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1. Introduction

In Sraffa’s equations, the sectoral rate of prafitalways taken to be equal. As a
matter of fact, Sraffa claims thatntustbe uniform:

[T]he surplus (or profitymust be distributed in proportion to the means of
production (or capital) advanced in each industng such a proportion between
two aggregates of heterogeneous goods (in othedsytre rate of profits) cannot
be determined before we know the prices of the goad Accordingly we add
the rate of profits (whicimustbe uniform for all the industries) as an unknown ...
(Sraffa 1960, p. 6, my emphasis).

The received interpretation of this condition iattlsraffaimplicitly assumes his system
to be at the classical centre of gravitation. tfthis interpretation unconvincing. There
are severgbrima faciereasons to dispute this:

(1) On page 22 of the book, Sraffa clearly states:

Such a relation is of interest only if it can beowh that its application is not
limited to the imaginary Standard system but isatég of being extended to the
actual economic system of observati®raffa 1960, p. 22, my emphasis).

Thus it is clear that he deals with an observedaadystem and not adeal system that
is supposed to exist at the classical centre ofitgitson or equilibrium.

(2) The classical notion of centre of gravitation eitpuiltes supplies with effectual
demands and the process implicitly assumes conggturins to scale. Sraffa in
the very first sentences of the ‘Preface’ warns risgder not to think in those
terms when it comes to his propositions:

Anyone accustomed to think in terms of the equiifor of demand and supply
may be inclined, on reading these pages, to supjpasd¢he argument rests on a
tacit assumption of constant returns in all indastr... In fact, however, no such
assumption is made. (Sraffa 1960, p. v).

(3) In the Appendix B of the book, Sraffa discussescase of a non-basic
good,'beans’, which uses a very large proportionts#lf in its production, implying
that it's rate of profit cannot exceed the ratiatefown net output to its input. Sraffa
discusses the problem with the assumption of pesfirices for all goods in this case
when the rate of profits of the basic goods sestbigher than the one the beans can
admit. This problem, however, cannot arise if thsteam was assumed to be at the



centre of gravitation, as the gravitation mechanigoald ensure that the bean sector
disappears in the process.

(4) In a note after the publication of tReoduction of CommoditieSraffa wrote:

The wage and the aggregate profit of reality ar&eat, rough approximations of
the standard wage and prof8ut the rate of profit of reality is identical tbat of
the standard(D3/12/111/139, the English translation from thiggioal in Italian
is quoted in Gehrke 2007, my emphasis).

As a matter of fact, during the period of his edhgoretical breakthrough, i.e., from late
1927 to 1931 (see Garegnani, 2005), we find thatf&mwas worried about how to
“justify or explain the equal percentage addechttial stock of each industry.” And after
arguing that capital might not be reinvested ingbetors having lower rate of profits and
thus not being able to reproduce itself in the lang, he goes on to adtin this waywe
are allowing to come back through the window thetipn of cost as] ‘inducement’ we
had excluded from the dogPSP D3/12/6]" (quoted in Garegnani 2005, p. 47%, m
emphasis). During the same period, we find himimgiin another note: “I must find a
‘force’ capable of obliging those people in the kedrto actuate my equations”
(D3/12/7/107-14,)* It should be noted that Sraffa had taken a philbsap or
methodological position that the theoretical unterding must be built on only things
that are ideallypbservableand thus no subjective element (such as “inducé&jnsimould
enter his equations. Furthermore, during the sagniegh Sraffa in an attempt to explain
the meaning of his equations wrote, “The signifa@nf the equations is simply this: that
if a man fell from the moon on the earth, and ndteslamount of things consumed in
each factory [...] during a year he could deducelatiwvvalues the commodities must be
sold, if the rate of interest must be uniform and the msad production repeated. In
short, the equations show that the conditions aharge are entirely determined by the
conditions of production.” (PSP, D3/12/7, my emp$)ast he reader should take note of
the qualifier, T the rate of interest must be uniform”. Interedmghe qualifier “if”
disappears from the relevant passage in the b8okthe question is: what could have
happened between the early breakthrough and thécatidn of the book in 19607?
Clearly at this stage Sraffa is conscious of thut laat he needs to “justify” uniformity of
the rate of profits in his system of equations #rad the classical centre of gravitation is
not an obvious explanation that he can use. (Foome detailed criticism of the received
interpretation, see Sinha and Dupertuis 2009a).

Given that there is strong prima facie reason jectéhe received interpretation,
below in section 2, | provide an alternative argatrte justify Sraffa’s claim that the rate
of profits must be uniform irrespective of the citimh of the classical centre of
gravitation. In section 3, | present some evideinom Sraffa’s writings (both published
and unpublished) that show that Sraffa reasonethifiar manner. In the end, in section
4, | take up the evidence provided in support ef téceived interpretation to show that
they do not stand up to critical scrutiny.

! | am obliged to Nerio Naldi for the English traatsbn of the original in Italian, “devo trovare una
<<forza>> che costringa quella brava gente sul atera realizzare le mie equazioni.”



2. Why the rate of profits must be uniform?
Let us take Sraffa’s simple example of the two-gsolsistence economy:

280 gr. wheat + 12 t. iro® 400 qr. wheat
120 gr. wheat + 8t.iro®» 20t. iron

It is clear that this system is in self-replacirtgte and the exchange ratio between iron
and wheat must be 10 gr. of wheat for 1 t. of ifonthis case, the price ratio of the two
commodities spring directly from the conditions mfoduction. Now, let us take an
empirical system of production that has produceglss:

90t. iron + 120t. coal + 60qr. wheat + 3/16 labgud 80t. iron
50t. iron + 125t. coal + 150qr. wheat + 5/16 labeud50t. coal I
40t. iron + 40t. coal + 200gr. wheat + 8/16 labe 480qr. wheat

180t. iron + 285t. coal + 410qgr. whedlt labour-> 180t. iron + 450t. coal + 480t.
wheat

And in terms of its price equations the systenemesented by:

(90Pi + 120Pc + 60Pw) (1+Ri) + 3/16= 180Pi
(50Pi + 125Pc + 150Pw) (1+Rc) + 5/a6= 450Pc I’
(40Pi + 40Pc + 200Pw) (1+Rw) + 8/d6= 480Pw

(180Pi + 285Pc + 410Pw) (1+R)3= 180Pi + 450Pc + 480Pw

In this system, prices cannot be determined urtessule for distribution of the surplus
is known. Sraffa asserts that the sectoral rat@safits mustbe uniform. If that is so then
given wages, the two relative prices and the umfaate of profits of the system could be
simultaneously determined. It has been almost usally interpreted that Sraffa’s claim
that the rate of profits must be uniform is an a@thnce of the competitive equilibrium
condition or the condition of the centre of gratitia (see John Hicks for an exceptitn)
Without going into exegetical arguments that Srdfthnot think in terms of equilibrium
of demand and supply, let me here motivate a lbgicgument behind the condition of

2“Sraffa leaves us to find out what his prices dret | doubt if they are equilibrium
prices. They seem to be prices which are set upmitupts, by their producers, according
to some rule. Now it is perfectly true that we amvadays familiar with that method of
price-fixing, by ‘mark-up’; but when that methodused, the rate of profit that is used to
establish the mark-up is conventional. Now it maythat Sraffa wants us to think of his
rate of profit as being conventional, and that thaformity of the rate of profit
throughout his system, of which he makes so muelyst a uniformity of convention”
Hicks (1985, p. 306).



the uniformity of the rate of profits independentlythe notion of equilibrium of demand
and supply.

The problem that Sraffa is posing is this: Systeprdduces a surplus or a net
output equal to (165t. coal + 70t. wheat). This aetput is distributed between the
capitalists and the workers. In what proportion tie¢ output is distributed between the
two classes cannot be known unless the net outphich is given in terms of
heterogeneous goods, is homogenised by their ptitmsever, pricesnustbe such that
the value of the net output remains constant whées distributed to the two classes in
any proportions. In other words, a set of priceanbgenises a collection of
heterogeneous goods into a homogeneous cake; hgwdegical requirement of any set
of prices is that it must maintain the size of taé&e constant when it is cut in different
proportions. Below we present two separate argusnéimat show that given that
distribution of income is taken to be given fromside and the wages are taken to be
uniform, or the heterogeneous labour is homogenisetthe given wage differentials, as
in Sraffa’s examples, then a logical corollary bis that prices must be such that all
sectoral rates of profitsustbe equal.

Let us assume an imaginary system given by:
120t. iron + 160t. coal + 80qr. wheat + 1/4 labgu240t. iron

40t. iron + 100t. coal + 120qr. wheat + 1/4 labeuB60t. coal I
40t. iron + 40t. coal + 200qr. wheat + 2/4 labeud80qr. wheat

200t. iron + 300t.coal + 400qr. wheat + 1 labeui240t. iron + 360t. coal + 480t.
wheat

And in terms of its price equations, the systemepgesented by:
(120Pi + 160Pc + 80Pw) (1+Ri) + 1dsl= 240Pi

(40Pi + 100Pc + 120Pw) (1+Rc) + Xi¥= 360Pc "’
(40Pi + 40Pc + 200Pw) (1+Rw) + 24s= 480Pw

(200Pi + 300PC + 400Pw) (1+R*)ct = 240Pi + 360Pc + 480Pw

System-Il is nothing but Sraffa’s Standard systenthe given empirical system-I. It
redistributes the total labour of the system ocaéss the real system in such a way that
the aggregates of its inputs and outputs comerotlites same proportions. Let us assume
that wages are zero, then in the above given exaof@ystem-Il, it is clear that the rate
of profit of the system as a whole, i.e., R* is @kio 1/5 or 20%. This is because in this
case the ratio of the aggregate physical net outptite physical aggregate inputs can be
known without the knowledge of prices since it isaio of heterogeneous goods made
up in the same proportion. This ratio is completielgependent of prices—no matter
what prices prevalil, it will not affect the globate of profit (i.e., R*) of theStandard
system But the empirical system-I is nothing but an &glént system to the Standard
system-Il, since the total labour used in the twsteams as well as the techniques used



are the same. Thus the rate of maximum possiblarekpn or growth of the two systems
must be the same. In other words, R must be equRt aind this condition must hold for
all possible rescaled systems of the Standardraystewever, this condition can hold if
and only if all the sectoral rates of profits mbst uniform or equal. From here it is a
small step to show that this condition must holdaoy positive wages, as long as wages
are given and measured in Standard commodity, wikiehcomposite commodity made
up of all the basic goods in Standard proporfidine point can also be illustrated in
another manner.

Let us take the real system-l and assume thatatieeof profits is equal in all the
sectors. In this case, given wages we can solva $et of prices and the rate of profits of
the system measured by any arbitranyneéraire Now, if we change the wages (say from
zero to its maximum value) all the prices must ¢feato ensure the equality of the rate of
profits, since the ratio of means of productioedoour in all the sectors are unequal. It is
well known that the relationship between the waged the rate of profits so derived
would be a non-linear inverse relation (Sraffa )9@Me non-linearity of this relation
implies that the size of the total net output meadiby thenumérairechanges as the
distribution of the given net output changes. Thappens because the size of the
numeéraireor the measuring rod itself is affected by thengjes in distribution. Sraffa
argues that if the Standard commodity is used esdméraireit can be shown that the
relationship between wages and the rate of prafitsld be linear, which is given by r =
R(1 — w), where r is the uniform rate of profitstire system, R is the maximum rate of
profits of the system and w is the wage rate measur the Standard commodity. In
other words, the Standard commaodity is not affetiethe changes in distribution of the
given net incomé&.Now, for our argument, let us begin with zero weagad equal rate of
profits and a set of prices measured in the Standammodity. Then we give some
positive wages in terms of the Standard commoditye keep the old prices then it must
generate unequal rates of profits in all the sechgrthe ratios of means of production to
labour in all the sectors are unequal. These uneqtes of profits would most likely
generate a global rate of profit (i.e., R, the Wweg average rate of profit for the
aggregate of all the sectors) for system-I thak fall off the earlier straight line relation
between wages and the rate of profits drawn orcdinelition that the rates of profits are
equal throughout. As a matter of fact, if we kebp bld prices constant and go on
increasing the wage from zero to its maximum value,would trace out a non-linear
relationship between wages and the global rateprafit, which may cut the earlier
straight line relation a few times (see the diagt@tow). This is a general case for all
sets of prices that generate unequal sectoral cditpsofits in the system. However, the
non-linear relation between wages and the glob@sraf profits generated by those
prices implies that accounting of the total nebime by such prices is inconsistent, since
the size of the pie cannot change simply by culttimg different proportions. Hence it is
a logical property for any given system of prodoctihat its prices should be such that
the sectoral rates of profits of the system areakdthis proves that the solution of a set

% A basic good is a good that inters directly oririectly as input in the production of all the conities,
whereas a non-basic good does not inter directigdirectly in the production of any basic goodyulh it
could inter as input in the production of the suili§enon-basic goods.

* Baldone (2006) has confirmed that Sraffa’s Statdammodity makes theuméraireeffect null.



of prices does not need any notion of equilibridmices of any given system of
production and distribution can be determined by d¢iven objective data of its inputs
and outputs along with the knowledge of the wage oathe rate of profits of the system.
Prices have a job to do and their job is to coasitf account for thgivendistribution of
the net income between the two classes. Oncetatken that labour is homogenised by
the given wage differentials that are given frontsale the system, a logical corollary of
it is that the remaining income must be distributethe capitalists in equal proportion to
their size of capital.

\Wage-Profit Relation

R* £

3. Evidence from Sraffa’s Writings

Below | produce some evidence from Sraffa’s wrisirtlgat seem to support our
argument presented above. In Breduction of CommoditieSraffa seems to be arguing
in a similar manner when he declares that the maltieal property of the rate of profit
of the Standard system commutes to the real system:

But the actual system consists of the same basiatieqs as the Standard system,
only in different proportions; so that, once theg@as given, the rate of profits is
determined for both systems regardless of the ptiops of the equations in
either of them. Particular proportions, such as $tandard ones, may give
transparency to a system and render visible whathidden, but they cannot alter
its mathematical properties (Sraffa 1960, p. 23).

The reader should note that the classical conditibisupplies equal to the effectual
demands cannot be a ‘mathematical property’ ofsyrstem. It should also be noted that
Sraffa could not implicitly assume that suppliesevequal to their effectual demands for
both the real and the Standaygktems—it would be bizarre to assume that thecteidé
demands were in Standard proportion even in animaagworld. Thus Sraffa could not



impose the condition of a uniform rate of profits lois Standardystem on the basis of
the so-called implicit assumption that the systeratiits centre of gravitation. Hence the
rate of profit of the Standasly/stem that Sraffa is referring to above isdhabal rate of
profit of the Standardystem and the claim is that the tgiobal ratesmust always be
equal as long as the wages are measured in thdasthoommodity. It is the proposition
regarding the equality of thglobal rates of profit of the rescaled systems that allows
Sraffa to directly deduce that all the sectorainmtustrial rates of profitenustalso be
uniform in the two systems, as we have argued abivie point becomes clearer in the
very next paragraph from the above quoted passage:

The straight-line relation between the wage andr#éte of profits will therefore

hold in all cases, provided only that the wage xpressed in terms of the
Standard product. The same rate of profits, whiththie Standard system is
obtained as a ratio betwegnantitiesof commodities, will in the actual system
result from the ratio of aggregatelues (Sraffa 1960, p. 23, emphasis in
original).

The reader should note that both the ratios of figitias of commodities” and of
“aggregate values” are well defined only at giebal level and has no meaning at the
local or industrial level.

Further on, in his unpublished notes written in 3,9%e find that Sraffa invokes
similar reasoning behind the possibility of an eeti€e of a Standambmmodity:

With changes inw --

The impulse towards price change is an internal toneach industry. It arises
from its own internal conditions—not from those diiions_ comparedvith those
of other industries. Hence the possibility of awamable commodity. (Sraffa
N.D., D3/12/59, underline in original).

Recall the discussion on the Standard commoditgraffa (1960). He starts with zero
profits and all income going to wages. Then wagesreduced by a certain percentage.
Sraffa’s argument is that this gives rise to a fpasiglobal rate of profit and all the
sectoral rates of profit equal to it. Given thdtthé rates of profit must be equal, the old
prices applied to the goods create surpluses diaitslén the sectors given their different
proportions of labour and means of production. And these surpluses and deficits that
force the sectors to adjust their prices. That lg/ & sector which will not have any
surplus or deficit will have no compulsion to chantg price and hence the possibility of
an ‘invariable commodity’. If one allows the gratibn mechanism to explain the
equality of the rate of profits in the system timencommodity could stay invariant. The
difference between the two approaches is thisr&ff&s case, the condition of equal rate
of profits is given or must be applied on the sysia all the circumstances and prices
change as aonsequenceof this condition. Hence the idea of change basad o
comparisonwith other industries is categorically denied.the classical case, on the
other hand, the rates of profit eventually becompeak as aconsequencef changes in
prices, which are explained precisely in termsahparisorwith other industries.



In fact such reasoning was foreshadowed in theeeathapter on ‘Proportions of
Labour to Means of Production’, where Sraffa expedi

For the same reason it is impossible for priceagtoain unchanged when there is
inequality of ‘proportions’. Suppose that pricgisl remain unchanged when the
wage was reduced and a rate of profits emergede3many one industry what
was saved by the wage-reduction would depend onuh#er of men employed,
while what was needed for paying profits at a umifgate would depend on the
aggregate value of the means of production usetlisines with a sufficiently
low proportion of labour to means of production Wbiave a deficit, while
industries with a sufficiently high proportion wouhave a surplus, on their
payments for wages and profits. (Nothing is assuatetthe moment as to what
rate of profits corresponds to what wage reducttirthat is required at this stage
is that there should be a uniform wage and a umifi@te of profits throughout the
system.) (Sraffa 1960, p. 13, emphasis in original)

The reader should note that instead of arguindhé usual manner that if pricedid
remain unchanged” then it would result in uneqadéés of profits across sectors, Sraffa
argues in the opposite manner that it would geeédaficits’ and ‘surpluses’ across the
sectors given theequirementhat “there should be a uniform wage and a unifoata of
profits throughout the system”. As a matter of fact1928, when Sraffa had just struck
upon his physical quantity equations, he had tteednterpret his equations and the
condition of equal rate of profits as the classa#hodox equilibrium condition without
the forces that are supposed to bring the systergudibrium. In this context, he goes on
to argue in the usual manner that non-equilibriurogs would result in unequal rates of
profits. But then he realises that his equationsildide meaningful only if constant
returns are assumed: “Now | am not assuming arce$or simply say that, if the values
will in reality be as given by the equations certeonditions will be satisfied if not they
will not be satisfied. In this case, profits wiledr different proportions to capital in
different industries. Since this happens to a a®rsble extent in reality, this means that
the values in the market will be different from ¢lkoin the equations. ... | am afraid it
will be difficult to make it clear that we are caering what has actually happened in the
markets, and not what might have happened hadsliegn different. It will therefore be
useful to explain that the reader may assume thadtant returns prevail” (D3/12/7). A
clear shift in Sraffa’s position on the conditiohumiform rate of profits in his systems of
equations is clearly evident here.

Further on, Sraffa in another note of 1955 writes:

..., the rate of profits at the various individuavéés of wwill be r = R(1-w).
Individual prices will move in all directions witthe variation of w but here
again prices will make no differenceis a ratio between two quantities of the
same composite commodity and can actually be d&seovbefore knowing what
those prices are. The rate of profit is embedded the things’ and no
manipulation of prices could ever affect it. [Thereuld be no more tangible



evidence of the rate of profits [being, as] a noce phenomenon (effect)].
(Sraffa N.D., D3/12/53, all underlines, parenthemad brackets are in original).

Yet again it is claimed that the real rate of geofhust be identical to the Standard global
rate of profit. This finding shows that uniformitf the rate of profits in the system has
nothing to do with the equalization of the supplh their effectual demandsAs a
matter of fact, relative prices cannot go anywh#rey like—they are completely
constrained by the system of production and distidim. In some sense Sraffa’s result
points to a similar break in economics as the bfeak classical mechanics to quantum
mechanics: The classical and neoclassical economics treaviéhdhl industries as
independent entities, which through their intexattgenerate centres of gravitation that
bring a system into being. Sraffa’s result showat tthe system is not made up of
independent industries but must be treated as @mconnected whole unit and the
properties of the whole determine the propertiegssgbarts.

Once the role of prices and the logical conditibrihe uniformity of the rate of
profits in the system is understood, it becomey ¢asinderstand why Sraffa could not
have relied on the classical notion of the cenfrgravitation. Since in the classical
framework the movement of given supplies to th#eatual demands must maintain the
techniques in use and the total labour in the systenstant, all those set of supplies
must have the same Standard system (Sinha 20103.f@hevery supply set the solution
of its prices must be the same if the wages anduh®raireare kept constant. However,
the gravitation mechanism requires that every sugply sets throughout its movement
musthave different set of prices. Now the real systam admit of any other set of prices
only if the distribution of income is allowed toage. We can work out all the price sets
that are compatible with zero to the maximum wagesvery supply sets. If the set of
the so-called market prices imposed on the systeanyagiven point of time happens to
be one of those sets of prices then the systena@@mmodate those prices by adjusting
its wages. But since these market prices must @&aagtinuously it is more likely than
not that the movement of market-prices will sool datside the set of the sets of all
compatible prices for the given supply set. Anthat stage the system must break down.
In the above example we have allowed an arbitranpéraireand the freedom to the
system to adjust its income distribution to accordate a given set of prices. If, however,
we use the Standard commodity as thenéraireand specify wages in terms of the

® Joan Robinson (1961) had come closest to undelisarthis as she claimed that the “clue” to
understanding thBCMC could be found in the ‘corn model’ of Sraffa’s B9 ‘Introduction’ to Ricardo’s
Principles In the ‘corn model’, e.g. 1 ton of corn produdeS tons of corn; the rate of profit is 50% no
matter what is the final demand for corn. This ptgisrelationship between inputs and outputs tkat i
palpably evident in a single basic good model iscabed in n-basic goods model. But Sraffa’s anglysi
with the help of the Standard system reveals thatinsight of the corn model remains valid in a enor
general case as well.

® It may be noted that Sraffa was well aware ofdeelopments in quantum mechanics. As early as,1928
he had noted down a passage from H.S. Allen’s papeiThe Quantum Theory’ published Mature
where Allen writes, “Heisenberg put forward the @emh that only such quantities as are observablelého
be represented in the mathematical formulationtofé theory. ... This led to the development of the
matrix mechanics, every term in a matrix corresprogpdto something which is, at least ideally,
observable.” Of course, Sraffa makes the same deifnam economic theory.
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Standard commodity and keep them fixed throughbeatadjustment process, then it is
clear that the system cannot accommodate any s¢hef prices then its initial solution.

All these conclusions must come as a shock to ofdsie economists. The reason
for this is simple. We are habituated to think o€gs in terms of sequential time; such as
at time t-1 a set of market-prices prevail and bosé prices the set of inputs are
purchased which in turn produces a set of outputsrie t. In this context the prices of
inputs in time t-1 become the cost of productiontfe prices of outputs in time t. Not
only the classical gravitation mechanism is builttbis sort of reasoning about prices but
even the modern inter-temporal general equilibrianalysis is also based on such
reasoning even though it assumes that all presehfudure markets clear at one point of
time. It was on the basis of such reasoning thablEHahn (1982) claimed that “It will
now be clear that Sraffa is considering a very igppestate of the economy where ... the
relative prices of 1976 wheat and barley are tlmesas those of 1977 wheat and barley.
The neoclassical economist is quite happy with ngemreral situation.” (pp. 363-64). As
a matter of fact a simple observation of Sraffa@8ard system reveals why this way of
thinking about prices is flawed (for a detailedticrsm of Hahn’s paper, see Sinha and
Dupertuis 2009b, Sinha 2010). Let us look at thengple of Sraffa’s Standard system
presented above:

120t. iron + 160t. coal + 80qr. wheat + 1/4 labgu240t. iron
40t. iron + 100t. coal + 120qr. wheat + 1/4 labeuB60t. coal Il
40t. iron + 40t. coal + 200qr. wheat + 2/4 labeud80qr. wheat

200t. iron + 300t.coal + 400qr. wheat + 1 labeui240t. iron + 360t. coal + 480t.
wheat

(120Pi + 160Pc + 80Pw) (1+Ri) + 1dsi= 240Pi
(40Pi + 100Pc + 120Pw) (1+Rc) + Xi¥= 360Pc "’
(40Pi + 40Pc + 200Pw) (1+Rw) + 24s= 480Pw

(200Pi + 300PC + 400Pw) (1+R*)ct = 240Pi + 360Pc + 480Pw

Assuming wages to be zero, it is clear that theimam rate of profits in this
system is equal to 1/5 or 20%. This is a physicaperty of the system independent of
any prices. Any arbitrary set of prices as longtas applied to both inputs and outputs
will leave the maximum rate of profits unchangedwsver, if we apply a different set of
prices to the inputs and a different set of primethe outputs as Hahn's “more general
situation” warrants, then clearly the maximum rafeprofits of the system will, in
general, not be equal to 1/5. But this contradloésphysical property of the system. Thus
input and output prices cannot be seen in sequémtia frame. Prices have only one
function in the system and that is to consisteattgount for the given distribution of
income at any point of time. It should be notedt ttheese results are derived on two
fundamental assumptions: (1) labour is homogernisediven wage differentials and (2)
the share of total income distributed between warlend the capitalists is given from
outside the system. Sraffians now need to judtiégée two assumptions.
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4. A Critique of the Evidence Provided by the Receed Interpretation

Now let us look critically at the evidence providadsupport of the received
interpretation that Sraffa’s outputs are at thetresnof gravitation. We may be asked: if
what we say above is true, then what could Sra#amrby his statement in the ‘Preface’
where he states: “This standpoint [i.e. of givetpat], which is that of the old classical
economists from Adam Smith to Ricardo, has beemsufped and forgotten since the
advent of the ‘marginal’ method [p.v]”, as the gtation mechanism was clearly part of
Adam Smith’s and Ricardo’s systems. The answehitoquestion can be found in one of
Sraffa’s notes of the period of his early breaktigtu

When A. Smith etc. said ‘naturdte did not in the least mean the ‘normal’ or the
‘average’ nor the ‘long run’ value. He meant thaygcal, truly natural relations
between commodities, that is determined by the teapns and that is not
disturbed by the process of securing a greaterestmthe product. ... (PSP
D3/12/11, quoted in Garegnani 2005, p. 474, undkeiih original).

Clearly, from the beginning of his new theoretiadl/enture Sraffa had completely
discounted the notion of ‘centre of gravitation’mst of the ‘classical standpoint’. The
reader should note that we are here not conceritadive “correctness” of Sraffa’s
reading of Adam Smith. The evidence shows that vBraffa uses the word “natural
price” of classical economists, he is not usirggithe long-term equilibrium or centre of
gravitation price. It should also be noted thatimlecture notes of 1928 Sraffa spends a
lot of time on the classical theory of value. Hoeg\t is theobjectiveaspect of the
classical theory of value that is emphasized theckthe notion of the centre of
gravitation is completely ignored.

The second alleged evidence is that Sraffa alsvgébd the approach of his book
being “reminiscent of certain points of view takey the old classical economists from
Adam Smith to Ricardo ...” They are all listed in Agoplix D of the book: (1) Quesnay’s
Tableau Economiques credited for the circular point of view; (2) &motion of basic
goods could be discerned in Ricardo’s ‘corn modé) The idea of the Standard
commodity could also be discerned in Ricardo; ) iotion of maximum rate of profits
is found in Marx; and (5) the treatment of fixegbital as a kind of joint-product could be
found in Torrens. Interestingly, we find that theseno reference to the notion of “natural
prices” or the “centre of gravitation” in the lisf. Sraffa had accepted the notion of the
centre of gravitation in his book, then the quest® why did he not acknowledge Adam
Smith for this idea? Why would he ask the readértmbring the baggage of the thinking
in terms of equilibrium of demand and supply in ey first sentence of the ‘Preface’,
and then go on to implicitly assume it throughdet book?

Anyway, the most important evidence that is invokedavour of the received
interpretation is Sraffa’s statement in the bookt ttBuch classical terms as ‘necessary
price’, ‘natural price’ or ‘price of production’ widd meet the case, but value and price
have been preferred as being shorter and in thgeprecontext (which contains no
reference to market prices) no more ambiguousaf{f&rn1960, 9). A close reading of this
passage, however, confirms our interpretation &jetts the received interpretation. As
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we have shown above, quantitatively Sraffa’s piscthe same as Smith’s and Ricardo’s
‘natural price’ and Marx’s ‘price of production’plwvever, Sraffa’s price is not defined to
hold only at the centre of gravitation. Thus it so®t need any reference to ‘market
prices’. Sraffa’s caveat that his context “contants reference to market prices” takes
away the essential element of the gravitationalhaeism. It is the ‘market prices’ that
gravitate toward the centres of gravitation in ¢fessical system. What meaning could be
assigned to a concept whose essential complimerdeierately left out of the
theoretical context? Can we imagine a centre ofigt#on in a space without matter?
Finally, on page 33 of the book Sraffa argued thae rate of profits, as a ratio, has a
significance which is independent of any prices] ean well be ‘given’ before prices are
fixed. It is accordingly susceptible of being datered from outside of the system of
production, in particular by the level of the momates of interest.” This clearly points to
the fact that no gravitation mechanism is postdlatehis theory, as the equalisation of
the rate of profits is precisely the result of gravitation mechanism of the classical
theory and taking a uniform rate of profits fromtgide the systeripso factorules out
the market mechanism of supply adjustments and ehg@rice changes that brings about
this result.

* | would like to thank Professor Pierangelo Garegnthe literary executor of
Sraffa’s unpublished papers, for allowing me totguoom Sraffa’s unpublished
notes. My thanks are also due to very friendlyfstéthe Wren Library, Trinity
College, University of Cambridge, where Sraffa-Ra@ge housed.
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