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Preface

For the last three decades, I have been involved in what I retrospectively call my ‘Marx Project’. I say ‘retrospectively’ because I never planned it. The project has just evolved, and it is only recently that I can look back and appreciate its changing shape, growth and content. The beginning point was the Clinton years, when the US political establishment was celebrating victory in the Cold War. Actually existing communism was dead, and Francis Fukuyama could even declare the end of history with the total triumph of the bourgeoisie on the world stage. I was repeatedly told during those years that the Marx texts that I had been teaching since 1970 or so were totally irrelevant as guides to action in today’s world. Enrolment in my Marx class was way down. Even those who did take it did so in a far more sceptical frame of mind.

But there was something badly wrong with this 1990s vision of a troglodyte Marxism. The collapse of the Soviet Union opened up a space for a renewed exploration of Marx’s texts as the basis for a better understanding of how capital works today and what an anticapitalist alternative might look like. I did not have to explain away the particularities of Soviet and world communist history. The mainstream press in the 1990s also uncovered a raft of unseemly if not vicious labour practices in the sweatshops of the world that fed the booming demand for fashionable clothing in metropolitan centres. Such accounts, I pointed out to students, could fit all too well into Marx’s chapter ‘The Working Day’ in Volume 1 of Capital. President Clinton, who had dreams of extending the Great Society into health care and other socially desirable causes, was quickly advised by newly appointed Treasury Secretary Robert Rubin (from Goldman Sachs) that the Wall Street bondholders would have xnone of that. So Clinton staked his legacy on supporting every good neoliberal cause he could find, from the punitive refashioning of welfare ‘as we know it’ to NAFTA. The Volume 1 theory of Capital, it turned out, was most relevant in the 1990s, precisely in the years when it was almost totally ignored if not derided. Clinton’s hope of reaping a ‘peace dividend’ from cutting back on military expenditures was likewise thwarted by the political decision to expand NATO, even though the enemy that NATO was supposed to contain had disappeared (this policy decision was to bear bitter fruit many years later in the Ukraine War).

It seemed to me that there was a strong case for going back to Marx’s original texts and exploring their utility in explicating the changing paths of capital accumulation. Step by step, I found myself losing interest in the mass of different interpretations and even whole schools of thought on how to interpret Marx’s political economy. I became increasingly absorbed (some would say obsessed) with a close reading of Marx’s texts, many of which were coming online for the first time. It is a valid criticism of my work that I do not pay sufficient attention to the very good output of many talented commentators on Marx. I leave the mass of critical commentaries to one side as simply unmanageable.

But how to present my findings was a problem. The difficulty was fortuitously resolved by my move from Johns Hopkins to the CUNY Graduate Center in New York in 2001. In the Graduate Center, I found a cohort of politicized graduate students. My Capital class in some years was so large we had to commandeer the dining room to teach it. I was eventually persuaded by my graduate students, Chris Caruso in particular, to put the classes on the web – so began a long-standing collaboration between my content and Chris’s media and communication skills. Together, we created a library of freely accessible materials for opening up Marx’s political economy for popular consumption.

My aim in developing the Companions to Marx’s Capital and the Grundrisse in both the video and the Verso book version was to simplify Marx’s arguments as far as possible without being simplistic. This was not always easy. I preferred the idea of a companion (in which the reader could be an active participant) rather than guide, since the latter presumes that the final destination is fixed and known. I sought for an open, creative and nondogmatic reading. Over time, my own interpretations were also evolving, and they remain open to this day. In this respect, the companion to the Grundrisse was, for me, of major significance, because there Marx introduces the idea of capital’s mode of production as a whole, as a working totality in formation in which different circulation processes xi(of labour power, of capital, of credit) work together in a world where all manner of contradictions flourish. This led me to the idea to use all of the materials assembled both in the Companions and in the ancillary books such as A Brief History of Neoliberalism, The New Imperialism, The Enigma of Capital and The Madness of Economic Reason, along with several more practical works on urbanization and uneven geographical development. My aim was to look at Marx’s political economy through the lens of a totality in the course of construction through multiple circulation processes all in contradictory motion. That is the story that this book tries to tell. It rests on thirty years of working on the Marx Project, including a couple of dry runs of the material in courses taught at the Graduate Center and the People’s Forum in New York. But, as the coda on the work of Piero Sraffa illustrates, the project is ongoing, indeed never ending. The world is perpetually changing. Likewise, our understanding of it is also constantly evolving in both positive and negative ways. This book is one more step in telling the story of capital in a way that people can, I hope, understand and use both personally and politically. Collectively, we can indeed change this world, even though, as Marx points out, this is never under conditions of our own choosing. But the theoretical dissection of those conditions is a vital precursor towards changing them, and, on that basis, I offer this text in the quest to build a more humane and ecologically sensitive alternative.

Acknowledgements and thanks to Chris Caruso for editing the text and to Miguel Robles-Duran for providing the figures.xii is blank




1

1 A Mental Map of Capital’s Domain

If the mission is to construct an adequate representation of capital, including all its contradictions, then we need to devise a theory to explain how capital works and what it does on the ground. This entails a certain strategy of enquiry and presentation. In the absence of the controlled experimental methods available to the natural sciences, historians, geographers and social scientists have had to rely on the powers of abstraction and theory construction.1 Since the very mention of theory intimidates many readers and working with abstractions is always problematic, I begin with a simplified and, I hope, easily graspable picture of what capital looks like as a working totality (Figure 1). The key concept here is that of capital as a mode of production within which wages, profits, exchange, consumption, realization, rents, finance, merchant profits, interest and state functions (including interstate relations) dynamically intersect with each other to constitute the totality of what contemporary capital is all about. Marx speaks of the different elements (such as production, distribution and consumption) as ‘moments’ in order to capture the transitoriness and contingency of everything that happens within the totality of capital’s mode of production. Thus, the moment of ‘production’ refers to the whole range of commodity production processes going on under the direction and class power of capital, while the moment of ‘consumption’ refers to how all the commodities produced for sale in the market get used up in many different ways in different times and places.2


[image: A flow diagram maps how consumer demand, commodity production, distribution, and state finance connect within a cycle of production and destruction of human nature, culture, space, and nature.]

Long Description for Figure 1
The diagram presents a continuous flow showing how economic activity develops and circulates. It begins with human wants, needs, and desires, which generate consumer demand. This demand is shaped by three sources: worker consumption, bourgeois demand, and state expenditure. Together, these form consumer effective demand. This demand leads to the realization of value in money form, allowing commodities to circulate. Money then moves into the production process, where commodities are produced and surplus value is created. Production depends on two inputs: labour power and means of production. Labour power is sustained through its own reproduction, supported by wage goods and other use values. Once commodities are produced, value is distributed through wages, rent, industrial profit, merchant profit, interest, and taxes. Taxes flow into state finance, which feeds back into state expenditure and again supports consumer demand. Money capital circulates through credit and the wider social system, reinforcing the overall process. The entire flow operates within a broader cycle that draws on human capacities and natural resources, described as free gifts of human nature and free gifts of nature, which frame and sustain the whole system.



Figure 1. The Circulation of Capital



Marx develops a critique of classical political economy, and of Adam Smith in particular, for taking the rich complexity of capitalist activities (what Marx refers to as ‘the concentration of many determinations, hence unity of the diverse’) and hammering them into ‘flat tautologies’.2 These tautologies conveniently make everything seem harmonious with everything else. The most egregious example is Say’s Law, which blithely assumes that supply creates its own demand and that therefore general crises of overproduction are impossible. When a crisis breaks out, however, as it did in the 1930s and 2007–8, these propositions are revealed as misleading if not useless. In 1960, Pierro Sraffa proved, with the aid of brilliant mathematical reasoning, that all bourgeois economics is tautological.3 Equilibrium economics fits capital perfectly when everything is going smoothly, as when demand equals supply and all markets clear. But it is helpless when the contradictions of capital take 3charge and explode to generate violent crises in the economy. Conventional economics abhors contradictions much as nature abhors a vacuum, but Marx embraces them.4 Keynes argued in the 1930s that the domination of Say’s Law in the hands of David Ricardo was the crucial error in economic reasoning for a century or more. But his rebuttal, influential for a generation, was jettisoned after 1980 or so, when supply-side economics returned to dominate theorizing.

Furthermore, conventional economics typically conceptualizes capital as a thing-like factor of production that capitalists use, when combined with other things like land and labour to make another thing – a commodity – that can be sold for a profit. Marx, on the other hand, defines capital as a contradictory process of circulation of value organized by capitalists, which, at various ‘moments’, takes on different material forms (such as money, commodities, production processes and the like). Marx’s emphasis is on the processes and the moments rather than on the static and inert things. This process–thing distinction will frequently return to animate the analysis in what follows. We live our lives as a process, but the historical record and state power registers and objectivizes us from time to time as individual, ‘dot-like’ things.5 This presentation, it goes without saying, attempts a nontautological reading of the internal contradictions of capital’s political economy.

In the following pages, I argue that capital’s totality is an organic system in perpetual evolution. ‘This organic system itself as a totality’, says Marx, ‘has its presuppositions, and its development to its totality consists precisely in subordinating all elements of society to itself, or of creating out of it the organs which it still lacks. This is historically how it becomes a totality. The process of it becoming this totality forms a moment of its process, of its development.’6 The formulation may sound impossibly abstract. But consider how accurate it is.

While the idea of totality undoubtedly derives from the German philosopher Hegel, Marx reworks it and revolutionizes it (as he does with almost everything else he takes from Hegel). For Marx, the totality of capital is an ever-changing network of historically specific social practices and relations built, evolving and ultimately dissolving, only to be rebuilt again through human action. This network is constantly in the process of growth and transformation (perpetually ‘becoming’, as Marx puts it) even as it exhibits certain tendencies towards solidity and 4permanence. Marx’s concept of capital’s totality is, therefore, open, evolving and self-replicating but in no sense self-sustaining, given its internal contradictions and its penchant for disharmonies and breakdowns. Capital exists as a complex ecosystem of value flows in continuous internal tension, thus forcing permanently revolutionary transformations (like artificial intelligence) and continuous historical evolution.

This economic ecosystem has a distinctive geographical structure that evolves over time. To grasp this requires the creation of a theoretical construct to represent the material qualities of myriad flows of capital occurring in space and time. Merchants take commodities manufactured in China to markets and retail outlets across the Americas. Bankers transfer investment funds from Tokyo to Brazil. Investors across the world put money into Blackstone’s real estate empire with interests in industrial parks and retail complexes as well as housing from China to Barcelona, Sydney, London, Las Vegas and São Paulo. Scientists and key personnel join brain drains from Europe, China and the former Soviet Union to Silicon Valley or Seattle, while the US administration desperately seeks to protect against excessive immigration from other countries and technology transfer to China, even as it encourages such transfers between the United States, Taiwan and Japan as well as Europe. Keeping track of all of this in its myriad material forms across space and time is downright impossible, yet there are data collections on stocks and flows, on balances of payments and imports and exports between jurisdictions that indicate certain aggregate geographical and temporal laws of capital’s motion within the global economy. The totality denoted as capital’s distinctive mode of production is constructed through human action; its laws of motion are distinctive to itself.

Such laws of motion both reflect and produce totalities within totalities. Historically, as Marx puts it, ‘the economic totality is, at bottom, contained in each individual household, which forms an independent centre of production for itself’, but ‘in the world of antiquity, the city with its territory is the economic totality.’7 The totality, therefore, takes on different forms throughout history, which raises the question of how best to construe the totality of capital flow in our times. There also has to be, says Henri Lefebvre, ‘a spatialized reading of the Marxian notion of totality’ if we are ‘to grasp the multiple relations of material co-existence between the private, urban and global levels of social life.’8 This three-fold 5layering of the capitalist totality across the individual, metropolitan (regional and urban) and global scales may require modification to take into account the formation of geopolitical power blocs (Asian, European, North American) that divide up the terrain of capital flows. Political and military conflict now occurs largely at the global or regional scales. Lefebvre’s reading ‘challenges mechanistic determinist explanations of socioeconomic transformations’ to focus on the dynamic movement of parts operating at different scales within the global totality of the capitalist mode of production.9 The qualities of personal life and of social reproduction are embedded in economic, social and environmental conditions and processes operating at these different scales.

This theoretical perspective of scalar embeddedness was explicit in the formulation of the Communist Manifesto. There, the isolated labourer is construed individualistically before experiencing the collective life of labour in the factory, which expands to an understanding of broader social relations in an industrial city or region before confronting the national (state) and then global conditions of possibility for consciousness formation and political action (culminating, of course, in ‘workers of the world, unite!’). The totality of capital, in this accounting, is layered according to scale. While there are obvious ways in which the internal relations between different processes operating at different scales get articulated, the ‘complexification’ (as Lefebvre calls it) of this process produces an ever evolving and expanding mode of production.

Marx strategically limits his enquiries to what he calls the ‘inner structure’ of the totality of capital.10 This inner structure constitutes ‘the mode of production’, embedded, as shown in Figure 1, in a broader field of material and social relations that constitute ‘the capitalist social formation’. While capital and the drive for profit may be the driving force within the inner structure of capital’s mode of production – the foundational process within bourgeois society – Marx recognizes that it does not say everything that needs to be said about capitalism as a social formation. The theory of capital as a mode of production is one thing. The theory of capitalism as a social formation is quite another. This is where abstraction and concept formation step in to do the duty of what can in the natural sciences be done through experimental methods. Marx primarily focuses on capital as a mode of production (the inner structure). In so doing he holds everything going on in the social formation (like 6the historical geography of religious beliefs and racial conflicts) constant in order to examine in sometimes excruciating detail how the ‘inner structure’ of capital works.

From time to time, Marx does, however, examine the critically important contextual conditions (such as the relation to nature and to divergent cultural histories and traditions) that connect what is happening in the social formation with the dynamic laws of motion operating within the inner structure of the mode of production. As a result, Milton Santos writes, ‘the relations between space and social formation’ are special, ‘since they are formed in a particular space (a place) not in space in general like the modes of production.’11 In the social formation, we encounter all the infinite variety of human activity in different places and times. Santos then provocatively suggests that ‘modes of production write history in time; social formations write it in space.’12 What he means by this is that the study of social formations inevitably has to confront the particularities of capital in a multitude of places, while the study of the mode of production can abstract from these and appeal to the universality of ‘time’s arrow’, as capital’s laws of motion guide capital’s economic evolution according to the principle of ‘accumulation for accumulation’s sake’. In academia, different disciplines conceptualize the distinctive totality (or totalities) that are the focus of their enquiries. In political economy, the temporality of flows takes precedence, whereas in anthropology, history and geography, the particularities of places, spaces and divergent natural environmental and social conditions are a primary focus even as the universal engine of capital circulation and accumulation throbs incessantly and sometimes threateningly in the background. As a geographer, my eyes focus on what is going on in a few neighbourhoods in a city. As a political economist, I focus on macroeconomic conditions for housing provision, mortgage rates, employment and fixed capital formation.

This distinction between the perspectives of a capitalist mode of production and capitalism as a social formation has been the site of needlessly acrimonious debate within the Marxist theoretical tradition. E. P. Thompson, author of the classic work on the history of class formation in Britain, ridiculed Louis Althusser’s structuralist abstractions concerning capital as a mode of production in much the same way that 7Ralph Miliband on historical and political grounds disputed Nicos Poulantzas’s theorizing of the capitalist state. While there are legitimate grounds for exploring differences between these authors and their formulations, many of the seemingly intractable differences disappear when the complementarity of the two perspectives of social formation and mode of production is unpacked. In my own work, The Limits to Capital (1982) prioritized the study of the mode of production (following Marx’s Grundrisse and Capital) while Paris, Capital of Modernity (2003) focused on the particularities of the social formation in France’s Second Empire (following Marx’s Eighteenth Brumaire and The Civil War in France). In my later works, such as A Brief History of Neoliberalism (2005) and The Enigma of Capital (2010), I sought to bring these two perspectives together. What then becomes apparent is that Marx derived his theory of capital’s mode of production from a close study of Manchester industrialism as a social formation. His chapters ‘The Working Day’ and ‘Machinery and Large-Scale Industry’ in Capital clearly illustrate this. Furthermore, in Chapter 25 of Capital, Marx specifies the General Law of Capitalist Accumulation in the first four sections before elaborating at great length and depth on the implications for conditions of daily life and employment within the British social formation. Chapter 25 of Volume 1 of Capital is a good place to look if one wants an example of how Marx handles the relation between mode of production and social formation.

Tactics of this sort are not unusual even in the exact sciences. In Marx, Capital, and the Madness of Economic Reason (2017), I used the conception of the hydrological cycle (Figure 2) as a useful analogy for thinking about the circulation of capital within a mode of production. The cyclical movement of H2O entails transformations of form rather like those that occur in the circulation of capital. Water in liquid form in the oceans evaporates with the heat of the sun and moves as a vapour upwards until it condenses out as the droplets that form clouds. As the particles merge and become heavier they fall to ground as precipitation (rain, fog, dew, snow, ice, hail, freezing rain). Once returned to the surface of the earth some of the H2O passes directly back into the oceans, some of it gets stuck at high elevations or in cold regions as ice that moves extremely slowly if at all, while the rest flows downwards across the land as streams and rivers (with some water evaporating back into the atmosphere) or under the surface of the land as ground water. En route, it is used by plants and animals that transpire and perspire to return some H2O directly to the atmosphere through evapotranspiration. Large amounts of water are stored in ice fields or in underground aquifers. Like capital, 8not everything is in motion at the same pace. Glaciers move at the proverbial glacial pace, torrents rush downhill, groundwater sometimes takes many years to travel a few miles. The cycle is depicted in Figure 2 as a totality with many moving parts. This is how we will examine capital in what follows.


[image: A detailed diagram shows the continuous flow of water through the atmosphere, land, and oceans.]

Long Description for Figure 2
The diagram presents the water cycle as a continuous movement of water through Earth’s systems. Water begins in oceans, lakes, rivers, and wetlands, where heat from the sun causes evaporation, lifting water vapour into the atmosphere. Plants add moisture through evapotranspiration, while ice, snow, and glaciers contribute vapour through sublimation. In the atmosphere, water vapour cools and condenses to form clouds. Water then returns to the surface as precipitation in the form of rain or snow. On land, precipitation follows several paths. Some water flows across the surface as runoff into streams and rivers, eventually reaching lakes and oceans. Snow and ice melt to produce snowmelt runoff. Some water infiltrates the ground, becoming soil moisture or seeping deeper to recharge groundwater storage. Groundwater flows slowly through rock and soil, emerging at springs or feeding rivers, lakes, and oceans. Water also returns to the atmosphere through evaporation from surface water and dew or fog drip from vegetation. Volcanic steam and ocean vents add water vapour locally. The cycle continues as water repeatedly moves between atmosphere, land, and oceans.



Figure 2. The Hydrological Cycle



In this model of the hydrological cycle, water takes on different forms and passes through different states at different rates before returning to the oceans to start all over again. This is very similar to how capital moves. H2O behaves very differently when it is in the upper atmosphere where the jet stream dwells, with all of its notorious turbulence, compared to how it behaves underground. Capital, similarly, behaves differently at global financial versus local and individual levels. Disruptive turbulence in the global financial system often passes unnoticed at the neighbourhood level, where daily life unfolds. The relationships between Wall Street and Main Street are not automatically registered in the daily lives of working people, except when mass disruptions and crises occur. Look closely at Figure 1. Capital begins as money capital. It then takes on commodity form (through the purchase of both labour power and means of production as commodities) before passing through production systems only to emerge at the end of the day as new commodities to be sold (monetized) in the market. This money is first distributed to different claimants (in the forms of wages, interest, rent, taxes, profits) 9before some of it returns to the role of money capital once more (with the help of the bankers and financiers) to begin the circulation process all over again.

There is, however, one very significant difference between the hydrological cycle and the circulation of capital. The driving force in the hydrological cycle is incoming energy from the sun and that is fairly constant. Its conversion into heat has in the past changed a great deal (plunging Earth into ice ages or phases of tropical heat). In recent times, the heat has been increasing significantly due to entrapment of radiation by greenhouse gasses (largely from fossil fuel use). The total volume of H2O circulating remains fairly constant or changes slowly (measured in historical as opposed to geological time) as ice caps melt and underground aquifers are drained dry by human uses. In the case of capital, the sources of energy, as we shall see, are more varied, and the volume of capital in motion is constantly expanding at a compound rate because it has to grow or die. This growth requirement derives from the necessity for profit-making. Profit implies that there is, somehow, more output and more value at the end of the day than at the beginning. The hydrological cycle is closer to a genuine cycle, whereas the circulation of capital is, for reasons we will soon explain in more detail, a spiral in constant expansion.13 In the theory of capital as a mode of production, the totality takes the form of a spiral of endless growth: ‘accumulation for the sake of accumulation, production for the sake of production’ as Marx puts it in Capital.14

But the two totalities of the water cycle and capital accumulation are, in certain respects, joined at the hip. The massive increases in the use of fossil fuels deriving from the requirement for endless growth and capital accumulation lie at the root of the increasing heat retention on Planet Earth which, if it continues at the present rate, will ultimately render Earth uninhabitable for most if not all forms of human activity. Water deprivation (in potable form) and heat exhaustion are already visible in many regions as a result of the compounding spiral of economic growth coupled with population growth (which, as we shall shortly see, is a necessary complement to economic growth). Water supplies are threatened in some major metropolitan areas (Los Angeles, São Paulo, Monterey, Cape Town, Mexico City), and many of the world’s major rivers are running low (the Colorado, Mississippi, Yangtze, Ganges, Zambezi) even 10as they are periodically subjected to violent flooding. The two conceptual totalities of water and capital circulation overlap.

To shift analogies, the totality of capital as a mode of production is, in some limited respects, also like a human body. In the human body blood circulates through the heart, oxygen through the lungs, energy through the digestive system, waste disposal is managed through the liver and kidneys while overall coordination is exercised through the brain. Each of these circulation processes is construed in medical science as autonomous and independent and subject to specialized knowledge in the hands of pulmonary specialists, cardiologists, neurologists, gastroenterologists, urologists and so on. Similarly, the Marxist library has specialized books on social reproduction, finance capital, labour processes, technological change and so on. All of these are subsumed, however, within the overall logic of the totality. This general description of a human body is what is called a ‘concrete abstraction’. It is abstract because it does not refer to any human body in particular but is a composite representation of the main features of all human bodies. It is concrete because the knowledge incorporated in this model representation of a human body is drawn from the concrete experience of many medical practitioners (as well as people in general) probing into what the human body looks like (particularly when dissected) and how it works.

If the hydrological system and the human body can be analyzed in this way, then why not apply the same principles to the study of political economy? Political economists, Marx’s example suggests, should position themselves as investigators into the structures, functions and contingencies of the capitalist mode of production viewed as an organic and expanding totality. Meanwhile, specialist investigations of, for example, social reproduction, the circulation of interest-bearing capital, and labour processes could alert us to the in-depth constitution and character of the various processes and moments within this totality.

In the Grundrisse, Marx offers a description of this totality as constituted by several different independent and autonomous circulation processes that are internally related to each other.15 He first looks at the circulation of commodities and money. Not all money is capital. Capital is money circulating in a particular way. Money becomes money capital through its encounter with and purchase of the capacity to labour as a commodity. This is the seed that opens the way to everything that follows. Money capital is used to (1) purchase the capacity to labour 11(labour power) along with commodities that furnish material means of production (raw materials, partially manufactured components, plant and equipment, machinery and so on); (2) these inputs are inserted into a labour process, the technology of which is under the control of capital, to produce a new commodity which is the property of capital; (3) the monetary value of the new commodity is realized through sale in the market that recoups the original monetary outlay but adds a money profit for capital; and (4) the money realized has to be divided and distributed to different factions depending on their claims. Some of it goes to workers in the form of wages, some is taken in the form of taxes going to the state, interest goes to the financiers, merchant profit goes to wholesalers and retailers as intermediaries and rent flows to the landlord in return for the use of the land. The industrial capitalist who organizes production gets whatever is left over. This distributed money power can be used in two ways. A part of it will go to purchase commodities to consume, so that the workers, along with the capitalist factions and the state employees, can live on the commodities produced. The other part is brought back together (often with the help of banks and other financial institutions) to reinvest as money capital, which then goes back through the circulation process all over again. It is only when the money goes back into circulation for a second time that we can say we are dealing with the circulation of capital rather than the particular circulations of money in exchange.

This gives us a picture of the inner structure, the distinctive circulation process for capital in general (Figure 1). This circulation process is not pregiven or predefined. It is not some ideal type waiting to be revealed or discovered, nor is it fixed and determinate with respect to its reach in space and time. It is something that has been and still is in the course of being historically constructed and reconstructed through continuous human social practices. Figure 1 is proposed as a ‘concrete abstraction’ of myriad processes occurring in billions of situations within the social formation.

There is, however, a far broader ecosystem within which this arbitrarily abstracted totality called ‘capital’ has its being. Hence in Figure 1 we see the metabolic relation to nature, the construction of a second nature through urbanization and the building of physical infrastructure along with the production of space and place relations. These are all contextually significant to the more narrowly defined and bounded model of capital circulation within the inner structure of the mode of production. The same can be said of capital’s relation to accumulated 12human knowledge, social relations, culture, tradition and historical collective memory within the population. Capital depends crucially on conditions of social reproduction (for example, population growth to increase the labour supply) and to the constant shaping and reshaping of the wants, needs and desires of populations as these get expressed through the diversity of human consumption preferences. What happens in the realm of social reproduction has huge implications for how the circulation of capital proceeds. It is here that a vast pool of historically accumulated experiences, talents and knowledge, individual and collective, can be found and drawn on by capital for purposes of production and consumption.

Lastly, the state’s role in capital accumulation cannot be ignored. ‘The concentration of the whole in the state’ forms the third level of Marx’s enquiries, followed by the international relation and the world market ‘in which production is posited as a totality together with all its moments, but within which, at the same time, all contradictions come into play. The world market then, again, forms the presupposition of the whole as well as its substratum. Crises are then the general intimation which points beyond the presupposition, and the urge which drives towards the adoption of a new historic form.’ Globalization, the new world order and new economic possibilities are clearly on the agenda.16

The tentacles of the state stretch far and wide within the inner structure of capital and a case can be made that capitalist states (or at least significant elements within them) are now a foundational form of capital itself. In other words, part of state power (like social reproduction) is internal to rather than external to the inner structure of the circulation of capital. To use a formulation that applies to all the distinctive moments within the totality of capital circulation, significant elements within the contemporary capitalist state (such as a Treasury department) are ‘independent and autonomous, but subsumed within’ the laws of motion governing capital’s mode of production. This goes against a mythical account of capital being created purely by capitalists, collectively dragging reluctant states along behind them. From Bismarck’s Germany, Meiji Japan and the military dictatorship in South Korea to the state-led revivals through the MITI organization in 1960s Japan, state-centred development in de Gaulle’s post-war France and the ordoliberalism of the post-war West German state, in all of these instances state-led or -guided capital accumulation has been and, in many respects, increasingly is in the vanguard. Even in the United States, Hamiltonian politics 13and state-led initiatives on land distribution played a critical role in its economic development. In spite of all the rhetoric to the contrary, state-sponsored capital accumulation (typically managed through tax incentives rather than direct state intervention) remains a critical feature in US political economy. China’s astonishing growth since 1978 rests unequivocally on state-led accumulation even when orchestrated by private means, thus confirming the general point. It is also worth noting that state expenditures as a proportion of GDP have remained fairly constant (between 35 and 45 per cent) even over the period of neoliberal anti-state hegemony in policy-making.

Adam Smith’s major treatise, you’ll recall, was The Wealth of Nations and not The Wealth of Capital. The wealth of the state, he argued, could best be achieved by allowing the free functioning of capitalists operating in a price-setting market economy. Smith was giving advice to statesmen, not to capitalists, on how wealth could be created and captured by and within the state for the public good. It is in this context that the otherwise mysterious title of Giovanni Arrighi’s book Adam Smith in Beijing makes sense.17 It gestures to what happened in China after the liberation of market forces in 1978. The significance of state-led accumulation has not, of course, been without its contradictions. Processes of class formation, racialization and gender discriminations within the state have often led to arrested development of capital instead of accelerating growth. The innumerable state links to institutions and the life of civil society often produce antagonistic currents in how state powers are deployed. These deployments may check and regulate rather than facilitate the ambitions of capital. The ambitions of nationalists, socialists and monopolists compete within the corridors of state institutions with those of capitalists and their class formation.

The totality of capital’s inner structure exists within this much broader totality of capitalism as a social formation. Marx’s reason for conceptualizing this distinction between mode of production and social formation is that he sees the mode of capital’s production as the economic engine, the foundational powerhouse, the source of the abstract forces, to which all of us who live under the regime of capital are willy-nilly obligated. This general form of capital’s inner circulation within the social formation is depicted in Figure 1. This is the picture of the inner structure within the totality of the social formation. We need to keep this picture in our heads as we probe deeper and deeper into the details.

14From this perspective, it makes no sense to assign a hierarchical structure of importance or causality to the interactions and interrelations between the different circulation processes at work. The failure of any one of them threatens the body’s life. All the different circulation processes are co-dependent on each other. Without oxygen in the lungs, the heart, liver, stomach and so on cannot function. The same is true, as we shall see, of the economy. Without consumption, no production.18

I here need to interject an important political comment. The Hegelian legacy of totality as ‘diversity within unity’, with emphasis on the unity, has long posed a serious challenge in the history of Marxist thought. In the Hegelian idealist (albeit dialectical) tradition, the totalizing forces make it difficult to imagine any socialist escape from the prison-house of bourgeois formulations and capitalist practices. The end-point, the culmination, is teleologically given in the Hegelian system. The only revolutionary option seems to be blowing up the whole system and starting from scratch, to build something totally different. This is neither feasible nor appealing in our day and age. For this reason, some Marxist thinkers (such as Lukács) gave up on the concept of totality entirely while others quietly buried it. Marx, on occasion, flirts with the Hegelian concept of totality, substituting communism for Hegel’s Absolute State as humanity’s final destination. The teleological presupposition in this formulation led the Hegelian political theorist Francis Fukuyama to erroneously announce ‘the end of history’ when the Cold War ended in the early 1990s. But there is no such teleological presumption in the Grundrisse. Indeed, at one point, Marx rebukes himself for the ‘too idealist’ (that is, Hegelian) manner of his presentation and goes back to start the analysis all over again.19

Marx’s open concept of totality as an ever-expanding ecosystem invites consideration of contingencies, the internal mutations, the innumerable seeds of alternative practices. There are openings at every level to doing things differently, establishing different social relations, cultivating alternative patches of human practices in Zapatista Chiapas, in Kurdish Rojava, in the recuperated factories of Argentina, in the communitarian and collective agrarian practices and solidarity economies sprouting in all sorts of places around the world. There are plenty of abandoned spaces and places and derelict zones open throughout the world to experiment with noncapitalist alternatives. While capitalist 15and bourgeois practices are overwhelmingly hegemonic, particularly in the centres of political and economic power, the possibility to cultivate alternatives is everywhere apparent. The seeds of an alternative to capitalism are liberally scattered around the world, and from time to time they fall on fertile ground. This would be virtually impossible within the constraints of the Hegelian conception. We have to lay to rest at the outset, therefore, the idea that the concept of totality (with its emphasis on the unity in the diverse) is so totalizing and limiting as to make the construction of alternatives almost impossible.

Marx’s Grundrisse is structured as an enquiry into the different circulation processes that produce and support capital as a totality.20 Elaborating on them, we have:


	1The Circulation of Commodities through Exchange


	2The Circulation of Money as Money (commodity moneys, coinage, fiat moneys regulated by the state and so on)


	3The Circulation of Money as Capital (Figure 1)


	4The Circulation of Capacity to Labour (Figure 3)


	5The Circulation of Capital as Fixed Capital and the Consumption Fund (Figure 12)


	6The Circulation of Interest-Bearing Capital (loan capital and private debt)


	7The Circulation of Fictitious Capitals (taken up in Volume 3 of Capital)


	8The Circulation of State Revenues and State Debt Creation




The overall circulation process of capital can be disaggregated in other ways. In Volume 2 of Capital, Marx distinguishes between the circulation of capital as money, the circulation of capital as commodities, the circulation of capital through production and the circulation of all three forms taken together. Marx’s point here is to show that the form capital takes opens up radically different possibilities and opportunities for the capitalist on the ground at the same time as it imposes certain constraints. When capital is in its money form, it offers all sorts of open possibilities, such as mobility across sectors and regions compared to when it is locked into the moment of production, which may require heavy investment in immobile plant and equipment. A capitalist industrialist may have a steel plant valued at $10 million, but that is very different from a capitalist armed with $10 million in cash who can use it, as did George Soros, to 16bet on currency exchange rates so as to quadruple his money capital in one week. If money is the butterfly form of capital and commodities are the caterpillar form, production is the chrysalis form where value and surplus value are incubated.

In Marx’s Economic Manuscript of 1864–1865 (which Engels relied on in compiling Volume 3 of Capital), these technical features are enriched by the emergence of class factions: merchant capitalists concentrate and specialize in the sale of commodities in the market, finance capitalists and bankers concentrate on money flows and industrialists concentrate on production, much of which is locked into place because of sunk investments.21 While it is true that the industrialists operate at the heart of the creation and production of value and surplus value, the same cannot be said about appropriation or realization. Merchant capitalists can, in certain circumstances, dominate appropriation, exercising the power of monopsony (the power of controlling producers by monopolizing market outlets). This is what Walmart, IKEA, Home Depot and the major shoe and clothing brands do. Even electronics operates this way. Apple, for example, dominates at the front end of design of product and operates, in part, as a merchant appropriating much if not most of the surplus value at the sales end. In between are Foxconn and a whole supply chain of parts makers who employ most of the labour and produce most of the surplus value in Asia that Apple appropriates through its sales in the United States and Europe as well as in China. In automobiles, on the other hand, the producers hold the power, mobilizing a network of dealerships and financiers in their service. General Motors, for example, created a whole finance unit to extend credit for car purchases, which ultimately evolved into General Motors Acceptance Corporation becoming an independent bank.

The power relations between these factions are fluid and contingent, depending on sector and geographical situation. Plainly, since the 1970s, capital in general has witnessed a shift in which the merchant and finance factions have expanded their power at the expense of industrial capital, though unevenly, depending on place and sector. One measure of this is to look closely at the sectors and countries from which billionaires emanate today as opposed to yesteryear.

In Capital Volume 2 and the Grundrisse, Marx also examines the circulation of fixed capital (including infrastructure for production) and 17investment flows into the consumption fund (fixed equipment for consumption in the forms of houses, hospitals, schools and so on). These forms of circulation have become far more prominent in contemporary capitalism than was the case even in the 1970s (see Figure 12). Marx also studies different working periods and turnover times in Volume 2, followed by chapters on the circulation of variable capital (as wages) and surplus value (as profit), culminating in the modelling of circulation relations between capital and labour in a macroeconomic setting. The reproduction schemas presented at the end of Volume 2 (inspired by the work of the eighteenth-century French economist Quesnay), it is now acknowledged, were one of the first coherent attempts to build a macroeconomic model of the capitalist economy as a totality. Conventional economics only got around to doing something like this in the 1930s.

The boundedness of the totality (both structurally and geographically) is to some degree arbitrarily imposed by the investigator, even when material conditions support a particular definition of boundedness. In the case of the human body, to continue this analogy, there are strong reasons to consider it as a working totality for purposes of medical investigation. But the general social conditions in which that body operates cannot be ignored in any approach to health conditions in society. For example, a cause of death might be very specific from a medical standpoint, but the social context of substance abuse and opioid addictions, of alienation and social anomie, and all the economic and social reasons that lie behind these phenomena are of great significance to understanding recent trends in morbidity. Furthermore, the disaggregation of medical knowledge into distinctive specialisms becomes problematic when it leads to the neglect of interrelations between the different circulations. The loss of a holistic perspective in medicine sometimes turns out to be at the root of failures to understand certain critical mental and material aspects of human well-being.

We might also ask how Marx’s organic ecosystemic approach is distinct from the widespread application of conventional systems theory to evolutionary processes. Biologist Richard Levins draws this distinction: ‘Despite systems theory’s concern with complexity, interconnection and process and despite the power of its mathematical apparatus, it does not deal at all with the richness of dialectical contingency, contradiction or historicity.’22 Conventional systems theory thus remains, at heart, 18static and reductionist. The difference lies in Marx’s turn to dialectics to embrace contradictions and mediations. The latter become critical as the mediating power not only of market exchange but also of alienated class relations (of both capital and labour). These take centre stage in Marx’s theory of capital as a totality. In this theory, the economy is not powered by external forces (which do, from time to time, have a huge impact on economic life, as in the case of Covid-19) but by the inner contradictions driven by the antagonism inherent in the class relation between capital and labour.

The reason for this emphasis on contradiction is to demonstrate the inner instability and the crisis-prone character of the capitalist mode of production and to disprove the bourgeois presumption that a capitalist mode of production can ever be harmonious (in equilibrium). In the bourgeois view, major crises are solely due to external events such as harvest failures or resource scarcities. ‘In the crises of the world market, the contradictions and antagonisms of bourgeois production are strikingly revealed. Instead of investigating the nature of the conflicting elements which erupt in the catastrophe, the apologists content themselves with denying the catastrophe itself and in insisting, in the face of their regular and periodic recurrence, that if production were carried on according to the textbooks, crises would never occur.’23 The problem, says Marx, is that the apologists cling ‘to the concept of unity in the face of contradiction’. Crises are inevitable expressions of the internal contradictions of capital.

The dialectical perspective also presumes that all forms of behaviour are purposive. In capital’s case, the immediate purpose is the pursuit of profit or, as Marx prefers to call it, surplus value. But it turns out that this is merely a means (and a primary one at that) for the creation and appropriation of monetary wealth as a source of social, economic, political, military and above all class power. Surplus value, produced by labour, is the means for the production and reproduction of capital, the capitalist and capitalist class power. Capital is produced by labour.

This obvious purposiveness at the heart of capital led influential thinkers in the past such as Lukács to deny Engels’s theses on the dialectics of nature. Since science could discern no overwhelming purposiveness in the natural world, it followed that dialectics had no application in the evolutionary sciences. Recent thinking presumes purposiveness 19in nature even as it accepts that we do not know and perhaps can never know what that purpose might be. Our mistake is to presume that purposiveness has a moral goal. Yet we do know that, if the humble bee failed to fulfil its purpose of pollination, human life on Planet Earth would be seriously compromised. Dialectics has an increasing role in the sciences, it turns out, though not in the way that Engels had proposed. It is the dynamic dialectics of becoming of the mode of production as a totality that is central to our concerns here.

The purposiveness that lies at the heart of the theory of capital is in no way exceptional. It clashes, moreover, with the purposiveness of the labourers forced by circumstance to sublimate their desire for a decent house in a decent living environment at a decent standard of living with abundant time to pursue their pleasures at will. The alienated labourer and the equally alienated capitalist work together at cross-purposes. ‘The decisive factor is not the health of the worker’, Marx observes, ‘but the ease with which the product must be constructed … which is on the one hand a source of growing profit for the capitalist [and] on the other hand the cause of a squandering of the worker’s life and health.’24 This clash of perspective and purpose lies at the heart of what class relations and class struggle is all about within a capitalist mode of production. The realization of one purpose, however, frequently denies the capacity to realize another. Take the history of just one commodity, sugar. The capacity to produce and to realize surplus value and to accumulate huge fortunes of wealth and power through the West Indian plantation system, based in slave labour, played a highly significant role in the rise of capital accumulation worldwide from the seventeenth century onwards. It was astonishingly profitable, but at the expense of a bitter legacy of racism and slavery. It also left a legacy of sugar-based diets with acute problems of obesity and diabetes as a worldwide problem. This has contributed markedly to the ill health and misery of human populations even as they continue to love to consume sugary things, oblivious of their horrendous history.

A simple version of systems thinking can, however, be usefully extended to illuminate the problematic role of the state within a capitalist mode of production. A sovereign state is an economy functioning within a defined territory. It was only in the 1920s that data began to be collected as if there were such a thing as nation-state economies. The 20behaviour of each sovereign state within the interstate system depends on political and economic conditions as well on the forms of collective action (such as tariffs and quotas) organized politically for the defence of state interests. And those interests can be remarkably diverse as well as broad. Sovereign states are organized as crucibles for accumulating economic wealth and power in competition with other sovereign states. Much of that wealth is appropriated by ruling elites and institutional powers. The effects of interstate competition and geopolitical strategizing on the productivity of capital in general are of great significance. But this does not necessarily contribute to the health and well-being of working populations within these states. Indeed, it is more often than not the source of their misery and mental anguish. They are the ones who fight the wars and then pay for their consequences. The flows of capital that may augment the wealth and power of a capitalist state typically line the pockets of its ruling class and their hangers-on.

In Marx’s conception of capital’s totality, the dialectical emphasis is on the fluidity, instability and creativity of the contradictory processes (both social and natural) that sustain and create it. The theme of contradiction therefore plays a critical role in the unfolding of Marx’s presentation. Marx opens Capital, for example, with the unitary concept of the commodity, which has a use value and an exchange value. Its owner cannot sell it and use it at the same time. The contradictory unity of use and exchange within the commodity is brought back together by the labour value that all commodities possess in order to be exchanged. Value as a numeraire in the market rests on socially necessary labour time. But labour time comes in two forms: abstract and concrete. The latter is the particular labour input of a given producer in a given place and time, which is very different from the average amount of time taken by multiple producers to create a comparable commodity. The concrete and the abstract, in turn, come together at the moment of exchange, which produces a distinction between equivalent and relative forms of value. These are unified in the universal equivalent which is a money commodity (for example, gold and silver). This performs several contradictory functions.

It takes many successive steps of this sort to get to that opposition between alienated labour and alienated capital in the act of production which produces surplus value. This gives rise to the forms of absolute and relative surplus value (to be taken up later) which produces the contradiction between rate and mass of profit and so on. I shall, in this text, follow Marx’s technique of presentation and project it forward into topics that Marx left somewhat open. When the opposition between fixed and 21circulating capital posits the circulation of interest-bearing capital as essential, it then poses the question of the contradiction within interest-bearing capital. This I propose to present as the contradiction between fictitious and real capital, which achieves a contradictory unity through the interventions of the state-finance nexus. This then opens up for exploration the contradictions within the state-finance nexus.

There is one further foundational question that has to be posed. Capital takes on multiple material forms (commodities, productive activity, money) as it circulates. But what is it that these different forms (‘moments’) have in common? What renders them commensurable and convertible into each other? Marx’s answer is that they all, in one way or another, reflect something important about the qualities and quantities of human labour applied in their creation. Marx calls this quality ‘value’. While all commodities exchanging in the market are valued in terms of their relation to human labour, not all products of human labour are commodities. If I prepare a tacos lunch for family and friends on Sunday, that entails the application of human labour. But it entails the production of a use value that is not value. If I do exactly the same thing on Monday for sale in a restaurant, then the tacos have potentially both a use value and an exchange value. Their value is realized through sale to a customer. Marx thus notes, ‘Labour with the same content can therefore be both productive and unproductive.’25

There is, as Marx points out, plenty of room for ambivalence in this distinction. For instance, Milton, who wrote Paradise Lost, was an unproductive worker. On the other hand, a writer who turns out work for his publisher in a factory-style setting is a productive worker. Milton produced Paradise Lost as a silkworm produces silk, as the activation of his own nature. He later sold his product for £5 and thus became a merchant. But the literary proletarian of Leipzig who produces books, such as compendia on political economy, at the behest of his publisher is pretty nearly a productive worker since his production is taken over by capital and occurs only in order to increase it. A singer who sings like a bird is an unproductive worker. If she sells her song for money, she is to that extent a wage labourer or a merchant. But if the same singer is engaged by an entrepreneur who makes her sing to make money, then she becomes a productive worker, since she produces capital directly. A schoolmaster who instructs others is not a productive worker. But a 22schoolmaster who works for wages in an institution along with others, using his own labour to increase the money of the entrepreneur who owns the knowledge-mongering institution, is a productive worker.26

In writing this text, I am an unproductive worker and I can claim the same imperative that leads the silkworm to produce silk. It is in my nature! But, when a publisher takes this content and turns it into a book for sale in the market, I may receive a royalty for permitting the publisher to use my content to generate surplus value (profit). If I am lucky enough to write a bestseller, I can then retire and do whatever I want by living the life of a rentier.

At a certain point, however, Marx makes a qualitative shift in his ruminations on the topic of productive versus unproductive labour. He recognizes Adam Smith’s concern to restrict if not abolish the parasitic activities of state, church, the law, the military and, above all, the landholders and to redirect the economy away from these rentiers and unproductive workers in order to support the contributions of entrepreneurs and their labourers. This idea also lay at the heart of the work of Saint-Simon in France. But Marx sees this as the creation of a distinctive social relation that allows for the production of surplus value rather than the purely physical production of useful things. Later on, he recognizes that the distinction between productive and unproductive can no longer be restricted to individuals. It has to extend to the whole collective enterprise of, for example, factory labour, within which there are all manner of specialized functions (such as cleaning and maintenance as well as active production).27 It is the social rather than individual contribution that counts. It would then be theoretically possible to extend the definition to whole commodity chains, from copper and tin mines to coffee tables, for example. But at that point, the historical materialist definition of productive labour would become so diffuse that it would no longer be useful, leaving a residual pool of class hostility towards the parasitic rentiers.

Value gets created in the first instance through the application of living labour in the production of commodities for sale in the market at a profit. It gets represented and realized in circulation and consumption. Value courses through all the different moments. Its initial measure is given as socially necessary labour time, the time on average taken by labour to produce a commodity ready for market. This definition of value needs, at this point, to be taken on faith. Value is immaterial in the 23sense that it is impossible to cut a commodity open and extract the value from it. Yet it is objective because, if I take a commodity to market and no one buys it, the labour embodied in it is socially unnecessary and hence not-value. Value is a conceptual abstraction of the sort familiar across the sciences and social sciences. We cannot measure gravity directly but we can infer its existence from its effects. We cannot measure the political power of someone like Donald Trump directly, but we can infer its existence because of its effects. Capital is not an objectified thing (as in conventional economics) but a process. It is value in motion. It passes through the different moments of money, commodity, production, consumption and distribution before once again appearing as money to be used as capital. The speed of its motion is constantly changing. In the course of its motion, capital exhibits the capacity to expand itself, to be the fount of profit, the lust for which powers the whole system ever onwards, building more and more class power.

This leaves us with the first major conundrum: Where does the increment in value – the surplus value – come from? What grounds the surplus value (or monetary profit), which is the object of capital’s purpose?
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2 The Circulation of Labour Capacity and the Origin of Profit

The category of labour lies at the heart of Marx’s analysis. Labour in itself is, of course, a category common to all modes of production. Historically, the organization of labour (work) in general and of wage labour in particular has taken on many forms. But, as Marx writes in the Grundrisse, ‘One of the historic presuppositions of capital is free labour’ exchangeable for money and separated ‘from the means of labour and the material for labour’. This presumes ‘release of the worker from the soil as his natural workshop – hence dissolution of small, free landed property as well as the [dissolution of] communal landownership resting on the oriental commune’. The land, which is a foundational means of production in all modes of production, must be commodified and traded under rules of private property even though it is not in itself a commodity. In prior forms, ‘the natural unity of labour with its material’ is achieved and ‘the individual relates to himself as proprietor, as master of the conditions of his reality.’1 Under the rule of capital, labour is alienated in relation to itself. The labourer does not control the labour process, the product or its value (however that may be measured). It is also alienated in its relation to nature, the storehouse of use values to be used by the labourer in commodity production. Nature becomes a repository of use values to be freely extracted and appropriated by capital but rendered inaccessible to the labourer by the barrier of land ownership. Access to private property in land, and to all the resources that lie therein, depends on the extraction of ground rent by landowners.26


[image: A circular flow diagram shows how money power, labour, commodity markets, and household economy connect through wages, production, consumption, and competition.]

Long Description for Figure 3
The diagram presents a circular flow linking money, labour, and commodities. It begins with money power, described as credit, finance management, and liquid assets. Money power enables the buyer of commodities to purchase goods through commodity markets. These markets provide wage goods, luxuries, consumer durables, and social services. Commodities then move to the household economy, where social reproduction takes place through labour qualities, consumer habits, and everyday wants and needs. From the household economy, labour supply enters competitive segmented labour markets. Within these markets, labour capacity is exchanged for wages and becomes hired labour. Hired labour enters the labour process, where surplus value is created by labour under the command of capital. This process generates wages earned, which flow back to money power, completing the cycle and allowing it to continue.



Figure 3. The Circulation of Labour Capacity



The rise of industrial capital was predicated on the dissolution or transcendence of former conditions of labour. It entailed the creation of a distinctive mode of circulation of labour capacity (Figure 3) that integrates with and supports the requirements of capital accumulation (Figure 1). These two circulation processes – of capital and of labour capacity – collide to produce value and surplus value (profit) in commodity form. The free labour that capital requires has to be free in a double sense: that unlike slave, serf or indentured labour, it is free to offer its capacity to labour to whomsoever and wherever it chooses, while being simultaneously ‘freed’ from any access to land as a primary means of production. Labour cannot, therefore, produce its own sustenance on its own account. For capital to exist, there had to be a labour force that had no option but to offer its capacity to labour to capitalists in order to survive.2 In its prior existence, such a labour force – when it was not bound down by slavery, serfdom or indentured forms of labour – exchanged its capacity to labour against revenues (of the state, the church, the feudal lords or in the military). The existence of active labour and 27land markets was a necessary precursor and precondition for the rise of industrial capital. Forms of employment in nonproductive sectors (that is, those not producing surplus value) did not disappear with the emergence of industrial capital. Indeed, as the productivity of the labour force employed by industrial capital rose, so more and more workers were made available to work in nonproductive forms of employment (such as personal services, the state, the law, the church, the military, cultural institutions and the like). What all wage labourers (both productive and unproductive) have in common is that their capacity to labour belongs to the buyer (the capitalist) during the hours of contract but not beyond. That contract is the legal expression of the class relation between employers (capitalists) and employees (labourers).

How this class relation is performed by industrial capital is the crucial story. The rapid growth of industrial capital depended on a continuous growth in labour supply through, for example, population growth, the forced eviction of rural populations off the land, the proletarianization of professional layers and middle classes, as well as mobilizing previously enslaved, enserfed, indentured or colonized peoples. While some sort of wage labour force pre-existed the rise of industrial capital, the dynamics of that rise required the continuous augmentation of free labour supply and important transformations in its qualities as well as in its quantities. When all other sources of surplus labour supply are exhausted, capitalists can produce their own reserve army of surplus labourers by deploying technological and organizational changes that so raise the productivity of labour as to create technologically induced unemployment.3

The emergence of capital out of the circulation of money is the originary moment for capital. ‘Capital comes initially from circulation, and, moreover, its point of departure is money.’4 This emergence rests, however, on the ability of the capitalist ‘to find upon the market a commodity capable of creating more value than it itself has’.5 That commodity is labour power, the capacity to labour. This is a critical point, both historically and theoretically. The only commodity that capital can find on the market that has the capacity to create more value than it has itself is labour power. No other commodity will do. This is the only commodity that can bridge the contradiction between the rule that all commodities should exchange at their value while producing the surplus value that sustains profit on a continuous basis. This first ‘law of value’ 28is not designed to explain the relative prices of commodities by way of differential labour inputs, as some economists believe (Marx explicitly rejects that idea). It simply explains the origin and continuous production of profit (surplus value) in a perfectly functioning free market society. It answers the question: Where does profit come from in a free market society?

Inspection of the spiral form reveals a contradiction that Marx only touches on rather obliquely.6 Expansion through production of surplus value obviously implies a parallel expansion in effective demand (consumer capacity). Marx concentrates on how the surplus value is produced but does not analyze in any depth the conditions under which the surplus value is fully realized. In Volume 1, he explicitly assumes everything trades at its value in the market.7 The problem of where the necessary increase in effective demand comes from has been the subject of intense debate. Malthus dissected the nature of the problem. The exploited workers cannot possibly be the source of sufficient effective demand. Nor can the capitalists, who are obliged to reinvest. Productive consumption through reinvestment is insufficient as a source of expanding effective demand.

To square the circle, said Malthus, there must be classes whose sole function is to consume and so provide the effective demand necessary to realize the extra value in the product. The rentiers, the monarchy, the church, the state, and the wealthy landed aristocracy therefore played an important and positive economic role as consumers. Marx even accepts that Malthus was quite right to notice the role of ‘surplus idlers consuming without producing, or the necessity of waste, luxury, lavish spending, etc.’,8 something that has become an ever more conspicuous feature of our times. Without them, said Malthus, the economy would be in a state of constant overproduction (or, take your pick, underconsumption) and would lapse into permanent crisis. Ricardo rejected this proposition, preferring instead to embrace the tautologies of Say’s Law, which states that overproduction is logically impossible, since every purchase is a sale and every sale is a purchase. Malthus was contemptuously dismissed as a ‘general glut theorist’,9 who legitimized the economic role of the rentiers Ricardo, Saint-Simon and Marx despised. Marx and Ricardo then had to explain where the extra demand came from that could realize the 29ever-expanding surplus value. To be sure, Malthus was half-right at that time, because a huge amount of residual wealth had accumulated under late feudalism and early colonialism that could be used to buy excess commodities. Injections into the money supply (for example, the California Gold Rush of 1848 or quantitative easing in our own time) could have short-term impacts. Rosa Luxemburg saw the imperialist trade with noncapitalist social formations such as China in her time as a logical answer.10 The contemporary version of this is the vast increases in aggregate consumer demand (as well as in labour supply) from China since 1980. The automobilization of China has been a huge boon to German automobile companies like BMW. Starbucks has more coffee shops in China than in the US, and the China market has been crucial to Apple even though Apple has less than 10 per cent of it. If all this dries up, capital would then collapse unless there is another way to sustain the spiral form of endless accumulation. My own answer is that that spiral form is sustained through the credit system. If Marx recognized this, he did not want to examine it in the very opening chapters (or even the first two volumes) of Capital. He postponed the matter until, in Volume 3 of Capital, he begins to explain how an accumulation of capital increasingly and inevitably appears as an accumulation of debts.11

Here is a schematic version of how it works. A capitalist lacks funds to purchase a crucial input into production. He or she borrows money from the bank or from other producers to buy the commodity but then finds after production that there is not sufficient market power to buy the final commodity (including the surplus value). So the capitalist sells it on credit. Loans are, as students who take them to fund their studies clearly know, ‘a claim upon future labour’.12 Transactions in the present are thus financed by mortgaging future labour. In a trading system comprising millions of participants, the borrowing and lending can be roughly counterbalancing. Crises may occur when a large number of claims on future labour fail to be honoured and realized. As all the other ways in which effective demand can be brought to match further accumulation dry up, credit-fuelled effective demand moves centre stage to sustain the spiral, as has happened in the world economy most dramatically since 1980 or so. In a crisis, Marx notes, ‘The antithesis between commodities and 30their value form, money, is raised to the level of an absolute contradiction.’13 Marx-like, we delay further consideration of the consequences of this until later (Chapter 13).

Let us return to the production of surplus value in the moment of production. Labour power, says Marx, is ‘the form-giving fire’ out of which capital is forged through surplus-value production.14 The capacity to labour is not innate. It is learned and passed on from generation to generation. Knowledge of labour processes and techniques is accumulated, internalized, documented and diffused across social groups and whole populations. Capital appropriates all of this as if it has the sole right to the knowledge that is embodied in the very consciousness and being of the wage labourer. Some precapitalist forms of knowledge are transformed into key use values (skills) that capital can and does appropriate. Other customs and forms of knowledge are discarded, in some instances prematurely, as turned out to be the case of indigenous knowledges of medicinal uses of local plants, which have been pirated in recent times by the big pharma companies.

For example, the plantation owners in the Carolinas were much admired in the late eighteenth and early nineteenth century for their innovations in developing tidal rice production. They developed a strong commercial agriculture based, to be sure, on slave labour. But it was later shown that it was the African slaves themselves who brought the techniques and knowledge of tidal rice production from West Africa, where it had been previously well developed. The slaves continued to manage the process throughout. The only innovation attributable to the plantation owners was to substitute commercial white rice for the noncommercial West African black rice brought to the New World and used by the slave populations for their own sustenance.15

Labour power is not a commodity like any other. It is not a product of human labour. Its value is set by the value of the commodities that the labourer needs to consume in order to survive at a given standard of living. In the United States, the poverty level for a family of four is defined by the value of the market basket of commodities deemed necessary to survive at an adequate standard of living in a particular place and time. Amy Glasmeier has recently developed a ‘living wage calculator’ for localities in the United States which ‘includes the basic elements 31of a cost of living: housing, food, child care, transportation costs, miscellaneous – which includes clothing, as well as taxes’. It is, she says, ‘designed to be a minimum living wage that someone would need to be able to pay the basic expenses of their daily lives’.16 In most instances it turns out to be much higher than the existing legal minimum wage, but it also varies significantly from locality to locality. This is the sort of standard that Marx has in mind when thinking about the value of labour power (the basic wage rate). This value varies a great deal depending on environmental and cultural conditions and the definition of necessities (for example, a mobile phone has become a necessity, while air conditioning is considered necessary in Texas but not yet in Maine). Class struggles over the standard of living of labour affect the value of labour power, while, as Marx points out, a ‘moral element’ often enters into its determination:17 bourgeois reformers may seek to set up an adequate living standard for the working citizens of a particular state simply because living around chronic poverty is unpleasant and risky (for example, contagious diseases do not observe class boundaries) and because of the need to build an adequate mass market for the commodities produced. Statesmen also became aware that an exhausted, decrepit workforce was totally inadequate for military service. Fostering consent and keeping potential unrest under control have also been considerations.

The value of labour power in the Nordic countries is very different from that in China, Brazil or the United States. It is very different between Alabama and Massachusetts. The definition of what constitutes a living wage is thus highly controversial. The value of labour power is, furthermore, sensitive to differentials in skills. Marx finesses this problem by suggesting that the value of skilled labour is some multiple of the value of ordinary unskilled labour. It has to include the costs and time of training and learning appropriate skills. But, proposes Marx, for purposes of theorization, we presume that the value of simple labour power is fixed in a given place and time. This abstraction of the value of labour power as a ‘known datum’ enables him to see more clearly where profit comes from. It simply arises out of the fact that the value paid for a day’s work is fixed by the value of labour power, and this is less than the value the labourer produces for capital during the hours worked. This is what Marx calls ‘surplus value’.

32The study of the circulation of labour capacity in relation to the circulation of industrial capital is as theoretically revealing as it is politically instructive (Figure 3). The circulation process can be broken down into five distinctive moments, each with its own distinctive characteristics and conditionalities. For example, labour markets vary remarkably, both historically and geographically. The degree of regulation, the level of class conflict, the capacity for state intervention and the overall state of class struggle vary from one place to another. Marx mainly analyzes the economic roles of labour and capital as concrete abstractions and not as the qualities of actual capitalists and workers as persons in the workplace and in the market. Marx thus analyzes economic roles, not the lives of individual persons. Even so, conditions in the labour market and at the point of social reproduction of labour power are relatively fixed, though they vary substantially over space and time.

The worker begins the day by entering a labour market as a seller of labour capacity in competition with other workers. The buying and selling of labour power constitutes a labour market of some sort. That market, as we shall later see, may be segmented, segregated by race, ethnicity, religion, skills or gender and subjected to all manner of social and political regulation. Getting hired is often a difficult process. If hired, a certain segment of the working population participates in a labour process of commodity production, designed and commanded by capital to yield value and surplus value. The worker’s capacity is alienated: Workers have no effective control over the labour process or the nature and value of the commodity produced, all of which belong to capital. However, as recipients of a wage, workers have discretionary freedom as to what to do with their money power. Some, if not all of it, has to be used to buy commodities in the market, both necessities in order to live and discretionary commodities that give pleasure (in Marx’s case that included tobacco!). Any surplus may be saved for a rainy day, put by for old age or frittered away in reckless consumption or gambling. Finally, workers purchase the commodities they need to survive before returning to their homes with those commodities to participate in the complex processes of social reproduction, of both themselves and of others, such as children and others dependent on them. Such individuals typically live in a household (however defined) in a physical neighbourhood. The qualities of daily life within that neighbourhood world of social reproduction can vary substantially.

These are the five key moments in the circulation of labour capacity (as shown in Figure 3). When industrial capitalists encounter the 33labourer as the bearer of labour power, they offer a money wage in return for delivery of the capacity to labour and the ability to produce surplus value. This money wage should be sufficient for the labourer to buy all those commodities needed to live at an adequate standard of living. In return for the money wage, the capitalist has the right to employ the capacity to labour for a given period of time (subject to contract negotiation) under capital’s direction, in order to produce a new commodity for sale in the market. The capitalist also needs to buy means of production (raw materials, partially finished products, plant and equipment, tools and machinery, energy and so on). Adopting a particular regime of technology and organizational form (for example, the factory and power looms), the capitalist organizes the production of the new commodity (for example, a bolt of cloth) on the presumption that someone will want to buy it for its use value (for example, in clothing manufacture). The exchange value of the new commodity rests on the past and present labour time congealed within it through production. From the standpoint of the market, this time is not the individual time of concrete labour in a particular production process that matters, but the average time taken to produce a comparable product by all producers of bolts of cloth. This is what Marx calls the socially necessary labour time (the abstract labour) embodied in the product. It often differs substantially from the concrete labour times actually expended by different producers. Marx conceptualizes the socially necessary labour time (abstract labour) congealed in the commodity as value. This value is then realized in monetary form through a sale of the commodity in the market.

The values of the inputs (the raw materials, the instruments of labour used up, the partially finished products and so on) are preserved and transferred into the new commodity (Marx designates these elements as c – constant capital). The labourers also add value to the product by congealing their labour into the new commodity. How much value is added depends on the hours worked. Capitalists know that they will have to pay a wage roughly equivalent to the value of labour power. The labourer produces the equivalent of the value of labour power (designated by v, the variable capital) in, say, six hours of work. Once that requirement is covered, the capitalist can keep the labourer working for, say, another four hours. This is the surplus value (designated by s) that underpins the money profit. The total value congealed in the product during the ten-hour day is designated as c + v + s.

Consider now some features of Marx’s simple notation. The ratio s/v measures the rate of exploitation of labour power. The ratio c/v (variously 34called the organic or value composition of capital) is a measure of labour productivity, or capital intensity. The ratio s/c+v is a measure of the rate of profit, while c/s+v captures the relation between past and present labour in production. Marx will make much of the movement of these ratios, particularly in response to technological and organizational change, which affect the value composition. Note immediately, however, that the rate of profit is always lower (sometimes substantially so) than the rate of labour exploitation because s/c+v is always less than s/v. It is also easy to infer that any increase in the value composition due to rising labour productivity will produce, everything else remaining equal, a lower rate of profit. As the ratio c/v increases the rate of profit, s/c+v, declines.18

The procurement of surplus value (profit) is the be-all and end-all of the capitalist’s ambition. It is labour power that adds the value and labour power that has the capacity to produce more value than it itself has. The capitalist merely captures and appropriates the surplus value that labour produces. The encounter between capital and labour is the inception point for the systematic production of surplus value (profit). It is, above all, the point where the persona of the industrial capitalist is produced. From a materialist standpoint, it is the labourer who produces the industrial capitalist. Or, as Marx prefers to put it, ‘Capital is dead labour which, vampire-like, lives only by sucking living labour, and lives the more, the more labour it sucks.’19

In this accounting, everything depends on the hours that labourers work beyond those required to produce the value equivalent of their own labour power. It is for this reason that struggles over the length of the working day, the working week, the working year and the working life are foundational within bourgeois society, with major implications for the capitalist social formation as well as for the theory of the capitalist mode of production. This is the moment when we see the abstract rendition of processes in the deep structure of the capitalist mode of production rising to the surface of the daily lived experience of workers. The ongoing struggles over the length of the working day, what Marx calls ‘absolute surplus value’, cannot be resolved by appeal to bourgeois property rights or law. As Marx puts it in Capital, the capitalist has the right as the owner of the capacity to labour to demand as much from that capacity as possible. Intercapitalist competition and ‘the coercive laws of competition’ force individual capitalists to extend the working 35day as long as possible no matter what individual capitalists might think appropriate. The worker, likewise, has the right to resist when the hours worked and the intensity of the labour become so onerous as to threaten the worker’s health and longevity. Between these two equal rights, Marx famously observes, ‘force decides’.20

‘Force’ here is political as well as physical. Class struggle ensues. The struggle over the appropriation of the labourer’s time litters the history of capital accumulation. At some point, the state is obliged to intervene to regulate the length of the working day in the interests of both labour and capital. Capital’s interest is not generally served, after all, by killing off workers through overwork or so exhausting and diminishing them as to lower their productivity. This is what the unlimited operation of the coercive laws of competition will likely produce. With the help of the reports of the factory inspectors, Marx presents an overview of working conditions in Britain during his time, culminating in the case of Mary Ann Walkley, ‘20 years old, employed in a highly respectable dress making establishment’ where ‘girls work on an average 16½ hours without a break, during the season often 30 hours, and the flow of their failing labour power is maintained by occasional supplies of sherry, port or coffee’.21 Walkley quite simply died from overwork.

This plunges us into the killing fields of industrial labour. This was the fate that befell many African Americans in the wake of the emancipation from slavery in the United States. Using incarceration for the most minor of offences and legally organizing prison labour by the state, a new form of wage slavery was created in the US Southern states, in which death from overwork or from indiscipline was an acceptable practice. Death from overwork is still a formal cause of death, though not so widespread, in Japan, China and some sectors like the Thai fishing industry. Employees in Jack Ma’s Alibaba in recent times worked on a schedule from 9 in the morning until 9 at night for six days a week. In response to widespread complaints and resistance to this infamous 996 system, Ma merely stated that the workers should be grateful that they have a job and feel proud to contribute to the global economic power of China through their hard work. He neglected to say that by this extraction of absolute surplus value he had become one of the richest persons in the world. The Communist Party has now stepped in and outlawed the 996 system. They have also designated the province where Alibaba is headquartered 36as an experimental ‘common prosperity’ zone in which Ma and other billionaires have been invited to put much of their immense personal fortunes to the achievement of the common prosperity of all. Ma has largely disappeared from public view, and his donations are managed by Communist Party officials and not by NGOs under his control. For a while, he was living in exile in Japan. The extraction of absolute surplus value in China is in this manner currently being curbed by political intervention. In Marx’s time, significant legislation to regulate the length of the working day was introduced in Britain, partly because the working class became more organized and powerful but also through an alliance, Marx tells us, with class factions ‘not directly interested in the question’. In a Parliament where the landed interest and aristocracy still had a great deal of power, legislation against the interests of the loathsome upstart industrial capitalists remained feasible.22

But in the absence of such interventions, the constant pressure from capital to raise the rate of profit by depressing the value of labour power is matched only by pressures to lengthen the working day as much as possible. The inevitable result is ‘absolute poverty [of labour] as object, on one side, and … the general possibility of wealth as subject and as activity’ on the other side, that of capital and the capitalist.23

The labourer’s experience of capital is not confined to the workplace, and Marx takes time out to comment on the inner relations between the different moments in the circulation of labour capacity.
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