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Introduction

Post-war Political Economy is marked by what we may call the “development debate”. Different theoretical Schools and approaches have dealt with or argued about the possibility, the extent, the presuppositions and the social character of economic development, especially in the Less Developed Countries of the Third World (LDCs). Neoliberal thinking, praising capitalist Globalization, focuses on the ability of unfettered markets to promote “modernization”, “competitiveness” and development of capitalist countries. Globalization is thus on the one hand an “open border” economic policy favoring big capital and on the other a neoliberal ideological approach to the (world) economy and development. The aim of the present paper is to criticize this approach by presenting a Marxist perspective to the problem of capitalist development, which may allow an insight into its preconditions and dynamics, both in the developed and the less developed regions of the world.

1. Neoliberalism as Globalization 
Twenty-five years of neoliberal policies in the capitalist world have influenced every aspect of social life (Saad-Filho & Johnston 2005). Starting from the late 1970s in most developed capitalist countries, the privatization of the welfare state, the downsizing of government, the emergence of new forms of social exclusion, the increasing unemployment and the polarization of wages
, the “free-market” delivery systems for health, education, and welfare, are changes which affect not only the economy but also the politics of capitalist societies. 

According to the conventional wisdom of official thinking, what is involved is a transition period until there is an upturn in investments corresponding to a rise in business profits, whereupon a new virtuous circle of development will get underway, with rising incomes. Yet, despite a clear recovery in profit levels, decreasing public deficits and inflation rates neither investments nor economic growth rates are anywhere in the capitalist world near the levels required for recovery in employment and popular living standards. On the contrary, the economic situation of broad social strata is deteriorating. In the name of private interest and the impeccable and flawless workings of the market, social considerations atrophy (Pelagidis et al 2001).

Globalization is an expression of this capitalist offense against the working classes in most capitalist countries of the world (Hirst & Thomson 1996, Petras & Veltmeyer 2001). It is the way through which capital attempts to make neoliberal policies, i.e. policies of wealth and power redistribution in favor of the ruling classes, appear “irreversible”: by disguising them into an unchangeable “world order”, into a necessity stemming from the “global” nature of the economy (Milios 2005). 
Globalization favors open boarders for capital and scorns state intervention in the economy, in order to present social welfare as economically ineffective and pave the way for dismantling social policies and thus suppressing the cost of labor force reproduction. As a result, it has been mainly dominated by powerful export oriented economic interests, big banks, investment funds, transnational groups and other owners of big capital.
2. Globalization as an Evolutionist Development Theory
On the theoretical level, the ideologists of globalization utilize two simple as well as old ideas: 1) that the regularities and laws governing any economy are global in nature, i.e. they are determined by the features and modes of evolution of “global capital”; 2) that the unfettered functioning of markets leads to development, by allowing the abovementioned laws of capitalist development to act effectively.

In what follows, I am going to theoretically challenge both these ideas: 

1) Although the creation of the world market is a direct outcome of the prevalence of capitalist relations of production, the capitalist mode of production attains its adequate forms on the level of the capitalist social formation (the “nation-state”), not on the world level (Bairoch 1993, Milios 1998). Capitalism is a system of class power extending to all social levels, and is politically “condensed” by the capitalist state. The “world capitalist system” is the articulation of the different capitalist class powers and the formation of what Lenin has described as the world “imperialist chain”. 

2) Capitalist development has always been promoted by state policies: the state, acting as the “collective capitalist”, on the one hand ensures capitalist hegemony against both labor and the non capitalist oligarchies in each social formation, and on the other protects national capital in international competition with foreign capital. Open boarder policies express the interests of the most developed capitalist fractions in each country who think, given the forms of indirect protectionism (currency parities, public spending, national regulations etc.), that they may capitalize on international competition and the suppression of labor and social costs.

Before analyzing the above stated two theses, I would like to comment on the character of the neoliberal approach to development: This approach claims that market liberalization will inevitably enable any developing country to “modernize”, thus following the steps and stages of developed countries, whereas developed countries will enjoy the merits of further growth. It, therefore, places itself in the evolutionary tradition commencing with the so-called German Historical School in the second half of the nineteenth century
 and systematically codified by W.W. Rostow in  the post World-War II period.
 However, it differentiates itself from earlier approaches in the framework of this tradition on the question of political and social relations and the economic role of the state, which past approaches regarded of decisive importance.


Evolutionist approaches like those of the German Historical School or W. W. Rostow seem to simply describe how some countries have actually developed. However, their claim that all or most countries shall pass through similar stages of development is not well-founded on the theoretical level, and has been empirically rebutted by the fact that a large number of countries and regions in Africa, Asia, Latin America still remain at a low level of economic development. 

As a reaction to this failure of the evolutionist approaches, the centre-periphery tradition has been gradually shaped after War-World II, based on a conception of world capitalism, which shares certain theoretical similarities with the Globalization approach: Capitalism is conceived as a unified world structure whose pattern of development fully determines the patterns of development of its constituent elements, the capitalist national social formations (the nation states). (See, e.g. Amin 1973, 1976, Chilcote 1999, Wallerstein 1974, 1980).
According to centre-periphery approaches, development and underdevelopment constitute simply the two opposite poles of one and the same process: development of some countries –the imperialist countries– presupposes, or even causes, the underdevelop​ment of the majority of the world countries, the dependent countries, which are subjected to imperialist exploitation. 
This simple and easily conceivable scheme, has been proven hardly useful for the comprehension of the economic and social processes which have led to the rapid economic development of some formerly underdeveloped countries, which diminished or even covered the development gap with the most developed ones, as it was the case with many European countries during the 19th and 20th centuries (until the 1970s), or more recently, with the emergence of Newly Industrialized Countries (NICs) in S.E. Asia (Hurtienne 1981, Senghaas 1982, Harris 1986, Milios 1989). 

My main point in what follows is that Marxist theory, based on the notion of the mode of production, critically overcomes the shortcomings of both abovementioned approaches. According to the theory that I will present, development means the prevalence of certain social and economic relations against antagonistic social and economic forms, namely of capitalist social relations of production against pre-capitalist ones.

3. On Marxist Theory of Class Power and Exploitation

The economic theory of Marx is firmly embedded in his theory of History as the theory of class struggles, which he had formulated and developed jointly with Frederick Engels since the mid 1840s. 

Marx conceptualized societies as class societies: The specific position that each “individual” acquires in the social relations of production constitutes the initial condition which determines their class integration. In this framework, he demonstrated the element of class antagonism, of the conflicting interests between the main classes of any society and he grasped the unity between the competing classes of society, i.e. the coherence of society, in terms of social-class power:

Power no longer constitutes the “right of the sovereign,” or the “power of the state” in relation to (equal and free) citizens, but a specific form of class domination. Power is always class power, the power of one class, (or a coalition of classes), of the ruling class(es), over the other, the dominated classes of society. This power, which stabilizes on the basis of dominant social structures, is reproduced within class antagonism, within the struggle of the classes. The specific unity of society is, therefore, inseparable from the unity of the specific class power, which is ensured within the class struggle. 

Class power is based on economic exploitation of the laboring classes and entails also their political and ideological subordination to the ruling classes. As the British historian Ste. Croix (1984: 100) correctly pointed out, according to Marxist theory “class (...) is the collective social expression of the fact of exploitation, the way in which exploitation is embodied in a social structure” (emphasis added).

Parallel to the formulation of the theory of class power, within the context of class struggle, Marx perceives that specific societies consist of a mosaic of social - class relations, which do not all belong to the same type of social coherence (the same type of class power). They constitute, rather, the specific historical result of the evolution of society, which although it may have developed into a modern capitalist society, it allows the “survival” of elements with roots to previous types of social organization, to previous historical systems of class power.

Marx seeks and isolates, in this way, those elements of social relations which: 1) Comprise the specific difference of the modern “market economy”, i.e. of capitalism, and discerns this from the corresponding elements of other types of class domination (and of the corresponding social organization). 2) Constitute the permanent, “unaltered” nucleus of the capitalist system of class domination, independently from the particular evolution of each specifically studied (capitalist) society. 

This means that to each specific type of economic domination and exploitation corresponds a specific type of organization of political power and the domination of a specific type of ideological forms. He wrote: “It is in each case the direct relationship of the owners of the conditions of production to the immediate producers (...) in which we find the innermost secret, the hidden basis of the entire social edifice, and hence also the political form of the relationship of sovereignty and dependence” (Marx 1991: 927). Thus, a new theoretical object emerges: the (capitalist) mode of production. On the basis of the theoretical analysis of the mode of production, each particular class society (each particular class social formation) can thus be studied in depth. On the economic level, each specific mode of production entails the appropriation of a specific form of surplus from the primary producer.

4. The Capitalist Mode of Production

The notion of the capitalist mode of production refers to the causal nucleus of the totality of capitalist power relations, the fundamental social-class interdependencies which define a system of social power (a society) as a capitalist system. It is the notion which deciphers the dominant structural characteristics of each and every capitalist society.

It is established in the capital-relation initially on the level of production: in the separation of the worker from the means of production (who is thus transformed into a wage-laborer, possessor only of his labor-force) and in the full ownership of the production means by the capitalist: the capitalist has both the power to place into operation the means of production (which was not the case in pre-capitalist modes of production) as well as the power to acquire the final surplus product.

In order that the laborer is transformed into a wage-earner, the “ruler” must give way to the modern constitutional state and his “subjects” must be transformed, on the judicial-political level, into free citizens: “This worker must be free in the double sense that as a free individual he can dispose of his labor-power as his own commodity, and that, on the other hand, he has no other commodity for sale, i.e. he is rid of them, he is free of all the objects needed for the realization of his labor-power” (Marx 1990: 272-73). 

In pre-capitalist modes of production, in contrast, the ownership of the means of production on the ruling class was never complete. The ruling class had under its property the means of production, i.e. it acquired the surplus product, but the working-ruled classes still maintained the “real appropriation” of the means of production (the power to put them into operation, see Harnecker 1985). This fact is connected to significant corresponding characteristics in the structure of the political and ideological social levels as well. Economic exploitation, that is the extraction of the surplus product from the laborer had as its complementary element direct political coercion: the relations of political dependence between the dominant and the dominated, and their ideological (as rule, religious) articulation.

The (capitalist) mode of production does not, however, constitute exclusively an economic relation but refers to all of the social levels (instances). In it is also contained the core of (capitalist) political and ideological relations of power, i.e. the particular structure of the capitalist state. Consequently, it is revealed that the capitalist class possesses not only the economic, but also the political power; not because the capitalists man the highest political offices of the state, but because the structure of the political element in capitalist societies, and more especially of the capitalist state (its hierarchical - bureaucratic organization, its “classless” function on the basis of the rule of Law etc.) corresponds to and ensures the preservation and reproduction of the entire capitalist class domination. Similarly it becomes apparent that the structure of the dominant bourgeoisie ideology (the ideology of individual rights and equal rights, of national unity and of the common interest, etc.) corresponds to the perpetuation and the reproduction of the capitalist social order and of the long-term interests of the capitalist class. “Certain relations of production presuppose the existence of a legal-political and ideological superstructure as a condition of their peculiar existence (...) this superstructure is necessarily specific (since it is a function of the specific relations of production that call for it)” (Althusser/Balibar 1997: 177).  

We see therefore that capitalism cannot be reduced to the (world) economy, by ignoring the state, or the political and ideological relations of power. The state is an important influence on the way economies are organized in the normal course of capitalist development, and there are important economic forces propelling the reproduction of nation states. Capitalist power over the working classes is at the same time economic, political and ideological, and it is “condensed” by the capitalist state in each national social formation. 


The mode of production, therefore, describes the specific difference of a system of class domination and class exploitation. In a given society there may exist more modes (and forms) of production, and therefore a complex class configuration. The articulation of different modes of production is contradictory and is always accomplished under the domination of one particular mode of production. (Productive processes which do not lead to relations of exploitation –production and detachment of the surplus-product– as is the case with the self-employed producer, [simple commodity production], do not constitute a mode of production, but a form of production). The domination of one mode of production (and particularly of the capitalist mode of production) is connected to the tendency towards the dissolution of all the other competing modes of production. However, there are always tendencies that counteract to this perspective: The (political, economic, ideological) strength of pre-capitalist oligarchies may prevent the dissolution of pre-capitalist modes of production and block capitalist development.

5. Presuppositions for Capitalist Development 

From the discussion on the Marxist concept of the capitalist mode of production we may conclude that economic development presupposes the prevalence and expanded reproduction of that mode of production. Consequently, the question with regard to development is the following: On what conditions pre-capitalist social structures are replaced by the capitalist mode of production, or to what extent they may constitute an impediment to capitalist development. 

This question implies a preliminary methodological conclusion, which is derived from the above analysis: The rejection of all “prognoses” before the completion of a concrete analysis. In other words, one shall avoid dogmatism both in its positive (“all countries will inevitably follow the same historical stages of development”) as well as its negative (“Less Developed Countries [LDCs], or ‘peripheral’ countries will remain underdeveloped”) variants.


We understand therefore that Marxist analysis recognizes mainly the possibility of capitalism (and of capitalist development) emerging as a consequence of class struggle and outlines the prerequisites for such a historical development. The final domination or the deflection of this tendency is not a given a priori, deriving e.g. from some a-historical, always present, propensity to technical progress; its outcome is always determined by existing social relations of power. 


Marx wrote in a famous 1881 letter to the Russian socialist Vera Zasulitch: 
“I have shown in Capital that the transformation of feudal production into capitalist production has as a starting point the expropriation of producers, which mainly means that the expropriation of the   peasants is the basis of this whole process (...) I restricted, therefore, this ‘historical inevitability’ to the ‘countries of western Europe’ (...) Surely, if capitalist production is to establish its domination in Russia, then the great majority of the peasants, that is of the Russian people, must be transformed into wage-earners and consequently expropriated, through the previous abolition of their common property. But in any way the precedent of the West will prove here absolutely nothing (...) What threatens the life of the Russian community, is neither a historical inevitability, nor a theory; it is the oppression by the side of the state and the exploitation by the intruding capitalists, who are becoming powerful with the support of this same state and to the disadvantage of the peasants” (MEW, Vol. 19: 396-400).


Lenin’s methodology followed the same path, avoiding dogmatism in its positive (“all countries will inevitably follow the same historical stages”) as well as its negative (“LDCs or ‘peripheral’ countries will remain underdeveloped / will not achieve anything but ‘development of underdevelopment’” etc.) variants. In 1894 he wrote: 
“No Marxist has ever argued anywhere that there ‘must be’ capitalism in Russia ‘because’ there was capitalism in the West, and so on (...). No Marxist has ever regarded Marx’s theory as some universally compulsory philosophical scheme of history,  as  anything more  than an explanation of a particular social-economic formation” (LCW Vol. 1: 192). 
According to Lenin, the concrete analysis, and not some general theoretical premises, will determine whether a country is capitalist or not, and whether it is or is not moving towards capitalist development.


Only in the event of the capitalist mode of production becoming through class struggle fully dominant in a social formation is capitalist development (and the technical progress interrelated with it) established as an inherent tendency of social evolution: Favored by the absence of pre-capitalist social structures, capital accumulation, (on the condition that capital has achieved the intense exploitation of wage-labor), may lead to high growth rates of the economy, (temporarily interrupted by cyclical crises): 
“But this inherent tendency to capitalist production does not become adequately realized –it does not become indispensable, and that also means technologically indispensable– until the specific mode of capitalist production and hence the real subsumption of labor under capital has become a reality” (Marx 1990: 1037).


The problem of capitalist development has therefore to do not with the inherent dynamics of the capitalist mode of production, but with the possibility and the extent of its domination in a specific social formation (society); it can be, therefore, stated only on the level of the (capitalist) social formation. On this level, the existence of antagonistic (non-capitalist) modes of production, but also the ensemble of the “external determinations” (in regard to the laws of capital accumulation which refer to the CMP) determine the possibili​ties or limits, the rates and the direction of capitalist development. 

The variable patterns of capitalist development can be considered, therefore, a result of the class struggle. Particular forms of the class struggle determine the historical ability of capital, of the bourgeoisie, in the interior of an existing social formation, to establish its power and hegemony on all social levels (economic, political, ideological).

The decisive socio-economic characteristic of the underdeveloped countries is, conversely, a social relation of forces, in other words, an ensemble of “external” determinations, that hinders the expanded reproduction of capitalist power relations, which are, thus, “confined”, socially and spatially, in the so-called “capitalist-enclosures” (Hurtienne 1981).

6. Capitalist Development and the “Agrarian Question”

We have argued above that the ability of the bourgeoisie in the LDCs countries to expand its power over the antagonistic (pre-capitalist) modes of production and to cause the disintegration of the latter is the most important presumption of capitalist development.
In social formations where pre-capitalist modes of production continue to reproduce themselves on an expanded scale, the social and spatial territory of capitalist relations and of capital accumulation is restricted and often takes the form of an “enclosure”, even if on the overall level of the society and of the state the CMP is dominant. This is the most typical case of a (capitalist) LDC: Capitalist development cannot “conquer” the “strongholds” of pre-capitalism and the capital accumulation proceeds at a relatively low rate. However, pre-capitalist social relations gradually dissolute, producing a marginalized population that cannot be assimilated into the capitalist social relations.  

In the social formations which are defined as “developed capitalist countries”, in contrast, there exists only one mode of production, the CMP. Capitalist relations are articulated with only the form of simple commodity production in the agrarian, as well as in the non-agrarian sectors of the economy. The extent of the form of simple commodity production, its preservation in the different sectors of a capitalist society, or on the contrary, the rates of its dissolution or the extent of its reproduction, mainly depend on the increase of labor productivity in the dominant, capitalist, sector of the society.

The process of transition from (capitalist) underdevelopment to capitalist development invokes agrarian reform as one of its major turning points, as agrarian property constitutes the basis of all pre-capitalist modes of production (Senghaas 1982). In most cases, agrarian reform does not tend to establish capitalist relations of production in the agrarian sector of the economy, but mainly serves to develop relations of simple commodity production based on the land ownership of the producers. This form of agrarian production does not constitute an antagonistic economic system in relation to industrial capitalism, but, on the contrary, may under circumstances act as an economic precondition for the accelerated develop​ment of the latter: The subjection of the peasants under state economic policy (regulation of the prices of agrarian products) and the credit system (purchase of production means through bank loans) guarantees low prices for agrarian products and a lowering, therefore, of the costs of reproduction of the labor force.

7. Early (Pre-industrial) Forms of Capital and Underdevelopment: 

Lenin’s Contribution
We have defined as an LDC, a country in which pre-capitalist modes of production still acquire a strong position and play an important role in the reproduction of the overall structure of the society. 


However, in an LDC, not only pre-capitalist modes of production, but also pre-industrial forms of capital play an important role. In its initial stages of development, capitalism may have become dominant in a social formation even though the proportion of the total working population engaged in wage labor may remain relatively small. In such cases, capitalist exploitation takes also other forms besides those which are typical for developed capitalism. Behind the facade of commodity relations, one may detect capitalist domination, despite the fact that wage labor and the capitalist enterprise in their fully-fledged form remain a marginal, or at least relatively limited phenomenon.


This conclusion is predicated above all on the finding that commodity production under certain circumstances becomes synonymous with indirect subordination of labor to capital. As the non-capitalist ruling classes disintegrate, with the feudal estates being eliminated and the state operating in the interests of capital, artisans and farmers are transformed into market producers, into manufacturers of commodities.


So long as the artisan or the farmer could sell her commodities to different merchants she could retain the economic status of an independent commodity producer. However, the diversification of demand and consequently of production, along with the need to produce not for a local but for various distant markets, (both tendencies created by the increasing division of labor and the increasing significance of market relations) made the producer increasingly dependent on one merchant in particular, who would supply her with raw materials and become thus buyer-up of the producer’s total output. Since the buyer-up is now the economic agent who places the product on the different markets, he determines the type of product, and the quantity of products, that each artisan or farmer working for him is to produce. He places advance orders for the wares he requires, and in many cases begins to supply the direct producer with raw materials.


In this way the buyer-up in effect acquires control over the production process of the individual producer, i.e. of their means of production. It is he who decides the extent of output and its degree of diversification as well as establishes the division of labor among the separate producers who are under his control, according to productivity criteria which he sets, and changes in demand which he follows. The buyer-up can now lower the prices of the commodities he purchases (buys up) from direct producers to a level which yields for the producer an income not higher than a worker’s wage. There thus emerges what Rubin (1989: 159) calls “the cottage or domestic or decentralized system of large-scale industry” which “paved the way for the complete reorganization of industry on a capitalist basis”.


It must be acknowledged that Lenin, in his 1890-1900 writings on the Development of Capitalism in Russia clearly comprehended and pointed out firstly the capitalist character of an economy based on the buyer-up and secondly the fact that the perpetuation of pre-capitalist political and legal forms may retard the transition of this early (pre-industrial) capitalist economy to developed industrial capitalism.


Lenin described the production for the buyer-up as a form of capitalist manufacture. He wrote:

“Nothing could be more absurd than the opinion that working for the buyers-up is merely the result of some abuse, of some accident, of some ‘capitalization of the process of exchange’ and not of production. The contrary is true: working for a buyer-up is a special form of production, a special organization of economic relations in production (…) In the scientific classification of forms of industry in their successive development, work for the buyers-up belongs to a considerable extent to capitalist manufacture, since 1) it is based on hand production and on the existence of many small establishments; 2) it introduces division of labor between these establishments and develops it also within the workshop; 3) it places the merchant at the head of production, as is always the case in manufacture, which presupposes production on an extensive scale, and the wholesale purchase of raw material and marketing of the product; 4) it reduces those who work to the status of wage-workers engaged either in a master’s workshop or in their own homes (…) This  form of industry,  then, already implies the deep-going rule of capitalism, being the direct predecessor of its last and highest form – large scale machine industry. Work for the buyer-up is consequently a backward form of capitalism, and in contemporary society this backwardness has the effect of seriously worsening the conditions of the working people, who are exploited by a host of middlemen (the sweating system), are disunited, are compelled to content themselves with the lowest wages and to work under the most insanitary conditions and for extremely long hours, and –what is most important– under conditions which render public control of production extremely difficult” (LCW Vol. 2: 434-35, emphasis added).


A similar analysis concerning the formal subordination of labor to merchant capital and to the middleman can be found in the third Volume of Capital, Chapter 20, esp. pp. 452-455 (but also in the first Volume of Capital, Chapters 13 and 14). Marx conceptualizes the direct producers who are subjected to the merchant’s command as a hybrid form of piece-wage-labor, which paves the way to the fully-fledged capitalist relations of production: 
“The transition from the feudal mode of production takes place in two different ways. The producer may become merchant and capitalist (...) Alternatively, however, the merchant may take direct control of production himself (...) This method (...) without revolutionising the mode of production, it simply worsens the conditions of the direct producers, transforms them into mere wage-laborers and proletarians (...) appropriating their surplus labor on the basis of the old mode of production (...) The merchant is the real capitalist and pockets the greater part of the surplus value” (Marx 1991: 452-53, emphasis added).


Lenin approaches Russian society from the starting point of Marx’s categories and reaches the conclusion that the transition from the historically undeveloped form of merchant capitalism to industrial capitalism is the result of the development of class struggle (LCW Vol. 3: 541-2):

The transition from manufacture to large-scale industrial capitalism signifies a change in the relation of forces between merchant and industrial capital. Manufacture (above all in its primeval form of individual commercialized production by the artisan for the buyer-up) is capitalist production subordinated to the needs of merchant capital, since the latter secures capitalist centralization of the productive process and its orientation towards market demand. By contrast, large-scale industry itself embodies the typically capitalist centralization and regulation of the productive process (division of labor in the factory, establishment of a productive hierarchy and mechanization, authoritarian factory discipline) and so abolishes the mediating intervention of merchant capital which characterized its preceding phase.

What differentiates Lenin’s theses from those adopted in most contemporary debates on the transition from pre-capitalist modes of production to capitalism, is that Lenin considers the social relations created when the merchant takes control of the craftsmen’s production to be already capitalist relations of production, i.e. a preliminary form of piece-wage labor, a preliminary form of surplus-value extraction. According to his approach, by taking control over the craftsmen’s production process, merchant capital takes control over their means of production, albeit in an informal or indirect way. Consequently, Lenin conceives industrialization as a transition from one (the underdeveloped) capitalist form to another (the developed). In contrast, most contemporary approaches conceive the initial stages of industrialization as a transition from pre-capitalism to capitalism, i.e. they conceive the merchant or buyer-up who controls handicraft production as a transitory social form, enabling the passage from pre-capitalism to capitalism. By doing so, they are unable, however, to comprehend the form of surplus labor appropriated by the buyer-up.

Thus, following the train of thought of Lenin himself, we could assert that the transition from pre-industrial capitalist forms characterized by indirect subordination of labor to merchant capital to industrial capitalism, consummating the direct subordination of labor to capital, does not emerge from any ineluctable technological imperative or from linear growth of the “productive forces,” but (exactly as in the case of the dissolution of pre-capitalist modes of production) is a consequence of the overturn of traditional social and political relations in favor of industrial capital.


The Political Economy of development has much to gain if it takes seriously into consideration this theoretical interpretation of class relations: If one focuses on “the production and distribution of surplus labor,” then the enormous spread of cottage industries and sub-contracting relations in most LDCs (but also the rise in façon-production and sub-contracting in the developed capitalist countries, as on the one hand “labor flexibility” rises, while on the other an increasing number of enterprises engage primarily in marketing commodities produced for them by sub-contractors) can be correctly comprehended as alternative (to formal wage-labor relations) forms of capitalist exploitation.

8. Globalization as an impediment to the development of most LDCs
We have argued so far that the ensemble of historical determinations that are external to the CMP, but act through it, i.e. mainly the power and force relations in the class struggle, decide on both the possibility and also the rates of capitalist development. Having asserted this thesis which is fundamental to my argument, it is necessary now to focus on the role of Globalization as one important such determination.

It is beyond any doubt that one has to count the international connections of a social formation in the framework of the “global system” among the very important “external” –to the CPM– relations that determine capitalist development. These connections are, of course, of both an economic (world market, internationalization of production, international capital movements, currency parities, speculation etc.) and a political-military nature. Speaking on an abstract level, the overall effect of the international relations may act either to accelerate or to retard capitalist development, depending on the type of articulation of the given social formation within the context of the world imperialist framework. This type of articulation is, though, determined by the economic and social structure of the given social formation. 
In other words, the decisive factor is again the internal economic and class relations. Imperialist relations do not constitute the “General Cause” that creates power relations in the underdeveloped countries. Conversely, it is the structural characteristics of these power relations that impose the specific aspect or position of a social formation within the imperialist framework. If, in the conjuncture produced by the class struggle, the capitalist social forces in a LDC succeed to establish an economic, political and social hegemony over both the working class and the classes belonging to the non-capitalist modes of production, so that a process of rapid capitalist development is initiated, then the inter​national role of the given country can no longer remain that of an “agrarian appendage” or of a “raw materials supplier”. This is today exactly the case of the NICs (Menzel 1985). This example, however, also pertains to the past experience of some of the traditional industrial countries where capitalist development was initiated later than that of Britain’s industrial take-off (for example, the Scandinavian countries, Senghaas 1982).


The improvement of the position in international competition of some developing countries and especially the South East Asian NICs is mainly the result of the consolidation of capital relations in these countries, the formation of a skilled and obedient collective worker and an increase in the rate of surplus value exploitation. Only under such transformations can the low wages of the NICs be a viable factor for foreign direct investment location decisions.


What I would like to stress closing this Section, is that globalization, favoring deregulation of markets and openness of economic boarders, i.e. the direct exposure of domestic production to international competition, decelerates economic development and the dissolution of pre-capitalist and pre-industrial production forms in many LDCs. It is well known even to mainstream thinking that most domestic enterprises in these countries need the state umbrella of economic protection to cope with their more developed foreign competitors not only on the international but also on the domestic market. Globalization favors therefore import intrusion, retards domestic capitalist accumulation and, therefore, stabilizes the power position of pre-capitalist oligarchies or pre-industrial capitalist forms (the buyer-up and the whole domestic putting-out system).  

The question then arises, why, despite the above, the ruling capitalist classes in most LDCs favor the neoliberal agenda of globalization. The answer is not difficult to be given; these classes are united with globalized capital fractions, financial markets and local oligarchies in the way that small capital always unites with big capital: in their antagonism and struggle with the laboring classes of society. 

The increase in capital profitability can never be a matter of “consensus” between capital and labor, as social-democratic thinking always argued. Marx’s analysis of capitalism shows that the ability of the capitalist class to reorganize production, to modernize the means of production and to economize on constant capital (as the only way out of crises of over-accumulation) is not a technical aspect of the economy but an outcome of the social relation of forces, anchored in class struggle. Restructuring the enterprise, above all, means restructuring a set of social (class) relations and aims at increasing the rate of exploitation. It is thus a process which presupposes on the one hand an increasing power of the capitalist class over the production process itself, and on the other a devalorization of all inadequately valorized capital (downsizing or liquidating enterprises) and thus economizing on the utilization of constant capital. It therefore presupposes not only increasing despotism of managers over workers (the suppression of all trade union or institutional barriers to “enterprise culture” and the vested interests of capital) but also increasing unemployment. Consequently, economic restructuring is synonymous with the capitalist offensive against labor.
9. Conclusions
We have approached the problem of capitalist development from the point of view of the Marxist theory of the modes of production and shown that the process in question shall be comprehended neither as a result connected with globalization nor as the “destiny” of all countries. It is an outcome pertinent to the historical conjuncture of class struggle and the specific forms of capitalist social power and domination in a country. In other words, the enforcement and expanded reproduction of capitalist accumulation in a social formation is decided by the class struggle. It is, in other words, a contingent outcome that varies according to the specific historical circumstances in each social formation.

We have also reached the conclusion that neoliberal policies of globalization impede capitalist development in LDCs, favoring foreign competitors from the developed countries, financial markets and local pre-capitalist or pre-industrial structures. However, the consequence for the laboring classes cannot be a strategy for development, apart from the strategy of radical change aiming at overthrowing capitalism and displacing it with an egalitarian and humane social order –i.e. socialism and communism.

The working class must once again elaborate its own autonomous class objectives, independently of the capitalist imperative of profit maximization and capitalist accumulation, i.e. capitalist development. Capitalist development has never been a prerequisite for social revolution. Lenin was well aware of this fact long before October 1917:
“Marx’s communist program was drawn up before  1848 (...) The smallness of the working class at that time may be judged from the fact that 27 years later, in 1875, Marx wrote that ‘the majority of the toiling people  in Germany consists of peasants and not of  proletarians’” (LCW Vol. 1: 319).
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� The increasing polarisation in wages, i.e. the constantly growing value of the ratio “upper 10% wage level over the respective lowest 10% wage level” is apparent in all capitalist counties since the mid-1970s. Since the same ratio was decreasing during the first three post-WWII decades (1945-75), Harrisson and Bluestone (1988) defined it as “the Great U-Turn”. For more recent data on wage inequality and polarisation s. Borjas (2000), Ch. 8.


� Authors like Wilhelm Roscher (1817-94), Karl Knies (1821-98), Gustav von Schmoller (1838-1917) and Karl Bücher (1847-1926) argued that all countries pass through the same, more or less, three major stages of development: The closed, household or domestic economy, the economy of the urban regions, which functions as the centre of a broader agrarian region surrounding it, and the popular economy, which economically unifies, through monetary exchange relations, the territory of a given country. Some authors belonging to a younger generation of this School, like Arthur Spiethoff (1873-1957) added two more stages to the scheme, namely that of the agrarian economy in-between the domestic and the urban economy and the world economy, as last stage after the popular economy (see Economakis & Milios 2001).


� W.W. Rostow (1991) [1960] presented an evolutionist approach to the development question, claiming that he had formulated “an alternative to Karl Marx’s theory of modern history” (p. 2). According to Rostow, economies pass through similar stages of development: The traditional economy and society evolves into one possessing the preconditions for an economic take-off; then comes the actual take-off stage, which is followed by the stages of economic maturity and subsequently of high mass-consumption. In his view, “it may be sometime beyond 2010-2020 that the more advanced developing countries fully absorb the technological revolution now still rapidly unfolding” (Rostow 1991: xvii).


� The case of Rostow (1990) is characteristic. Despite the fact that he belongs to the Neoclassical theoretical tradition, the author strongly highlighted the role of the political and social relation of forces in development. He wrote: “[…] the account of the break-up of traditional societies offered here is based on the convergence of motives of private profit in the modern sectors with a new sense of affronted nationhood […] There has been no uniform ‘superstructure’ in growing societies. On the contrary, the differing nature of the ‘superstructures’ has strongly affected the patterns which economic growth assumed” (p. 152).


� Many authors, including a number of neo-Marxists, have portrayed classical Marxist thought, and in particular the writings of Marx himself, as the vehicle for a “progressivist prognosis” of history, according to which all countries will inevitably go through the same stages of economic and social evolution, from pre-capitalist forms to developed capitalism, and culminating in socialism. (For a brief overview of these approaches see Goodman-Redclift 1982, pp. 24 ff.). Although such formulations can be found in the work of Marx and Engels, particularly in their political writings, there is no “progressivist prognosis” in the economic writings of Marx’s maturity. On the contrary, in these writings Marx simply outlined the prerequisites for the prevalence of capitalism over pre-capitalist social forms. 


� A country which seems to take advantage of globalization is China. A study of this case has to take into account the concrete characteristics of the production relations in the country, their course of change during the last decades, Chinas role in international politics and the way that the Chinese social formation articulates with the “world economy”.
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