MODULE 7
THE DEVELOPMENT OF CAPITALISM
Attempts to periodize capital have used two basic criteria. The first of these is the degree of centralization in ownership of the means of production. The view here is that capitalism used to be more competitive than it is today. Takeovers, mergers have produced a situation in which if not one, then just a few firms dominate a given branch of the economy. This gives them a power to set prices that is antithetical to the competition assumed by Marx's law of value. According to this view, the supersession of a phase of so-called 'competitive capitalism' by one of 'monopoly capitalism' has important implications for the applicability of Marx's central assumptions and forces us into re-conceptualizations of capitalist development. This contrast is one that is strongly associated with at least the origins of the periodical Monthly Review. However, it is also an idea that has been taken up by the regulation school. Fordism, for example, is thought to facilitate growth not just because of state intervention and the underpinning of consumption but because firms - in contrast to pre-fordist conditions - have some power to set prices. They can therefore raise wages while at the same time investing in productivity enhancing investments because of the reduction of risk associated with diminished inter-firm competition.

The second approach, which is the one we will take up here first, is the one Marx adopted in Capital: this is the distinction between what he called 'the formal subsumption of labor to capital' and 'the real subsumption of labor to capital' or 'the specifically capitalist mode of production'. This is an approach which not only assumes the applicability of the law of value throughout the history of capitalism but its perfection as, under the aegis of real subsumption, the forces of production are progressively socialized and therefore developed and the separation of immediate producers from the means of production deepened..

Formal vs. Real Subsumption of Labor to Capital 
1. Formal Subsumption 

Formal subsumption is situated with respect to an immediately prior primitive accumulation the separation of immediate producers from the means of production, so that the means of production fall into the hands of those with money: the nascent capitalist class. So capital assumes ownership of the means of production and, hence, of the labor process, but does not alter its technical nature, and this technical continuity is the hallmark of formal subsumption. True, the capitalist secures some increase in productivity by taking over buying and selling from the individual craftsman and so providing for enhanced continuity of work on the part of the immediate producers. But for the most part surplus value is appropriated in its absolute form: i.e. extension of the workday beyond that necessary for reproduction of labor power. Accumulation then occurs by taking the surplus value appropriated and laying it out for additional workers and means of production but, again, without changing the labor process.

However, formal subsumption sets the stage, provides some of the conditions for, real subsumption. This is for two reasons. On the one hand, extension of the workday provokes the resistance of workers and the legislation of limits to its length. Subsequently capital has to work within that mandated workday and the only way that surplus value can then be increased is by revolutionizing the labor process and therefore the productivity of the worker (though recall here the qualifications discussed in Module 3 regarding the transient or enduring character of the resultant increase in surplus value appropriated). The other reason is that with formal subsumption there is some differentiation in the scale of enterprises. And it is scale that Marx sees as implicated in the development of the social forces of production:

"The way in which even the merely formal subsumption of labor under capital begins to become differentiated within itself - and does so increasingly as time goes on, even on the basis of the old, traditional mode of labor - is in terms of the scale of production ... The enlargement of scale constitutes the real foundation on which the specifically capitalist mode of production can arise if the historical circumstances are otherwise favorable, as they were for instance in the sixteenth century." (p.1022)

As such formal subsumption is in contrast to what Marx sees as transitional forms of capitalist social relations. In order to illustrate this he uses the examples of usury in India and the merchant clothiers of Britain (pp.1022-1023). With respect to usury in India he writes:

"The distinctive character of the formal subsumption of labor under capital appears at its sharpest if we compare it to situations in which capital is to be found in certain specific, subordinate functions, but where it has not emerged as the direct purchaser of labor and as the immediate owner of the process of production, and where in consequence it has not yet succeeded in becoming the dominant force, capable of determining the form of society as a whole. In India, for example, the capital of the usurer advances raw materials or tools or even both to the immediate producer in the form of money. The exorbitant interest which it attracts, the interest which, irrespective of its magnitude, it extorts from the primary producer, is just another name for surplus value. It transforms its money into capital by extorting unpaid labor, surplus labor, from the immediate producer. But it does not intervene in the process of production itself, which proceeds in its traditional fashion, as it always had done." (pp.1022-1023)

2. Real Subsumption 

Real subsumption or what Marx refers to as the specifically capitalist mode of production, comes about when the capitalist starts restructuring the labor process, revolutionizing it in terms of its scale (giving rise to "cooperation"), the detail division of labor (giving rise to "manufacture), and machinery (giving rise to "large scale industry").. Surplus value is now appropriated in its relative form as necessary labor falls with increasing productivity; changing the technical basis of production, however, may also allow for an increasing intensity of labor ("a heightened tension of labor power and a closer filling up of the pores of the working day"(p.534)) and hence appropriation in the absolute form.

Cooperation 

The employment of large numbers facilitates the appropriation of relative surplus value by driving individual value below social value. This arises in a number of different ways. There is, for example, the joint consumption of some of the means of production such as factory premises. Putting more workers under one roof allows the increased exploitation of a given use value. There are also economies in the construction of larger scale means of production (e.g. a blast furnace capable of doubling iron production is not twice as costly as previous models). Apart from this joint consumption, the spreading of fixed costs across more workers, there is also the fact of the enhanced productive power of the individual when his/her labor is combined with that of others as in the cases of (e.g.) moving, or otherwise manipulating, large pieces of equipment or raw materials (e.g. logs) or in that of human chains.

Manufacture 

"That form of cooperation which is based on division of labor assumes its classical shape in manufacture.": The division of labor which Marx has in mind here is the detail division of labor (i.e. the division of labor within the factory) and not the social division of labor which, under capitalism, assumes the form of a division of labor between different commodity producers (an important distinction). The division of labor within the factory results in enhanced productivity in diverse ways:

i) the enhanced skill consequent to specialization: "Manufacture, in fact, produces the skill of the specialized worker by reproducing and systematically driving to an extreme within the workshop the naturally developed differentiation which it found ready to hand in society" (p.459). 

ii) the elimination of gaps in the working day (filling the pores) created by shifting from one operation to another (suggesting, incidentally, that separating out changes in the labor process which allow appropriation of surplus value in its relative form from those allowing appropriation in its absolute form is not always straightforward). 

iii) with specialization tools can become specialized: e.g. specialized hammers where the same hammer had sufficed for different processes. 

iv) a reduction in the costs of apprenticeship (i.e. in the labor time necessary to cover costs of training). 

In some instances the division of labor within the factory is simply an internalization within the factory walls of a pre-existing social division of labor: this also allows enhanced productivity:

"In so far as such a manufacture, when first started, combines scattered handicrafts, it lessens the space by which the various phases of production are separated from each other. The time taken in passing from one stage to another is shortened, and so is the labor by means of which these transitions are made."

Large Scale Industry 
For Marx large scale industry corresponds to the mechanization of the workplace, a mechanization which again, facilitates the increased productivity of the worker, though Marx had a rather narrow view of how this would occur, corresponding perhaps to his fixation on the virtues of scale:

"The machine, which is the starting point of the industrial revolution, replaces the worker who handles a single tool, by a mechanism operating with a number of similar tools and set in motion by a single motive power..." (p.497).

There are further benefits from mechanization, seen at least through Marx's rather genderized eyes. Thus, relative surplus labor can be further appropriated through the possibilities that mechanization opens up of hiring women and children: i.e., to the extent that machinery dispenses with muscular power the labor of women and children is possible; this affects the value of labor power since it becomes no longer necessary to pay the male worker for the subsistence of his family.

In addition Marx also saw machinery as resulting in increased productivity through the incentives it offers to prolongation of the working day and the appropriation of absolute surplus value. Marx discusses this in the context of the "moral depreciation" of machinery; i.e.. the devaluation of existing machinery caused by the introduction of new machinery: "The shorter the period taken to reproduce the total value, the less is the danger of moral depreciation; and the longer the working day, the shorter that period in fact is." (p.528). In other words, with the mechanization of the labor process, the production of machinery is affected by the same logic as other capitalist producers: that of the law of value. One competitive strategy is the development of new machines that will allow their customers to enhance the productivity of their workers. But new machines are a threat to the value locked up in old ones. So the objective of the machine-employing capitalist is to valorize that value as quickly as possible before new, even more productivity-enhancing machines come onto the market. Though obviously there is a tradeoff here for the capitalist buying the new machinery: to what extent does its productivity-enhancing capacity offset the writing off of the value left in existing machinery?

3. The Transformation of the Labor Process Under Capitalism: Summary Comments 

Three points can be made here. The first is that the progressive transformation of the labor process under capitalism corresponds to the increasingly social character of production. There is, for example, an enhanced sharing of the means of production in the labor process: the displacement of isolated workshops (as in those served by the English merchant clothiers) by factories. The displacement of small machines, each manned by a single person, by large machines, each manned by or serving (as in a source of power) several persons underlines the increasingly social character of labor, as does the enhanced division of labor at both detail and social levels. Note in this regard how the detail division of labor calls into being new branches in the social division of labor: e.g. producers of specific types of hammers or lathes appropriate to new functions created in the detail division of labor.

A second thing we should note, at least according to Marx, is the enhanced separation of labor from the means of production. Capitalist production requires the concentration of money capital in single hands in increasing amounts. As the labor process is transformed so one can only valorize capital on the basis of a large workforce (due to the advance of the detail division of labor) and, on the basis of means of production shared by many workers:

"Hence it is a law, springing from the technical character of manufacture, that the minimum amount of capital which the capitalist must possess has to go on increasing. In other words, the transformation of the social means of production and subsistence into capital must keep extending" (p.480).

This means that it is harder to become a capitalist and so retain possession of the means of production.

At the same time, and similarly, workers lose the ability to produce except for capital. In Chapter14 Marx talks of the assembling in one workshop of formerly independent crafts through whose hands a product must pass en route to completion (e.g. carriage production). One effect of this is that craftsmen, because they concentrate their craft now on one product "lose the habit, and therefore the ability of carrying on their old trade in all its ramifications" (p.455):

"If in the first place the worker sold his labor power to capital because he lacked the material means of producing a commodity, now his own individual labor power withholds its services unless it has been sold to capital. It will continue to function only in an environment which first comes into existence after its sale, namely the capitalist's workshop." (p.482).

A final concomitant of the transformation of the labor process is the hierarchization of labor powers and hence of wages. With the development of the detail division of labor within the workplace various functions of the collective worker require different degrees of training, while some don't need any training at all: e.g. skilled vs. unskilled workers. Similarly the advent of machinery, the deskilling of the labor process creates a new difference between the engineers and repair people on the one hand and the operatives on the other. Capitalist development, therefore, creates a stratification of the workforce in its own image, though one, we should note, that is often also aligned with differences of gender, race, ethnicity, and nativity. [quote from immediate results?]

4. Transformation as Contradictory 

Note finally how Marx saw the transformation of the labor process occurs via the alternative posing and suspending of contradictions between labor and capital; i.e. as a result of class struggle. some examples:

"Since handicraft skill is the foundation of manufacture and since the mechanism of manufacture as a whole possesses no objective framework which would be independent of the workers themselves (like machinery which they must employ in common and which can dictate the pace at which they work, as with the moving assembly line -- KRC), capital is constantly compelled to wrestle with the insubordination of the workers." (p.489).

But:

"Machinery, by this excessive addition of women and children to the working personnel, at last breaks the resistance which the male workers had continued to oppose to the despotism of capital throughout the period of manufacture." (p.526).

Likewise the imposition of limits on the length of the workday in consequence of the power of labor resulted in "capital (throwing) itself with all its might, and in full awareness of the situation, into the production of relative surplus value by speeding up the development of the machine system" (p.534 -- see also the rest of that page). But as Marx indicates on p.542, the contradiction (of the right of the capitalist to extract as much work out of the commodity he has bought as opposed to. the right of the worker to conserve the only commodity he has to sell) has not been resolved; it has only been suspended and will be reposed in another form: "Capital's tendency, as soon as a prolongation of the hours of labor is once for all forbidden, is to compensate for this by systematically raising the intensity of labor, and converting every improvement in machinery into a more perfect means for soaking up labor power. There cannot be the slightest doubt that this process must soon lead once again to a critical point at which a further reduction in the hours of labor will be inevitable" (p.542).

Competitive vs. Monopoly Capital 
Attempts to periodize capital according to the centralization of ownership recognize two stages in capital's development: an early stage of competitive capitalism characterized by small firms, diffused control, and price competition; and a later stage, historically emergent around the turn of the century, of so-called monopoly capitalism: large firms, centralized control, oligopoly or monopoly, and non-price competition through (e.g.) brand differentiation, annual model changes as in the auto industry.

For some writers (e.g. Baran and Sweezy and the Monthly Review school, at least as it was historically) monopoly capital represents a qualitatively different stage in the development of capital. This is a stage in which firms have been liberated from the law of value. Competition is critical to the enforcement of the law of value (i.e. to the convergence of concrete labor times within and between branches of production on the socially necessary). But, and so the argument goes, monopoly capital abolishes competition -- firms control their markets, and their sources of finance and so do not enter into competition with other firms. They can achieve stable monopoly profits. According to this view capital is no longer prone to crises. Rather underconsumption becomes the central problem and this induces long term stagnation consequent to underconsumption. If crises and recessions occur this is no longer due to forces inherent in the system but to subjective mistakes or inadequate knowledge on the part of state officials.

Arguments of this sort, based on the idea that competition is a thing of the past, should be treated with great skepticism. Among others, John Weeks (Capital and Exploitation) has argued that, on the contrary, the centralization of capital corresponds to a development of capitalism which has brought about an intensification rather than a weakening of of competition, and this has resulted in the perfecting of the operation of the law of value rather than its supersession. Weeks argues that so long as you have capitalist relations of production - the double freedom of labor power - then monopolies in product markets will inevitably be subject to erosion since new labor forces can be assembled to invade markets where profits -- perhaps as a result of monopoly -- are unusually high. This is not to say that profit rates will not vary at any one time between capitals; but this has far less to do with monopoly pricing in product markets and far more to do with the uneven development of the productive forces between firms.

Consider these points in more detail. First, the competitive character of nineteenth century capital is a misnomer. Firms were small, yes, but markets were local, transportation problems created spatial monopolies and financial markets (e.g. stock and bond markets) were poorly developed. These conditions were not conducive to cost competition. Firms had limited incentive to lower concrete labor times. The weak development of financial markets also made it hard to establish new businesses to erode these local monopolies. Things are quite different now. Firms may continue to establish oligopolies at particular geographical scales but that sets up incentives to bypass those monopolies by importing from elsewhere, and to the extent that transportation technologies develop, that is precisely what happens and cost competition is reasserted.

Competition is necessarily entailed by the relations of production. Because labor power is a commodity the use values produced must be sold: they can only be realized as money (cf. slave mode or feudalism where the surplus is appropriated in a material form). Any tendency towards monopoly profits will be eroded by (e.g.) the invasion of capital seeking to enhance its possibilities of valorization. While the large capital sums required to enter any industry may appear prohibitive competition may be reasserted through the development of substitutes; the threat to the big integrated steel mills posed by the mini-mills is an excellent case in point.

Finally, profit rates will vary between firms. Competition does not result in an equalization of profit rates between firms. While competition tends to equalize returns by industry it also generates unequal returns within industries. Within industries some firms will develop the productive forces more rapidly than others: e.g.the development of the detail division of labor, the use of machinery.

Transforming Capital's Relations of Production 
Having said all that, and critiqued the competitive vs. monopoly capitalism contrast, that does not mean to say that there has not been change in capital's relations of production. There are two things to observe here:

1. Capital's production relations are defined by the dominance of wage labor. Under capitalism, the hiring of wage labor is the condition of production. This means that without the double freedom of labor power there can be no capitalist production. Those two 'freedoms', moreover, imply both the possibility of exploitation, since employers can dictate terms of employment to workers; and its necessity since the freedom of contract of workers allows them to be mobilized by firms to enter markets, defined either by product or geographically, that have hitherto been monopolized.

In hindsight, one can safely say that one of the features of capitalist development has been a realization of the double freedom of labor power to a degree that is quantitatively different than at the dawn of capital. On the one hand, intermediate, self-employed strata, and those petty bourgeois strata in which owners worked alongside wage workers, have been greatly reduced in relative magnitude, though possibly not to the degree that Marx foresaw as a result of the emphasis he placed on the increasing scale requirements of capitalist production. This means that the first 'freedom', the ironic one of 'freedom from the means of production' has become more universal within capitalist societies.

Similarly, the second freedom, at least from the standpoint of capitalists, has also become more real. Partly as a result of the deskilling of many labor processes, partly as a result of the development of finance capital and the possibility of drawing on credit to fund new ventures, it has become easier to put together the money capital and the labor power necessary to challenge firms enjoying market power and hence abnormally high profits. Competition has therefore been intensified.

2. Through its powers of taxation and of regulation, the state has become immensely more important to the competitive struggle over the redistribution over surplus value. Under nineteenth and early twentieth century conditions of an umpire state with limited powers of intervention into the economy, surplus value was primarily redistributed through the competition of one firm with another. With the expansion of taxation and tax subsidies, their variation between sectors (e.g. the gas tax and tax subsidies to home ownership), along with the regulatory powers of the state (e.g. with respect to air pollution, labor law, wage setting) the redistribution of surplus value becomes increasingly socialized through the state. As a result the maintenance of government lobbies, the nurturing of relations with the government, has become increasingly important to the profitability of capitals.
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