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Abstract
This was originally written in mid-2018 to celebrate the 200-year anniversary of 
Karl Marx’s birth. Its aim is to identify the position of Marx’s theory of capital in 
the history of economics. Thus, this article discusses Marx’s critical reception of 
his predecessors and the investigation after him. In this respect, Hicks’ distinction 
of capital theoreticians between “fundists” and “materialists” is useful. Marx’s view 
of capital shows several fundist characteristics in line with the classical economists 
preceding him. However, viewed from the materialistic perspective of capital theory, 
he had successors in the Russian planners of socialist centralized economy in the 
twentieth century. The peculiarity of Marx’s capital theory lies in its critical dimen-
sion, which supersedes the positivistic theorizing of ordinary economists. Marx 
would recognize the relationship of production that emerges out of the antagonistic 
split between subjective and objective elements (“primitive accumulation”). Thus, 
we must now ask if two centuries of mankind’s history has discovered a solution or 
made any progress in this respect.
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1  Three moments that compose Marx’s concept of capital

What place does Marx’s theory of capital occupy in the history of economics?1 One 
difficulty in answering this question is that his theory of capital has plural dimen-
sions, so it is hard to briefly summarize. As most people know, Marx’s lifework, 
Capital, has the subtitle A Critique of Political Economy. This means that his theory 
of capital is located both on a positive dimension, but also on a critical dimension. 
Here, we are not using the term “positive” and “critical” in the sense of the author’s 
political attitudes. We use this pair to suggest the level of reflection—whereas “posi-
tive” denotes a flat description of the term such as a definition of, or generaliza-
tion about phenomena, “critical” means the quest for the essence that is revealed by 
reflection.

From the past to the present, most researchers stayed in the domain of positiv-
ist science and refrained from entering the “critical” dimension due to their fear of 
speculation. Thus, at first, on the level of a simple comparison of capital theories, 
we must remain in the positive dimension of the historical development of economic 
science. However, we hope that by reflecting on the historical constellation of theo-
retical development, we will be able to attain the critical dimension of this discipline 
as a social science.

In his first draft of System of the Critique of Political Economy that Marx wrote 
in the year of 1857,2 he presents a summary of his concept of capital with three 
moments.

The third moment to be developed in the formation of the concept of capital 
is original accumulation as against labor, hence the still objectless labor vis-
à-vis accumulation. The first moment took its point of departure from value, 
as it arose out of and presupposed circulation. This was the simple concept of 
capital; money on the direct path to becoming capital; the second moment pro-
ceeded from capital as the presupposition and result of production; the third 
moment posits capital as a specific unity of circulation and production. (Rela-
tion between capital and labor, capitalist and worker itself [posited] as a result 
of the production process.) (Marx 1973, p. 319)3

We paraphrase them in reference to the arguments in his later work, Capital 
(Marx 1867, 1885, 1894). The first is “the simple concept of capital; money on 

2 This manuscript is named Grundrisse der politischen Ökonomie. It is available at present in MEW 42 
(Marx 1983) as well as MEGA II/1.1-2 (Marx 1976–1981).
3 In German original: “Das dritte Moment, das zu entwickeln ist in der Formung des Begriffs des Kapi-
tals, ist die ursprüngliche Akkumulation der Arbeit gegenüber, also auch die gegenstandslose Arbeit der 
Akkumulation gegenüber. Das erste Moment ging aus der Wert, als aus der Zirkulation herkommend und 
sie voraussetzend. Es war der einfache Begriff des Kapitals; das Geld wie es unmittelbar zum Kapital 
fortbestimmt wird; das zweite Moment ging von Kapitals vor der Produktion und Resultat derselben aus 
das dritte Moment setzte das Kapital als ein bestimmte Einheit der Zirkulation und Produktion.”(Marx 
1983, S. 253).

1 This article focuses on theoretical aspects of Marx’s theory. For an overview of the intellectual history 
of Marx researchers (Marxologen) in the twentieth century, see my another writing (Yagi 2019).
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the direct path to becoming capital” (Marx 1973, p. 319). This is the definition 
of capital or “the general formula for capital” (Marx 1967, p. 153), as seen from 
the sphere of circulation corresponding to M–C–M’ from the fourth chapter in the 
first volume of Capital on the transformation of money to capital. The increase 
in value provides money with the motivation of investment, thus transform-
ing money into capital. With this element, capital is conceived as having “self-
expanding value” (ibid., p. 152).

However, this remains an abstract concept of capital because the realization 
of the transformation of money into capital does not take place without leaving 
the sphere of circulation to enter the sphere of production. The second moment 
proceeds “from capital as the presupposition and result of production.” This is 
the definition of capital in its substantial aspect. Capital is not only the value 
that transforms itself into the subjective and objective elements of the produc-
tion process, but also the reproduced value destined for further production. Marx 
understood the substance of capital in its various forms in such a precondition as 
well as a result of the circulation of capital. This substantial dimension of Marx’s 
concept of capital has commonalities with the classical economics from François 
Quesnay and Adam Smith to David Ricardo and John Stuart Mill. It is in this 
substantial aspect that the normal level of comparison in capital theory between 
Marx and other economists is made. We would regard such a comparison as 
remaining in the positive dimension of theory of capital.

Next comes the revelation of class relations within the concept of capital. “The 
third moment to be developed in the formation of the concept of capital is origi-
nal accumulation as against labor, hence the still objectless labor vis-à-vis accu-
mulation.” Marx envisaged in the preconditions, as well as in the results, of the 
capitalist system of production the accumulation of capital in monetary form on 
one side and the mass of laborers on the other—laborers that cannot live without 
selling their labor power due to their separation from the means of production. 
He called this “the original accumulation that is opposed to labor” and regarded 
it as the unified result of production and circulation of capital. Historically, the 
“original accumulation” (ursprüngliche Accumulation) is the antecedent to proper 
capitalist accumulation. However, this division is reproduced by the latter in an 
enlarged scale. The “original accumulation” of capital, i.e., the division of the 
subjective and objective conditions of production, represents the class relations 
that are reproduced by the total process of circulation and production under the 
hegemony of capital. In Marx’s view, the “third moment posits capital as a spe-
cific unity of circulation and production,” as we quoted before.

A glance into the conclusive part of the first volume of Capital, we can at once 
see that Marx kept this moment as his core insight of his analysis of the capitalist 
production. He named the historical process or the reorganization of the subjec-
tive and objective elements of production “primitive accumulation.” (Marx 1967, 
p. 668).

The capitalist system pre-supposes the complete separation of the labourers 
from all property in the means by which they can realise their labour. As 
soon as capitalist production is once on its own legs, it not only maintains 
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this separation, but reproduces it on a continually extending scale. (ibid., p. 
668)4

2  Marx’s reproduction view of capital

2.1  Hodgskin and Ramsay in theories of surplus value

Marx’s Theories of Surplus Value occupies a considerably large portion of the 
manuscript that he wrote between 1861 and 1863 in 23 notebooks. When he began 
writing this manuscript, he would continue A Contribution to the Critique of Politi-
cal Economy (Marx 1970), which had been published in 1859 (Marx 1859) as the 
first and second chapter (on commodity and money, respectively) of the first book 
on capital in the frame of his uncompleted master work, System of a Critique of 
Political Economy. Critical commentaries on previous literature appeared in this 
manuscript because Marx was following the style of Contribution in which critical 
assessments of preceding literature appeared in each chapter. Thus, we can regard 
the commentary part of the 1861–1863 manuscript as his assessment of previous 
literature on the theory of capital. Indeed, it was Marx himself that named this com-
mentary “theories of surplus value”—indicating that its main theme is nothing other 
than capital, since the exploitation of surplus value was, in Marx’s view, the essen-
tial function of capital.

Naturally, the main literature that Marx examined in his 1861–1863 manuscript 
commentary consists of classical authors such as François Quesnay, Adam Smith, 
David Ricardo, and Ricardian economists. This corresponds to the second moment 
of capital concept, its substantial element being wages and the means of production. 
Was there anyone among those authors listed in this manuscript who anticipated the 
third critical moment of capital? In the final part of the manuscript, we find sev-
eral sections that deal with opponents of capital as an advance (e.g., Thomas Hodg-
skin and others), skeptics of the function of wage capital (e.g., George Ramsay and 
Antoine E. Cherbuliez), and a historical critique of capital (e.g., Richard Jones).

Hodgskin is most clear in his devastating criticism of the concept capital which 
was prevalent among classical economists. He rejected the claim of capitalists for 
profit by denying the existence of the accumulation of workers’ necessaries in the 
hands of capitalists. He considered wage goods as the product of the “coexist-
ing labor” of fellow workers. To him, it was only a trick of money that workers 
were assumed to depend on capitalists to acquire their subsistence in the form 
of wages. He further applied this “coexisting labor” perspective to the materials 
and instruments for production. Thus, “the effects attributed to a stock of com-
modities, under the name of circulating capital, are caused by coexisting labor” 

4 In German original: “Das Kapitalverhältniss setzt die Scheidung zwischen den Arbeitern und dem 
Eigentum an den Verwirklichungsbedingungen der Arbeit voraus. Sobald die kapitalistische Produktion 
einmal auf eignen Füssen steht, erhält sie nicht nur jene Scheidung, sondern reproduciert sie auf stets 
wachsender Stufenleiter.”(Marx 1867, S. 700).
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(Hodgskin 1825, p. 9; Cited in Marx 1963–1971, Pt.3, p. 268; Man. 867). Hodg-
skin denied the advance view of circulating capital held by classical economists. 
Marx summarizes this criticism in his own words:

[Raw] cotton, yarn, fabric, are not only produced one after the other and 
from one another, but they are produced and reproduced simultaneously, 
alongside one another. What appears as the effect of antecedent labor, if one 
considers the production process of the individual commodity, present itself 
at the same time as the effect of coexisting labor, if one considers the repro-
duction process of the commodity, that is, if one considers this production 
process in its continuous motion and in the entirety of conditions, and not 
merely an isolated action or a limited part of it. There exists not only a cycle 
comprising various phases, but all the phases of the commodity are simulta-
neously produced in the various spheres and branches of production. (Marx 
1963–1971, Pt. 3, p. 279; Man.866)

In this reproduction view, the temporal sequence in the production of indi-
vidual goods is replaced by a synchronized relationship of parallel production. 
Here, we must pay attention to the shift of Marx’s viewpoint from the production 
of individual goods to the total process of reproduction. The advance view of 
capital, in the form of both wage goods and productive goods, seems to be inevi-
table in the individual production process and disappears when one grasps the 
entire production process and its reproduction of the preconditions for individual 
production.

However, Marx noticed that Hodgskin’s criticism remained as a naïve nega-
tion of the significance of capital. Marx admitted that the real dominance of capi-
tal over labor in their direct relationship in the individual process of production 
included the purchase of labor as a commodity. Workers cannot buy their neces-
saries directly from their fellow workers with the product of their labor. They 
can only do so after receiving first from capitalists (i.e., employer) a draft (i.e., 
money); “a draft moreover which the capitalist is entitled to issue only thanks to 
the worker’s past, present or future product” (ibid., 293; Man. 877). Wage labor is 
the ground for the mystification of the conditions of reproduction in the form of 
capital. In his critical comments on Ramsay (1836), who would separate wages as 
circulating capital from other means of production, he wrote:

What Ramsay overlooks is that if the means of subsistence of the workers 
did not confront them as “capital” (as circulating capital, as he calls it), nei-
ther would the objective conditions of labor confront them as “capital”, as 
“fixed capital”, as he calls it. (ibid., p. 328; Man.XVIII-1086)

In one word:

Capital—that is, the social form of the means of reproduction assumed on 
the basis of wage-labor. (ibid.)

This is Marx’s most peculiar viewpoint, which is alien to bourgeois economists 
that took wage labor, and the employer’s right of appropriation of the product of 
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that labor, for granted. It goes only one step further from the negation of “accu-
mulation by capitalists” to attain to the secret of “original accumulation,” i.e., not 
the accumulation from production but the antagonistic split of the subjective and 
objective elements of production, which is the precondition for capitalist relations 
of production.

Marx’s another criticism on Hodgskin consist in his relative neglect of the sig-
nificance of the objective element, the material means of production. To Marx, “the 
stage of the development of the productivity of labor…comprises not only the skill 
and capacity of the worker, but likewise the material means which this labor has 
created and which it daily renews” (ibid., p. 294; Man. 877). As capital, it takes the 
form of constant capital, of fixed capital in particular. However, a problem may arise 
here—whether the synchronized view of reproduction is applicable to the reproduc-
tion process using fixed capital.

We have seen that the whole of production presupposes the simultaneous 
reproduction of the required constituent parts and product in their different 
forms as raw materials, semi-manufactured goods, etc. But all fixed capital 
presupposes future labor for its reproduction and for the reproduction of its 
equivalent, without which it cannot be reproduced. (ibid., p. 292; Man. 876)

We will return to this problem when we consider the determination of the labor 
value of the product of capitalist production.

2.2  Consequences of reproduction view

Marx’s critical commentaries on Hodgskin and others revealed his dualistic view of 
production. Marx did not adopt the classical “advance” view of capital, at least in 
reference to wage capital (i.e., variable capital), and assimilated Hodgskin’s concept 
of “coexisting labor” in his total reproduction framework covering simultaneous 
production processes of all interrelated trades and industries. But this perspective 
did not deny the view of the individual production process in which new commodi-
ties are produced by bestowing fresh labor on materials with the help of the produc-
tive apparatus (i.e., fixed capital). In this advance view, a single stream that flows 
through an individual branch of production is the characteristic feature, while paral-
lelism prevails in the reproduction view.

The shift from the individual production process to the total reproduction process 
is also clear in the first manuscript of volume 2 of Capital (Circulation Process of 
Capital), written in 1865. In the planned third chapter, “Circulation and Reproduc-
tion,” Marx sketched a picture of the entire reproduction process in a subsection 
entitled “Parallelism, Stage Following, Upward Line, Circulation of Reproduction 
Process (Parallelismus, Stufenfolge, Aufsteigende Linie, Kreislauf der Reproduction-
sprocesses)” (Marx 1988a, b, MEGA, Abt. II. Bd.4-1, S. 363).

Because the total process of production is the same with the process of repro-
duction, the reproduction of products goes in all of their various phases at the 
same time. What is characteristic here is the continuity of the synchroniza-
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tion, continuity of going side by side, or parallelism of all processes of produc-
tion. They may retain the relations of domination and subordination, or mutual 
dependence of their products. (My translation)5

In this first draft of the Circulation Process of Capital, Marx makes a few signifi-
cant remarks on several elements of his theory on the process of reproduction.

The first is that not only parallel production, but the replenishment of produc-
tively consumed elements in due time, i.e., before the start of the reproduction, is 
necessary (ibid., S. 367; Man. I-143). This presupposes the temporal coordination of 
the circulation of capital in both value as well as material.

The second is the flexibility in the amount and the “changeability” in the mate-
rial form of capital in its reproduction. Evidently, this flexibility/changeability exists 
within a given limit, but it is important to understand the reproduction process as an 
adaptation process run by the profit motive of capitalists (ibid., S. 369; Man. I-145).

The third is that the consumption of individuals is also an inevitable intrinsic ele-
ment of the reproduction process seen in total (ibid., S. 370; Man. I-283). This is not 
confined to the consumption of workers that reproduces the labor force of workers, 
but also the consumption of non-workers, including capitalists. Both are necessary 
for the circulation of the total economy.

Marx admitted the reformulation of the concept of value together with this shift 
in perspective from production to reproduction. From the viewpoint of the latter, the 
value of commodities is determined not by the quantity of the embodied labor, but 
the quantity of socially necessary labor required for their reproduction.

The definition of value by the necessary labor hours embodied in a commod-
ity alters to, or receives a further definition, that its value is determined by 
the (socially) necessary labor hours for its reproduction when the production 
process as a whole is considered. What determines the value of commodities 
is not the labor hour necessary for their production but that for their reproduc-
tion, so far as they are not sold immediately, or the process of circulation gives 
enough time for a deviation between the bestowed quantity of labor and the 
quantity for their reproduction to emerge. (My translation)6

5 In German original: Weil der Gesamtproductionsproceß zugleich Reproductionsproceß ist, gleichzeitig 
Reproduction der Producte in allen ihren verschiedenen Phasen statt. Das Charakterische ist hier die 
fortwährende Gleichzeitigkeit, das beständige Nebeneinanderlaufen oder der Parallelismus aller Produc-
tionsprocesse, welches Verhältniß der Ueber und Unterordnung oder wechselseitigen Abhängigkeit ihre 
Producte zu einander haben mögen. (Marx 1988a, MEGA Abt. II 4-1, S. 368; Man. I-143).
6 In German original: Die Bestimmung des Werths durch die in einer Waare enthaltene nothwendige 
Arbeitszeit ändert sich, oder bestimmt sich weiter, wenn der Reproductionsproceß als Ganzes betra-
chtet wird, dahin, daß ihr Werth durch die zu ihrer Reproduction (gesellschaftlich) notwendige Arbeit 
bestimmt ist. Es ist nicht die Arbeitszeit, nöthig um Waare zu producieren, sondern die, sie zu repro-
ducieren, die ihren Werth bestimmt, sobald sie nicht gleich verkauft wird, oder ihr Circulationsproceß 
Zeit genug läßt für die Abweichung des in ihr enthaltnen Quantums und des zu ihrer Reproduction noth-
wendigen Quantums Arbeit (Marx 1988a, b, MEGA Abt. II. 4-1, S. 271f.; Man. I-81.).
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This passage echoes Michio Morishima’s argument on Marx’s dual definition of 
value, i.e., embodied labor and socially necessary labor.7 In his modern interpre-
tation of Marx’s theory of value, while the former is determined by simultaneous 
equations that are now known as Dmitriev equations, the latter is derived as the sum 
of labor inputs required to obtain one unit of net product as counted by Leontief’s 
input–output equations. If Morishima’s interpretation is correct, socially necessary8 
labor signifies the sum of coexisting labor, as maintained by Hodgkin. Can this pas-
sage support Morishima’s argument? To our regret, judging from the text in which 
the cited passage is found, we must say no. The advanced determination of value 
from the viewpoint of reproduction in the cited passage signifies only socially neces-
sary labor for new production.

Here, it should be noted that Marx had come very close to anticipating such 
“socially necessary labor” as Morishima posited. Marx had the view of reproduction 
that plural production processes run in parallel. His failure to apply simultaneous 
equations to the determination of value prevented him from making forward pro-
gress and the task was therefore left for his successors.

However, reproduction, too, needs time. The production periods of various 
branches differ. The period of selling and purchasing must also be considered. Fur-
thermore, as previously mentioned, fixed capital, such as machines and buildings, 
endure longer than the production period of the product concerned. In the first 1865 
draft of the second book of Capital, as well as in its present version edited by Frie-
drich Engels, the common linear depreciation method was adopted. The text cited 
above is also found in a section discussing the reproduction period of fixed capital. 
From the viewpoint of the original embodied definition of value, fixed capital adds a 
part of its value during each production period of the product concerned. However, 
from the viewpoint of reproduction, its estimated value for its future replacement 
differs from its past original value. Here, Marx did not miss the arbitrary and flex-
ible nature of the evaluation of the reproductive value of fixed capital.9

7 Marx’s Economics (Morishima 1973, p. 11). While the first corresponds with the additional view of 
past labor embodied in the means of production and the present labor, the second represents the sum of 
the labor input in all of the related branches of production to acquire one net product of the commodity 
concerned.
8 The meaning of “socially necessary” is delicate. While the text in the first chapter of Capital explains 
it as “the labor-time …. that required to produce an article under the normal conditions of production, 
and with the average degree of skill and intensity prevalent at the time” (Marx 1967, p.47), “socially” 
in the level of circulation and reproduction implies the wider perspective of the production system as a 
whole.
9 Marx’s model of the circuit of capital consists of three forms of capital (financial, productive, and 
commercial capital) and three processes corresponding the formers (purchase, production, and sales). 
The analysis of this circuit model with time lags was first explored by Foley (1986) and then further 
investigated by Mori (2004).
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3  Criticism of Marx and capital theory

3.1  The decline of the classical concept of capital?

When Marx was writing Capital, John Stuart Mill’s Principles of Political Economy 
was the standard work of classical economics. Mill adopted from his predecessors 
the view of capital as an “accumulated stock of the produce of labor” to support 
the production and to maintain productive labor (Mill 1848, Book 1, Chap. 3) and 
placed it in an early equilibrium view based on supply and demand analysis. In the 
fourth chapter of Principles, Mill surmised his view on capital in the following sev-
eral “fundamental propositions”:

(1) Industry is limited by capital
(2) An increase in capital gives increased employment to labor, without assignable 

bounds
(3) Capital is the result of savings and all capital is consumed
(4) Capital is maintained by perpetual reproduction, as shown in the recovery of 

countries from devastation (ibid., Chap.4)

The foundation of these propositions is the notorious theory of capital as “wages 
fund,” although Mill admitted its increase and restoration by accumulation and 
reproduction. In a lecture to the General Council of the First International Working-
men’s Association, Marx refuted the negative view of the wage struggle grounded in 
this theory.10 Although his opponent, John Weston, was not a scholar but a veteran 
Owenist, Marx had to convey the results of his long-continued investigation in plain 
language. Of course, he stressed workers’ resistance against wage cuts and long 
working days. He supported their demand for wage hikes during phases of increased 
productivity. In Marx’s view, the labor movement is directly related to the produc-
tion and distribution of “surplus value.” Although Marx maintained the classical 
concept of “wages fund” under the name “variable capital,” its true significance is 
rooted in its relationship with “surplus value.”

Hicks (1974) classified theories of capital in the history of economics into the 
camp of fundists and that of materialists. The former regard the essence of capi-
tal in the value invested in production, since merchants see in their commodities 
the funds that they invested in their purchase. Economists who stress original inputs 
(i.e., labor or land, or both) and regard capital as an intermediate product on the way 
to the final products belong to the camp of fundists.

Hicks considered most classical economists, including Marx, fundists. This nam-
ing is like the term “advance” view of capital in our usage. The latter, material-
ists, considers capital goods as real entities that can serve production process (and 
thus, indirectly, serve consumption). The value of capital goods is derived from their 
service in production or consumption, not from the value (or labor) bestowed upon 

10 Value, Price and Profit delivered on 20 and 27 June 1865 at the General Council of the International 
Workingmen’s Association. The original manuscript is in Marx (1988b) (MEGA II 4.1, S. 385–432).
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them. In Hicks’s view, most modern neo-classicists since Léon Walras and Alfred 
Marshall were materialists for whom capital meant the physical capital goods them-
selves, particularly production facilities. This view is solid and strict in so far as each 
individual capital good is specified and measured in material units. The strictest 
materialist is probably John von Neumann, who postulated that every durable means 
of production transforms itself into the same productive means, one-period senior 
capital goods, and integrated them into the process of joint production. However, in 
most cases, when materialists deduce any meaningful result from their analysis, they 
aggregate all individual capital goods into one unit, K, to constitute the productive 
function together with aggregated labor, L = P (K, L).11

The decline of the classical concept of capital began with Mill’s so-called 
recantation of the wage-fund doctrine in 1869. After 2  years, William St. Jevons 
and Carl Menger published their books, which were based on the value determi-
nation of marginal utility. However, despite the proximity in years, the shift from 
fundism to materialism is not the same as the move from the classical to the neo-
classical school. Jevons (1871) retained the fundist view in conceiving the transfor-
mation of “free capital” into real capital. Even Marshall (1890) was ambiguous in 
this respect.12 A significant stream of fundism that survived through the twentieth 
century is the Austrian capital theory postulated by scholars like Eugen von Böhm-
Bawerk and Friedrich Hayek. This school focused their attention on the time struc-
ture of the production process. It is no coincidence that Böhm-Bawerk has emerged 
as the most prominent critic of Marx in the history of economics. Therefore, we will 
now compare Böhm-Bawerk and Marx in terms of their conceptions of capital and 
time in the following section.

3.2  The time structure of capital

In 1894, in his open criticism of Marx, Böhm-Bawerk highlighted the inconsisten-
cies between labor value in the first volume of Capital and production price in its 
third volume. Marxists would defend their master by arguing that the surplus value 
in the first volume is transformed into profit, or total labor value into aggregate 
prices, with a general rate of profit in the third volume. Since then, many ideas have 
been provided to solve the so-called “transformation” riddle.13

Böhm-Bawerk had good reason to challenge Marx’s theory of value and capital. 
In the mid of 1980s, Takashi Negishi discussed Böhm-Bawerk’s criticism of Marx 
in the relation of his time preference (Zeitagio) theory of interest.14 Negishi found 
that Böhm-Bawerk had already, in 1884, criticized Marx in History and Critique 

11 The criticism against the materialist view was raised in the mid of the twentieth century by Piero 
Sraffa and Joan Robinson. Despite the significance of this “capital controversy” fought by two Cam-
bridgeans, we won’t discuss it from the reason that Marxian view is not concerned in this controversy.
12 As Marshall (1890) explained formation of capital with the concept of “waiting,” we can apply our 
discussion on the Austrian understanding of the interest to him, too. See Yagi (1992).
13 See relevant chapters in Hunt and Schwarz (1972) in this respect.
14 Negishi (1980, 1985, 1986). Negishi referred Weizäcker (1973) further.
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of Interest Theories (Böhm-Bawerk 1983).15 In this book, Böhm-Bawerk criticized 
Johann C. Rodbertus’s surplus (Rente) theory together with Marx’s surplus value 
theory and posited that the exploitation of surplus value is not validated when the 
identity of goods at a different time is not assumed. Böhm-Bawerk’s own theory 
of interest, the theory of the premium of time, was presented in the sequel, Posi-
tive Theory of Capital (1889), which, together with the aforementioned work, com-
prises Böhm-Bawerk’s lifework, Capital and Interest (Kapital und Kapitalzins) 
(1884–1889).16

Present productive goods, including labor, produce consumable goods only after 
time has elapsed. Therefore, the former must endure a discount in value compared 
with the acquisition of the latter. In other words, those that can provide present con-
sumable goods can acquire a premium compared with those who can have them only 
in the future.17 This premium emerges as the profit of capitalist (employer) when he 
provides workers (employee) the present consumable goods as wage. Then, the rela-
tionship between capitalists and workers changes from that of exploitation to that 
of an exchange of present goods for future goods. Böhm-Bawerk argued that, if the 
preference of present (consumable) goods to future goods is positive, it can explain 
a positive rate of interest on present capital.

Such an explanation of exchange with a time preference signifies Böhm-Bawerk’s 
characteristic neo-classicalism. However, Böhm-Bawerk was a fundist that consid-
ered production to be a time-consuming process (roundabout production) promoted 
by the original input of labor and understood capital as the total of intermediate 
products in that process. He regarded capital as an “intermediate product” that exists 
during the process of roundabout production. It is the provisional result of the labor 
input that remains in the production process for a certain time. Thus, in his view, 
capital has two elements—labor and time. In its simplest version, the quantity of 
capital of a production process consists of the sum of each labor input multiplied by 
the time spent (i.e., stay period) in the production process. Böhm-Bawerk devised 
a measure of the capital intensity of a production process by inventing the index of 
“average production period.”18 Simplest version of this index—the average weighted 
by the stay period—is not valid in the case of the compound interest rate. If such a 
time index was possible, it would represent the magnitude of capital and could func-
tion as a version of the neo-classical production function in the form of P (L, Aver-
age production period).

18 Böhm-Bawerk’s simplest version of “average production period” is valid in case of simple-interest 
model but not in case of compound interest model.

15 Basic elements of his interest theory appeared in his early manuscript of 1876 (Böhm-Bawerk 1983) 
already. It contained his explanation of the exchange between worker and his employer from the view-
point of time preference. But Marx was not referred in this early work.
16 Translated into English by William Smart in 1890 and 1891 respectively. Both are now available as a 
kindle edition, amazon.com (Böhm-Bawerk 1890, 1891).
17 Böhm-Bawerk (1891) mentioned three causes for the emergence of time preference, i.e. differences in 
want and provision for want, underestimate of the future, and the technical superiority of present goods.
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The production process that Böhm-Bawerk conceived is illustrated in Fig. 1 with 
an example of the five-stage production model. Labor input 1 (L1) at the beginning 
of Stage 1 will become the final product after five stages of production. Additional 
labor input in the Stage 2 (L2) becomes the final product after four stages. L3 after 
three stages, L4 after two stages, L5 after one stage. When we see the process in 
relation to the inputs of labor and capital, the last stage of production (Stage 5) con-
sists of intermediate product K5 and labor L5. K5 is the product of K4 and L4 from 
the previous stage. K4 is the product of K3 and L3, K3 of K2 and L2, and K2 is one 
stage senior to K1, which is the direct result of the original labor input, L1.

Classical economists as well as Marx viewed production as a combination of 
labor and material inputs (i.e., the means of production). In the scheme shown in 
Fig. 1, the latter is decomposed into the input of labor and the intermediate prod-
uct produced in the previous stage. Thus, the final product is the result of the 
series of labor inputs in all preceding stages. In the case of Fig.  1, these are L1, 
L2, L3, L4, and L5. Since the material inputs (i.e., intermediate product) in every 
production decline as we back track through each stage of production, viewing 
the entire production process as a cumulative series of labor inputs over the whole 
stage is also possible. In Fig. 1, the simple version of the labor value theory adds 
them together and maintains the sum as the embodied labor in the final product: 
L1 + L2 + L3 + L4 + L5.

However, Ricardo already noticed in his Principles (Ricardo 1817) that the lapse 
of time inevitably modifies a simple labor value theory, since the capital bestowed in 
the previous period requires compensation, assuming that the profit rate is positive. 
If we follow Ricardo’s suggestion, denoting the general profit rate as r, the modified 
labor value should be:

If we take the Austrian view that neither the means of production nor labor has 
an independent value as such but both derive their value from the final product that 
can appeal to consumers and thus acquires value based on their marginal utility, 
the value of the preceding intermediate product as well as the labor input must be 
discounted for the time interval required to obtain the final consumable product. If 
we use discount rate ρ, the value attributed to labor input L5 (wage) and material 
capital input (K5) is the subjective value (i.e., marginal utility) of the final product, 
divided by (1 + ρ). By further operation of discount, we receive a series of discounts 
by (1 + ρ)2, (1 + ρ)3, (1 + ρ)4, and (1 + ρ)5. Böhm-Bawerk’s interest theory considers 
this discount rate to be the interest rate, that is, r = ρ.

Negishi approved of Böhm-Bawerk’s criticism that Marx’s theory of exploita-
tion assumed an ungrounded identification of goods at different times. Although he 
admitted that such identification could only prevail in a strict, stationary economy 
such as in the case of simple reproduction, he declared that so long as a surplus 
exists, an economy begins growth that violates such an identification. However, 
Negishi’s logic is purely neo-classical in the sense that he denied any structural rela-
tionship with the surplus in society and forgot that the source of accumulation is 
also the surplus that flows into the capitalist class as the profits of capital.

L1(� + r)5 + L2(� + r)4 + L3(� + r)3 + L4(� + r)2 + L5(� + r).



478 Evolutionary and Institutional Economics Review (2021) 18:465–489

1 3

If we adopt the reproduction view as suggested in the previous section, all the 
labor inputs to the system of production appear simultaneously. The problem shifts 
from the difference of time to that of the difference of labor in various related pro-
duction branches. In this respect, Marx assumed the tendency toward the equali-
zation of skills and the universalization of the working force under capitalism as 
the essential foundations for the formation of a united working class. Then, we can 
assume the same (daily) wage for workers in all branches and assume the same 
length of a working day. This implies the same rate of surplus value (or rate of 
exploitation) holds in all production branches. The theory of labor value can func-
tion as a system of prices (value price) that compensates all labor inputs equally 
and guarantees reproduction at the same size. As long as the extended input matrix 
including wage (variable capital) is productive, there exists surplus labor and sur-
plus products. However, these two surpluses are the result of the conditions in which 
the daily consumption of workers is fixed from the beginning.

Negishi suggested that reproduction with a surplus inevitably triggers growth, 
under which the command of present goods enables an increased amount of future 
goods. He maintained that this undermines the validity of the labor theory of value. 
We can reject this criticism by adopting the reproduction view of value theory. We 
can use the labor value theory to judge the rate of exploitation (i.e., the rate of distri-
bution) independently from the wage-profit (interest) rate frontier and without inter-
fering in price formation under this choice. As Piero Sraffa’s w − r frontier suggests, 
production with a surplus itself shows only the possibility of the choice of distribu-
tion (Sraffa 1960). But such a dualistic view introduces the problem of explaining 
the relationship of the value system and the price system and interlinking the key 
figures of both—exploitation rate and profit rate, surplus value and profit, and total 
value and total price.

Since Morishima and Seton (1961), it has been known that on the von Neumann 
path of optimal growth in which all branches of production grow at the same rate, 
the postulates of the so-called transformation problem—i.e., (1) profit rate in value 
term = profit rate in price term, (2) total value = total price, and (3) total surplus 
value = total profit—hold. In this steady-state growth path, the price of every prod-
uct must guarantee the increased input of the same growth rate. In optimal growth, 
the growth rate equals the profit rate (gmax = r). This equality reflects the necessity 
of reproduction, since, in the case of extended reproduction, reproduction requires 
an increased amount of input, not the same amount.

4  Growth theory and capital

4.1  From capital theory to macroeconomics

The progress of capital theory in the twentieth century was mainly achieved in terms 
of materialism. Walras considered capital substantially as durable capital goods that 
have no relationship with labor or wages. Capital is the source of revenue, the value 
of which is derived from capitalization of the revenue (net profit). On the market 
of capital goods, this valuation on the demand side and the production cost on the 
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supply side are equalized. However, capitalization requires a positive interest rate. 
To fulfill this precondition, Walras formulated an imaginary commodity E that 
promises the owner perpetual net revenue. If the total income of a society surpasses 
its total consumption and the difference between the two flows into savings in the 
form of purchases of the commodity E, it encourages positive savings, which stimu-
lates the growth of the economy and disturbs the equilibrium (Walras 1954). Hicks 
(1939) solved this problem by postulating a succession of temporary equilibria.

In the fundists camp, Wicksell (1936) integrated Böhm-Bawerk’s capital theory 
into the Walrasian equilibrium analysis. Although Wicksell added the use of land 
in parallel to labor as the original inputs, his theory of capital structure was essen-
tially a refined version of Böhm-Bawerk’s capital theory. On the assumption of a 
given amount of capital, progress in technology, which usually requires the length-
ening of the production period, results in a decrease in annual capital investment, 
thus decreasing the demand for labor. If technological progress goes hand-in-hand 
with accumulation, the result depends on the combination of the positive effect of 
the increase in capital and the negative effect of capital deepening. Hayek applied 
this Austrian theory of capital structure (i.e., Hayek’s triangular figures) to explain 
the process of prosperity and the crisis caused by introducing ungrounded optimism 
during a phase of prosperity.19

John Maynard Keynes did not delve deeply into capital theory. It is unknown 
if he fully read Marx’s Capital. However, he did know and converse with a circle 
of Marxists (e.g., Maurice H. Dobb) and others deeply impressed by Marx (e.g., 
Sraffa and Joan Robinson). In his manuscript for the General Theory, Keynes cited 
Marx’s M–C–M’ formula to inspire his retreat from the orthodox classical view.20 
Remember that the first moment of capital in Marx’s view was “money on the direct 
path to become capital.” Money represents not only the effective demand but also 
yields interest when its service is provided. In Hicks’s view, Keynes was not exempt 
from the materialist conception of capital; however, those Keynesians that would not 
adopt the production function and favored the use of the capital coefficient in their 
analysis of growth theory are fundists.

4.2  The experience of socialism

The materialist concept of capital probably better suits a planned economy that was 
liberated by the owner’s interest than a capitalist economy. In distributing scarce 
resources to the multitudes that need them, rationing is generally recognized as one 
of the most practical alternatives to a competitive market with fluctuating prices. 
As Otto Neurath dreamed at the rationing office of the short-lived revolutionary 

19 Hicks’s neo-Austrian capital theory (Hicks 1973) is a macro synthesis of the circulating capital model 
and fixed capital model. The continuous input—point output structure of the former model and the point 
input—continuous output structure of the latter model is integrated in the model of continuous input—
continuous output structure.
20 Keynes (1979), p.81.
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government in Bavaria (Neurath 1925), the wartime experience of a delegated 
economy under World War One (WWI) nourished the belief in the possibility of 
a planned economy without having the market managed by a circle of technology-
oriented intellectuals. Ludwig von Mises (1935) and Hayek (1935) criticized them 
and argued that such a collectivist economy would inevitably fail due to the lack of 
rational calculation. This debate is well known and the prevalent view at present is 
in favor of the critics.

Compared with the Western debate on the economic calculation under social-
ism, the efforts of Soviet Russian economists are not widely known. In the pref-
ace of an anthology of the mathematical economics of Russian and Polish econo-
mists published in Moscow during the age of Khruschchov, Nemchinov (ed. 1964) 
highlighted the Balance Tables of National Economy for the years 1923/24 as an 
early achievement of Russian economists.21 He regretted that the honor of creating 
input–output analysis has been attributed to Wassily Leontief who left Russia in 
1925. Nemchinov’s Balance Tables were the work of practical statisticians, not of 
theoretical economists.

Nemchinov further appreciated the sub-table of the balance of productive instru-
ments and investments, which consisted of key relationships in macroeconomic 
analysis. Although revolutionary Russia during the lively years of the 1920s pro-
duced a creative growth theorist such as Grigory Feldman,22 the political repres-
sion under Stalin’s regime suffocated any original economic thought. Originality 
survived only in the stream of mathematical economists and statisticians leading the 
investigation into central planning.

In the economy of the Union of Soviet Socialist Republics (USSR), or Soviet 
Russia, since all large industries were state-owned and the distribution sector was 
also public, the transaction of productive goods were executed without any change 
in ownership, except for the transaction between the state and cooperatives (Kolk-
hoz). Formally, the state sector’s productive goods were not commodities with prices 
representing compensation for their transfer. Commodities remained only in the 
transaction between the state and cooperatives and in the final purchase of consumer 
goods by individuals. However, because Rubles remained the means of exchange for 
the transaction, both factory managers as well as Gosplan planners used it as a tally-
ing measure.

Soon planners and economists realized that a rational price system was neces-
sary for any consistent planning. The discussions first started in the age of ambi-
tious growth but suffocated under the terror of the Stalin age. After Stalin’s death, it 
was revived and continued until the Kosygin reform era. Of course, many dogmatic 
Marxian economists adhered to the use of Marxian labor values in the planning 
economy. But it had a fatal defect in coping with growth. First, it could not cope 
with the distribution of scarce resources. Second, it did not correspond with the 
necessity of reproduction on a wider scale. For the industrialization of such a large 
but backward nation, the scarcity of improved capital goods was a serious problem. 

21 Nemchinov ed. (1964) Introductory chapter.
22 See Domar (1957), chap. 9.
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Russian economists repeatedly discussed how to distribute investment throughout 
various sectors to attain rapid growth and sought appropriate efficient criteria for 
this purpose.

Extending Marx’s concept of socially necessary labor expenditure (SNLE) to the 
production system of the entire national economy, Novozhilov (1964, 1972) pro-
posed a modified concept of differential SNLE as the modified value that enabled 
optimal planning. In terms of the (1) substitutability of the means of production 
among various production processes, (2) differences of efficiency in their various 
uses, and (3) relative scarcity in relation to demand, it was assumed that the use of 
superior productive goods in some sectors inevitably caused a feedback effect on 
costs for other sectors. Other sectors would have to endure incremental labor inputs, 
compared with the case in which superior goods should not be used in the above 
sector. Novozhilov argued that planners who evaluated the production variants from 
the viewpoint of optimal growth should add this increment to real expenditures for 
the production sector concerned.

With such a modification of the SNLE concept, the modified value informs the 
price, considering the rent from the different conditions of land and the emergence 
of a general profit rate in the capitalist economy.

When there is high level and rate of growth of the productive forces then in 
each unit of production not only the best but also less effective means of pro-
duction are utilized. Then, socially necessary expenditure is not determined by 
an average quantity expended on the production of the given goods but by the 
increment of labor expended on the whole final social product, required for the 
production of the given goods. (Novozhilov 1972, p. 389).

Novozhilov found a resemblance between his concept of modified value (i.e., dif-
ferential SNLE) and the capitalist economy’s production price. Both result from the 
quest for the most efficient use of scarce resources (Novozhilov 1964). Their differ-
ence lies in the conscious application in planning and the unintended outcomes of 
the quest for higher rentability.

In a growing economy, a necessary condition of expanded reproduction is the 
provision and acquisition of an increased amount of the means of production and 
an increased input of labor. If the growth rate is g percent, then the price of a prod-
uct must guarantee a profit rate not less than g percent, all other conditions remain-
ing the same. From the perspective of the labor theory of value, the SNLE under 
extended reproduction must count a g percent increase in labor input. Negishi lim-
ited the possibility of the labor value theory in the case of simple reproduction and 
denied it in the case of extended reproduction. Our view is that a modified concept 
of value (i.e., SNLE) that guarantees the reproduction of the system is desired in the 
case of extended reproduction.23

In the West, where economic backwardness was less pervasive, the postulates of 
reproduction were treated purely as a theoretical problem of growth theory. von Neu-
mann formulated the optimal equilibrium growth path of a multi-sector economy 

23 See the appendix to chapter 8 in Dobb (1969).
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considering the use of fixed capital with the joint production of one-period senior 
capital goods as early as 1932. Although his original German paper was published 
in 1938, it was only after the publication of its English translation in The Review of 
Economic Studies (von Neumann 1945) that his original idea was added to the com-
mon stock of theoretical economists.24 On this path, all sectors grow simultaneously, 
staying in proportion to constant prices.

Michio Morishima developed an analysis of a growing economy by improving 
von Neumann’s equilibrium growth theory. He proved that the so-called “transfor-
mation problem” is solved in the case of a price system on this equilibrium path 
(Morishima and Seton 1961). In 1973, he published Marx’s Economics, in which 
he recommended Marxian economists to adopt the optimal value derived from the 
inequality system. Although many articles were published on the duality of value (or 
price) systems and the quantity system, Morishima’s view was generally considered 
to be the culmination of theoretical debates on Marx’s value and price theories at the 
end of the 1970s.

This overview is biased since we have focused on the temporal dimension of 
capital in relation to the Marxian concept of reproduction. If we shift our focus to 
distribution as Sraffa did it in his 1960 book, Production of Commodities by Means 
of Commodities, a different scene may emerge. However, we can conclude the story 
of capital theory in the twentieth century as revolving around the duality between 
quantity systems and value systems in the process of reproduction. This dimension 
is better understood now as compared with the discussion that took place during the 
nineteenth century.

5  Reproduction of the “original accumulation”

The last problem remaining is regarding the third moment of capital, a concept that 
we introduced in the first section. It is the reproduction of “the original accumula-
tion” of capital against labor. First, we have to pay attention to the fact that Marxian 
concept of original accumulation is totally different from the classical concept of 
“previous accumulation” as stipulated by Adam Smith (1776). As a typical classical 
fundist, Smith thought that previous accumulation must exist to form capital as an 
advance. Since he did not adopt the synchronized view of reproduction, he had to 
suppose that capitalists accumulated their capital by their own work and thrift. How-
ever, Marx, in the chapter on original accumulation in the French edition of Capital, 
cited a poetic style dialog from Johann Wolfgang von Goethe on the origin of a 
family’s assets that traced back to a theft (prise).25 In such case, the praise for dili-
gence and thrift is too childish. Thus, whether the ultimate origin might be savings 
or theft, the starting point is the division of the subjective and objective elements 

24 von Neumann(1945). Sraffa (1960) adopted von Neumann’s joint production approach in his treat-
ment of the fixed capital. Hicks (1965) surmised the progress of growth theory after von Neumann.
25 Marx (1872) p. 314. Marx cited from Goethe’s poetry “Catechisation” (Goethe 1850, S. 276).
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of production under the hegemony of capital. As French Structuralists maintained 
(Althusser and Balibar 1971), it’s not the historical continuity but its rupture that 
the quest for the “origin” of the capitalist production relations reveals us. We have 
already discussed in the second section that it is not the past act that entitles one to 
the receipt of revenue, but it is the structure and condition of reproduction that deter-
mines the value and price.

In Marx’s intellectual development this concept had its origin in the concept of 
“alienation of labor.” In his 1844 manuscript, known as Economic and Philosophic 
Manuscript, young Marx depicted the three- or fourfold alienation of workers under 
capitalism, i.e., alienation of the labor itself, of the product of labor, of the species-
character and of the relations with others. (Marx 1959, 1982) As the causation 
between these three or four aspects of alienation was not discussed, not the historical 
sequence but the structural relation of the alienation in its totality was the problem 
to Marx. When Marx identified this relation of alienation and appropriation as the 
production relation under capitalism that reproduces itself perpetually, his critical 
investigation into the political economy of capitalism began.

Marx’s lifework Capital is devoted to reveal the mechanism of this alienation and 
appropriation. In its volume 1, it explains the accumulation of capital on the ground 
of the exploitation of surplus value. The contrast of accumulation of capital and the 
misery of the exploited class was realistically described. However, it was also in this 
part that the “original accumulation” was placed in Marx’s theoretical system and 
the possibility of the social and cooperative production was told. He described it as 
the reestablishing of the “individual property based on the acquisition of the capital-
ist era: i.e., on co-operation and the possession of land of the means of production.” 
(Marx 1967, p.715)26 In the volume 2 (Marx 1885), the socio-economic structure 
of capitalism is described from the viewpoint of reproduction. This volume is dedi-
cated to reveal the mechanism that the split of subjective and objective elements 
of production is maintained via the circulation of capital. It is in this volume that 
Marx’s peculiar view of capital takes full-fledged theory of socio-economic repro-
duction: the original condition of capitalist production (“original accumulation”) is 
reproduced and maintained in the ever-growing scale.

However, Marx’s Capital provided us with the veil that tends to cover the reality 
and shows the superficial relations in the surface. The exchange of capitalists and 
workers in the sphere of circulation keeps the feature of voluntary transactions of 
the legally equal agents. As Thomas Hodgskin realized, this is the trick of “money” 
(wage) that hides the exploitative nature of production relations under capitalism. 
Further, under the influence of the asset holders’ way of thinking, the labor (labor 
power) is lined along with capital and land as an origin of revenue (wage in this 
case). As Marx intended to start the last part of volume 3 of Capital (Marx 1894) 
with the sarcasm on the “trinity formula” that sacralizes capital, land, and labor as 

26 In German original: “Diese stellt das individuelle Eigenthum wieder her, aber auf Grundlage der kapi-
talistischen Aera, der Cooperation freier Arbeiter und ihren Gemeineigenthum an der Erde und den durch 
die Arbeit selbst producierten Produktionsmitteln.” (Marx 1867, S. 745).
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the holy origins of revenues in a bourgeois society, even workers may be trapped in 
the illusion of the equal holders of private assets.

Apparently, it was rather difficult for ordinary academic economists to deal with 
the theory of capital from Marx’s third critical viewpoint. After the emergence of 
marginal productivity analysis in the late nineteenth century, neo-classical econo-
mists neglected the production relations between capital and labor and tended to 
consider profit and wage separately. Their destination is the trinity formula of assets 
and their revenues.

They may have concerns over the situation of working class and seek for solu-
tions to remedy it. However, apart from the brave attempts of socialists, anarchists, 
or syndicalists, recommendation of neo-classical economists generally remains 
in the level of distribution. After two centuries from Marx’s birth, at least in the 
advanced economies, the real wage has risen considerably, and the labor distribution 
ratio is considered as one of the key variables that can influence the general eco-
nomic condition of the countries concerned.

Problems of distribution is only one element of the modern capitalism. From the 
viewpoint of capital theory, the constant capital, or means of production are the base 
on which labor realizes its productivity. In the contemporary understanding, wage 
is usually considered as cost and seldom considered as capital. Means of produc-
tion, constant capital in Marxian term, such as machinery, equipment, fabricated or 
rare materials, patents, know-hows, etc., and the command over them are decisive in 
the modern production process of capitalism. The recovery of the harmony between 
subjective and objective elements of production needs the vision that overcome the 
alienation of those means of production from the hands of workers.

In this respect we would mention a unique Japanese economist that contributed 
to widen the perspective of political economy of capitalism in the Marxian sense. 
Shigeto Tsuru studied at Harvard in 1930s under Joseph A. Schumpeter together 
with Paul Samuelson and Paul Sweezy. After his return to Japan, he not only occu-
pied the central position in the economics academia between the revived Marxian 
economics and the introduction of Western modern economics, but also kept consid-
erable intellectual influence in the post-1945 Japanese politics.

In 1959, he circularized several questions on the status quo of the post-war capi-
talism among prominent economists and published their answers with his conclud-
ing article in Japanese (Tsuru ed. 1959) and in English (Tsuru ed. 1961). Tsuru’s 
questions as well as his conclusion were unique, as he maintained the path of mixed 
economy in which the economic surplus is socialized in wider extent. He proposed 
the socialization of surplus flow instead of the socialization of stock (capital). It was 
a roundabout way to conquer capitalism that fit the advance of welfare state.

Another valuable insight Tsuru provided was the appreciation of the material 
aspect of the human economy that was often hidden under the surface of exchange-
able value. Facing serious environmental deteriorations in the late stage of the rapid 
growth era of Japan, he expanded the perspective of socio-economic reproduction 
to the material circulation and the natural environment. He applied his idea of the 
“socialization of flow” to the problem of pollution and proposed pollution tax. This 
proposal was to him a step forward to recover the harmony between the material 
aspect and the value aspect of the production and consumption. (Tsuru 1971).
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Compared with the socialization of ownership and the introduction of central 
planning, Tsuru’s proposals may sound too mild and gradual. However, in our view, 
he was one of the rare economists that applied Marx’s critical ideas to the contem-
porary problems.

6  Concluding remarks

One of the most significant lessons of the twentieth century is that neither collective 
ownership nor central planning were successful in overcoming of the split between 
the subjective and objective elements of production. To the contrary, people in the 
so-called socialist countries suffered severe alienation due to the monopolization 
of control over production as well as the pressure of their publicly admitted ideol-
ogy. The split of the subjective element and the objective element under capitalism 
was dissolved into the coercive unity under the omnipotent state. Indeed, the social-
ist economic system, characterized by collective ownership and central planning, 
replaced capitalism for several decades in a number of countries. A new pattern of 
primitive accumulation occurred for the state occupied by nomenklatura. Nonethe-
less, it could not excel to the level of performance of advanced capitalism. It is now 
clear that, at best, collective ownership and central planning are, with appropriate 
use, auxiliary tools for the improvement of economic governance.27

On the other hand, Tsuru’s proposal of the “socialization of surplus,” too, did 
not advance smoothly. While welfare expenditure has continued to rise, considerable 
portion of the public control over the financial activity has been abolished under the 
name of “deregulation.” An international race to the bottom appeared in the cor-
porate taxation. Under the name of “neo-liberalism,” a strong adverse intellectual 
tide that rejects any public control over business activities influenced politicians and 
businessmen as well. However, the global financial crisis in 2008 as well as the pre-
sent COVID-19 pandemic crisis may contribute to the change of the tide in eco-
nomic policies.

Another very significant lesson for the solution of Marx’s third moment of capital 
is that we cannot neglect the natural backgrounds of capitalist production. Both the 
subjective and the objective elements of the production exist in the material world of 
the nature. External effect always accompanies with the private economic activities 
of production and consumption. Due to the expansion of the resource wasting eco-
nomic activity, the environmental deterioration has become a global problem. A nar-
row view of the objective element of production in the form of the means of produc-
tion does not suffice for the recognition and solution of the split under capitalism. A 
wider view is also necessary to understand the subjective element, i.e., labor as the 
activity of living men and women. Labor or work consists of two natural capabilities 
of human beings: the intellectual capability and the physiological nature. Under the 
modern conditions of labor, we should take the stress on both capabilities seriously.

27 On the discussions and the process of the “transition” from the regime of planned economy to market 
economy, see Yagi (2020).
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According to the traditional ideas of socialism and communism, ownership 
has been considered as an exclusive legal command over tangible or intangible 
resources. However, real utilization of the resources depends on the knowledge, 
skill, and the cooperation of agents concerned. Thus, not the legal form of prop-
erty but the forms of the command of knowledge and skill and of the coopera-
tion are more important for the solution of the alienated antagonistic relations 
between subjective and objective elements of production (i.e., the reestablishment 
of “individual property”). In this respect, the recovery of science and technol-
ogy, which are at present in the hands of big business and of the closed academic 
circles under the ruling authority, back to the hands of people is significant. Not 
the economic or political power, but the democratic cooperation of the people can 
solve the split of the subjective and objective element of production including 
nature in and out of the both elements.

Performance of capitalism differs considerably between countries. Some 
advanced countries have succeeded in enhancing the well-being of their workers. 
As long as the means of production and products are owned by employers (i.e., 
capitalists) and the surplus is appropriated by them as profit, the split between the 
subjective and objective elements of production is inevitably reproduced. Since 
investment is financed by profit, the volume of investment ultimately determines 
the level of profit. The condition of workers depends on the decisions of inves-
tors. This split is institutionalized in the form of the corporation, which is really 
the personification of profit-seeking capital. If this situation should continue, the 
third moment of capital would not change. However, as we mentioned Tsuru’s 
idea of “socialization of the surplus,” the democratic control of the surplus may 
alter this situation.

But the one-sided view of the economy from the perspective of capital might be 
erroneous, or incomplete at best. As Marx conceived a book on labor as a sequel 
to Capital, modern capitalism required a countervailing viewpoint from the subjec-
tive element of production, or that of labor. The subjective element of production is 
not powerless. The knowledge and skill of workers are crucial for firms in competi-
tion. Workers also require advanced means of production, which is the embodiment 
of the collective knowledge of humanity to exert their skills and creativity. They 
can also unite themselves to present their demands to management and negotiate 
through collective bargaining on several levels. Furthermore, they can influence 
business through legislation, governance, and other public institutions. Under the 
taxation system, the surplus is, as Tsuru maintained, already being socialized at least 
partly.

Capital, whose essence lies in profit-seeking, naturally seeks a way to repress 
the demands of workers and evade public control. Capitalist firms would eventually 
develop their activity in greenbelts within borders and beyond them. Internationally 
they would move to a new frontier where they could enjoy more freedom. However, 
while capital is no more than the alienated labor in the form of self-expanding value, 
labor represents the living activity of human being. Thus, the latter is dominant eve-
rywhere in reality at any time. The task is to develop the way of cooperation on the 
ground of the achievement of human species in the science and technology includ-
ing management and culture.
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The real investigation into the third moment of capital, i.e., the split of the subjec-
tive and objective elements of production, or the alienation of labor, is not a specula-
tive task. It is true that this perspective must be widened so as to contain the natural 
base or backgrounds of production, consumption, and the livelihood of the people. 
The liberty of individuals in the modern world is not assured without their control 
over the objective elements and knowledge and intelligence as the common social 
stock embodied in capital. In the first section, I asserted that the third moment of 
capital belongs to a reflective dimension. As the final word of this historical reflec-
tion on the concept of capital, I would posit that it is the common task of all human 
and social sciences to assess the present situation of this fundamental split in the 
contemporary age that has transformed itself widely since Marx’s and seek a better 
way to cope with it. In this cooperative task, I hope that economics can contribute 
through the analysis and exploration of the reproductive process of the subjective 
and objective elements of production, which is, at present, understood in the form of 
capital.
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