MODULE 5
THE CAPITAL ACCUMULATION PROCESS
Capital Accumulation as Expanded Reproduction 

The immediate goal of the capitalist is to appropriate value in its surplus form. If she does not and merely recoups her expenses for wages, raw-materials and the like, how is she to live. Answer: By drawing on her capital. But that means that the next time she throws values into t he market in order to valorize them she will have less to throw in. Assuming that again she fails to appropriate value in its surplus form she will either have to contract her expenses as a capitalist and so produce on a smaller scale; or she continues with the same expenditures for labor power, raw-materials, etc. by obtaining credit from the banks. Further failure to appropriate value in its surplus form means that she will either have to go to work herself as she gradually loses any money capital with which she can hire others; or she fails to repay her loans and goes bankrupt. So appropriating surplus value is a necessity from her standpoint. But once that value is appropriated, so too is it necessary to reinvest the larger part of it along with the money recouped for the expenses of production. This means that in successive production cycles our capitalist is appropriating progressively more value in its surplus form and laying out more money capital for premises, labor power, raw-materials and the like. The values under the control of our capitalist are expanding. This is what is meant by the accumulation of capital.

Accumulation is a necessity. Capitalists must expand or face possible extinction. Given the competition of other capitalists, the exigencies of markets, the need to constantly have an eye to the introduction of new technologies, it is only thus that they can maintain their possession of their respective capitals - money, raw materials, instruments of labor - necessary to put others to work.. Having been appropriated the larger part of the surplus value must be reinvested along with those revenues that represent the original values laid out for raw-materials, machines and labor power. In short too much can never be enough. Value is preserved by expanding it and competition acts as the coercive force that mandates that logic.

Marx introduces this idea through a discussion of a couple of ahistoric categories: simple and expanded reproduction. In the case of simple reproduction sufficient of the product assumes the form of new means of production as to maintain the existing level of production: to reproduce the society in its existing material form, in other words. In expanded reproduction, on the other hand, the surplus is defined so as to allow increasing absolute amounts over time to be devoted to new means of production alongside those simply replaced, as well as to support new workers to use those means of production. Under capitalism, Marx argues, simple reproduction is impossible. Capitalist reproduction could only be 'simple' if the surplus value was consumed by the capitalist rather than put back into production:

"If this revenue serves the capitalist only as a fund to provide for his consumption, and if it is consumed as periodically as it is gained, then, other things being equal, simple reproduction takes place." (p.712)

But, of course, the capitalist does not consume surplus value in its entirety: a certain portion is -- necessarily -- invested in means of production and labor power over and above the magnitudes (in value terms) employed hitherto. Those who control the means of production, the capitalists, would risk going out of business if they engaged in strategies of simple reproduction simply by virtue of their competition with other capitalists. Expanded reproduction is necessary and assumes the form of the accumulation of capital:

"...the development of capitalist production makes it necessary constantly to increase the amount of capital laid out in a given industrial undertaking and competition subordinates every individual capitalist to the immanent laws of capitalist production as external and coercive laws. It compels him to keep extending his capital, so as to preserve it, and he can only extend it by means of progressive accumulation" (p.739).

But in order that this conversion of surplus value take place it is essential to note that the surplus in the society as a whole must exist in the form of appropriate use values: surplus means of production, and also means of subsistence with which to reproduce new labor powers):

"Accumulation requires the transformation of a portion of the surplus product into capital. But we cannot, except by a miracle, transform into capital anything but such articles as can be employed in the labor process (i.e. means of production), and such further articles as are suitable for the sustenance f the worker (i.e. means of subsistence). Consequently, a part of the annual surplus labor must have been applied to the production of additional means of production and subsistence, over and above the quantity of these things required to replace the capital advanced. In a word, surplus value can be transformed into capital only because the surplus product, whose value it is, already comprises the material components of a new quantity of capital" (pp.726-727)

There must also be additional labor power, but Marx says, "The mechanism of capitalist production has already provided for this in advance by reproducing the working class dependent on wages, a class whose ordinary wages suffice, not only to maintain itself but also to increase its numbers." (p.727) We will return later to this issue of the expansion of social labor necessary to sustain the accumulation process and what can happen when that happy conjunction of affairs breaks down.

Note also that some of the surplus must be devoted to the consumption purposes of the capitalist for how else could he maintain himself? But only so much. The existential situation of the capitalist means that he experiences a chronic conflict between the desire to consume and the desire to accumulate: "...there develops in the breast of the capitalist a Faustian conflict between the passion for accumulation and the desire for enjoyment" (p.741).

Accumulation and Social Reproduction 
Accumulation is not just a process of material production, however; a matter of capitalizing surplus value. It is a process of social reproduction and, in particular, a reproduction of those class relations on which the reproduction of capital as a mode of production depends. Out of the production process the worker obtains the value of her labor power and no more, so that is it only with extreme difficulty that she can put the money together to purchase the conditions of production, including the labor power of others, and become a capitalist in her own right. On the other hand, the capitalist gets back all the money he has thrown into production plus a surplus which can then be used to command the labor of even more workers. The worker is reproduced as a worker since she gets enough, and no more, to renew her bodily powers for further wage labor; while the capitalist is reproduced as a capitalist since he gets out of the process all he threw into it plus a surplus which allows not only for his own consumption but extending his ability to command the labor power of others. Hence:

" ... the worker himself constantly produces objective wealth in the form of capital, an alien power that dominates and exploits him; and the capitalist just as constantly produces labor power, in the form of a subjective source of wealth which is abstract, exists merely in the physical body of the worker, and is separated from its own means of objectification and realization; in short, the capitalist produces the worker as a wage laborer. This incessant reproduction, this perpetuation of the worker, is the absolutely necessary condition for capitalist production" (p.716).

By providing the worker with the means to purchase the means of subsistence the capitalist reproduces the worker for further acts of valorization on his behalf:

:"By converting part of his capital into labor power, the capitalist valorizes the value of his entire capital. He kills two birds with one stone. he profits not only by what he receives from the worker, but also by what he give shim. The capital given in return for labor power is converted into means of subsistence which have to be consumed to reproduce the muscles, nerves, bones and brains of existing workers, and to bring new workers into existence. Within the limits of what is absolutely necessary, therefore, the individual consumption of the working class is the reconversion of the means of subsistence given by capital in return for labor power into fresh labor power which capital is then again able to exploit. It is the production and reproduction of the capitalist's most indispensable means of production: the worker" (pp.717-718)

The working class is reproduced, therefore, and so too is its dependence on capital:

"Individual consumption provides, on the one hand, the means for the workers'; maintenance and reproduction; on the other hand, by the constant annihilation of the means of subsistence, it provides for their continued re-appearance on the labor market. The Roman slave was held by chains; the wage laborer is bound to his owner by invisible threads. the appearance of independence is maintained by a constant change in the person of the individual employer, and by the legal fiction of a contract" (p.719)

It is, in other words, the separation of the working class from the means of production that gets reproduced in the course of the accumulation process:

"Capitalist production therefore reproduces in the course of its own process the separation between labor power and the conditions of labor. It thereby reproduces and perpetuates the conditions under which the worker is exploited. It incessantly forces him to sell his labor power in order to live, and enables the capitalist to purchase labor power in order that he may enrich himself. It is no longer a mere accident that capitalist and worker confront each other in the market as buyer and seller. It is the alternating rhythm of the process itself which throws the worker back onto the market again and again as a seller of his labor power and continually transforms his own product into a means by which another man can purchase him" (p.723)

This does not mean to say that the particular people filling these roles may not change. Capitalists may go out of business and be consigned to the rank of wage worker. Some members of the working class may, by dint of unusual degrees of saving and perhaps overwork, accumulate the money by which they can start their own business, hire the labor power of others and perhaps valorize their values over a succession of time periods so that the firm prospers. But the overall balance between capital and the working class has to be reproduced if capital is to be reproduced. As Marx wrote in the Grundrisse:

"A closer examination of these external relations (those of capitalism), these conditions, shows, however, that it is impossible for the individuals of a class etc. to overcome them en masse without destroying them. A particular individual may by chance get on top of these relations, but the mass of those under their rule cannot, since their mere existence expresses subordination, the necessary subordination of the mass of individuals" (p.164)

If all members of the working class joined the capitalist class then capitalism would cease to exist. This is because capital depends on the production and appropriation of surplus value and without a working class there would be no surplus value. But clearly there would be and are adjustments long before that point is reached for as the working class decreased in size so there would be upward pressure on wages forcing some capitalists out of business, forcing still others into takeovers by other capitalist firms and their elimination.

These arguments have some contemporary relevance in the context of claims that in an age of worker pension funds, worker stockownership, all are capitalists now. And for sure it might be possible for some working class people to achieve a position in terms of the mass of dividend payouts and capital gains to retire and live off their property income. But for all working class people it is obviously impossible, since who would be left to produce the surplus out of which their property income would ultimately derive? Again, as more and more working class people became rentiers so there would be fewer working and the mass of surplus value out of which dividends would be paid would diminish, forcing them back to wage work.

The Changing Historical Forms of Accumulation 
Marx identifies primitive accumulation as a particular historical stage of the accumulation process. Primitive accumulation is the historic act of divorcing the immediate producers from the means of production: it is the accumulation of the means of production in the hands of the few through the overriding of legal rights, through violent appropriation. The Tudor enclosures provide an example of the former; the seizing of land in the colonies from what were to become known as 'the natives' exemplifies the latter. Simple creditor-debtor relations could also play a part in the expropriation of the immediate producers, however. The merchant clothier accumulated spinning wheels and looms through his relations with small cottagers, providing them with wool and cotton on credit and then foreclosing on them when, for a variety of reasons, they were unable to come up with the money to pay off the debt. Thus were the machines removed into early factories and their former owners forced to work them to the profit of another.

In talking about accumulation proper, that accumulation process we have already considered which reproduces the separation of immediate producers from the means of production, Marx finds it useful to make a further distinction: this is between the formal subsumption of labor to capital on the one hand, and what he called the real subsumption of labor to capital or the specifically capitalist mode of production. In the formal subsumption of labor to capital Marx envisaged an early phase of capitalist development in which incipient capitalists put immediate producers to work within the framework of existing labor processes. Technologies from pre-capitalist times would be the norm and surplus value would be extracted in its absolute form, in particular through extension of the length of the workday. In real subsumption, on the other hand, the capitalist actively intervenes in the labor process, reconfigures it, equips the immediate producers with machinery that enhance their productivity. Now surplus value is appropriated in its relative form: holding the length of the workday constant, necessary labor is reduced relative to surplus labor, though as we saw in Module 3, only in an enduring manner if the increased productivity occurs in sectors producing wage goods or capital goods for wage goods sectors.

In thinking about these three 'phases' it is important not to think of them in simple sequential terms. In the most advanced of capitalist societies, primitive accumulation is an ongoing process as small businesses go into debt, their machinery is sold off and they have to seek employment as wage workers. Likewise, although we might regard real subsumption as the norm in the advanced capitalist societies, there are still areas where instead of altering the technology, the immediate producers are subjected to long hours of overtime without extra pay, particularly in those sectors employing large numbers of illegals who are unlikely to go to the authorities.

The second point we should note here is the difference between the initial production of the separation of immediate producers from the means of production: primitive accumulation and its subsequent reproduction. In this regard Marx aligns this contrast with a distinction between what he calls the history of capital's formation and its contemporary history:

"Thus e.g. while the process in which money or value for-itself originally becomes capital presupposes on the part of the capitalist an accumulation - perhaps by means of savings garnered from products and values created by his own labor etc., which he has undertaken as a not-capitalist, [but also as means of production forcibly seized from the immediate producers - krc] i.e. while the presuppositions under which money becomes capital appear as given, external presuppositions for the arising of capital - [nevertheless,] as soon as capital has become capital as such, it creates its own presuppositions, i.e. the possession of the real conditions of the creation of new values without exchange - by means of its own production process. These presuppositions, which originally appeared as conditions of its becoming - and hence could not spring from its action as capital - now appear as results of its own realization, reality, as posited by it - not as conditions of its arising, but as results of its presence." (Grundrisse, pp.459-460)

In other words, while the original separation of immediate producers from the means of production is the condition for capital coming into being, once it is in being it reproduces that separation.

Accumulation Fund, Consumption Fund and the Industrial Reserve Army of Labor 
Although in Chapters 23 and 24 of Capital Volume 1 Marx paints a picture of a reproduction process that takes place in a systematic, uncomplicated way, he did recognize that things might not be quite so smooth and that some sort of adjustment process would be necessary in order to maintain the proper balance between what he called capital's accumulation fund and labor's consumption fund. Out of the production process labor got wages in return for its labor power and the capitalist got back all her expenses plus a surplus which would then be reinvested in further rounds of production. But what if labor's consumption fund should increase relative to capital's accumulation fund so that some portion of what had been surplus value had to be paid out as an addition to wages? This is the problem Marx considers at the beginning of Chapter 25 and in answer to which he formulates the idea of 'the industrial reserve army of labor'. In short his solution not only explains the fact of unemployment; he shows how it, and its fluctuations are necessary to ensuring that labor's consumption fund does not encroach on capital's fund for accumulation.

If wages rose as a result, say, of a shortage of labor, to the point at which surplus value was eliminated, then indeed the basis of the capitalist system would be threatened. But this will not happen. Marx identifies two possible consequences of a continuing rise in wages:

i) the wage rate keeps on rising since it does not interfere with accumulation: the absolute surplus can continue to rise even if its relative amount is declining; ii) accumulation slows down 'because the stimulus of gain is blunted' (p.770). But this results in fall in the price of labor so that accumulation can recommence. Hence "The rise of wages is therefore confined within limits that not only leave intact the foundations of the capitalist system, but also secure its reproduction on an increasing scale" (p.771)

But so far in his argument Marx is implicitly considering conditions as they would have been, and continue to be, under the formal subsumption of labor to capital. With real subsumption and the active intervention of the capitalist into the labor process, capital acquires a weapon with which it can regulate the supply of labor in accordance with its own needs. To the extent that labor supply is insufficient to valorize values and, accordingly, wages rise, then a reorganization of the labor process and a subsequent increase in the productivity of workers and the unemployment of some could increase the labor supply and bring wages back down to a point satisfactory from the standpoint of capital's valorization requirements. Hence to the extent that wages are determined by supply and demand it is a supply and demand that are both controlled by capital, and the supply is subject to forces that capital can, and does, control:

"Capital acts on both sides at once. If its accumulation on the one hand increases the demand for labor, it increases on the other the supply of workers by 'setting them free' [i.e. by moving them from the active to the inactive], while at the same time the pressure of the unemployed compels those who are employed to furnish more labor, and therefore makes the supply of labor to a certain extent independent of the supply of workers" (p.793).

The inactive part, the part that acts as a drag on the labor market and which the active part regards as its potential replacements, is what Marx called 'the industrial reserve army of labor'.

Obviously there are complexities to this that should be pointed out. It may be, for example, that technical change in the workplace allows for a replacement of 'expensive' workers with new, cheaper workers from strata that have hitherto to be tapped as sources of wage labor. In other words, the relation between active and inactive parts of the labor force is not necessarily zero sum. The inactive part could increase with no diminution of the active fraction. One thinks here of the displacement of men in factories by women or by immigrants. Likewise, for many firms the 'industrial reserve army' is international rather than defined by a particular set of national boundaries. The threat to the active part may not be from the inactive part within the US but by an inactive part in, say, Mexico, to be tapped by US corporations through a relocation of facilities. And to be sure threats like these are used in order to temper the wage demands of American workers and ensure that wages stay at a level at which capital can be valorized.

The real subsumption of labor to capital, the active intervention of capital into the transformation of the labor process, is clearly crucial to the mechanics Marx describes: only thus can capital produce an industrial reserve army of labor when wage increases threaten the rate of accumulation. Marx's discussion also suggests a reason why capitalists shift from formal to real subsumption: a growing shortage of wage workers which threatens accumulation can be turned into an excess of wage workers by improving worker productivity. This is in addition to the reason he gave in his discussion of the enactment of limits to the length of the workday: the elimination of possibilities for increasing surplus value in its absolute form. We should note here, however, that another way in which capitalists historically mitigated a shortage of workers and increasing wages was by an extension of the workday. Indeed one of the points Marx makes elsewhere in Volume One of Capital is that at the dawn of capitalism the tendency was to enact increasing workday lengths, rather than shorten them as occurred in the nineteenth century
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