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MARX'S ANALYSIS OF THE ORGANIC COMPOSITION O
IARX'S ANALYSIS OF THE ORGANIC COMPOSITION OF
CAPITAL AND THE DIALECTICAL PROCESS OF CAPITALIST

DEVELOPMENT: A RE-EXAMINATION. |

By

»

o - ,
Peter A. Essoh

INTRODUCTION: .

. :Kg;r]‘r Marx , born in [818 of middie class German Jewish parents. spent
amich of his life theorising, analysing and debating social issues. By his death
:::883 . hglarh‘{ad ;f:{’t behind 2 profound influence on history . This influence
was particularly felt in areus of social conditions that very much affected t
life of men, - ‘ ns that very much affected the

) Thms article attempts to ‘analyse Marx ‘s thought on the composition of capital,
establish ghak between his assumptions and those of the early Marxists notably

' ;g“ddf Hilferding, Rosa Luxembourg and Viadmir I Lenin. [ n doing so. the
internal dynamics and the dialectical process of capitalist development as well
as the expansionary dynamism of tapitalism will be examined in relation not
only to Marx’s era, but also to our contemporary era.

MEANING OF CAPITAL A o
N Capswlhas various connotations and conceptions by different people. But
wtt-hm .:;he framgwar,k: .of our analysis, we shall consider capital in line with the
following meaning commonly in use: . B '
) a Substaﬂl!al sum of money that may be used to buy instruments of production.
to pay wages or purchase raw materials - in short , the “wherewithal™ to
setup a business outfit or venture. :

(i) the store of means of production, tools, machines, houses, factories, mines
worked-up lanyl, stocks of food and raw materials, goods. processed aad
finished produets, etc. - in short, all the varieus assets that hcfp‘ to further
the production  of what the community. state or society needs. o

(iiiy State sccurities. stocks and shares in companies, ete. which may or mas

nml represent real instrumtent of production or money subscribed as shares
o loans. : 4 |
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This simple bit apparently clear conception of capital does not go down
well with scholars like John Eaton'. who hold that **none of these definitions
of capital is an accurate or complete econemic definition”. According o him.
these definitions or conceptions of capital have described aspects and not the
essence of things. In view of these differences in the conception of capital. we
shall attempt a comprehensive definition in ocder to get nearer to the essence
of the substance of capital. We shall do this by considering who the capitalists
are, and by analyzing the capitalist mode of production. This is at the core of
Marxist thought and is crucial to our discussion.

THE CAPITALIST MODE OF PRODUCTION

Essentially. the capitalist mode-of production has certain specific features.
One feature is that the means of production are very unevenly distributed in
the society to the point that for all practical purposes the society is divided

. basically into small groups of people who monopolise the means of production

and the vast majority of the population who have no means of production * The
former is the capitalist class and the lagter constitute the working class or the
proletariat. [n this regard the capitalist owns the wealth in the form of money
and the means of production which are set to work by hiring wage workers.
T here can therefore be no capitalist production unless.in addition to the capitalist
class, there is also a class of wage workers. '

Ttis apparent from all this that three main features givecapitalism its essential,
character, viz : . _
(i) wealth is concentrated in the hands of a few people (the capitalist class).
who own the means of production such as raw materials, factories and
machines, as well as wealth in the form of money;

' (‘ii',) a majority of the people (the masses) havé no other means of getting a

living except by sclling their labour power for wages (salaries). This s
© theclass that Marx calls the proletariat.

(i) invariably, not all production is for personal use of the producers as some
is for exchange or for sale in the market. Morcover. production is carried
on in large units. employing huadreds and thousands of workers.

By deductive reasoning, therefore. capitatism is characterised essentially
by commudity preduction which accerding to Claude Ake 7, gives capitalist
socicties some of the chiracteristivs of 2 markat,

With the emergenes of this hitherto ughnown made of production. industey
predontinates vover agriculture, Speciilixation and division of Lihour hoth within
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—-= wmemein proaucnve units has been carried to 2 very high degree with
unbelievably high technological innovations * Many sociologists, political
economists and development economists have noted that while these economic
processes have ushered in unprecedented increases in production and wealth
of the capitalist, it has brought also mass poverty for the working class,
devastating economic crises and wars affecting substantial part of the world of
our time, , ‘

The title that Karl Marx gave to his major work. Das Capital. published in
1867 indicates the period in history in which his analysis was focused.  Das
Capital or Capital in English, is indeed the culmination of a series of works in
which Marx linked his basic theory of dehumanisation of the working class to
the processes of economic production and exchange*

The phenomenon of dehumanisation brings us to the question of exploitation of
the proletariat under capitalism.. As noted earlier. the basic means of subsistence
of the working class in a capitalist economic formation is by the sale of their
labour power for wages . The bourgeois or capitalist uses the labour for his
purposes and in return pays wages (salaries). But the exchange rate goes at

* ‘what Samir Amin calls *’unequal exchange™.

It is unequal because the boudrgeois pays far Jess than the worth of the

proletariat labour power. -~ . - : '

The difference between the proletariat labour power and the value of his
products goes into the pockets of the bourgeois as unearned income or more
accurately as surplus value. In fact, in the words of Ake, it is a relation of
gross inequality, of subordination and domination, of exploitation and antagonism
6 . . : . S

This unequal exchange between the proletariat labour power and the value
of his products becomes more evident when it is viewed against the background
that labour. power-is in fact a commodity which has the peculiar property: of
creating when used, value greater than its own.  However free. open and fair -
the labour market may be, the capitalist still stands to make his profits.
Accordingly. Marx asserts that the source of profit to the capitalist is the
difference between the value of the worker's labour power and the value of
the wages he receives, This is the Marxian Labour Theory of Value,

This unequal and exploitative class relationship is further made evident
when we reduce capital to its two  main components, namely: constant and
variable capital. Constant capital. is that investment of the capitalist in non
personal factors - such as raw materials, machiners. factories and transport. It
is constant because their value remain the same throughout the production
process and are merely transformed.  Machines cannot he exploited and can
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therefore not contribute 1o the total profit glthough they help Iabo;.\r todprczslu:?
more useful things. The variable capital is the. Persor}al'fac‘l”’or ? |pro fu;uoi "
the wage bill or salaries - which brin.gs about increase lr;1 t Ie g a L;e (; werpnnd
since the capitalist, as we noted earlier, pays less than the :a roit;blz ower and
appropriates the surplus for himself. The ratio of f:gnsta?t to variable S ‘fe 2lis
called, in Marxian parlance. the organic compasition 0f capi ch

address.

MARX’S ORGANIC COMPOSITION OF lCAP:‘TAL o rome S
is quick e mon place phenomenon. ‘
One is quick to observe that as 2 common piace p! : n ol
cont-empora“;]'y world system, as in the past. in T.\':ger_xa or in chcr lpaplfa}:st
countries whatevér profit he may be making. the ca,plta;llst is p.ers'lst.te.ntn) ;Lr:\é :r:_;
: ) J 4 i o [
imi - Ake, the law of profit maximizati overr
to maximise profit. As noted by Ake, rs il
ital ieti tent that we may legitimately talk of .
capitalist societies to the exten \ ¥ b y ol s
ragonalitv. or the tendency to behave in a manner com?anble \rnthhthe(l:i; o
this law. Shall we then say it is quite wrong to att.nbm; thl-st r:: a:;“er e
, italist ethic to- /7 Perhaps the answer
ehavi ~ it: to greed for money”
behaviour of the capitalist ethic . - iy
i i he future. Suffice it to say that on ntrary
in the social therapeutics of the fu iffic say that prar
the greed for profit maximisation in the capitalist c0|:nm'un|ty may b]et ?Srt:n e
to the economic system in operation in any one capna‘hst soctftgllg; il |;
' ceene’ ivalry between competing capitals, s
however that. the keener the rivalr : B, e o of
i i ' S -ondition for survival as a capital. -
single mindedness a necessary con: c et
ca;;'Italism tends to eliminate those who do not seek continuously to incre

their wealth ®. '

In general. only a portion of the s
capitalist as his means of thllng.«
embourgeoisiement in his unceasing . by
turns into a new capital which,rin its turn w;l: f:ig:i ! ;{nw e ealled
surplus value. The process of turning surplus e s
accumulation of capital. According to Marxsanal)s.ls._as c.p‘ ST ERpRi
il};::lur:_:h accumulation of more capital. the ou‘}l.:x_\' f'mimuc;_h'mcr'_\l k}:):i%‘t'inr\:::‘zs;l
' hat this means is that the organic composition of caplml‘\\ 1:&. the 5\-“;(,,,
constant to varishle capital also incrcasc}s. llo s:t_\'ll.halrzfl\; ;Jri.f::;:.'l:dcc{;c:“m
S capital increases means logically that the share of varable cipitate
t/"\lu‘.u‘:\[::;;!::z;'l: the rate of maximazatin of surplux'. value n.icclnm“?_ :\l.nu .nl \w.
: e from variable capital - Bienee
alism his comequences

urplus value will be consumed by tr}e
The balance is used t enhance his
fight against his rivals. This balap(f-e he
m appropriate additional

remarhed vartier. surplus safe always comes rom
we have seen that the expansioniry dy namism efcapit
for the production of surplus value.
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Marxs Analysis of The Organic Campu.;‘iﬁgu

A simplistic way of putting it is that as orzanic composition of capital
increases, the rate of capitalization of surplus valuss tends to be reduced. The

decline of the rate of profit due to increase in organic composition of capital

can be neutralized up to a poipt by intensifying the rate of exploitation of the
worker. But in the fong run, the rate of profit will tend to fall because from the
thearetical point of view; there is no limit to the increase of organic composition

of capital if the capitalist must maintain himself in the competitive system of

. free market. Ontheother hand, there is a limit tothe intensification of exploitation
«of the worker because part of the product of his labour must go into his own
maintenance if he is to live and continue to produce.

~ This perhaps explains why Banks, and allied financial institutions, oil companies,
Cocoa-cola, U.A.C. of Nigeria PLC, Guinness Nigeria PLC, and other
- mu':inational corporations, frequently, adjust upwards the pay packets of their
* s Iff in order tosustain them so as to enhance capitalist embour-gevisiement.
" For purposes of further clarification of Marx's analysis of organic
_composition of capital, we introduce the following symbols into our discussion:
V= Variable Capital (i.e. wage bill or salaries), :
- € =-Constant Capital (Machinery and Raw Materials),
S = Surplus Value .
Going by Marxian analysis to which some contemporary political economists,
 development economists and - sociologists lend credence, the total product of
industry, (any industry that has profit motive), forany period of time is equal to
€~ V+35. From this, Marx deduced three ratios. First is the ratio s = rateof

exploitation - ratio of surplus to variable capital. Marx expresses v

it as-a division of the working day into the times which a man werks for himseff

and the times which he works for the capitalist.

Thus if's = 3 and the working day is 10 hours, a man works'4 hours for
v 2 : . o .
himself and six hours for the capitalist. It therefore means that he (the worker)

has done 4 hours 6f necessary or paid labour and 6 hours of surplus or unpaid

labour. v

The second, € = organic composition of capital is the ratio of constant to variable

v
capital. The third is theratio _§ - rate of profit. While Robinson déseribes
C+v
S and € as unambiguous
v v
ratios, he sees the rate of profit ratio as representing the “false semblimee of
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' anassociation in which labourer and capitalist divide the product to the different
elements which they respectively contribute towards it formation™.

'@ Proceeding further, Robinson notes that “Marx’s
method of treating profit as *unpaid labour” and the
" whole apparatus of constant and variable capiral and
the rate of exploivation, keep insistently befora the mind
of the reader a picture of the capitalist process asa
system of piracy, preying upon the very lite of the
workers™™ : :

THE DIALECTICAL PROCESS OF CAPITALIST DEVELOPMENT
There is a considerable controversy about the validity qfi the thenn of
rising organic composition of capital and its corrgspondfnggee!m in p;;gfit 7
However, as noted by Ake, “it would appear that th'gsg w ~-9:‘t,ihspute Ehv’gs & sis
have not succeeded in disproving it*®. Following his ar dlysis of capital, E‘.tarx
seemed to have concluded that capitalism was boud to destroy itself and
eventually collapse by virtue of its own contradictions. irrespective of the political
- of the proletariat. C o
strugbg;ce ?wzes r‘;mt since Marx made his postulates in ISE{? and the appln:atmn
of the principles across cultures, cap%:alisn_t, rather thnn:'wtﬂ?gr » pmphe;}zdnd
is increasing, given the ascendancy of capitalist countries hkeUSAJapaa i
South Korea in world technology and political economy. .I"{_O‘?f"?“{"“* ;tma.;; :ﬂ ;_
serve our purpose here to examine some af the cg;;:radxc;fqns W';lgh ) m
saw in capitalism with a view to having an insight ‘xn;cxf Ihﬂ m_terg; }namtcs
and the dialectical process of capitalist development as well as iy expansmrﬁar}
dynamism. This will indeed serve as our points a\f daapa:rtprg in '§tab!‘sﬁ ‘ g{g
linkages between Marx’s assumptions and those of the early Ma;mgts netj *v
Rudolf Hilferding (1877 - 1914), Rosa Luxembourg (1870 - 1919) and Viadenir
enin {1870 - 1924). . o
Lv:ﬂ’l'r}gg first of théi*e contradictions relating to rising organic epmpﬁsa‘t’mn ;\ﬂ
eap\i'tail and eventual fall in the rate of profit bas alre-ady been t»afzcﬁed u??ﬂfl : :.
Earl Marx further argues in Volume | of Das Capitul, 't‘:ag?gztahsm irvvn .;f;h
itself in inextricable contradictions as it strives towards unl lfn'fli;‘d growt‘h‘ T jt
frest, the contradiction of rising organic composi on of capmﬂ has §l?x1 bun
discussed. Put simply. as technology progresses and the am@u,nt of f.-nn;.m nt
capital increnses less and fess labour is necessary o produce (hg: aa'l:ng’w; nnlu
of goods: the satio of vargible to constant capital dec rcuxs.gs' amd s  does the
™ [;:?larx priits that the linw of diminishing rate of profit s a nisersitl Lass o
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great capitalist nations would. Lenin predicted, fall upon each gther in a serigs

of world wars, each nation desperately seeking a safety valve for its over-

production. Lenin’s thesis becomes more illuminating when one reads his book

Imperialism < The Highest Stare of Capitalism (1917). At the same time,

howeser, in accordance with the Leninist scheme, the people of colonized I

would tise against their forsign masters, starting an international rem[utmn that
would prove fatal to capitalism.

Okot Ptek’s Song of Lawino; Achebe’s Things Fall Apart and Alex
Hauex s Roots are added peps to the Leninist schems with respect to the
African situation. Conversely except for Algeria’s wac of resistance against

" the French and Kenya's Mau-Mau, much of Africa experienced not a
- revolutionary transition from colonial staw:,wsmerewnnatronhood but rather
“negotiated mdependence

Finally, we now consider Rudolf Hilferdiging's Marxist views. Hilferding
holds essentiatly that the domina- seof profit as a motive in capitalist production
leads naturally to the contrad <tions of capital and to technical progress. The
latter expresses itself economically in the constantly increasing proportion of
constant capital in the organic composition of capital and also in & change
within constant capital itself. ‘This means that the transfer of already invested
capital is increasingly difficult; circulation of capital can be transferred at will

from one branchiof production process. According to Hilferding, this will make
it difficult for-an average rate of profit to emerge. Hence in this direction,
Rudolf Hilferding was closely linked with Marx’s thought.

Onthe question of Cartelization which Marx saw as a result of monopolistic
capitalism, Hilferding puts the question as to whether there is any impassable
limit to the process, and answers that there is not. Furthermore, Hilferding
argues that in circumstances of Cartelization, prices would be fixed conventionally
‘and this would turn into-a calculation which divides the total output betsveen the
Cartel magnate and the fest of society. Money would cease to play a part in
production and the anarchy of the market would be done away with. Soiety
would still be divided into antagonistic classes. but it would have a plapned
economy. Hillerding does.not seem to-say that matters are bound to develop in
this way. but that such s the tendency of the concentration of capital. '

With reference to the guestion of fevolution, while Marx was more cautious
in predicting outright revolution, Luxembourg, Hilferding
the proletarian revolution. Lenin, for example, believed inapo
led by the party supported by the profetariat but requiring inaddi

(..ﬂ

n the impetus

of other claims which it purported to raprusgnt and which it harmand Lo s

tause.
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'8 lohn Eaton. Pol;
q,

ind Lenin believed in
itiead revolution -

owski holds the opinion that Karl \Tar\ s theory is incomplete or
ambmuoua in many plm.es and.could be "applied” in many contradictory ways

stly infringing its princip of ; na‘h\c development. The artempt
hm has been to presént a historical re- ton of Marx's thought on the
oreanic composition of capita _‘dramnd Lh'e main thrust of the thesis n relation
w0 “what eaclier Marxists conceived of the analysis in terms of application to
concrete situations in Europeof Marx’'s time. Indoingso. we havedemonstrated
that not only inthe world of Marx does capital, the capitalist mode of production
or the organic composition of capital hold real but also in contemporary times
of Affica, Asia and Latin America. and, heace, in the dialectical process of
capitalist development across time and space. The thesis was a master piece
which requires caeeful consideration, analysis and re-examination by faithful

apostles and apostates' alike imbued with high leval of abstraction for which
Marxist analysis is reputed. :
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