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Author’s Notes

THE INDUSTRIAL DEVELOPMENT OF POLAND

I See O. Flatt, Opis miasta Lódzi pod wzgledem historycznym, statystycznym i przemyslowym (Historical, Statistical and Industrial Description of the City of Łódż) [(Warsaw: Drukarnia Gazety, 1853)], pp. 133–42; Witold Zalęski, Statystyka porównawcza Królestwa Polskiego (Comparative Statistics of the Kingdom of Poland) [(Warsaw, 1876)], pp. 170–1; Diplomatic and Consular Reports. Foreign Office. [Annual Series: On the Trade of Warsaw (London: Her Majesty’s Stationary Office, 1888),] No. 321, p. 5; and T. Rutowski, W sprawie przemyslu krajowego (On the Question of the Country’s Industry) [(Kraków: Drukarnia Zwiazkowa, 1883)], p. 34 ff.

II See I.S. Poznanskii, Proizvoditelnye sily Tsarstva Polskogo (Productive Forces of the Kingdom of Poland) [(St. Petersburg: Tsederbauma i Goldenbliuma, 1880)], pp. 67, 106; also, Zalęski, Statystyka porównawcza Królestwa Polskiego, p. 71.

III See Poznanskii, Proizvoditelnye sily Tsarstva Polskogo, p. 140.

IV Raw materials from Russia and Poland were declared to be duty-free; a tariff of 1 percent was levied on goods manufactured from either country’s own raw materials and one of 3 percent ad valorem on goods manufactured from the raw materials of a foreign country. Sugar and raw cotton were exceptions; duties of 25 percent and 15 percent, respectively, were placed on them. From Russia’s standpoint the tariff on raw cotton was quite senseless, but for Poland, which had been importing this cotton from Russia in large quantities, the tariff was extremely favorable because it protected the Polish cotton industry from Russian competition, but at the same time it encouraged the export of Polish woolen materials to Russia.

V Flatt, Opis miasta Lódzi pod wzgledem historycznym, statystycznym i przemyslowym, p. 62; K. Lodyshenski, Istoriia russkogo tamozhennogo tarifa (The History of the Russian Tariff) [(St. Petersburg: Balashev, 1886)], pp. 217 and 218.

VI Zalęski, Statystyka porównawcza Królestwa Polskiego, p. 47.

VII Source of above figures: Lodyzhenskii, Istoriia russkogo tamozhennogo tarifa, p. 218. According to F. Rodecki in Obraz geograficzno-statystyczny Krolestwa Polskiego (Geographical-Statistical Depiction of the Kingdom of Poland) [(Warsaw: Drukarni Antoniego GaŁęzowskiego i Kompanii, 1830)], Table III, the export of products of the Polish wool industry to Russia in 1827 amounted to 13.2 Polish guilders (one guilder being worth 15 kopecks).

VIII Source of above figures: K. Lodyzhenskii, Istoriia russkogo tamozhennogo tarifa (History of the Russian Tariff). St. Petersburg, 1886, p. 219.

IX Flatt, Opis miasta Lódzi pod wzgledem historycznym, statystycznym i przemyslowym, p. 61.

X Lodyzhenskii, Istoriia russkogo tamozhennogo tarifa, p. 223. Raw materials were still imported duty-free, as before, and duties on many manufactured goods increased by a factor of between three and five, but the duty imposed on the chief export item from Poland, woolen goods, was raised to the same high level paid for Russian woolen goods imported into Poland, that is, 15 percent ad valorem.

XI See I[van] I[vanovich] Ianzhul, Istoricheskii ocherk razvitiia fabrichno-zavodskoi promyshlennosti (Historical Sketch of the Development of Factory Industry) [(Moscow, 1887)], p. 32.

XII Rutowski, W sprawie przemyslu krajowego, p. 241.

XIII Ibid., pp. 250, 251; see also J[an] Bloch, Przemysl fabryczny Królewstwa Polskiego 1871–1880 (The Factory Industry of the Kingdom of Poland, 1871–1880) [(Warsaw: Drukarni Cotty, 1884)], pp. 29–31, 111–12, 12–13, and 58.

XIV W. Zalęski, Statystyka porównawcza Królewstwa Polskiego (Comparative Statistics of the Kingdom of Poland), Warsaw, 1876, p. 172.

XV Lodyzhenskii, Istoriia russkogo tamozhennogo tarifa, p. 252.

XVI One result of the formation of a tariff zone including Poland was that an innovation was now made in the Russian tariff system: the introduction of a so-called differential tariff. Since Poland had pursued significantly more of a free-trade policy toward Western Europe, a new distinction was made after the Russian tariff boundary was extended to include Poland—a distinction between the land border and the maritime border. A lower tariff was set for goods being shipped by sea.

XVII Istoriko-statisticheskii obzor promyshlennosti Rossii (Historico-Statistical Review of the Industry of Russia), D. A. Timiriazev, ed. 2 vols. [(St. Petersburg: 1883)], Vol. 2, p. 95.

XVIII [For the source of the following figures, see] Rutowski, W sprawie przemyslu krajowego, p. 241.

XIX Ivan I. Ianzhul, Istoricheskii ocherk razvitiia fabrichno-zavodskoi promyshlennosti (Historical Sketch of the Development of Factory Industry), Moscow, 1887, p. 36

XX The total length of the railroad network in Russia was as follows:




	In 1838
	25 versts [one verst = 3,500 feet]



	In 1850
	468 versts



	In 1860
	1,490 versts



	In 1865
	3,577 versts



	In 1870
	10,090 versts






Let us, while we are at it, review the data from later years as well:




	1875
	17,718 versts



	1880
	12,226 versts



	1885
	24,258 versts



	1890
	28,581 versts



	1891
	29,156 versts






[Source:] Gornaia Promyshlennost Roissii. Vsemirnaia kolumbbova vystavka v Chikago 1893 (Russia’s Mining Industry. Report for the Chicago World’s Fair 1893), [Rossiia, Departament Gornog Dela, Ministervo Gosudarstvennykh imushchestv (issued by the Mining Department of Russia’s Ministry of State Properties), St. Petersburg, 1893], p. 61. From 1891 to 1896, 10,625 versts of new railroad lines were opened to traffic, and another 10,000 versts are now under construction, according to Trudy Imperatorskogo Svobodnogo Ekonomicheskogo Obshchestva (Proceedings of the Imperial Free Economic Society) [published twice monthly], 1897, No. 6, p. 132.

XXI See G. Simonenko, Sravnitel’naia statistika Tsarstva Pol’skogo i drugikh evropeiskikh stran (Comparative Statistics of the Kingdom of Poland and Other European Countries) [(Warsaw: Tipografiia Meditsinskoi gazety, 1879)], p. 127; and W. Zalęski, Statystyka porównawcza Królestwa Polskiego, pp. 172 and 273.

XXII Fabrichno-zavodskaia promyshlennost i torgovlia Rossii. Vsemirnaia kolumbova vystavka v Chikago 1893 (Factory Industry and Trade of Russia. Chicago World’s Fair 1893), [by Departament Torgovli i Manufaktur Ministerstvo Finansov (Department of Trade and Manufactures of the Ministry of Finances), St. Petersburg, 1893,] XIX, pp. 156–83.

XXIII [On the source of the figures in the above table] see ibid., XX, p. 185.

XXIV Petitions by the Imperial Free Economic Society. Review of Russian Custom-Tariffs [St. Petersburg: 1890], p. 116.

XXV Trudy Imperatorskogo Svobodnogo Ekonomicheskogo Obshchestva, No. 6, pp. 129 and 127 [1897].

XXVI [On the source of the data in the table above see] Petitions by the Imperial Free Economic Society. Review of Russian Custom-Tariffs, p. 150.

XXVII Vestnik Finansov, No. 17, May 9, 1897.

XXVIII Trudy Imperatorskogo Svobodnogo Ekonomicheskogo Obshchestva, No. 6, p. 134.

XXIX Diplomatic and Consular Reports. [Foreign Office. Annual Series: On the Trade of the District of the Consulate-General at Warsaw (London: Her Majestry’s Stationary Office, 1894),] No. 1449 (1894), p. 14.

XXX Ibid., No. 461, p. 3.

XXXI On the development of the metal and coal industries, see below, pp. 14–18, 23, 37–40 [in this volume.] The table above was compiled from Zalęski, Statystyka porównawcza Królestwa Polskiego, pp. 172 and 246; Bloch, Przemysl fabryczny Królewstwa Polskiego 1871–1880, p. 151; Factory Industry and Trade of Russia, p. 33; Rutowski, W sprawie przemyslu krajowego, p. 241; Materials on Trade and Industrial Statistics of Russia, [Data on the Factory Industry in Russia for the Year 1890 [(St. Petersburg: Department of Trade of the Finance Ministry, 1893)], pp. 158–82; Materials [on Trade and Industrial Statistics of Russia, Data on the Factory Industry in Russia] for the Year 1891 [(St. Petersburg: Department of Trade of the Finance Ministry 1894),] pp. 124–44. The data cited about total production are only approximately accurate, because they are significantly lower than the actual volume of production. For the most part we compiled the data from reports by the entrepreneurs, who notoriously gave too low a figure for the volume of business at their factories, in order to avoid higher taxes. Thus, J[an] G. Bloch considered it necessary, in order to obtain an accurate conception of the volume of industrial output, to tack on about 25 percent to the official data. Another Polish statistician, J. Banzemer, in his Obraz przemyslu w kraju naszym (A Picture of Industry in Our Country) [(Warsaw: Drukarni Noskowskiego, 1886)], showed with numbers, that the before-tax value of total industrial production for the year 1884 was not 182 million rubles, as the official reports state, but 199 million rubles. On the grounds of similar considerations we have come to the conclusion that production in Poland in the year 1890 represented a value not of 240 million rubles, but at least 300 million. — We arrived at the figure of 240 million for total production in 1890, since for the sake of uniformity [i.e., consistency] we increased the figure of 210 million rubles, given in the report to the 1893 Chicago World’s Fair (the volume on Factory Industry and Trad of Russia, p. 33), in order to take account of the increased excise tax on alcohol, etc. These excise taxes were included in the data for previous decades, and they should not be left out. — The figure concerning total production of the cotton industry in 1891 is only approximately correct. Here we have, again for the sake of consistency, added an amount for dyeing and finishing, which although it is not a large amount, was included for other branches of the textile industry. In the year 1891, cotton weaving and spinning alone show up as having 86 factories, with 21,229 workers, and production worth 36.8 million rubles. In the above table, we took this year into account, because it was not appropriate to treat the Polish cotton industry as an exception.

XXXII [On the source of the data in the above table] See Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland (St. Petersburg, 1888), Vol. 1, p. 84.

XXXIII Bloch, Przemysl fabryczny Królewstwa Polskiego 1871–1880, p. 142–3. Bloch included many small businesses in his calculations, which to a certain extent distorted the general picture of the concentration of industry.

XXXIV Factory Industry and Trade of Russia, p. 33; and Materials on Trade and Industrial Statistics of Russia … for the Year 1890, p. 134. With regard to the value of production for one firm in 1890, we have been able to determine that only for branches of industry not subject to excise tax (that is, for all industries except mining, distilling, tobacco processing, and sugar refining). In terms of earnings in that year, the branches on which excise taxes were not imposed certainly accounted for 74 percent of all industry. For other branches of production, exact data about the number of businesses is lacking.

XXXV [On the sources of the data in the last line of the above table:] The figures “1,612” and “5,303” are from Bloch, Przemysl fabryczny Królewstwa Polskiego, pp. 14–15; and the figure “139,298” is from Materials on Trade and Industrial Statistics of Russia … for the year 1890, pp. 158–95.

XXXVI [On the sources of the data in the last line of the above table:] The figures “994” and “7,950” are from Bloch, Przemysl fabryczny Królewstwa Polskiego, pp. 14–15. According to Rutowski, the value of cotton production in 1880 was 33 million rubles. The figure “291,736” is from Materials on Trade and Industrial Statistics of Russia … for the year 1890, pp. 124–45.

XXXVII [On the source of the data in the above table] See A.S., Bor’ba mezhdu Moskvoi y Lodzem (The Conflict between Moscow and Łódż) [(St. Petersburg, 1889], p. 17.

XXXVIII See Factory Industry and Trade of Russia, Vol. 1, pp. 11 and 13. The figures for the Russian cotton industry refer to the Russian Empire not including Finland and Poland.

XXXIX [On the figures in the above table:] The figure “1,803” in the last line is from Materialy po statistiki parovykh mashin v rossiiskoi imperii (Materials for Statistics on Steam Engines in the Russian Empire), [Rossiia, Tsentral’nyi statisticheskii komitet (Central Statistical Committee of Russia), St. Petersburg, 1888], pp. 158 and 163. In the column under “1890,” the first two figures are from Materials on Trade and Industrial Statistics of Russia … for the Year 1890, pp. 134 and 158–94, the top figure referring only to coal mining and to branches of industry to which no excise tax applied. The last figure, “10,497,” refers to coal mining alone, and is from Russia’s Mining Industry, p. 74.

XL Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. II, pp. 1–2.

XLI In making this assumption [of 120 million] we base ourselves on the growth of the city of Łódż, [about which] see the following page(s). But since Ianzhul [in his Historical Sketch of the Development of Factory Industry], p. 48), and after him [W.] Sviatlovskii, Fabrichnyi rabochii (iz nabliudeniia fabrichnogo inspektora) (The Factory Worker [Warsaw, 1889], p. 23) both consider the figure for 1885 too low—a figure we have taken from the official data—and since they estimate the value of this region’s production as already 70 million rubles as early as 1886 and 1883, respectively, the present-day value of the region’s production may be significantly higher than our estimate.

XLII Ianzhul, Istoricheskii ocherk razvitiia fabrichno-zavodskoi promyshlennosti, pp. 44–6; Flatt, Opis miasta Lódzi pod wzgledem historycznym, statystycznym i przemyslowym, pp. 47, 71, and 110.

XLIII [On the sources for the data “in 1860” and “in 1878” in the above table:] Ianzhul, Istoricheskii ocherk razvitiia fabrichno-zavodskoi promyshlennosti, pp. 44–6; and Flatt, Opis miasta Lódzi pod wzgledem historycznym, statystycznym i przemyslowym, pp. 47, 71, and 110. [On the source for the data “in 1885” see] Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. II, p. 1. According to other sources, in 1886 the proceeds from production in Łódż already amounted to 40–46 million rubles. (Diplomatic and Consular Reports. [Foreign Office. Annual Series: On the Trade of the Kingdom of Poland (London: Her Majestry’s Stationary Office, 1887)], No. 128, p. 4.) [On the source for the number of inhabitants “in 1895” see] Vestnik finansov, No. 21, June 6, 1897. This number actually refers to January 1897. [On the source for the value of production in 1895 see] Gazeta Handlowa [Warsaw], December 1, 1896.

XLIV Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. II, p. 23.

XLV [On the source of the data in the following table see] A. S., The Conflict between Moscow and Łódż, p. 51.

XLVI Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. II, p. 25.

XLVII Ibid., p. 46.

XLVIII See “Stan historia I terazniejszosc Miasta Łódż” (The History and Present Condition of the City of Łódż), Gazeta Handlowa (Newspaper of Poland), December 3, 1896.

XLVIX See Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. I, p. 33.

L [On the source of the data in the following table see] Ibid., p. 38.

LI Ibid., p. 87.

LII Sviatlovskii, Fabrichnyi rabochii, p. 24.

LIII [For the source of] “78.4,” see Timiriazev, Istoriko-statisticheskii obzor promyshlennosti Rossii, Vol. 1, Tables XIV–XV. [The source for the figure “150.8” is] Russia’s Mining Industry, p. 91. The above figures refer only to private industry. Production from state-owned mines in 1860 was 7.2 million poods, and in 1870, 6.3 million poods. Since 1878, coal extraction from state mines has stopped completely.

LIV [On the source of the above data see] Russia’s Mining Industry, p. 72.

LV Ibid., p. 92.

LVI See Proizvoditel’nye sily Rossii (The Productive Forces of Russia. [For the regional industrial exhibition at Nizhny Novgorod), Rossiia, Ministerstvo Finansov (issued by the Ministry of Finance), St. Petersburg, 1896], Vol. VII, p. 39.

LVII Gazeta Handlowa, December 14, 1896.

LVIII The average annual import of foreign coal into Russia was as follows: 1866–70: 70 million poods; 1871–75: 605 million poods; 1876–80: 971 million poods; 1881–85: 1,122 million poods; 1886–90: 1,097 million poods. [Source:] Russia’s Mining Industry, p. 75.

LVIX Prawda (Truth), No. 52, December 26, 1896.

LX Russia’s Mining Industry, p. 57.

LXI Ibid., pp. 58 ff.

LXII Ibid., p. 5; [see] also Factory Industry and Trade of Russia, Vol. XIX, p. 181.

LXIII [On the source of data in the following table see] Russia’s Mining Industry, pp. 65 and 66. The percentage of imported foreign metal used annually in Russia, as against domestically produced metal, was as follows:




	
	Pig Iron
	



	
	(total used)
	(foreign)



	1866–70
	106 mln poods
	8%



	1871–75
	133 mln poods
	11%



	1876–80
	171 mln poods
	26%



	1881–85
	220 mln poods
	32%



	1886–90
	256 mln poods
	21%



	1891–95
	402 mln poods
	9%









	
	Iron
	



	
	(total)
	(foreign)



	1866–70
	97 mln poods
	12%



	1871–75
	122 mln poods
	31%



	1876–80
	132 mln poods
	35%



	1881–85
	135 mln poods
	26%



	1886–90
	146 mln poods
	19%



	1891–95
	159 mln poods
	23%






[Source:] Vestnik finansov, No. 21, June 6, 1897.

LXIV [On the sources of the data in the following table see] Timiriazev, Istoriko-statisticheskii obzor promyshlennosti Rossii, Vol. 1, Tables viii–ix and x–xi; Russia’s Mining Industry, pp. 58 and 60. The figures above refer only to the private sector. Production of pig iron at state-owned plants in 1860, 1870, and 1880, respectively, was 0.65, 0.47, and 0.29 million poods; and for iron and steel the corresponding figures are 0.33, 0.1, and 0.1 million poods.

LXV Encyklopedia Rolnicza (Agricultural Encyclopdia), Vol. 3 [(Warsaw: Drukarnia Artystyczna Saturnina Sikorskiego, 1894)], p. 15. According to Orlov (in A Register of the Factories of European Russia, [including the Kingdom of Poland and the Grand Duchy of Finland (St. Petersburg, 1881)], p. 620), there were already 66 machinery factories in 1879 with production amounting in value to 6.7 million rubles.

LXVI Encyklopedia Rolnicza, Vol. 2 (1891) [(Warsaw: Drukarnia Artystyczna Saturnina Sikorskiego, 1891)], pp. 530 ff.

LXVII Factory Industry and Trade of Russia, Vol. XIII, pp. 6–7.

LXVII Ibid., p. 7.

LXIX Diplomatic and Consular Reports. [Foreign Office. Annual Series: On the Trade of the District of the Consulate-General at Warsaw (London: Her Majestry’s Stationary Office, 1894),] No. 1449, p. 7.

LXX [On the source of the data in the following table see] Factory Industry and Trade of Russia, Introduction, pp. 32–3. The Moscow region, i.e., central Russia, includes the following provinces: Moscow, Vladimir, Kaluga, Kostroma, Nizhny Novgorod, Smolensk, Tver, and Yaroslavl; within the St. Petersburg region are the provinces of St. Petersburg, Pskov, Novgorod, Courland, Livonia, and Estonia.

LXXI See Vestnik finansov, No. 8, March 7, 1897.

LXXII See Factory Industry and Trade of Russia, Vol. I, p. 11.

LXXIII See Materials [on Trade and Industrial Statistics of Russia, Data on the Factory Industry in Russia] for the Year 1892 [(St. Petersburg: Department of Trade of the Finance Ministry 1895),] pp. 192–204.

LXXIV Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, p. 18.

LXXV [On the source of the data in the following table see] Ibid., Appendix I, pp. 41–3. According to English sources, the export of products from the textile industry of Łódż to Russia in 1886 was 970,791 poods, while 229,900 poods remained in Poland; in 1887, 264,665 poods stayed in Poland, and 721,115 poods went to Russia (Diplomatic and Consular Report: On the Trade of Warsaw, No. 321, p. 7).

LXXVI Ianzhul, Istoricheskii ocherk razvitiia fabrichno-zavodskoi promyshlennosti, p. 63.

LXXVII On the source of the data in the following table see] Ateneum, 1890, Vol. I, No. 2, pp. 294–6. In particular, the market in the Caucasus for Polish iron was as follows: in 1887, 310,500 poods; in 1888, 299,044 poods; in 1889, 340,905 poods; and in 1890, 398,210 poods (Ateneum, 1891, Vol. III, No. 3, p. 612).

LXXVIII Ateneum, 1891, Vol. III, No. 3, p. 611.

LXXIX Kraj (Our Country), 1889, No. 43.

LXXX Ibid., 1888, No. 21.

LXXXI Prawda, 1893, No. 3.

LXXXII Ibid., 1894, No. 51.

LXXXIII Ibid., 1896, No. 5.

LXXXIV For a brief history of this reform and of the relations between landowners and peasants in Poland, see the English [Foreign Office. Miscellaneous Series Reports. On the Peasantry and Peasant Holdings in Poland (London: Her Majesty’s Stationary Office, 1895)], No. 355.

LXXXV See J[an] Bloch, Landed Property and Its Indebtedness [(Warsaw, 1890)]. (Note also this statement:) “There is no doubt that the great majority of the landowners in Poland live under the most difficult conditions” [Foreign Office. Miscellaneous Series Reports. On the Position of Landed Proprietors in Poland (London: Her Majesty’s Stationary Office, 1895)], No. 347, p. 11). Some related material is also in J[an] Bloch, The Peasants’ Bank and Parcelization (Warsaw, 1895), pp. 1 and 16.

LXXXVI Bloch, The Factory Industry of the Kingdom of Poland, p. 181.

LXXXVII Factory Industry and Trade of Russia, pp. 32 and 33.

LXXXVIII Cf. J[an] Bloch, O Selskokhozaistvennom Melioratzionnom Kreditye v Rossi i Inostrannykh Gosudarstvakh (Agricultural Amelioration Credit in Russia and Foreign States) [(Warsaw, 1892)]; also, L. Górski, Our Mistakes in Agriculture (Warsaw, 1874).

LXXXIX “The encouragement thus given to foreign immigrants and to local industry and trade in general has caused a very remarkable industrial development, especially in that part of Poland which is nearest to Germany, whence the vivifying element came; but the policy which had been followed uninterruptedly for 73 years, and by which the industries of this country had been built up, was suddenly reversed on March 14, 1887, by the well-known imperial ukase forbidding foreigners from acquiring real property in the kingdom of Poland and in the Baltic provinces.”—“Another measure which will seriously affect the industries of this country is the new regulation prohibiting the erection of buildings within a quarter mile of the frontier.”—“This and the other measures in contemplation are attributed to the jealousy of the Moscow manufacturers, who at the last fair of Nizhny Novgorod addressed a memorial to the Government asking for protection against the Polish industries.” (Diplomatic and Consular Reports. Foreign Office. Annual Series: On the Trade of Warsaw, No. 321, pp. 6 and 7). Further, [see Gerhart von] Schulze-Gävernitz, “Der Nationalismus in Russland und seine wirtschaftlichen Träger” (Nationalism in Russia and Its Economic Spokesmen), Preussische Jahrbücher (Prussian Yearbooks), Vol. 75, Jan.–March, 1894. See also Blue Book: Royal Commission on Labor, Foreign Reports, Vol. X, Russia (London: 1894), p. 9. The extracts quoted here from the latter publication are based on the English consular reports from Poland, which on this particular subject have not always remained free of one-sided influence from the local [Polish] capitalist press.

XC Lodyzhenskii, Istoriia russkogo tamozhennogo tarifa, pp. 220, 218, and 222.

XCI A.S., The Conflict between Moscow and Łódż, p. 22.

XCII [Sergei Fedorovich] Sharapov, Sobranie sochinenii (Collected Works) (St. Petersburg: 1892), Vol. 1, pp. 70–94.

XCIII A.S., The Conflict between Moscow and Łódż, p. 22.

XCIV Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, “Introduction,” pp. 1 and 2.

XCV Ibid., Vol. 1, p. 101, and Vol. 2, pp. 101–7.

XCVI Ibid., Vol. 1, pp. 102, 103, and 104.

XCVII Diplomatic and Consular Reports. Foreign Office. Annual Series: On the Trade of Warsaw, No. 321, page 7; A. S., Moscow and Łódż, p. 23.

XCVIII On the basis of what has been said before, it is easy to judge how far these two figures were below the real profits.

XCIX Diplomatic and Consular Reports. Foreign Office. Annual Series: On the Trade of Warsaw Diplomatic and Consular Reports, No. 321, page 7.

C Ibid., p. 6.

CI A. S., Moscow and Łódż, p. 23.

CII Ibid., pp. 29, 32–5, 40–2, and 60.

CIII Ateneum, 1891, Vol. III, p. 609.

CIV Diplomatic and Consular Reports. [Foreign Office. Annual Series: On the Trade of the District of the Consulate-General at Warsaw (London: Her Majestry’s Stationary Office, 1893)], No. 1183, pp. 5 and 6.

CV Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. 1, p. 30.

CVI Ibid., pp. 30–1.

CVII Ibid., pp. 32–3.

CVIII [The figures in the following table are from] Factory Industry and Trade of Russia, Vol. 1, pp. 16–17.

CIX See Schulze-Gävernitz, “Der Nationalismus in Russland und seine wirtschaftlichen Träger,” p. 359.

CX For the price of coal, see Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. II, p. 104 and Vol. I, p. 33. The price of one pood of naphtha coal is arrived at in the following way: “For the equivalent of 100 units of weight of coal,” writes [Dmitri Ivanovich] Mendeleyev, “only 67 units of weight of naphtha residue are required.” But according to the same source, the price of naphtha residue has varied “in recent years … in Moscow between 20 and 30 kopecks per pood.” (Factory Industry and Trade of Russia, Vol. XII, pp. 311–12.

CXI Ibid., Vol. I, p. 17, note; Vol. XXII, p. 264; and “Introduction,” p. 21.

CXII Ibid., Vol. XII, p. 310.

CXIII Ibid., [Vol. XII,] p. 312.

CXIV Ibid., pp. 312–313.

CXV Vestnik Evropy, No. 21, June 2, 1895

CXVI R. Mikhailov, “Investigation of Naphtha Residue,” Zapiski Imperatorskogo russkogo tekhnicheskogo obshchestva (Reports of the Russian Imperial Technology Society) (St. Petersburg), No. 1, January 1898.

CXVII Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. 1, p. 35.

CXVIII “[W]eekly wages are higher in Poland than in Russia … [but] the workday in Russia is so much longer,” etc. See Schulze-Gävernitz, “Der Nationalismus in Russland und seine wirtschaftlichen Träger,” p. 359; similarly, see S. G., “Die Industrielle Politik Russlands in dessen polnischen Provinzen” (Russia’s Industrial Policy in Its Polish Provinces),” Neue Zeit, 1893–94, Vol. 2, No. 51, p. 791.

CXIX [On the source of the data in the table below see] Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. 1, p. 39.

CXX Ibid., p. 41.

CXXI Ibid., pp. 42 and 43. Cf. Sviatlovskii, Fabrichnyi rabochii, p. 39.

CXXII Sviatlovskii, Fabrichnyi rabochii, pp. 59–60.

CXXIII Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. 1, p. 71.

CXXIV [On the source of the data in the following table see] Ibid., p. 39.

CXXV Sviatlovskii, Fabrichnyi rabochii, p. 47. — [K.V. Davydov,] Report of the Factory Inspector for the St. Petersburg Region [(St. Petersburg: 1886),] p. 11. — In three industrial districts of Moscow province, where the relevant investigations were made, 56.8 percent of all the male workers lived in factory barracks; among spinners and weavers this figure rose to 66.8 percent. See Y[evstafy] M[ikhailovich] Dement’ev, Fabrika: chto ona daet naseleniiu i chto ona u nee beret (The Factory: What It Gives to the Population and What It Takes Away) [(Moscow: 1893)], p. 42. According to the same investigations, 22.2 percent of those living in the barracks were not included in the total number of workers living there. These were members of workers’ families who were not themselves employed at the factory (ibid., p. 44).

CXXVI See I.I. Ianzhul’s article “The Factory Worker in Central Russia and in the Kingdom of Poland,” Vestnik Evropy (European Herald), February 1888, p. 794.

CXXVII Ibid., p. 792.

CXXVIII Out of all the workers in the three above-mentioned industrial districts of Moscow province, the number of grown men who left the factory in the summer amounted to 14.1 percent, and for the textile workers the figure was 19.7 percent (Dement’ev, Fabrika: chto ona daet naseleniiu i chto ona u nee beret, p. 4).

CXXIX [I.I. Ianzhul,] Report of the Factory Inspector for the Moscow Region [(St. Petersburg, 1884)], p. 81.

CXXX [Dr. Peskov,] Report of the Factory Inspector for the Vladimir Region [(St. Petersburg, 1886)], p. 68.

CXXXI Cf. Thomas Brassey, Work and Wages [London: Bell and Daldy, 1872]; see also [Lujo] Brentano, Über das Verhältnis von Arbeitslohn und Arbeitszeit zur Arbeitsleistung (On the Relation of Wages and labor Time to Productivity) (Leipzig: Duncker & Humboldt, 1893).

CXXXII “In countries where capitalist production stands at different levels of development and between which the organic composition of capital consequently varies, the rate of surplus value (one factor that determines the rate of profit) may be higher in a country where the normal working day is shorter than in one where it is longer. Firstly, if the English working day of 10 hours, because of its higher intensity, is equal to an Austrian working day of 14 hours, then, given the same division of the working day, 5 hours’ surplus labor in the one country may represent a higher value on the world market than 7 hours in the other. Secondly, a greater part of the working day in England may form surplus labor than in Austria.” See Marx’s Das Kapital, Band 3 (Hamburg: Otto Meisner, 1894), Part I, pp. 195–6 [Capital Vol. 3, translated by David Fernbach (New York: Vintage, 1981), pp. 321–2.]

CXXXIII See Ianzhul, “The Factory Worker in Central Russia and in the Kingdom of Poland,” p. 791. — According to Sviatlovskii, Fabrichnyi rabochii, p. 61, only the work of weavers is cheaper in Poland; in contrast, the work of spinners is more expensive than in Russia. — According to Factory Industry and Trade of Russia, Vol. 1, p. 17, the cost of production of one pood of cotton in Poland and in Russia is on the whole approximately the same, and in this situation the Polish factory owner, even if he pays about 52 kopecks less [per pood] for fuel, nevertheless pays more for labor power than the Moscow factory owner, and that amounts to 33 kopecks [per pood of cotton]. We consider more reliable the data on wages that we have cited in the text, which were obtained as a result of Ianzhul’s personal investigations. As a former factory inspector in the Moscow region and as leader of the [1886] commission investigating industry in Poland, he had the opportunity to become acquainted with both Polish and Russian industry from his own observations. — “Despite the lower wages, labor in Russia is very expensive. In England three workers can operate 1,000 cotton spindles; in Russia, according to Mendeleyev, [the corresponding number is] 16.6 [workers]. Thus even if the English worker earns four times more in wages than the Russian, he still works far more cheaply. But in addition to wages [in Russia] there are also the high costs for supervision, passports, workers’ housing, hospitals, etc., which are not present at all in England, and for the most part are absent in Poland as well.” (Schulze-Gävernitz, “Der Nationalismus in Russland und seine wirtschaftlichen Träger,” p. 361.) All this, however, does not prevent the selfsame Professor Schulze-Gävernitz from citing the higher weekly wage, as we have seen, as a disadvantage offsetting the advantage of cheaper fuel. —The point is made clearly, on the other hand, in the English Royal Commission’s Blue Book: “Although the Russian manufacturer appears to have an advantage in these respects (i.e., “the extraordinarily low rate of wages”—R. L.), the cost of production is greater for him than for the Polish manufacturer” ([Blue Book:] Royal Commission [on Labor, Foreign Report,] Vol. X, [Russia (London: Eyre and Spottiswoode, 1894)], p. 9). Furthermore: “There is a still more striking difference between the Polish and Russian workpeople. The latter, although now nominally free, are but little removed from their former condition [of serfdom], and have small ambition to improve their position. The Poles have a far higher standard of comfort, and since they depend entirely upon their wages for their support, they are not contented with low earnings, but still their work is found to be less expensive than that of the Russians” (ibid.). By the way, this characterization of the Russian workers is highly antiquated: the big strikes that have continued unceasingly in Russia since 1896 show that the workers there too “have ambition to improve their position.” The Neue Zeit article entitled “Russia’s Industrial Policy in its Polish Provinces,” p. 791, contains this statement: “Labor power in Russia is also cheaper than in Poland … Labor time in Russia is much longer than in Poland … But as far as the intensity of labor is concerned, as the above-mentioned factory inspector Svyatlovsky assures us, it is the same in both countries.” (Emphasis added—R. L.) Actually, not a trace of such “assurance” is to be found in the writings of Sviatlovskii. By the way, it would be difficult for Sviatlovskii to give the kind of assurance that has been put in his mouth [by the author S. G.], first, because in no instance does he [Sviatlovskii] betray any inclination to assure the reader of anything that does not exist, an inclination that is strongly inherent in the author of “Russia’s Industrial Policy in its Polish Provinces”; and second, because on the question of the intensity of labor in Poland he [Sviatlovskii] rather “assures us” of the exact opposite. See Sviatlovskii, Fabrichnyi rabochii, pp. 59–61.

CXXXIV Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. 1, p. 10.

CXXXV The cost of 1,000 bricks, for example, was 14–15 rubles in Łódż in 1876; in Moscow in 1874, it was ca. 32 rubles; in Łódż in 1886, 8–9 rubles; in Moscow in 1887, ca. 22 rubles. Ibid., p. 13.

CXXXVI The cost of construction of barracks and the like, for example, for two of the larger Russian factories, was as much as 400,000 rubles each, or ca. one-sixth of the total fixed capital. Ibid., p. 12.

CXXXVII Ibid., p. 36.

CXXXVII [On the sources of the data in the following table see] Materials on Trade and Industrial Statistics of Russia … for the Years 1885–1887, pp. vi and xi; Materials on Trade and Industrial Statistics of Russia … for the Year 1888, pp. 106 and 126; Materials on Trade and Industrial Statistics of Russia … for the Year 1889, pp. 134 and 158; Materials on Trade and Industrial Statistics of Russia … for the Year 1890, pp. 110 and 131. The figures for Russia, here and further on, at pp. 169 and 174, unless more details are given, refer only to European Russia, without Finland and Poland. The Asian part of Russia does not come into consideration at all on the question of competition, and citing that data for comparison would only make the picture more unfavorable to Russia. [The author of an article cited earlier, S. G.,] “Die industrielle Politik Russlands in dessen polnischen Provinzen” (The Industrial Policy of Russia in Its Polish Provinces), p. 791, asserts the following: “Lastly, capital in Russia is more concentrated. The average gross profit of a factory in Russia is 45,898 rubles, in Poland 35,289 rubles.” This assertion, as well as the figures he quotes, are simply made up out of whole cloth.

CXXXIX Russia’s Mining Industry, pp. 71 and 73.

CXL Productive Forces of Russia, Vol. 7, p. 39.

CXLI [The sources of the data in the following tables are] Compiled from Materials on Trade and Industrial Statistics of Russia … for the Year 1890, pp. 172–9, with reference only to cotton spinning and cotton weaving. Here and in the next table, below, we compare only the steam power in the two countries, because water-power plays only a miniscule part in the Russian cotton and wool industries, while in those of Poland it is infinitesimal.

CXLII Ibid., pp. 160–3. In the [following] table above we compare wool spinning and wool weaving especially, which in Poland represented 72 percent of all profit of the wool industry for that year (1890).

CXLIII Russia’s Mining Industry, p. 75.

CXLIV Ibid., pp. 71, 73, and 74.

CXLV Vestnik finansov, No. 29, July 28, 1895.

CXLVI Factory Industry and Trade of Russia, Vol. XIII, p. 13.

CXLVII Ibid., p. 11.

CXLVIII Ibid., p. 16.

CXLVIX “Thus all the conditions of production are more favorable for Russia than for Poland.” This upside-down conclusion is drawn by [the author of an article cited earlier]: S. G., “Die industrielle Politik Russlands in dessen polnischen Provinzen” (The Industrial Policy of Russia in Its Polish Provinces), p. 791. He derives this from his data about the relations of production between Russia and Poland, data that are twisted upside down in every respect, and in the process he has entirely forgotten two “minor” points—production technology and the type of fuel used as a heat source. However, since it is an undeniable fact that in the real world Polish goods are driving Russian goods from the battlefield [i.e., outselling them in the market] and therefore with one good sweep the assertion about “all the unfavorable conditions of production” must be tossed in the dump, the author tries to get himself out of this difficulty by referring to the individual abilities of Polish manufacturers: “The only (!) reason for this state of affairs is the greater commercial skill of the Polish industrialists and especially the better educated upper-level factory personnel, who consist mainly of Germans and Austrians.” (Emphasis added—R. L.) The author apparently does not know that we live in an age when the decisive factor on the capitalist battlefield is steam power, and that among those standing before the countenance of Mercury [the god of commerce], there are no chosen people. [On the sources of the data in the tables below see] Bloch, The Factory Industry of the Kingdom of Poland,, op. cit, pp. 14–15, 86–7, 102, 126–7; Materials on Trade and Industrial Statistics of Russia, [Data on the Factory Industry in Russia for the Years 1885–87 (St. Petersburg: Department of Trade of the Finance Ministry, 1889)], p. x; Materials [on Trade and Industrial Statistics of Russia, Data on the Factory System in Russia for the Year 1888 (St. Petersburg: Department of Trade of the Finance Ministry, 1891)], p. 126; Materials [on Trade and Industrial Statistics of Russia, Data on the Factory System in Russia for the Year 1889 (St. Petersburg: Department of Trade of the Finance Ministry, p. 1891)], p. 158; Materials on Trade and Industrial Statistics of Russia … for 1891, p. 146; Materials on Trade and Industrial Statistics of Russia … for 1892, p. 164 (the volumes of this publication for more recent years have not yet appeared in bookstores); Istoriko-statisticheskii obzor promyshlennosti Rossii, Vol. 1, Tables VIII–IX, X–XI, and XIV–XV; Russia’s Mining Industry, pp. 58–60; Vestnik Finansov, No. 52, January 5, 1896 and No. 8, March 7, 1897.

CL Respectively it was about 26 percent for this branch of industry (textiles) if we compare the period of 1871 to 1886 (fifteen years) with the period 1885–92 (six years)—because the year 1885 was especially unfavorable for the textile industry in view of the economic crisis of 1884.

CLI Lodyzhenskii, Istoriia russkogo tamozhennogo tarifa, p. 294.

CLII Petitions by the Imperial Free Economic Society. Review of Russian Custom Tariffs, p. 21.

CLIII A. S., The Conflict Between Moscow and Łódż, p. 32.

CLIV The quotation is from Novoe vremia as translated in Kraj, No. 51, 1894. The cited article’s headline was characteristic: “How Central Russia Was Neglected.”

CLV Kurjer Warszawski (Warsaw Courier), November 5, 1894.

CLVI “The increase in the sharply differentiated railroad rate (for grain) ought to meet with no difficulties because of the alleged (!) interests of the lower classes in Poland … (The difficulty is) the impoverishment of the landowning population of Poland (as a result of the increased differential rate on grain), which also brings with it a worsening of the material situation for the textile industry and only benefits the entrepreneurs in large-scale industry. They alone reap benefits in the midst of the general disaster because of the lower wages that result from lower grain prices … On the basis of all that has been stated above it cannot be doubted that in the interests of the landowners of both the regions located near the internal market, [i.e.,] of the Polish and the northern Black Earth regions, as well as all the landowners in the regions located near harbors, it seems desirable that the railroad rate on grain should be revised along the following lines …” (Memorandum of the Warsaw Stock Exchange Commission [About the Railroad Tariffs for Grain], pp. 31, 32, and 37).

CLVII Sankt-Peterburgskie Vedomosti (St. Petersburg News), 1896, Nos. 242 and 243; Gazeta Handlowa, September 21, 1896.

CLVIII Gazeta Handlowa, October 8, 1896.

CLVIX Kurjer Warszawski (Warsaw Courier), November 7, 1894.

CLX Gazeta Handlowa, November 30, 1896.

CLXI “This development of the economic and commercial forces of Poland is attributed by the same authority (the Russian-language organ of the Polish government, Varshavskii Dnevnik [Warsaw Journal]) to the establishment of branch agencies by the principal Russian banks, among others the ‘Azov-Don,’ which disposes of considerable capital, and has representatives at all the Black-Sea ports, besides being in direct commercial relations with Bukhara and Teheran. It is, says the ‘Warsaw Journal,’ through this and other Russian banks, which have established branch houses at Warsaw and Łodz, that the manufacturers of Poland have opened up new channels of trade and strengthened the already existing ones.” (Diplomatic and Consular Reports: On the Trade of the District of the Consulate-General at Warsaw, No. 1183, p. 4.)

CLXII See Kraj, August 1888.

CLXIII Ibid.

CLXIV See Ateneum, November issue, 1894, p. 378. Anti-German bias exists, it should be noted, not only in a certain stratum of the Polish bourgeoisie. Compare [for example] the weekly Rola (Plowland), organ of the “Christian landowners,” which has a regular headline, “Jews, Germans, and Us.” See also the petty bourgeois publications Gazeta Polska (Polish Gazette), Niwa (Field), etc.

CLXV The constantly growing demand in Poland for iron ore from southern Russia is reported, among others, by Vestnik Finansov, No. 52, January 5, 1896. As early as 1893, in relation to the total amount of raw cotton processed, the use of Central Asian cotton in the main centers of the Polish textile industry was as follows: in Pabianice and Zgerz, 30 percent; in Łódż, 40 percent; and in Bedzin, 45 percent (Przeglad Tygondniowy, No. 49, 1894]. — The government, for its part, favors this shift by Polish industry toward the use of Russian raw materials by a corresponding policy on the railroad system. In 1895 it established a special low railroad rate from the Donets Basin to Poland in order to make cheaper the delivery of southern Russian coke to Polish iron works (Vestnik Finansov, No. 27, July 14, 1895). Likewise, the Polish owners of iron and steel works were promised a reduction in transport costs for southern Russian iron ore in 1897 (Gazeta Handlowa, December 11, 1896). In 1893 the Polish spinning mills were provided with a reduction of about 20 percent on the freight costs for wool from southern Russia (Diplomatic and Consular Reports: On the Trade of the District of the Consulate-General at Warsaw, No. 1183, p. 4). On the raising of sheep in southern Russia especially for the Polish spinning mills, see Diplomatic and Consular Reports. [Foreign Office. Annual Series: On the Trade of the District of the Consulate-General at Warsaw (London: Her Majestry’s Stationary Office, 1891), No. 863, p. 2. — On the other hand, the government is promoting the expansion of Polish coal into Russia. In 1895, for example, as part of a general revision of railroad rates for coal, lower terms were set for the transport of Polish coal into Russia than for coal from southern Russia, and the motivation for this was that “an evening-up of the sales opportunities for Polish coal should be introduced, because in terms of average heat-producing capacity, coal from the Donbas performs less well” (Vestnik Finansov, No. 27, July 14, 1895).

CLXVI How much the production and exchange of the two countries complement one another and are interconnected, precisely because they have a market in common and can establish a division of labor between them, is shown by the fact that in 1897 a cartel between Moscow and Łódż was projected, with the types of goods to be produced by each of the parties to be determined, so that they would jointly regulate the market (Torgovo-Promyshlennaya Gazeta, July 31, 1897). Even if this plan falls through, nevertheless the very idea [of such a cartel] remains strikingly indicative of the relations that actually exist.

CLXVII Since we have set ourselves the task of probing this question thoroughly, we want, additionally, to shed some light on a few relevant statements that we did not have the opportunity to take up in the body of our text.


1) What belongs here, first of all, are the remarks made by Professor Schulze-Gävernitz (“Der Nationalismus in Russland und seine wirtschaftlichen Träger,” p. 344) regarding Russia’s tariff policy. “Even the tariffs on coal, which make fuel more expensive for the western border regions, serve Moscow’s interests.” Professor Schulze-Gävernitz is so mistrustful about all of Russia’s measures in trade policy that he has come to a conclusion here that is the exact opposite of what he should have come to, based on all the evidence. If coal tariffs make fuel more expensive for Polish factories, they benefit Polish coal-mining businesses to the same extent. At any rate, the tariff is not aimed against Poland as such, but against one group of capitalists—to the benefit of another group. But how the tariff on coal could serve Moscow’s interests remains obscure. As an industrial region that has to obtain its coal from elsewhere—because naphtha fuel for the time being, as has been shown, can meet only a small part of the demand—Moscow can scarcely derive any advantage from more expensive coal. That is obvious. Also, the result of the “coal crisis,” as we have seen, was that the central region saw itself forced to obtain fuel from Poland, and the corresponding prices were of course higher. Thus the Polish coal industry began massive sales of its product in the interior of Russia.

2) Mr. S. G., in his article in Neue Zeit on Russia’s industrial policy in Poland (“Die industrielle Politik Russlands in dessen polnischen Provinzen,” p. 790), asserts, among other things, that the government of Russia “did not keep people waiting for long” before it took measures against Polish industry. “First it raised the tax on trade and industry in the Polish provinces …” This assertion is once again, to put it mildly, unfounded. In 1887 the distribution of government taxes in the various regions [of the Russian empire] was as follows:




	Regions
	Percentage of all government taxes



	St. Petersburg and Moscow gubernias (provinces)
	13.16%



	Southwestern region
	8.10%



	Little Russia [Ukraine]
	5.49%



	Black earth region
	17.80%



	Central industrial region
	9.12%



	Baltic region
	2.26%



	Northwestern region
	6.08%



	Southern region
	8.43%



	Eastern region
	11.30%



	Northern region
	3.20%



	Caucasus
	1.20%



	Russia in Asia
	6.60%



	Poland
	6.05%









	Regions
	Taxes as a percentage of total turnover



	St. Petersburg and Moscow gubernias (provinces)
	4.26%



	Southwestern region
	8.47%



	Little Russia [Ukraine]
	6.25%



	Black earth region
	7.73%



	Central industrial region
	5.99%



	Baltic region
	3.50%



	Northwestern region
	7.84%



	Southern region
	4.39%



	Eastern region
	5.22%



	Northern region
	6.51%



	Caucasus
	



	Russia in Asia
	



	Poland
	6.01%









	Regions
	Public taxes per capita (in rubles)



	St. Petersburg and Moscow gubernias (provinces)
	26.75



	Southwestern region
	6.56



	Little Russia [Ukraine]
	5.78



	Black earth region
	6.66



	Central industrial region
	5.38



	Baltic region
	6.28



	Northwestern region
	4.59



	Southern region
	



	Eastern region
	5.05



	Northern region
	5.51



	Caucasus
	



	Russia in Asia
	



	Poland
	5.64






[Source:] (Sibir’ I sibirskaia magistralopolskii, [Geographic Distribution of Government Revenue in Russia], Vol. 1, pages 131 and 236.)




As is evident from the above table, the distribution of the public tax burden among the various regions is highly uneven; in many regions it is significantly lower than in Poland, but in others much higher, so there can be no question of a special tax policy toward Poland. Certainly Polish landed property has a significantly heavier tax burden than its Russian counterpart, but that is connected with causal factors of an entirely different nature—among others, with the Polish nobility’s battles in the past for freedom from Russian rule. In any case, it has no connection with the question of present-day Russia’s industrial policy toward Poland. As far as the special taxing of industry goes, and in the given instance this is relevant, in 1887 it was significantly lower in Poland than in the two main industrial regions of Russia, as was shown in Reports of the Members of the Commission for Investigation of the Factory Industry in the Kingdom of Poland, Vol. 1, p. 47, which shows the ratio of taxes to value of production in 1887 [in the table below]:




	
	Poland
	Moscow province
	St. Petersburg province



	Cotton industry
	0.33%
	6.64%
	0.78%



	Linen industry
	0.27%
	
	0.59%



	Wool industry
	0.28%
	0.50%
	1.00%



	Metal industry
	0.35%
	
	0.61%






The higher percentages of taxation in Russia can certainly be explained by various special circumstances, e.g., the ownership by Russian entrepreneurs of forests, peat bogs, workers’ barracks, factory-linked inns or taverns, etc.

With the constant swelling of the Russian budget, taxes on industry were also raised in 1893, but this was done throughout the empire without exception and on an equal basis. In all the materials that have been at our disposal we found no trace of any special taxes whose aim was to place Polish industry in a less favorable position than Russian industry.




3) Lastly, this same author of the Neue Zeit article about Russia’s industrial policy toward Poland (S.G., “Die industrielle Politik Russlands in dessen polnischen Provinzen,” p. 790) reports that the Russian government “introduced the so-called differential tariff, which means that goods going from Russia to Poland pay lower railroad rates than those which are transported from Poland to Russia. By this last measure the customs border between Poland and Russia was reestablished.” Once again this tale is a figment of the author’s imagination. This person had apparently heard something about the introduction of a differential railroad rate in Russia, but had no opportunity to find out what that actually was. This terrible measure, however, simply meant that the railroad charge for goods transported over longer distances would be calculated at a lower rate than goods going shorter distances, and this had not the slightest thing to do with special treatment of Poland.




There is one fact, or circumstance, that plainly lies at the basis of the uninformed assertion made above by Mr. S. G., and that is the following: As long as the policy for railroad rates in Russia was made by the railroad companies on their own initiative, there existed on the railroad lines going from the European border to the interior of Russia a special lower rate for foreign goods. In 1891, when uniform regulation of the transport system was introduced, the government regarded these lower railroad rates from the border primarily as a direct violation of the protective tariff wall, a violation that benefited foreigners, but also as “an unjustified preferential treatment in railroad rates for the industry of the border region (Poland and the Baltic provinces) relative to the industry of central Russia” (with regard to the purchase of foreign goods). (See The Agriculture and Forest Industry of Russia, p. 478.) The freight charges in dealings with foreign countries were also brought into line with those of domestic commerce (ibid.). The above-mentioned reform did not apply especially to Poland, as one can see, but to all of Russia’s border regions, to areas on the Black Sea as well as on the Baltic, and it conformed in its purposes with the general aims of [the government’s] protective tariff policy. The mutual exchange of goods between Poland and Russia, whose tariff reform Mr. S. G. is discussing, was not even remotely an issue in this case, because what the government was dealing with was direct trade by parts of the empire with the outside world.

By the way, it ought to be pointed out that the “differential tariff,” which Mr. S. G. knows how to report on in such a confident tone, is purely fictional, [as is shown by] the exposition of the entire actual course of events, which we have laid out for the detailed information of the reader. The following figures suffice to refute the assertions made by Mr. S. G.: The tariff on products of the textile industry (and of course this industry is the one under discussion above all) “from Łódż to Moscow or from Moscow to Łódż amounted to 60 kopecks per pood (and under the new tariff of 1893, 91 kopecks per pood), from Moscow to Odessa (that is, inside Russia itself) it was 86 kopecks (in 1893, 105 kopecks), and from Łódż to St. Petersburg or in the reverse direction it was 62 kopecks (in 1893, 79 kopecks).” (See Novosti, August 1893.) Thus the tariffs today, just as before, are calculated in exactly the same manner for goods being transported from Poland to Russia as for the same kind of goods going from Russia to Poland. All of Mr. S. G.’s argumentation, including his grandiose conclusion about the “reestablishment of the customs border between Poland and Russia,” must therefore be thrown out onto the garbage heap.

One parting comment about this author [S. G.] who we have cited so many times. In addition to those we have criticized here, most of the other assertions and details in his article are either made up out of whole cloth or turned upside down [verkehrt]. Thus, for example, he manufactures some information about the establishment of the Russian-Polish customs border, which as any third-grader in Poland knows, was done in 1851, but S. G. declares that it was the direct result of the Polish uprising of 1863 (“Die industrielle Politik Russlands in dessen polnischen Provinzen,” p. 789). And so on. This and all the other topsy-turvy assertions were obviously meant to demonstrate that Polish capitalism was being destroyed by Russian persecution, and from this [supposedly] a material basis could be derived for Polish national aspirations. This method of basing a political programme on statistical inaccuracies is in and of itself undoubtedly wrong, but let it not be disputed that in the given instance one may sympathize very much with the motivation behind these distortions—namely, the sincere desire on the part of the author to contribute to the best of his ability to the liberation of his country.



CLXVIII Lodyzhenskii, Istoriia russkogo tamozhennogo tarifa, p. 220.

CLXVIX Ibid., p. 245.

CLXX The Factory Industry and Russian Trade, “Introduction,” p. 29.

CLXXI This side of the question, which we cannot go into in more detail here, has been dealt with by us quite thoroughly in a number of essays related to the political development of Polish society. See “Der Sozialpatriotismus in Polen” (Social Patriotism in Poland), Neue Zeit (Stuttgart), 1895–96, No. 41, pp. 37–51; “Von Stufe zu Stufe. Zur Geschichte der bürgerlichen Klassen in Polen” (Step by Step: Toward a History of the Bourgeois Classes in Poland), Neue Zeit, 1897–98, No. 6, pp. 94–111; and “La questione polacca al Congreso internazionale di Londra” (The Polish Question at the International Congress in London), Critica sociale, Revista quindicinale del Socialismo Scientifico (Milan), 1896, No. 14.

CLXXII See the decrees of December 1892 concerning repayment of customs duties on exported products of the textile industry, and later on exported sugar.

CLXXIII [The names of these banks were] Deutsch-Asiatische Bank; Comptoir National d’Escompte de Paris; Hong Kong and Shanghai Banking Corporation; Chartered Bank of India, Australia, and China; Chartered Mercantile Bank of India, London and China; Bank of China, Japan and the Straits.

CLXXIV Vestnik Finansov, No. 52, January 5, 1896.

CLXXV [On the source of the data in the following table see] Sibir’ i sibirskaia magistral’. Vsemirnaia kolumbbova vystavka v Chikago 1893 (Siberia and the Great Siberian Railroad. [Report for the World’s Fair in Chicago), Rossiia, Departament Torgovli, Ministervto Finansov (issued by the Department of Trade of Russia’s Finance Ministry), St. Petersburg, 1893], p. 246.

CLXXVI [On the source of the data in the table above see] Productive Forces of Russia, [section on] “Foreign Trade,” p. 26.

CLXXVII [On the source of the data in the following table see] Vestnik Finansov, No. 44, November 11, 1894.

CLXXVIII [On the source of the data in the following table see] Vestnik Finansov, No. 44, November 11, 1894. In Bukhara, from 1890 through 1893, total sales of products from the textile industry of Russia averaged 140,000 poods per year.

CLXXIX This was the year of the cholera outbreak.

CLXXX The figure for 1893 is also from Vestnik Finansov, No. 44, November 11, 1894.

CLXXXI Productive Forces of Russia, Vol. VII, p. 5. According to Vestnik Finansov, No. 44, November 11, 1894, it was 120,000 poods yearly.

CLXXXII [On the source of the data in the following table see] Vestnik Finansov, No. 52, January 10, 1897; also, Productive Forces of Russia, [section on] “Foreign Trade,” pp. 25–6.
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Introduction: The Multidimensionality of Rosa Luxemburg

I.

The depth and breadth of Rosa Luxemburg as theoretician, activist, and original personality was once expressed by her in the following terms:


I feel, in a word, the need as [Wladyslaw] Heine would say, to “say something great” … I feel that within me there is maturing a completely new and original form which dispenses with the usual formulas and patterns and breaks them down … I feel with utter certainty that something is there, that something will be born.1



This quest for what she called a “land of boundless possibilities” can be regarded as one of her most distinguishing characteristics.

This is most of all evident from Luxemburg’s intellectual and political commitments. By the time of her death in 1919 she was renowned as one of the most fiercely independent figures in European radicalism. Refusing to define herself in the terms often adopted by her contemporaries, she issued a searing critique of the inhumanity of capitalism while being no less critical of what she viewed as misguided efforts by radicals to supplant it. Her understanding that capitalism could only be overcome through a thoroughly participatory and democratic process that actively involves the majority of the oppressed2 was a departure from the hierarchical models of electoral politics and revolutionary putschism that defined so many efforts at social change in the twentieth century, just as it anticipates the aspirations of many feminists, ecologists, and Occupy activists struggling in the twenty-first century to avoid the errors of the past.

Luxemburg’s quest for a “land of boundless possibilities” is unmistakable to anyone who encounters her numerous political pamphlets, essays, and articles—whether her well-known publications such as Reform or Revolution, The Mass Strike, the Political Party, and the Trade Unions or The Russian Revolution, or her many lesser-known works that have never been translated in English but which will all appear in the Complete Works.3 The same is true of her voluminous correspondence, which illuminates her original personality and remarkable span of interests—literary, scientific, and political—all grounded in an effort to stay true to what it means to be human.4

What may not have received sufficient attention in some quarters is that Luxemburg’s effort to “say something great” is most powerfully exhibited in her four major books—The Industrial Development of Poland; Introduction to Political Economy; The Accumulation of Capital; and The Accumulation of Capital, or What the Epigones Have Made of Marx’s Theory: An Anti-Critique.5 Each is a Marxist analysis of economic phenomena. Taken as a whole, they represent the most comprehensive study of capitalism’s inherent tendency towards global expansion ever written. Living as we are at a historical moment in which the logic of capital has now expanded to cover the entire world, the time has surely come to revisit these writings by one of the most important women economists of the twentieth century.

This effort has been hindered, however, by the fact that much of Luxemburg’s work (including the bulk of her articles, essays, and letters) has yet to appear in English. This is also true of her economic writings, since until now the Anglophone world has lacked a complete translation of one of her most important books, the Introduction to Political Economy. The Introduction contains material not found in her other works, critiques of such theorists as Karl Bücher, Werner Sombart and Max Weber; analyses of pre-capitalist societies, such as those in sub-Saharan Africa and pre-Columbian America; and a detailed discussion of the role of wage labor in contemporary capitalism.

The Introduction was composed as part of her work as a teacher—a dimension of her work that is little known in the English-speaking world. From 1907 to 1914 she taught history, economics, and social theory at the German Social-Democratic Party’s school in Berlin. She devoted considerable time and energy to her teaching and wrote the Introduction to Political Economy as a result of her discussions with students at the party school. As part of this work, she composed a number of manuscripts and lecture notes (seven in all survive), which have only recently come to light. Only part of one of these seven manuscripts has previously appeared in English;6 all are published in full in this volume. They indicate how intently Luxemburg kept up with the latest literature on economic history, sociology, anthropology, and ethnology, and serve as an important supplement to the Introduction to Political Economy and Accumulation of Capital. Together with a number of her pre-1914 economic writings, such as her dissertation on The Industrial Development of Poland, a manuscript of 1897 on the theory of the wages fund, and an essay from 1899 on Marxian value theory, this volume provides a fuller picture of Luxemburg’s contribution as an economic theorist than has heretofore been available.

A second volume of her economic writings will contain a new English translation of The Accumulation of Capital and Anti-Critique as well as the chapter on Volumes 2 and 3 of Marx’s Capital that she originally wrote for Franz Mehring’s biography of Karl Marx. The Complete Works will be rounded out with seven volumes of political writings and five volumes of correspondence.

Just as Luxemburg’s stature cannot be fully appreciated without taking account of her as a political figure and an inspiring personality, her overall contribution cannot be grasped without engaging with her work as an economic theorist. It is for this reason that we have decided to begin this fourteen-volume Complete Works with her economic writings. Surely, separating her oeuvre into economic and political categories is somewhat artificial. As she indicates in her correspondence, her initial approach to economic theory was largely stimulated by a political problematic—the expansion of European imperialism into Asia and Africa. She wrote, “Around 1895, a basic change occurred: the Japanese war opened Chinese doors, and European politics, driven by capitalist and state interests, intruded into Asia … It is clear that the dismembering of Asia and Africa is the final limit beyond which European politics no longer has room to unfold.”7 Luxemburg’s effort to comprehend the phenomena of imperialism and how it points to the dissolution or “the final crisis” of capitalism determined much of the content of her economic work. Meanwhile, many of her “political” writings—such as Reform or Revolution—contain brilliant analyses of the economic law of motion of capitalism and its proclivity for cyclical crises. Yet given the amount of time, care, and attention that Luxemburg gave to developing her major economic works, it makes sense to begin the Complete Works with the writings that contain her most detailed and analytically specific delineation of Marxian economics. It is here where her brilliance, originality, and independence of intellect—as well as some of her misjudgments and limitations—are most readily visible.

II.

Not long after being forced to flee Poland as a teenager, where she became active in the nascent Polish Marxist movement, Luxemburg moved to Switzerland and enrolled in the University of Zurich. By May 1897 she had earned a Ph.D. in economics—one of the first women in Europe to obtain one. Her dissertation, The Industrial Development of Poland, was the first detailed analysis of the development of capitalism in Poland. Based on original research at the Bibliotèque Nationale and Czartoryski Library in Paris, it was a rigorous, empirical study that immediately defined her as a serious theoretician. Unusual for the time, it was published as a book by a major German publisher soon after its completion and was widely (and warmly) reviewed by both radical émigrés and academic economists.8

That The Industrial Development of Poland earned Luxemburg a degree and did not explicitly reveal the extent of her commitment to revolutionary politics (Marx is mentioned only once in it) should not be taken to mean she had her eye on an academic career. Instead, the dissertation was central to her effort to come to grips with how the Marxist analysis speaks to her particular homeland. Although Luxemburg did not obtain a major international reputation until the revisionist debate in German Social Democracy in 1898–99, her dissertation already established her as an important Marxist thinker.

Central to the dissertation is the theme found throughout her subsequent work: internationalism. She analyzed the economy of Russian-occupied Poland as a part of an increasingly globalized capitalist system by detailing how its industrial development was dependent on goods and skills imported from Western Europe as well as new markets being opened up through Russia’s penetration of Asia. Poland’s economy, she insisted, was increasingly dependent on global capital; any independent path of national development was foreclosed by economic reality. She wrote, “It is an inherent law of the capitalist method of production that it strives to materially bind together the most distant places, little by little, to make them economically dependent on each other, and eventually transform the entire world into one firmly joined productive mechanism.”9

This in turn became the basis of her effort to address the question that most bedeviled the Polish Marxist movement from its inception: what position to take on demands for national self-determination. Should the struggle for socialism be inextricably connected to demands for national independence? Or does the former make the latter superfluous? In direct contrast to Marx and Engels, who consistently supported the Polish independence struggles,10 Luxemburg opposed all calls for national self-determination for Poland. The Industrial Development of Poland represents the economic justification for this political position by arguing that Poland’s economy had become so integral to Russia’s that any and all calls for national independence had become thoroughly utopian and impractical.

Many of the debates addressed in The Industrial Development of Poland were resolved long ago, and not always to Luxemburg’s credit. Her contention that the deepening economic links between Finland and Russia signifies “the beginning of the end of Finnish independence in political terms”11 has hardly stood the test of time; Finland achieved national independence from Russia in December 1917, just as Poland itself did only a few months later. Despite the considerable problems that plagued the Polish economy between the two world wars, her claim that demands for its national independence had become totally impractical have clearly been undermined by the actual historical developments.

At the same time, her dissertation’s keen appreciation of the impact of the global economy on efforts to foster capitalistic industrialization means it is not as dated or distant as may appear at first sight. Efforts at industrial modernization that try to seal off a country from the deleterious impact of the world market, she suggests, are inherently counter-productive, since capital accumulation is dependent on a web of influences that extend beyond national borders. Her work counters the claim that development can best be secured by relying solely on a nation’s internal resources—a point that many socialists have belatedly begun to discover in recent decades, in light of the painful failures that have accompanied many efforts to pursue a nationalist development strategy in the developing world.

After completing her dissertation, Luxemburg moved to Germany and became a leading figure in the German Social-Democratic Party and Second International. Her reputation secured by her intervention in the revisionism controversy of 1898–99, she became a much sought after public speaker, journalist, political campaigner, and agitator. By 1905–6, when she returned to Poland to participate in the Russian Revolution and penned her famous pamphlet on The Mass Strike, the Political Parties, and the Trade Unions, she had become known as an uncompromising opponent of bureaucracy and political elitism and a firm defender of rank-and-file initiatives and mass spontaneity.

Although some of Luxemburg’s biographers have tended to view her work of 1907–14 as less significant than that from 1898 to 1907,12 the years between the Mass Strike pamphlet and the outbreak of World War I actually marked the period in which she produced her most important theoretical work. Much of it was connected to her work as a teacher at the SPD’s school in Berlin. Founded in 1906 in response to growing interest in radical ideas following the 1905 Revolution,13 its aim was to educate party cadres and trade unionists in Marxist theory, history, and sociology.

Luxemburg began teaching at the school in October 1907. Despite lacking any formal experience as a teacher, she plunged into the work with enthusiasm and soon became one of the most popular instructors. Her teaching load was intensive: she lectured five days a week for two hours a day and spent additional time advising and assisting students. She was the only woman on the teaching staff.

Luxemburg’s massive theoretical output from 1907 to 1914, much of it devoted to economic theory, was directly impacted by her experience as a teacher. As J.P. Nettl put it, “Undoubtedly the constant polishing of ideas before her students helped Rosa greatly to clarify her own mind on the basic propositions of her political faith.”14 Luxemburg was in fact deeply invested in critical pedagogy. It reflected her life-long commitment to intellectual and cultural advancement as at the heart of the struggle for a new society. She defined her teaching philosophy thusly:


We have tried to make clear to them … that they must continue to go on learning, that they will go on learning all their lives … What the masses need is general education, theory which gives them the chance of making a system out of the detail acquired from experience and which helps to forge a deadly weapon against our enemies.15



This was part and parcel of her view in the Mass Strike pamphlet that “The most precious, because lasting, thing in this rapid ebb and flow of the wave [of class struggle] is its mental sediment: the intellectual, cultural growth of the proletariat.”16

Along similar lines, she argued that the ability of the bourgeoisie to throw off the fetters of absolutism, which was so important for the unfolding of capitalism as a global system, could not have occurred without such intellectual revolutions as the Enlightenment that preceded it:


[P]olitical economy, along with the philosophical, social, and natural-rights theories of the age of Enlightenment, was above all a means for acquiring self-consciousness, a formulation of the class consciousness of the bourgeoisie and as such a precondition and impulse for the revolutionary act.17



Ideas, she held, are not merely epiphenomenal—which is one reason why this painstaking Marxian materialist had no problem identifying herself as an idealist.18

On the basis of her lectures and discussions at the party school, she decided to work on a full-length book, eventually called Introduction to Political Economy. Several of her fellow teachers first suggested the idea of such a book so that her lectures could obtain a wider audience. She began doing research for the book at the end of 1907, and by the summer of 1908 was already looking forward to preparing a manuscript for the printer.19 As of this period of 1907/08, the content of her planned book closely corresponded to the subjects of her lectures, which were listed as follows: 1) What Is Economics?; 2) Social Labor; 3) Exchange; 4) Wage Labor; 5) The Rule of Capital; 6) Contradictions in the Capitalist Economy.20

As she proceeded to work on the book, she decided to include additional material on pre-capitalist societies that was not part of her initial lectures at the party school. This took her into intense studies of the latest literature on ancient, medieval, and early modern societies. In the summer of 1909 she began preparing the manuscript for publication; in 1910 she completed an initial draft, containing eight chapters. She intended to first publish the work as eight separate brochures or pamphlets and later as a complete book.21

In the course of working on the last brochure or chapter in November 1911—dealing with the trajectory of capitalism as a whole—Luxemburg encountered what she called a “puzzling aspect” of a larger subject: namely, what are the barriers that prevent the continued expansion of capitalism? She was acutely aware that “What particularly distinguishes the capitalist mode of production from all its predecessors is that it has the inherent impetus to extend automatically across the whole of the earth, and drive out all other earlier social orders.”22 This drive for global expansion, she held, is the economic basis of colonialism and imperialism. On these grounds, she repeatedly attacked the leading economists of the time, such as Karl Bücher and Wilhelm Roscher, for presuming that capitalism can be understood as a national system. Indeed, the study of political economy was termed “national economy” by the German economists of the time—a fact that earned Luxemburg’s scorn. However, what establishes the limits to capitalist expansion? She wrote,


Yet the more countries develop a capitalist industry of their own, the greater is the need and possibility for expansion of production, while the smaller in relation to this is the possibility of expansion due to market barriers … Incessantly, with each step of its own further development, capitalist production is approaching the time when its expansion and development will be increasingly slow and difficult.23



As Luxemburg pondered this issue, she became convinced that Marx failed to explain adequately the limits to capitalist expansion in his formulae of expanded reproduction at the end of Volume 2 of Capital, which assumes a closed capitalist society without foreign trade. Luxemburg viewed this as a very serious error, since she took it to imply the possibility of infinite capitalist expansion—something that, if true, would reduce the effort to create a socialist society to being a subjective, utopian wish instead of an objective, historical necessity.

Luxemburg realized that the issue of expanded reproduction was too complex and serious to be briefly dealt with at the conclusion of the Introduction to Political Economy. She therefore decided to devote an entire work to the problem. As a result, in January 1912 she broke off work on the Introduction in order to begin writing The Accumulation of Capital. Published in 1913, it aimed to show that the imperialist destruction of non-capitalist strata is driven by the inability of workers and capitalists to consume or realize the bulk of the surplus value produced through capitalist production. The imposition of capitalist relations upon non-capitalist strata, she argued, is both crucial for further capital accumulation and establishes the historical limits to such expanded reproduction.

Neither the problem of expanded reproduction nor her differences with Marx appear in the Introduction to Political Economy; indeed, they are not dealt with in her lectures on Volumes 2 and 3 of Capital that she gave as part of her work at the SPD school, and which appear here in English for the first time. These issues are reserved for the far more detailed and technical discussion in The Accumulation of Capital. But that does not mean Luxemburg gave up on the Introduction to Political Economy. She resumed work on it in 1916, when she was imprisoned in the Wronke Fortress for her opposition to World War I, and she continued to work on the manuscript until her release from prison in late 1918.

Her 1916 outline of the Introduction included ten chapters, reflecting her much-expanded treatment of pre-capitalist societies.24 She appears to have completed much of the manuscript by then and was already envisioning plans for its publication.25 However, at the time of her death only five chapters (that is, chapters 1, 3, 6, 7, and the beginning of chapter 10) were found among her papers. It is likely that some of the material was destroyed or lost when the proto-fascist Freikorps ransacked her apartment shortly after her assassination in January 1919.

This volume includes the text of the Introduction to Political Economy published after her death by Paul Levi, Luxemburg’s colleague and follower, in 1925. The text has to be read with caution, since the version available to us is missing a number of important chapters—such as those on the theory of value, capital and profit, and on the history of crises—and Luxemburg did not get to edit what we do have for final publication. We have every reason to believe, however, that she did compose the missing chapters on value, capital and profit, and crises; the importance she gave to the theory of value, for instance, is evident from much of her work, including an essay from 1899 that is included here, entitled “Back to Adam Smith!” It states,


But the fundamental difference between Ricardo’s and Marx’s labor theory of value—a difference not only misunderstood by bourgeois economics, but also mostly misjudged in the popularization of Marx’s doctrine—is that Ricardo, corresponding to his universal, natural-rights conception of the bourgeois economy, also held the creation of value to be a natural attribute of human labor, of the individual, concrete labor of individual people. Marx, on the other hand, recognized value as an abstraction, an abstraction made by the society under particular conditions, and arrived thereby at a differentiation of the two sides of commodity-producing labor: concrete, individual labor and undifferentiated social labor—a differentiation from which the solution to the money riddle springs to the eye as though illuminated by the glow of a bulls-eye lantern.26



Closely connected to the content of the Introduction to Political Economy is the series of manuscripts and lecture notes from her work at the party school. Three of the manuscripts—notes on slavery, the history of economic crises, and the history of political economy—were a direct part of her research for the Introduction.27 In addition, four transcripts of her lectures at the party school have survived that are also connected with the Introduction, dealing with Volumes 2 and 3 of Marx’s Capital, slavery in ancient Greece and Rome, and the Middle Ages.28 These lectures appear to have been transcribed by Rosi Wolfstein, a student of Luxemburg’s at the party school and an important activist in the German socialist movement.29 All appear in this volume in full,30 for the first time in English.31

The manuscripts and lecture transcripts from the party school are of great importance in illustrating the extent of Luxemburg’s historical and empirical knowledge as well as the depth of her critical and analytical intellect. They show how much work she put into keeping up with the latest literature in political economy, anthropology, sociology, and ethnology—all while maintaining a heavy schedule of writing for the socialist press, speaking at rallies and protests, and engaging in the internal debates and polemics of the Second International.32

Her fierce independence is manifest in many of these writings, such as her work on slavery in the ancient world. She took issue with Friedrich Engels, Marx’s closest colleague and follower, for claiming that slavery resulted from the creation of private property, arguing, “This explanation cannot, strictly speaking, satisfy us,” since slavery arose earlier, as a direct result of the dissolution of the primitive agrarian commune. She based much of her research on the same figures that Marx studied in his investigations of non-Western societies at the end of his life, such as the Russian sociologist Maxim Kovalevsky.33 Moreover, she showed a pronounced interest in the positive contributions of communal social relations in the non-Western world, especially in sub-Saharan Africa—a part of the world that was hardly ever discussed by the European Marxists of her era.

This volume also contains a manuscript on “Theory of the Wages Fund,” which sharply attacks the classical theory that the wages of workers is determined by the ratio of the total amount of capital to the population of available workers, by counter-posing that theory to Marx’s theory of the surplus army of the unemployed. Luxemburg scholar and biographer Annelies Laschitza has recently discovered that the manuscript was actually composed in 1897, while Luxemburg was at the University of Zurich.34

III.

What was Luxemburg’s specific approach to the study of economic phenomena, especially as shown by Introduction to Political Economy and the manuscripts and typescripts that were part of her work at the party school?

It is evident to anyone reading the Introduction to Political Economy and the materials composed for her courses at the party school that Luxemburg does not proceed along the lines of Volume 1 of Marx’s Capital. Unlike Marx, she does not try to delineate the logic of the commodity-form and value production on a highly abstract level. She instead takes a historical approach by discussing the factors that helped bring the commodity-form and value production into being. However, this does not mean that Luxemburg was writing a straight narrative history. Her aim was not to write a history of capitalism so much as to discuss the central categories of Marx’s Capital through a historical approach.

Michael R. Krätke has captured the gist of Luxemburg’s project in calling it “a problem-oriented representation” that “traces the logic of historical development of the modes of production far beyond the topic of Marx’s Capital.”35 The latter work is a study of capitalist production and capitalist production alone. It is not mainly concerned with showing how capitalism emerged from pre-capitalist modes of production. Why then does Luxemburg take a more historical approach, and what does this tell us about her theoretical contribution?

It is first of all important to recognize what Luxemburg is not doing—trying to popularize the Marxian doctrine. In the period before and after Marx’s death in 1883, numerous popularizations of Marx’s Capital appeared by such figures as Johann Most, Henry Hyndman, Friedrich Engels and Karl Kautsky. Many of these tried to spare readers the trouble of working through the hard, theoretical abstractions found in the opening chapters of Capital by treating them as a mere reflection of specific historical phases, such as the transition from simple commodity exchange to generalized commodity production.36 In some cases, students were even advised to skip Chapter 1 altogether. Luxemburg was not enamored of these efforts to simplify Marx’s critique of value production. There is no doubt that she directed her lectures and the Introduction to Political Economy to those who might benefit from a primer to Marxian concepts. The issue she faced, however, was how to present the theoretic determinants of Capital without falling prey to the superficial summaries so common in the SPD. She sought to make Marx’s ideas more accessible, not by rephrasing or abbreviating them in a simplified or vulgarized fashion, but rather by elucidating their complexity by showing how they relate to both the emergence and the dissolution of capitalist society.

In other words, Luxemburg does not bring in history as a way of providing examples of theoretical concepts; instead, the complexity and importance of the concepts are elucidated by analyzing history in their light. The former approach maps the categories directly onto history; the latter enables students to obtain an understanding of the categories on their own terms through a study of history.

Paul Frölich, Luxemburg’s colleague and biographer, expressed her approach thusly: “The language is that of the people, but it is not that popularizing style which avoids difficulties by flattening out and simplifying the problems, but a straightforward simplicity as is found only in the writings of someone who has a lively view and a complete intellectual mastery of things.”37 As Luxemburg put it in a letter to Clara Zetkin, her Introduction to Political Economy “is not an economic history, as you thought, but a brief analysis of political economy, that is, of the capitalist mode of production.”38

No less important, Luxemburg was not simply trying to provide an explanation of capitalism’s historical development. She was most of all concerned with tracing out the process of its dissolution. Indeed, the issue of dissolution is central to each specific historical era she explored. In analyzing the “primitive” communist societies of the Incas, Africans, and others, she shows how “private property, class rule, male supremacy, state compulsion, and compulsory marriage” arose out of the internal dissolution of early communal bonds.39 In analyzing ancient Greece and Rome, she shows how slavery undermined the economic viability of these societies and ultimately led to their demise. In the case of the European Middle Ages, she reveals the damage done by the growth of commodity exchange and private property to the patriarchal solidity of feudal societies. And in analyzing the pre-capitalist societies persisting in her own time, she shows how the impact of European colonialism and imperialism “accomplishes what millennia and the most savage Oriental conquerors could not: the dissolution of the whole social structure from the inside, tearing apart all traditional bonds and transforming the society in a short period of time into a shapeless pile of rubble.”40

More than anything else, it is this keen attentiveness to the process of dissolution that characterizes her analysis of capitalism. All of her economic studies—as well as many of her political writings—seek to pinpoint the internal contradictions of value production that lead, of necessity, to the destruction of the existing order. As she wrote in the Introduction to Political Economy,


The capitalist mode of production, for its part, is already, right from the start, viewed in the quite immense perspective of historical progress, not something inalterable that exists forever; it is simply a transitional phase, a rung on the colossal ladder of human cultural development, in the same way as previous social forms. And indeed, the development of capitalism itself, on closer inspection, leads on to its own decline and beyond. If we have up to now investigated the connections that make the capitalist economy possible, it is now time to familiarize ourselves with those that make it impossible.41



Luxemburg’s emphasis on decay also explains why she was so determined to develop a Marxist theory of imperialism. In her view, workers and capitalists cannot supply what is required in terms of demand to “buy back” or realize the bulk of surplus value generated by capitalist production, and consequently imperialism becomes essential if the economy is to continue to expand. But the depletion of non-capitalist strata through imperialist intervention ultimately exhausts the potential for expansion. For that reason, she viewed imperialism as the period of capitalism’s “final crisis.”42

In emphasizing capitalism’s tendency towards dissolution, as against developing a theory of capitalism’s development, Luxemburg is following the approach of Marx himself, who treated dissolution as the key to any social phenomena. Indeed, that is the essence of Marx’s Capital. Its primary object of investigation is not the development of capitalism but rather the elements within it that contain the seeds of its destruction. That this was Marx’s approach to historical phenomena is also evident from such works as the Grundrisse and the Ethnological Notebooks.43 That Luxemburg took much the same approach—despite the fact that many of Marx’s works had not yet been published and were inaccessible to her—indicates that, her differences with Volume 2 of Capital not withstanding, she had a far better understanding of Marx’s approach than most of his critics and followers.

Luxemburg’s emphasis on dissolution is also evident in her attitude toward political economy. The end of the first chapter of the Introduction to Political Economy argues that since political economy is the study of the social relations of modern capitalism, the passing of capitalism will spell the end of political economy itself. This indicates that Luxemburg, like Marx, did not see her role as revitalizing political economy so much as undermining its very foundations through a rigorous critique of the capitalist mode of production.44 This may give the professional economists some discomfort, but Luxemburg’s vision was far more expansive than what generally defines that field. Which does not of course mean she wasn’t intent on mastering the subject as part of an effort to subvert it from within.

IV.

As important as are Luxemburg’s contributions to an understanding of the modern world, her limitations are no less instructive. One will search in vain to find in her work a discussion of one of the most important Marxian concepts—the fetishism of commodities. Like virtually all the Marxists of her generation, this dimension of Chapter 1 of Capital was largely passed over in silence. It is only with the work of Georg Lukács in the 1920s—who wrote, “[T] he chapter dealing with the fetish character of the commodity contains within itself the whole of historical materialism”45 —that it began to obtain the attention it deserved. One will also not find a serious discussion or defense of the Marxian notion of the decline in the rate of profit, which some contemporary economists argue is of crucial importance for understanding the present crisis of global capitalism. Instead, she dismissed the concept on the grounds that “there is still some time to pass before capitalism collapses because of the falling rate of profit, roughly until the sun burns out.”46

Most important of all, Luxemburg (like virtually all Marxists of her generation) tended to view the absolute class opposites as anarchy versus organization, by identifying “planlessness” with capitalism and an “organized economy” with socialism. As she writes in Introduction to Political Economy, in capitalism there is “the disappearance of any kind of authority in economic life, any organization and planning in labor, any kind of connection between the individual members.” She adds, “There is indeed, still today, an over-powerful lord that governs working humanity: capital. But its form of government is not despotism but anarchy.”47 Although this was the standard view in the Second International, Engels had attacked it many years earlier. The 1891 Erfurt Program, which served as the programmatic and theoretic basis of German Social Democracy, had referred to “The planlessness rooted in the nature of capitalist private production.” In his critique of the program, Engels countered: “Capitalist production by joint-stock companies is no longer private production but production on behalf of many associated people. And when we pass on from joint-stock companies to trusts, which dominate and monopolize whole branches of industry, this puts an end not only to private production but also to planlessness.”48 Of course, that doesn’t make society any less capitalistic. Yet despite this, Luxemburg persisted in claiming that “anarchy is the life element of the rule of capital”49 —thereby giving short shrift to the despotic plan of capital at the point of production. This is no academic matter, but touches directly on the conception of what constitutes a truly socialist society. For if “market anarchy” is the essence of capitalism, it seems to follow that the abolition of the market and the rule of society by a state-planned economy constitutes “socialism.”50

Surely, Luxemburg was correct that one of the historical factors that produced the dissolution of pre-capitalist societies and the rise of capitalism was the increasing role of anarchic relations of commodity exchange. However, she runs up against the following question: does private property emerge as a result of generalized commodity exchange, or is it the other way around? She writes, “We thus come up against a strange contradiction: exchange is only possible with private property and a developed division of labor, but this division of labor can only come about as a result of exchange and on the basis of private property, while private property for its part only arises through exchange.”51 She admits that “we are clearly going round in a circle” and running up against a contradiction. She tries to resolve the matter thusly: “A contradiction may well be something inextricable for individuals in everyday life, but in the life of society as a whole, you find contradictions of this kind everywhere you look … [as] the great philosopher Hegel said: ‘Contradiction is the very moving principle of the world.’ ” The problem, however, is that this way of putting things does not really posit contradiction in a Hegelian sense, in which dialectical duality is resolved through a higher development. She instead poses the contradiction along the lines of a Kantian antimony—that is, of an unresolved and insuperable contradiction.

Marx grappled with a similar contradiction, but he resolved it quite differently. He wrote in his Economic and Philosophical Manuscripts of 1844,


Private property thus results by analysis from the concept of alienated labor, i.e., of alienated man, of estranged labor, of estranged life, of estranged man. True, it is as a result of the movement of private property that we have obtained the concept of alienated labor (of alienated life) in political economy. But analysis of this concept shows that though private property appears to be the reason, the cause of alienated labor, it is rather its consequence, just as the gods are originally not the cause but the effect of man’s intellectual confusion. Later this relationship becomes reciprocal.52



Luxemburg did not have access, of course, to Marx’s 1844 Manuscripts, or many of his other writings that contain a far deeper critique of capitalism than the counterpoising of “market anarchy” and “organized plan.” That liberatory perspective did not permeate her generation of Marxists—just as it has been outside the purview of many lesser Marxists who came after her.

No one can doubt that Luxemburg had a fiercely independent intellect and personality—to the extent that she was not afraid to take issue with even her closest intellectual mentors. As the entirety of her contribution is made available in the Complete Works,53 we will be in a better position to judge the validity and strength—as well as the possible weaknesses—of her overall contribution to the struggle for human liberation. Reading Luxemburg critically is undoubtedly what she herself would expect of us, as we try to grasp what the revolutionary critique of capital that she devoted herself to means for today.

Peter Hudis




Introduction to Political Economy1

I. WHAT IS POLITICAL ECONOMY?

1

Political economy is a curious science. Difficulties and conflicting opinions arise at the very first step on its terrain, with the most basic question of all: What is the specific object of this science? The simple worker, who has only a rather vague idea of what political economy teaches, will ascribe his lack of understanding to his own inadequate general education. Yet, in some respects, he shares his misfortune here with many learned doctors and professors, who write thick volumes about political economy and deliver lectures to young people studying at the universities. Incredible as it sounds, the fact is that most specialists in political economy themselves have a very confused notion as to what the real object of their specialism is.

Since it is the custom for these learned gentlemen to work with definitions, that is, to reduce the nature of the most complex things to a few well-ordered sentences, we shall seek by way of example to find out from one official representative of political economy what this science is basically about. Let us listen first of all to what the doyen of the German professorial world, the author of countless frightfully thick textbooks on political economy, the founder of the so-called “historical school,”2 Wilhelm Roscher, has to say on the subject. In his first major work, Grundlagen der Nationalökonomie. Ein Hand- und Lesebuch für Geschäftsmänner und Studierende [Fundamentals of Political Economy. A Handbook and Textbook for Businessmen and Students], which appeared in 1854 and has since gone through twenty-three editions, we read in Chapter 2, paragraph 16:


We understand by political economy the theory of national economic life, the theory of the laws of development of the national economy, of the economic life of the nation (philosophy of national economic history according to [Hans Karl Emil] von Mangoldt).3 This links up in one direction, like all sciences of national life, with consideration of the individual person; it expands in the other sense to the study of humanity as a whole.4



Does this help “businessmen and students” understand what “national economic theory” is? It is precisely—the theory of national economy.5 What are horn-rimmed spectacles? Spectacles with a horn-rim. What is a pack-ass? An ass on which burdens are packed. An extremely simple procedure, in fact, for explaining to little children the use of compound words. The only trouble is that anyone who does not already know the meaning of the words in question will be none the wiser, no matter which way round the words are placed.

Let us turn to another German scholar, who currently teaches political economy at the University of Berlin, a luminary of official science famous “far across the land, down to the blue sea,” in other words Professor [Gustav von] Schmoller. In the great collective work of German professors edited by Professors [Johannes] Conrad and [Wilhelm] Lexis, Handwörterbuch der Staatswissenschaften [Concise Dictionary of the Political Sciences],6 Schmoller gives the following answer to the question what this science might be, in an essay on economic theory:


I would say that it is the science that seeks to describe, define, and explain in causal terms national economic phenomena as a coherent whole, which naturally presupposes that national economy has already been correctly defined. At the center of this science stand those phenomena of division and organization of labor, of commerce and the distribution of income, of social economic institutions, supported by particular forms of private and public law, that are typically found among present-day civilized peoples, and that, controlled by the same or similar mental forces, produce similar or identical arrangements or forces, presenting in their total description a statics of the present economic civilized world, a kind of average constellation. Starting from this point, the science has gone on to investigate the differences between particular national economies, the various forms of organization here and there, and thus to inquire as to the combination and series in which these different forms emerge, and has in this way come to the notion of a causal development of forms and a historical succession of economic conditions; it has thus added to the static treatment a dynamic one. And as, from its first appearance, it already came by way of ethical-historical value judgments to the positing of ideals, it has continued to maintain this practical function to a certain degree. Alongside theory, it has posited practical lessons for life.I



Phew! Let’s pause for breath. What was all that? Social economic arrangements—private and public law—mental forces—similar and the same—the same and similar—statistics—statics—dynamics—average constellation—causal development—ethical-historical value judgments … For ordinary mortals, this has the same numbing effect as a millwheel turning in the brain. In his insistent drive for knowledge, and his blind confidence in the spring of professorial wisdom, he makes the painful effort of going through the whole nonsense twice and three times, trying to extract some conceivable meaning. Unfortunately this is all needless trouble. What we’re offered is precisely nothing but echoing phrases, hollow words screwed together. An unmistakable sign of this is that anyone who thinks clearly, and has a genuine mastery of his subject matter, also expresses himself clearly and understandably. Someone who expresses himself in obscure and high-flown terms, if he is not a pure philosophical idea-constructor or a fantasist of religious mysticism, only shows that he is himself unclear about the matter, or has reason to avoid clarity. We shall go on to show that the obscure and confusing language of bourgeois scholars as to the nature of political economy is not accidental, but actually expresses two things: both the unclearness of these gentlemen themselves, and their tendentious, stubborn rejection of a real explanation of the question.

That the clear definition of the nature of political economy is indeed a contentious question is suggested by a certain external circumstance. This is the fact that the most contradictory views are expressed as to the age of this science. For example, the late Adolphe Blanqui—a well-known historian and professor of political economy at the University of Paris, and brother of the famous socialist leader and Commune fighter Auguste Blanqui7 —started the first chapter of his History of Political Economy,8 published in 1837, with the following epigraph: “Political economy is older than people think. The Greeks and the Romans already had their own.” Other writers on the history of political economy, however, for instance the former Dozent at the University of Berlin, Eugen Dühring, consider it important to stress that political economy is much younger than people generally believe: according to them, this science only properly arose in the second half of the eighteenth century.II

To cite socialist judgments on this question, Lassalle in the preface to his classic polemical text of 1864 against Schulze-Delitzsch, Kapital und Arbeit [Capital and Labor], made the following assertion: “Political economy is a science that is only at its beginnings and still to be constructed.”9 Karl Marx, for his part, gave the first volume of his economic masterwork Capital that appeared three years later, representing the fulfillment of the expectation expressed by Lassalle, the subtitle “Critique of Political Economy.” In this way, Marx placed his own work outside the previous political economy, considering this as something confined and superseded, and setting out to criticize it. It is clear that a science that one lot of people maintain is almost as old as the written history of humanity, a second lot that it is scarcely a century and a half old, a third lot that it is still in diapers, and others again that it has already run its course and the time has come for its critical burial—it is clear that such a science presents a rather peculiar and tangled problem.

We would receive equally poor advice if we were to ask one of the official representatives of this science to explain the remarkable fact that political economy, as currently prevailing opinion holds, only arose so late, scarcely a hundred and fifty years ago. Professor Dühring, for example, in a great flood of words, argues that the ancient Greeks and Romans had scarcely any scientific notion of political-economic matters, only “unsound,” “superficial,” “most commonplace” ideas taken from everyday experience, while the whole of the Middle Ages was extremely “unscientific.”III Which learned explanation does not take us a single step forward, not to mention the fact that it is also quite misleading, particularly in its generalization about the Middle Ages.

A different original explanation is offered by Professor Schmoller. In the same essay that we cited above from the Handwörterbuch der Staatswissenschaften, he tells us:


For several centuries, individual private and social economic facts were observed and described, individual truths of national economy recognized, and economic questions discussed in systems of ethics and law. These relevant individual parts could only be united when questions of national economy acquired previously unsuspected importance for the ruling and administration of states, from the seventeenth through to the nineteenth century, when numerous writers concerned themselves with them and instruction of students in them became necessary, while at the same time the rise of scientific thinking in general led to the accumulated propositions and truths of national economy being combined, by way of certain fundamental ideas—such as money and exchange, state economic policy, labor and the division of labor—into connected systems, as was attempted by major writers of the eighteenth century. Since this time, national economic theory or political economy has existed as an independent science.IV



If we briefly summarize this long speech, we obtain the lesson: individual political-economic observations, which existed as separate facts for a long while, came together in a particular science when this was required for the “ruling and administration of states”—i.e. governments—and it became necessary for this purpose to teach political economy in universities. What a wonderful and classic explanation from a German professor! First a chair is founded, when this is “required” by the praiseworthy government, to be occupied by an assiduous professor; then of course the corresponding science has also to be created, otherwise what could the professor teach? Doesn’t this remind us of the master of court ceremonies who maintained that there would always have to be monarchies, otherwise what would be the function of a master of ceremonies? For the basic contention here is indeed that political economy came into being because the governments of modern states needed this science. The command of the powers that be is the genuine birth certificate of political economy. It is completely in character with the way of thinking of a present-day professor who, as scientific valet of the Reich government of the day, agitates “scientifically” as need arises for certain naval, customs or tax proposals, or as a battlefield hyena preaches chauvinist national hatred and intellectual cannibalism during a war—it is completely in character to imagine that the financial needs of princes, the interests of “royal treasuries,” a word of command from governments, is all that is needed to conjure a new science out of the ground. For the rest of humanity, however, those not paid out of the exchequer, such a notion has its difficulties. Above all, this explanation only raises a new puzzle. For we then have to ask: what happened so that around the seventeenth century, as Professor Schmoller maintains, the governments of modern states suddenly felt a need to dupe their dear subjects according to scientific principles, whereas for countless centuries they had managed quite successfully in the old-fashioned way, without such principles? Should we not turn all this upside down and see the new-fangled needs of “royal treasuries” as simply a modest consequence of that great historical transformation out of which the new science of political economy arose around the middle of the nineteenth century?

In brief, after failing to learn from this learned guild what political economy actually deals with, we do not even know when and why it arose.
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One thing, at any rate, is established: in all the definitions of bourgeois specialists we have cited above, it is always a question of “national economy.” And “political economy” is only a foreign word for the theory of national economy. The concept of national economy stands at the center of discussion for all official representatives of this science. What then actually is this national economy? Professor Bücher, whose work Die Entstehung der Volkswirtschaft [The Rise of the National Economy] enjoys a high reputation both in Germany and abroad, offers the following information:


The national economy is formed by the totality of arrangements, dispositions and procedures that the satisfaction of the needs of an entire nation demands. This national economy, again, breaks down into numerous particular economies, which are connected with one another by trade, and dependent on one another in a variety of ways as a result of the fact that each undertakes particular tasks for all the others and has the others undertake such tasks for it.V



Let us try to translate this learned “definition” into the language of ordinary mortals.

If the first thing we hear is the “totality of dispositions and procedures” that are designed to satisfy the needs of an entire nation, we are forced to consider everything possible: factories and workshops, agriculture and stock-raising, railways and warehouses, but also church preaching and police surveillance, ballet performances, civil servants and observatories, parliamentary elections, national guards and military associations, chess clubs, dog shows and duels—for all these and an endless chain of other “dispositions and procedures” serve today to “satisfy the needs of an entire nation.” The national economy would then be everything that takes place under the sun, and political economy a universal science “of all things and more,” as the Latin tag goes.

The generous definition of the Leipzig professor evidently has to be restricted somewhat. Very likely he only wants to refer to “arrangements and procedures” that serve to satisfy the material needs of a nation, or more precisely, the satisfaction of such needs by material things. And even then the “totality” would be far too widely conceived, and easily float off again into the mist. Yet we shall try to find our way here as best we can.

People all need, in order to live, food and drink, a protecting roof, clothing in cold regions, as well as all kind of articles of daily use in the home. These things may be simpler or more refined, be supplied sparingly or abundantly, but they are indispensable for the existence of any human society and must consequently be constantly produced by people—we are not in the land of Cockaigne.10 In every kind of culture, as well, there are all kinds of objects that serve to improve life and satisfy intellectual and social needs, such as weapons for defense against enemies: among the so-called savages, dance masks, bows and arrows and idols; for us, luxury goods, churches, machine-guns and submarines. The production of all these articles requires, in turn, various natural materials, as well as the various tools with which they are produced. These materials, too, such as stones, wood, metal, plants etc., are obtained from the earth by human labor, and the tools that are used in this connection are likewise the product of human labor.

If this rough-hewn notion is temporarily satisfactory, we could conceive the national economy as follows: each nation constantly creates by its own labor a mass of things that are necessary for life—food, clothing, buildings, household articles, jewelry, weapons, religious objects, etc.—using the materials and tools that are indispensable for their production. The way in which a nation performs all this labor, how it distributes the goods produced among its individual members, how it consumes them and produces them afresh in an endless cycle—all this together forms the economy of the people in question, a “national economy.” This would then be more or less the meaning of the first sentence in Professor Bücher’s definition. But we have to go into rather more detail.

“This national economy, again, breaks down into numerous particular economies, which are connected with one another by trade, and dependent on one another in a variety of ways as a result of the fact that each undertakes particular tasks for all and has others undertake such tasks for it.” Here we come up against a new question: What are these “particular economies” that the “national economy,” which we have taken pains to conceive properly, breaks down into? The first thing that suggests itself would be individual households, family economies. Indeed, each nation in the so-called civilized countries does consist of a number of families, and each family as a rule also conducts its “economy.” This private economy consists in the family obtaining certain monetary incomes, whether from the employment of its adult members or from other sources, with which it in turn meets its needs for food, clothing, housing, etc.; and in this connection, if we think of a family economy, it is usually the housewife, the kitchen, the wash-tub and the nursery that form the center of this notion. Are these then the “individual economies” into which the “national economy” breaks down? We get into a certain confusion here. The national economy, as we have just understood it, involves first and foremost the production of all those goods that are used as food, clothing, housing, furniture, tools and materials for life and labor. At the center of the national economy stands production. In family economies, on the other hand, we see only the consumption of the objects that the family obtains ready-made out of its income. We know that most families in modern states today buy almost all their foodstuffs, clothing, furniture, etc. ready-made from shops or markets. In the domestic economy meals are prepared only with bought foodstuffs, and clothes generally made from bought material. Only in very backward rural districts are there still peasant families who provide for most of their needs by their own household work. Of course there are on the other hand, even in modern states, many families who do produce various industrial products at home, such as domestic weavers and garment workers; there are even, as we know, whole villages where toys and similar things are produced on a mass scale domestically. But here the product manufactured by these families belongs exclusively to the entrepreneur who ordered it and paid for it; not the slightest part of it goes into their own consumption, into the economy of the home-working family. For their own household economy, these domestic workers buy everything ready-made out of their meager wages, in the same way as other families. Bücher’s statement that the national economy breaks down into many individual economies would thus lead to something like the following result: the production of the means of existence of a whole nation “breaks down” simply into the consumption of means of subsistence by individual families—a statement that looks much like utter nonsense.

An additional doubt also arises. According to Professor Bücher, these “individual economies” are “connected with one another by exchange” and completely dependent on one another because “each undertakes particular tasks for all others.” What kind of exchange and dependence does this mean? Is it for example exchange between friends and neighbors, of the kind that takes place between various private families? But what does such exchange actually have to do with the national economy, with the economy as a whole? Any capable housewife, indeed, will maintain that it is better for the household and for domestic peace that as little exchange as possible takes place between neighbors in different houses. And as to precisely what this “dependence” involves, it is impossible to see what “tasks” the household economy of pensioner Meyer is supposed to undertake for the household economy of headmaster Schulze and “all others.” We have clearly taken a completely wrong turn here, and have to tackle the question from a different direction.

It evidently cannot be individual family households into which Professor Bücher’s “national economy” breaks down. Shouldn’t it rather be such things as factories, workshops, and agricultural holdings? One fact seems to confirm that this leads us onto the correct path. All these businesses are where various things really are produced and manufactured that serve the maintenance of the whole nation, while on the other hand there is real exchange and mutual dependence among them. A factory making trouser buttons, for example, is completely reliant on the tailoring workshops where it finds outlets for its goods, while the tailors in turn can’t produce proper trousers without buttons. On the other hand, the tailoring workshops need materials, and this makes them reliant on the weavers of cotton and wool, who in turn depend on sheep-rearing and the cotton trade, etc., etc. Here we really can see a ramified connection of production. It is of course rather pompous to speak of “tasks” that each of these businesses “undertakes for all others,” when what we have is the most ordinary sale of trouser buttons to tailors, of wool to spinning plants, and the like. But we have to accept such flowery language as unavoidable professorial jargon, as they love to wrap the profitable little deals of the business world in a bit of poetry and “ethical value judgments,” as Professor Schmoller so nicely puts it. It is just that still more serious doubts arise at this point. The individual factories, agricultural holdings, coalmines and iron works are said to be so many “individual economies” into which the national economy “breaks down.” But this concept of an “economy,” at least as we have now conceived the national economy, must evidently include within a certain orbit both the manufacture of means of subsistence and their use, both production and consumption. In these factories, workshops, mines and plants, however, only production takes place, and indeed only for others. What are consumed here are only the materials and tools that are needed for labor. The finished product, for its part, in no way enters into consumption within the same business. Not a single trouser button is consumed by the manufacturer and his family, let alone by the factory workers, nor are iron tubes consumed by the iron-works proprietor’s family. Besides, if we try to define the “economy” more closely, we must always understand by it something whole, to a certain extent entire unto itself, more or less the production and consumption of the most important means of subsistence required for human existence. Today’s individual industrial and agricultural businesses, however, as every child knows, only produce a single product, or at most a few products, which would be far from sufficient for human maintenance, most of these moreover being not at all consumable, just one part of a food product, or a raw material or tool needed for this. Present-day production facilities are precisely just fragments of an economy, having no meaning and purpose of their own in economic terms, so that they immediately strike even the untutored eye as not forming any “economy” by themselves, but only a shapeless little splinter of an economy. So if we say that the national economy, i.e. the totality of arrangements and procedures that serve to satisfy the needs of a people, breaks down again into individual economies, which are factories, workshops, mines, etc., we could equally well say that the totality of biological arrangements that serve to perform the functions of the human organism is the human being itself, which breaks down again into several individual organisms that are the nose, ears, legs, arms, etc. The present-day factory, in fact, is no more an “individual economy” than the nose is an individual organism.

This route too thus leads to an absurdity—proof that the artful definitions of bourgeois scholars, constructed simply on the basis of external characteristics and word-splitting, have an evident reason in this case to circumvent the true heart of the matter.

Let us now attempt to subject the concept of national economy to a closer examination.
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We are told about the needs of a nation, about the satisfaction of these needs in an interconnected economy, and in this way about the economy of a nation. Political economy would then be the science that explains to us the nature of this national economy, i.e. the laws according to which a nation creates and increases its wealth by labor, distributes this among individuals, consumes it and creates it afresh. The object of the investigation should thus be the economic life of a whole nation, in contrast with a private or individual economy, whatever the latter might mean. It appears to confirm this notion that the epoch-making book published in 1776 by Adam Smith, who is seen as the father of political economy, bore the title The Wealth of Nations.11

The first thing we must ask, however, is whether there really is such a thing as the economy of a nation. Do nations each conduct a separate household, a closed economic life? Since the expression “national economy” is especially popular in Germany, let us turn our attention to this country.

The hands of German workers, male and female, produce each year tremendous quantities of all kinds of useful products. But is all this produced just for the use of the population living in the German Empire? We know that an enormous proportion of German products, growing every year, is dispatched to other countries and parts of the world, for the use of other nations. German iron products go to various neighboring European countries, and further afield to South America and Australia; leather and leather goods go from Germany to all European states; glass products, sugar and gloves find their way to England; animal hides to France, England and Austria-Hungary; the dye-stuff alizarin12 to England, the United States and India; phosphates for artificial fertilizer to the Netherlands and Austria-Hungary; coke to France; coal to Austria, Belgium, the Netherlands and Switzerland; electrical cable to England, Sweden and Belgium; toys to the United States; German beer, indigo, aniline and other coal-tar dyes, German pharmaceuticals, cellulose, gold articles, stockings, cotton and woolen materials and clothes, and German locomotive rails are dispatched to almost all trading countries across the world.

Conversely, however, the German people are reliant at every turn in their labor, as well as in daily consumption, on products of other countries and nations. We eat bread from Russian wheat and meat from Hungarian, Danish and Russian cattle; the rice that we consume comes from the East Indies and North America, tobacco from the Dutch East Indies and Brazil; we receive cocoa beans from West Africa, pepper from India; lard from the United States; tea from China; vegetables from Italy, Spain and the United States; coffee from Brazil, Central America and the Dutch East Indies; meat extract from Uruguay; eggs from Russia, Hungary and Bulgaria; cigars from the island of Cuba; pocket watches from Switzerland; sparkling wine from France; cattle hides from Argentina; feathers for beds from China; silk from Italy and France: flax and hemp from Russia; cotton from the United States, India and Egypt; fine wool from England; jute from India; malt from Austria-Hungary; linseed from Argentina; certain kinds of coal from England; lignite from Austria; nitre13 from Chile; quebracho for tanning from Argentina; construction timber from Russia; cork from Portugal; copper from the United States; tin from the Dutch East Indies; zinc from Australia; aluminum from Austria-Hungary and Canada; asbestos from Canada; asphalt and marble from Italy; cobblestones from Sweden; lead from Belgium, the United States and Australia; graphite from Ceylon, phosphoric lime from America and Algeria; iodine from Chile …

From the simplest foodstuff eaten every day to the most sought-after luxury goods and the materials and tools needed for them, the greater part come directly or indirectly from foreign countries, entirely or in one or other component, and are the product of other people’s labor. To make our life and work possible in Germany, we have almost all other countries, peoples and parts of the world work for us, and we work in turn for all these countries.

In order to get an idea of the enormous scope of this exchange, let us cast a glance at the official statistics for imports and exports. According to the Statistisches Jahrbuch für das Deutsche Reich [Statistical Yearbook of the German Empire], 1914 edition,14 Germany’s total trade (net of goods arriving in Germany for re-export) was as follows.

Germany imported in 1913:




	Raw materials
	to the value of   
	5,262 million marks



	Semi-finished products
	
	1,246 million marks



	Finished products
	
	1,776 million marks



	Foodstuffs and consumer goods
	
	3,063 million marks



	Live animals
	
	289 million marks






In total, 11,63815 million marks, or close to 12 thousand million.

In the same year, Germany exported:




	Raw materials
	1,720 million marks



	Semi-finished products
	1,159 million marks



	Finished products
	6,642 million marks



	Foodstuffs and consumer goods
	1,362 million marks



	Live animals
	7 million marks






In total, 10,891 million marks or nearly 11 billion marks. Germany’s annual foreign trade thus amounts to more than 22 billion marks.

The situation is the same, to a greater or lesser extent, in other modern states, precisely those with which political economy has been exclusively concerned. All these countries produce for one another, partly even for the most far-flung parts of the world, while likewise consuming all along the line products from all other parts of the world.

In the light of such a tremendously developed reciprocal exchange, how are we to draw the borders between the “economy” of one nation and that of another? Should we speak of so many “national economies” as if these could be treated as separate territories in economic terms?

Of course, the increasing international exchange of goods is no new discovery, unknown to bourgeois scholars. Official statistical surveys and their annually published reports have long since made the facts reported the common property of all educated people; businessmen and industrial workers, moreover, know them from their daily life. The fact of rapidly increasing world trade is so universally known and recognized today that it can no longer be challenged or doubted. But how is this question conceived by the academic specialists in political economy? As a purely external chance connection, as the export of a so-called “surplus” in the products of one country over and above its own needs and the import of what is “lacking” in its own economy—a connection that in no way prevents them from continuing to speak as before of the “national economy” and “national-economic theory.”

Professor Bücher, for example, proclaims, after he has lectured us at length about the present-day “national economy” as the highest and final stage of development in the series of historical economic forms:


It would be a mistake to conclude from the successful easing of international trade in the liberal age that the era of national economy is on the decline and making way for an era of world economy … We certainly see today in Europe a series of states that renounce national autonomy in their provision of goods to the extent that they are forced to obtain considerable quantities of their food and consumer goods from abroad, while their industrial production capacity has grown far beyond the national need and supplies regular surpluses that have to seek their utilization in foreign lands. But the existence alongside one another of such industrial and raw-material producing countries that are mutually reliant, this “international division of labor,” should not be taken as a sign that humanity is on the brink of reaching a new stage of development, and be opposed to earlier stages under the name of a world economy. For, on the one hand, no economic stage has guaranteed complete ability to satisfy its own needs in the long term; each leaves certain gaps, which have had to be filled in one way or another. On the other hand, at least up to this time, no signs of this so-called world economy have yet appeared that depart from those of the national economy in their essential characteristics, and it is very doubtful whether such will appear in the foreseeable future.VI



Still bolder is Professor Bücher’s younger colleague [Werner] Sombart, who declares point-blank that we are not moving into a world economy, but on the contrary increasingly departing from this:


The civilized peoples, I would rather maintain, are today (as far as their overall economy goes) not fundamentally more, but rather less linked with one another by trading relations. The individual national economy today is not more but actually less involved in the world market than a hundred or fifty years ago. At least … it would be wrong to assume that international trade relations are acquiring a relatively growing importance for the modern national economy. The opposite is the case.



Professor Sombart is convinced that “individual national economies are becoming ever more complete microcosms [i.e. small closed worlds—R.L.] and that the internal market increasingly overshadows the world market in importance for all lines of trade.”VII

This blatant foolishness, which recklessly flies in the face of all daily perceptions of economic life, most happily underlines the stubborn reluctance of the gentlemen of the scholarly guild to recognize the world economy as a new phase of development of human society—a reluctance that it is well worthwhile to note, and whose hidden roots we shall go on to examine.

So, because at “earlier economic stages,” for example at the time of King Nebuchadnezzar, “certain gaps” in people’s economic life were filled by exchange, present-day world trade has nothing to teach us, and we still have a “national economy.” That is Professor Bücher’s opinion.

How indicative this is about the crude historical conception of a scholar whose fame is based precisely on supposedly acute and deep insights into economic history! With the help of a fatuous schema, he brings the international trade of the most varied stages of economy and civilization, separated by millennia, under a single category. Of course there never has been any social form without exchange, and there is not today. The oldest prehistoric discoveries, the most primitive caves used as dwellings by “antediluvian” human beings, the most primitive graves from early times, all give evidence of a certain exchange of products already between distant regions. Exchange is as old as human culture itself, it has ever been a constant accompaniment of this and its most powerful promoter. In this general knowledge, quite vague in its generality, our scholar now drowns all particularities of different eras, levels of civilization and economic forms. Just as all cats are grey in the dark, so in the obscurity of this professorial theory all forms of exchange, no matter how diverse, are one and the same. The primitive exchange of an Amerindian tribe in Brazil, who every now and then happen to exchange their uniquely woven dance masks for the artfully made bows and arrows of another tribe; the gleaming warehouses of Babylon, where the splendors of Oriental court life were accumulated; the ancient market of Corinth, where at the new moon Oriental cloth, Greek pottery, paper from Tyre, Syrian and Anatolian slaves were offered for sale to rich slave-owners; the medieval maritime trade of Venice, supplying luxury goods to European feudal courts and patrician houses—and the present-day capitalist world trade, which has brought East and West, North and South, all the oceans and corners of the world into its net, and year in, year out moves tremendous quantities of goods hither and thither—from the beggar’s daily bread and firewood through to the artworks most sought after by rich connoisseurs, from the simplest fruit of the soil through to the most complicated tool, from human labor-power, the source of all wealth, through to the deadly instruments of war—all this is one and the same for our professor of political economy: simply the “filling” of “certain gaps” in the independent economic organism! …

Fifty years ago, Schulze von Delitsch taught the German workers that each person nowadays first of all produced for himself, but “those products he does not need himself … he exchanges for the products of others.”VIII Lassalle’s response to him remains unforgettable:


Herr Patrimonialrichter16 Schulze! Have you no idea at all about the real pattern of social labor today? Didn’t you come from Bitterfeld and Delitzsch? In what century of the Middle Ages are you still living with these ideas? … Have you no inkling that social labor today is precisely characterized by the fact that each person produces precisely what he cannot use himself? Have you no inkling that this has to be so, ever since the rise of modern industry, that the form and essence of present-day labor lies in this, and that without the sharpest emphasis on this point it is impossible to understand a single page of our present-day economic conditions, not a single one of our present-day economic phenomena?

According to you, then, Herr Leonor Reichenheim in Wüste-Giersdorf produces first of all the cotton yarn that he needs for himself. The surplus, which his daughters cannot work up into more stockings and nightshirts for him, he exchanges.

Herr Borsig first of all produces machines for his family’s needs. He then sells the surplus machines.

The workshops making mourning clothes provide first of all for deaths in their own families. But if there are too few of these, and some mourning clothes are left over, they exchange them.

Herr Wolff, proprietor of the local telegraph office, first has messages come in for his own instruction and pleasure. And when he’s had his fill, if there are any left over, he exchanges them with the stock-exchange sharks and newspaper editorial offices against their surplus newspaper reports and shares! …

In conclusion, it is precisely the distinctive character of labor in earlier periods of society, to be sharply emphasized, that at this time people produced first of all for their own needs and parted with the surplus, i.e. they principally pursued a natural economy.

And it is again the distinctive character, the specific determination of labor in modern society, that each produces only what he in no way does need, i.e. that everyone produces exchange-values, whereas previously they produced use-values.

And do you not understand, Herr Schulze, that this is the necessary “form and manner of performing labor,” ever more prevailing, in a society in which the division of labor has developed to such a degree as it has in modern society?IX



What Lassalle tried here to explain to Schulze about capitalist private enterprise applies more each day now to the economic pattern of highly developed capitalist countries such as England, Germany, Belgium or the United States, in whose footsteps the others are following one after the other. And the attempt by the progressive patrician from Bitterfeld to mislead the workers was only more naïve, but no cruder, than the tendentious arguments of a Bücher or Sombart against the concept of a world economy today.

Punctilious civil servant that he is, the German professor loves proper order. For the sake of order, he also likes to arrange the world nicely into the pigeon-holes of a scientific schema. And in the same way as he places his books on the shelves, so he has also divided the different countries onto two shelves: on the one hand, countries that produce industrial goods and have “a surplus” of these; on the other, countries that pursue agriculture and stock-raising and whose products meet a shortage in other lands. This is how international trade arises, and what it is based on.

Germany is the one of the most industrialized countries in the world. According to this schema, its most vigorous trade should be with a large agricultural country such as Russia. How is it then that Germany’s most important trading partners are the two other most industrialized countries: the United States and Britain? Germany’s trade with the United States in 1913 amounted to 2,400 million marks, and with Britain to 2,300 million; Russia only came in third place. And especially as regards exports, the leading industrial state in the world is precisely the greatest customer for German industry: with 1,400 million marks’ worth of annual imports from Germany, England stands in first position, leaving all other countries far behind. The British Empire, including its colonies, takes a good fifth of German exports. What does the professorial schema say about this remarkable phenomenon?

Here industrial countries, there agricultural ones—that is the rigid skeleton of world economic relations with which Professor Bücher and most of his colleagues operate. Back in the 1860s, however, Germany was an agricultural country; it had a surplus of agricultural products and had to obtain the most necessary industrial goods from England. Since then, it has also been transformed into an industrial country, and the most powerful rival to England. The United States is doing the same as Germany did in the 1870s and 80s, in a yet briefer interval; it is already well along this path. America is still one of the largest grain-producing countries in the world, along with Russia, Canada, Australia and Romania, and according to its last census (which dates from 1900) as many as 36 percent of its total population is still employed in agriculture. At the same time, however, the country’s industry is striding forward at an unmatched speed, so that it presents a dangerous contender to England and Germany. We could set up a prize competition for our great faculties of political economy to define whether the United States, in Professor Bücher’s schema, should be classified as an agricultural state or an industrial one. Russia is slowly following on the same path, and as soon as it casts off the fetters of an obsolete form of state it will catch up, thanks to its tremendous population and inexhaustible natural wealth, and appear in our own lifetimes alongside Germany, England and the United States as a powerful industrial country, if it does not indeed overshadow them. The world is precisely not a rigid skeleton, unlike the wisdom of a professor; it is living, moving and changing. The polar opposition between industry and agriculture, from which international exchange is supposed to emerge, is thus itself something fleeting; it will steadily shift ever more from the center of the modern civilized world to its periphery. What is happening meanwhile with trade within this ambit of civilization? According to Bücher’s theory it should steadily dwindle. But instead—a miracle!—trade is growing ever greater between the industrial countries themselves.

Nothing is more instructive than the picture that the development of our modern economic region offers in the last quarter of a century. Despite the fact that there have been real orgies of tariff raising in all the industrial countries and major states of Europe, as also in America, i.e. mutual artificial barriers to “national economies,” world trade has not stopped developing in this period—it has pursued a furious course. And that increasing industrialization and world trade go hand in hand, even a blind person can see from the example of the three leading countries: England, Germany and the United States.

Coal and iron form the core of modern industry. Coal production from 1885 to 1910 rose as follows:




	in England
	from 162 to 269 million tons



	in Germany
	from 74 to 222 million tons



	in the United States
	from 101 to 455 million tons






Pig iron production rose in the same period




	in England
	from 7.5 to 10.2 million tons



	in Germany
	from 3.7 to 14.8 million tons



	in the United States
	from 4.1 to 27.7 million tons






At the same time, annual foreign trade (imports and exports) rose from 1882 to 1912




	in England
	from 13,000 to 27,400 million marks



	in Germany
	from 6,200 to 21,300 million marks



	in the United States
	from 5,500 to 16,200 million marks






If however we take the total foreign trade (imports and exports) of all the more important countries on earth in recent years, this rose from 105,000 million marks in 1904 to 165,000 million in 1912. That means a growth of 57 percent in eight years! There is not even a close parallel to this breath-taking pace of economic development in the whole of previous world history—“the dead ride swiftly.”X The capitalist “national economy” seems in a hurry to exhaust the limits of its capacity, to shorten the remission period in which it can justify its existence. And what does the schema of “certain gaps” and the clumsy dance between industrial and agricultural countries have to say about this?

Yet there is no longer such a puzzle in modern economic life.

Let us take a closer look at the tables for German imports and exports, instead of resting content with total sums of goods exchanged or their major economic categories; let us examine as an experiment the most important kinds of German trade.

Two facts immediately strike the most superficial observer. The first is that in several cases one and the same type of commodity figures in both columns, even if in different quantities. Germany sends enormous quantities of machinery abroad, but it also imports machinery from abroad to the considerable annual sum of 80 million marks. Likewise, coal is exported from Germany while at the same time foreign coal is imported into Germany. The same holds for cotton goods, woolen yarn and finished goods, also for hides and skins, and many other goods that are not included in this table. From the standpoint of a crude opposition between industry and agriculture, which our professor of political economics uses like Aladdin’s lamp to illuminate all the secrets of modern world trade, this remarkable duplication is quite incomprehensible; it even appears completely absurd. What is happening here? Has Germany a “surplus over and above its own needs,” or on the contrary “certain gaps”? Both in coal and in cotton goods? And in cattle hides? And a hundred more! Or is a “national economy” supposed always to show some kind of “surplus” and “certain gaps”? Aladdin’s lamp is flickering insecurely. Clearly the observed facts can only be explained if we assume that there exist more complicated and far-reaching economic connections between Germany and other countries, a ramified and detailed division of labor that allows for certain kinds of the same products to be produced in Germany for other countries, other kinds abroad for Germany, creating a continuous to and fro in which individual countries appear only as organic parts of a greater whole.

Besides, anyone must be struck at first glance in the table above by the fact that imports and exports do not appear here as two separate phenomena in need of explanation, on the one hand by “gaps” in a country’s own economy, on the other by its “surpluses,” but that they are instead linked causally together. Germany’s tremendous cotton import is quite evidently not the result of its population’s own needs, but is rather designed from the start to make possible the great export of cotton goods and clothing from Germany. Likewise, the connection between the import of wool and the export of woolen goods, and between the tremendous import of iron from abroad and the tremendous export of iron goods of every shape and form, and so on. Thus Germany imports in order to be able to export. It does not artificially create “certain gaps” so as to subsequently transform these gaps into as many “surpluses.” The German “microcosm” thus appears from the start, in all its dimensions, as a fragment of a greater whole, as a single workshop in the world.




	In 1913



	Germany imported
	million marks
	Germany exported
	million marks



	Cotton, raw
	607
	Machines of all kinds
	680



	Wheat
	117
	Iron products
	652



	Wool, raw
	413
	Coal
	516



	Barley
	390
	Cotton goods
	446



	Chopper ore
	335
	Woolen goods
	271



	Cattle hides
	322
	Paper and paper products
	263



	Iron ore
	227
	Skins for fur
	225



	Coal
	204
	Iron ingots
	205



	Eggs
	194
	Silk goods
	202



	Skins for fur
	188
	Coke
	147



	Chilean nitre
	172
	Aniline and other dyestuffs
	142



	Raw silk
	158
	Clothing
	132



	Rubber
	147
	Copper goods
	130



	Pine planks
	135
	Leather uppers
	114



	Cotton yarn
	116
	Leather goods
	114



	Woolen yarn
	108
	Toys
	103



	Pine, raw
	97
	Sheet iron
	102



	Calf skins
	95
	Woolen yarn
	91



	Jute
	94
	Iron tubing
	84



	Machines of all kinds
	80
	Cattle skins
	81



	Lamb, sheep and goat skins
	73
	Iron wire
	76



	Cotton goods
	72
	Rails, etc.
	73



	Lignite
	69
	Pig iron
	65



	Wool, combed
	61
	Cotton yarn
	61



	Woolen goods
	43
	Rubber goods
	57






But let us examine this “microcosm” rather more closely, in its “ever more perfect” self-satisfaction. Let us imagine that by some kind of social and political catastrophe the German “national economy” were actually cut off from the rest of the world and left to its own devices. What picture would this then present?

Let us start with the daily bread. German agriculture has twice as high a yield as that of the United States; in terms of quality it holds first place among the world’s agricultural countries, and it is only outdone by the still more intensive cultivation of Belgium, Ireland and the Netherlands. Fifty years ago, Germany with an agriculture that was then far more backward was one of the granaries of Europe; it fed other countries with the surplus of its own bread. Today, despite the higher yield, German agriculture is not nearly sufficient to feed its own people and its own cattle: a sixth of the foodstuffs needed have to be obtained from abroad. In other words, if the German “national economy” were to be cut off from the world, a sixth of the population, some 11 million Germans, would be deprived of their sustenance.

The German people spend 220 million marks each year on coffee, 67 million on cocoa, 8 million on tea, 61 million on rice; they spend at least another 10 million marks on various spices, and 134 million on imported tobacco. All these products, which even the poorest people today cannot dispense with, which are part of everyday habit and subsistence, are not produced in Germany at all (or, as in the case of tobacco, only in small quantities), since the German climate is unsuited to them. If Germany were to be permanently closed off from the world economy, the subsistence of the German people, which corresponds to its present level of civilization, would collapse.

Let us turn from food to clothing. Both the underwear and the outer clothing of the broad mass of people are today made entirely from cotton, the underwear of the richer bourgeoisie from linen and their outer garments from fine wool and silk. Neither cotton nor silk are produced in Germany at all, and no more is the highly important textile jute or the finest wool, Britain having a world monopoly on these; Germany also has a great shortfall in hemp and flax. If Germany were permanently cut off from the world, both raw materials from abroad and outlets for exports would disappear, and all classes of the German people would be deprived of their most essential clothing; the Germany textile industry, which together with the clothing industry today provides a livelihood for 1,400,000 adult and juvenile workers of both sexes, would be ruined.

We can go on. The backbone of today’s large-scale industry is what is known as heavy industry, i.e. machine production and metallurgy; and the backbone of these is metal ore. In 1913, Germany consumed some 17 million tons of pig iron. Its own production of pig iron also amounts to 17 million tons. At first glance, it might look as if the German “national economy” could cover its own needs in terms of iron. But the production of pig iron requires iron ore, and we find that Germany’s own demand for iron ore alone amounts to some 27 million tons, a value of more than 110 million marks, while 12 million tons of higher-quality iron ore costing more than 200 million marks, ore without which the German metal industry could not continue, is obtained from Sweden, France and Spain.

The other metals present more or less the same picture. Against an annual consumption of 220,000 tons of zinc, Germany produces 270,000 tons itself, out of which 100,000 tons is exported, while more than 50,000 tons of metal is obtained from abroad to cover its needs. The zinc ore needed is again only partly obtained in Germany, some half a million tons to the value of 50 million marks. 300,000 tons of higher-quality ores costing 40 million marks have to be imported. With lead, Germany imports 94,000 tons of finished metal and 123,000 tons of ore. And with copper, finally, German production with an annual consumption of 241,000 tons depends on imports17 from abroad for as much as 206,000 tons. Tin, for its part, is completely obtained from abroad. If Germany were cut off from the world for an extended period, the basis for the existence of German metal production, which employs 662,000 workers, along with the machine industry that provides a living for 1,130,000 workers of both sexes, would disappear consequent on the supply of the most valuable metals, along with the enormous outlet abroad for German iron products and machinery. And a whole series of other branches of production that depend on these raw materials and tools, such as those supplying them with raw and ancillary materials, would collapse along with the metal and machine industries, for example coal mining, as well as those that produce means of subsistence for the immense armies of workers in these branches of industry.

We should also mention the chemical industry with its 168,000 workers, which produces for the entire world. Likewise the wood industry, which employs 450,000 workers today, but which would have to close down most of its operations without foreign timber and construction wood. Also the leather industry, which in the absence of foreign hides as well as the large market it has abroad, would make its 117,000 workers redundant. We should mention the precious metals gold and silver, which provide the money material and are accordingly the indispensable foundation of all present-day economic life, but which are scarcely produced at all in Germany. Let us bear all this in mind, and then ask, what is this German “national economy”? Assuming, in other words, that Germany were to be really and permanently cut off from the rest of the world and had to conduct its economy quite alone, what would become of present-day economic life and along with it Germany’s whole contemporary civilization? One branch of production after another would collapse, each in turn pulling the other down with it, a tremendous mass of proletarians would find themselves without employment, the whole population would be deprived of the most essential means of subsistence, consumer goods and clothing, trade would be deprived of its foundation, the precious money metal, and the entire “national economy” would become a heap of rubble, a shattered wreck! …

This is what these “certain gaps” in German economic life actually amount to, and likewise the “ever more perfect microcosm” that self-evidently floats in the blue ether of professorial theory.

But stop! What about the world war of 1914, the great experimental test of the “national economy”? Has this not vindicated Bücher and Sombart most convincingly? Has it not shown an envious world how excellently the German “microcosm” remains capable of existence, healthy and powerful even in hermetic isolation from world trade, thanks to sturdy state organization and the performance of German technology? Hasn’t the food supply of the people been entirely met without foreign agriculture, and haven’t the wheels of industry kept moving despite foreign export outlets?

Let us examine the facts.

Food supply, first of all. This was not remotely met by German agriculture alone. Several million adult men in the army were supplied for almost the whole duration of the war by foreign countries: Belgium, northern France, and parts of Poland and Lithuania. To feed the German people, therefore, the surface of its own “national economy” was expanded by the whole area of the occupied regions of Belgium and northern France, and in the second year of the war by the western part of Russia, which had to meet a large part of the shortfall in German provisioning out of its own agricultural production. An additional counterpart to this was the lamentable deficit in the nutrition of the domestic population of those foreign territories, which in turn—Belgium is an example—were supported by charity from the products of American agriculture. A second additional factor was the rise in price of all provisions in Germany by between 100 and 200 percent, and the terrible malnutrition of the broadest strata of the domestic population.

Then there is industrial machinery. How could all this be kept going without the supply of foreign raw materials and other means of production, the tremendous scale of which we already know? How could such a miracle happen? The solution to the riddle is extremely simple and no miracle is involved. German industry could remain active simply and solely because it was indeed continuously supplied with the indispensable raw materials from abroad, which it obtained in three ways: firstly from the large stocks that Germany already possessed of cotton, wool, copper, etc., in various forms, and which only needed to be taken out of their hiding places and made available; secondly, from the stocks that it laid hands on in other countries: Belgium, northern France, parts of Poland and Lithuania, by means of military occupation; and thirdly, by the continuing supply from abroad, which by the intermediary of neutral countries (and Luxembourg) did not stop right through the whole of the war. If we add to this the fact that an indispensable precondition of this entire “war economy” and its smooth progress was also an enormous reserve of foreign precious metal deposited in German banks, it turns out that the hermetic isolation of German industry and trade from the rest of the world is just as much a legend as is the adequate supply of the German population by domestic agriculture, and that the supposed self-sufficiency of the German “microcosm” during the World War was based on a couple of fairy-tales.

Finally, we come to the outlet for German industry, which we showed was provided to such a high degree by all other parts of the world. For the duration of the war this was replaced by the state’s own military needs. In other words, the most important branches of industry: metallurgy, textiles, leather and chemicals, underwent remodeling and were transformed exclusively into industries supplying the armed forces. Since the costs of the war were borne by German tax-payers, this transformation of industry into war industry meant that the German “national economy,” instead of sending a large part of its products for exchange abroad, surrendered them to continuing destruction in the war, burdening the future products of the economy for decades to come with the loss arising, by way of the public credit system.18

If we take all this into account, it is clear that the miraculous success of this “microcosm” during the war represented in every respect an experiment in which the only question was how long it could be extended without the artificial construction collapsing like a house of cards.

One further glance at a remarkable phenomenon: If we consider Germany’s foreign trade in its total amounts, it is striking that its imports are significantly greater than its exports: the former amounted in 1913 to 11,600 million marks, the latter to 10,900 million. And this relationship was in no way an exception for the year in question, but can be noted for an extended number of years. The same holds for Great Britain, which in 1913 showed imports to a total of 13,000 million marks and exports to 10,000 million. How is such a phenomenon possible? Perhaps Professor Bücher can explain it for us with his theory of the “surplus” over a country’s own needs and of “certain gaps.”

If the economic relations between the different “national economies” amount to no more than the fact that, as the professor teaches us, these “national economies,” just as at the time of Nebuchadnezzar, cast off certain “surpluses,” i.e. if simple commodity exchange is the only bridge over the void dividing one of these “microcosms” from another, it is clear that a country can import exactly as much in goods from abroad as it exports of its own. But in simple commodity exchange money is only an intermediary, and the foreign products are paid at the end of the day in one’s own commodities. How then can a “national economy” manage the artifice of permanently importing more from abroad than it exports from its own “surplus”? Perhaps the professor will jest with us that the solution is the simplest thing in the world, the importing country only needs to settle the excess of its imports over its exports in cash. “Only,” indeed! The luxury, year in year out, of filling the bottomless pit of its foreign trade with a considerable sum of money that will never be seen again is something that at most a country with rich gold and silver mines of its own could afford, which is not the case with either Germany or France, Belgium or the Netherlands. Besides, there is a further amazing surprise: not only does Germany steadily import more goods that it imports, it also imports more money! In 1913, German imports of gold and silver came to 441.3 million marks, its exports to 102.8 million, a relationship that has been approximately the same for years. What does Professor Bücher with his “surpluses” and “gaps” have to say about this puzzle? The magic lamp is flickering gloomily. Indeed, we begin to suspect that behind the puzzling character of world trade there must in fact be quite other kinds of economic relations between individual “national economies” than simple commodity exchange; to regularly obtain from other countries more than you give them is evidently only possible for a country that has some kind of economic claim over others that is completely different from exchange between equals. And such claims and relations of dependence between countries exist in fact at every turn, although these professorial theories know nothing of them. One such dependence relationship, in the simplest form, is that between a so-called mother country and its colony. Great Britain draws from its largest colony, India, an annual tribute of more than 1,000 million marks. And we accordingly see that India’s exports of goods are some 1,200 million marks greater than its imports. This “surplus” is nothing more than the economic expression of the colonial exploitation of India by British capitalism—whether these goods are directly bound for Great Britain, or whether India has to sell to other states each year goods to a value of 1,200 million marks specifically for the purpose of paying this tribute to its British exploiters.XI But there are also other relationships of economic dependence that are not based on political rule. Russia annually exports around 1,000 million marks’ worth more of goods than it imports. Is it the great “surplus” of agricultural products over the needs of its own “national economy” that drains this immense flow of goods each year out of the Russian Empire? But the Russian peasant, whose corn is taken out of the country in this way, is well known to suffer from scurvy due to undernourishment, and often has to eat bread mixed with tree bark! The massive export of his grain, through the mechanism of a financial and taxation system designed for this purpose, is a matter of life or death for the Russian state, in order to meet its obligations to foreign creditors. Since its notorious defeat in the Crimean war,19 and its modernization by the reforms of Alexander II,20 the Russian state apparatus has been financed to a high degree by capital borrowed from Western Europe, principally from France. In order to pay interest on the French loans, Russia has to sell each year large quantities of wheat, timber, flax, hemp, cattle and poultry to Britain, Germany and the Netherlands. The immense surplus of Russian exports thus represents the tribute of a debtor to his creditors, a relationship matched on the French side by a large surplus of imports, which represents nothing other than the interest on its loan capital. But in Russia itself, the chain of economic connections runs further. The borrowed French capital has served principally in the last few decades for two purposes: railway building with state guarantees, and armaments. To this end, Russia has developed since the 1870s a strong heavy industry—under the protection of a system of high customs tariffs. The borrowed capital from the old capitalist country France has fueled a young capitalism in Russia, but this in turn requires for its support and expansion a considerable import of machinery and other means of production from Britain and Germany as the most technologically advanced industrial countries. A tie of economic connections is thus woven between Russia, France, Germany and Britain, in which commodity exchange is only a small part.

Yet this does not exhaust the manifold nature of these connections. A country like Turkey or China presents a new puzzle for our professor. It has, contrary to Russia but similarly to Germany or France, a large surplus of imports, amounting in many years to almost double the quantity of exports. How can Turkey or China afford the luxury of such a copious filling of the “gaps” in their “national economies,” given that these economies are not nearly in a position to export corresponding “surpluses”? Do the Western powers offer the crescent and the realm of the pigtail each year a present of several hundred million marks, in the form of all kinds of useful goods, out of Christian charity? Every child know that both Turkey and China are actually up to their necks in the jaws of European usurers, and have to pay the British, German and French banks an enormous tribute in interest. Following the Russian example, both Turkey and China should on the contrary show a surplus of exports of their own agricultural products in order to be able to pay this interest to their West European well wishers. But in both these two countries the so-called “national economy” is fundamentally different from the Russian. Certainly, the foreign loans are likewise used principally for railway building, port construction and armaments. But Turkey has virtually no industry of its own, and cannot conjure this out of the ground of its medieval peasant subsistence agriculture with its primitive cultivation and tithes. The same is true in a slightly different way for China. And so not only the whole of the population’s need for industrial goods, but also everything necessary for transport construction and the equipment of army and navy, has to be imported ready-made from Western Europe and constructed on site by European entrepreneurs, technicians and engineers. The loans are indeed frequently tied in advance to supplies of this kind. China, for example, obtains a loan from German and Austrian banking capital only on condition that it immediately orders a certain quantity of armaments from the Skoda works21 and Krupp;22 other loans are tied in advance to concessions for the construction of railways. In this way, most European capital migrates to Turkey and China already in the form of goods (armaments) or industrial capital in kind, in the form of machinery, iron, etc. These latter goods are not sent for exchange, but for the production of profit. Interest on this capital, along with further profit, is squeezed from the Turkish or Chinese peasants by the European capitalists with the help of a corresponding taxation system under European financial control. The bare figures of a preponderance of imports for Turkey or China, and corresponding European exports, thus conceal the particular relationship that obtains between the rich big-capitalist West and the poor and backward East that it bleeds dry with the help of the most modern and developed communications facilities and military installations—and with it the galloping ruin of the old peasant “national economy.”

A still different case is presented by the United States. Here we again see, as in Russia, an export figure well above that of imports—the former came to 10,200 million marks in 1913, the latter to 7,400 million—but the reasons for this are fundamentally different from the Russian case. Right from the beginning of the nineteenth century, the London stock exchange has absorbed vast quantities of American loans and shares; speculation in American company formation and stocks, until the 1860s, regularly announced like a fever patient’s thermometer an impending major crisis for British industry and trade. Since then, the outflow of English capital to the United States has not ceased. This capital partly took the form of loan capital to cities and private companies, but mostly that of industrial capital, whether American railway and industrial stocks were sold on the London stock exchange, or English industrial cartels founded branches in the US in order to circumvent the high tariff barrier, or else to take over companies there by purchasing their shares, in order to get rid of their competition on the world market. The United States possesses today a highly developed heavy industry that is advancing every more swiftly, and that, while it continues to attract money capital from Europe, itself exports industrial capital on an increasing scale—machinery, coal—to Canada, Mexico and other Central and South American countries. In this way the United States combines an enormous export of raw materials—cotton, copper, wheat, timber and petroleum—to the old capitalist countries with a growing industrial export to the young countries embarking on industrialization. The United States’ great surplus of exports thus reflects the particular transitional stage from a capital-receiving agricultural country to a capital-exporting industrial one, the role of an intermediate link between the old capitalist Europe and the new and backward American continent.

An overview of this great migration of capital from the old industrial countries to the young ones, and the corresponding reverse migration of the incomes drawn from this capital and paid as annual tribute by the young countries to the old, shows three powerful streams. England, according to estimates from 1906, had already invested 54,000 million marks by this time in its colonies and elsewhere, from which it drew an annual income of 2,800 million marks. France’s foreign capital at this time amounted to 32,000 million marks, with an annual income of at least 1,300 million. Germany, finally, had invested 26,000 million, which yielded 1,240 million annually. These great main streams, however, ultimately break down into smaller tributaries. Just as the United States is spreading capitalism further on the American continent, so even Russia—itself still fueled completely by French capital, and English and German industry—is already transferring loan capital and industrial products to its Asian hinterland, to China, Persia and Central Asia; it is involved in railway construction in China, etc.

We thus discover behind the dry hieroglyphs of international trade a whole network of economic entanglements, which have nothing to do with simple commodity exchange, which is all that the professorial wisdom can notice.

We discover that the distinction Herr Bücher makes between countries of industrial production and countries of raw-material production, the flimsy scaffolding on which he hangs the whole of international exchange, is itself only a crude product of professorial schematism. Perfume, cotton goods and machines are all manufactured goods. But the export of perfume from France only shows that France is the country of luxury production for the thin stratum of the rich bourgeoisie across the world; the export of cotton goods from Japan shows that Japan, competing with Western Europe, is undermining the traditional peasant and handicraft production throughout East Asia, driving it out by commodity trade; while the export of machinery from England, Germany and the United States shows that these three countries are themselves propagating heavy industry to all regions of the world.

We thus discover that one “commodity” is exported and imported today that was unknown in the time of King Nebuchadnezzar as well as in the whole of the antique and medieval periods: capital. And this commodity does not serve to fill “certain gaps” in other countries’ “national economies,” but quite the reverse—opening up gaps, rifts and splits in the edifice of traditional “national economies,” and acting like gunpowder to transform these “national economies” sooner or later into heaps of rubble. In this way, the “commodity” capital spreads still more remarkable “commodities” on an ever more massive scale from various old countries to the whole world: modern means of transport and the destruction of whole indigenous populations, money economy and an indebted peasantry, riches and poverty, proletariat and exploitation, insecurity of existence and crises, anarchy and revolutions. The European “national economies” extend their polyp-like tentacles to all countries and people of the earth, strangling them in a great net of capitalist exploitation.
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Cannot Professor Bücher believe in a world economy, despite all this? No. For the scholar explains, after he has carefully surveyed all regions of the world and discovered nothing: I cannot help myself, I see nothing in the way of “special phenomena” that “deviate in essential characteristics” from a national economy, “and it is much to be doubted whether such things will appear in the foreseeable future.”XII

Let us now leave trade and trade statistics completely aside, and turn directly to life, to the history of modern economic relations. Just a single small passage from the great colorful picture.

In 1768, [Richard] Arkwright built the first mechanically driven cotton spinning plant in Nottingham, and in 1785 [Edmund] Cartwright invented the mechanical loom. The immediate result in England was the destruction of handloom weaving and the rapid spread of mechanical manufacture. At the start of the nineteenth century there were, according to one estimate, around a million handloom weavers; they were now fated to die out, and by 1860 no more than a few thousand remained in the whole kingdom, out of more than half a million factory workers in the cotton sector. In 1863, Prime Minister [William] Gladstone spoke in Parliament of the “intoxicating augmentation of wealth and power”23 that the English bourgeoisie had obtained, without the working class winning any share of this.

The English cotton industry draws its raw material from North America. The growth of factories in Lancashire conjured up immense cotton plantations in the southern United States. Blacks were imported from Africa for the deadly work on these plantations, as well as those of sugar, rice and tobacco. The African slave trade expanded tremendously, whole tribes were hunted down in the “dark continent,” sold off by their chiefs, transported across immense stretches over land and sea, to be auctioned in America. A literal black “Völkerwanderung”24 took place. At the end of the eighteenth century, in 1790, there were by one estimate only 697,000 blacks; by 1861 there were over four million.

The colossal extension of the slave trade and slave labor in the South of the United States triggered a crusade by the Northern states against this un-Christian atrocity. The massive import of English capital in the years 1825–60 made possible a vigorous railway construction in the Northern states, the beginnings of their own industry and with it a bourgeoisie enthusiastic for more modern forms of exploitation, for capitalist wage-slavery. The fabulous business of the Southern planters, who could drive their slaves to death within seven years, was all the more intolerable to the pious Puritans of the North because their own climate prevented them from establishing a similar paradise in their own states. At the instigation of the Northern states, slavery in every form was abolished for the whole of the Union in 1861.25 The Southern planters, whose deepest feelings were injured, answered this blow with open revolt. The Southern states declared their secession from the Union, and the great Civil War broke out.

The immediate effect of the war was the devastation and economic ruin of the Southern states. Production and trade collapsed, the supply of cotton was interrupted. This deprived English industry of its raw material, and in 1863 a tremendous crisis broke out in England, the so-called “cotton famine.” In Lancashire, 250,000 workers lost their jobs completely, 166,000 were only employed part-time, and just 120,000 workers were still fully employed. The population of this district was racked by poverty, and 50,000 workers asked Parliament in a petition to vote funds to enable their families to emigrate. The Australian states, which lacked the labor-power required to begin their capitalist development—after the indigenous population had been almost completely exterminated by the European settlers—declared that they were prepared to accept unemployed proletarians from England. But the English manufacturers protested vigorously against the emigration of their “living machinery,” which they would need again themselves as soon as the anticipated revival of industry took place. The workers were refused the funds for emigration, and had to bear the full weight of the crisis and its terrors.

Denied American supply, English industry sought to obtain its raw material elsewhere, and turned its attention to the East Indies. Cotton plantations were feverishly started here, and rice cultivation, which had provided the daily food of the population for millennia and formed the basis of their existence, had to give way in large areas to the profitable projects of speculators. In the wake of this suppression of rice cultivation, the next few years saw an extraordinary price rise and a famine that carried off over a million people in Orissa alone, a district north of Bengal.

A second experiment took place in Egypt. To take advantage of the opportunity provided by the American Civil War, the Egyptian khedive, Ismail Pasha, began cotton plantations as rapidly as possible. A real revolution took place in the country’s property relations and rural economy. Large area of peasant land were stolen, being declared royal property and transformed into very large-scale plantations. Thousands of workers were driven to forced labor on the plantations at the end of the whip, to build dams and canals for the khedive, or to pull ploughs. But borrowing the money needed to obtain the most modern steam-ploughs and hulling machines led to the khedive sinking ever deeper in debt to English and French bankers. This large-scale speculation ended with bankruptcy after only a year, when the end of the American Civil War brought the price of cotton down by three-quarters in the space of a few days. The result of this cotton period for Egypt was the rapid ruin of its peasant agriculture, the rapid collapse of its finances, and finally the swift occupation of the country by the English army.26

Meanwhile the cotton industry made new conquests. The Crimean War of 1855 [interrupted] the supply of hemp and flax from Russia, leading to a major crisis of linen production in Western Europe. The collapse of the old system in Russia, with the Crimean War, was followed right away by a political transformation, the abolition of serfdom, liberal reforms, free trade and the rapid building of railways. A new and stronger market for industrial products was thus opened up within this great empire, and the English cotton industry was the first to penetrate the Russian market. At the same time, in the 1860s, a series of bloody wars opened up China to English trade.27 England dominated the world market, and the cotton industry made up half its exports. The period of the 1860s and 70s was the time of most brilliant business deals for the English capitalists, as well as the time when they were most inclined to guarantee their “hands” and secure “industrial peace” by small concessions to the workers. It was in this period that the English trade unions, with the cotton spinners and weavers in the lead, achieved their most striking successes, as well as the time when the revolutionary traditions of the Chartist movement28 and the Owenite ideas29 finally died out among the English proletariat, ossifying into conservative trade unionism.

But the page soon turned. Everywhere on the continent that England exported its cotton products there gradually developed a local cotton industry. Already in 1844, the hunger revolts of the handloom weavers in Silesia and Bohemia30 had been the first heralds of the March revolution [of 1848].31 In the English colonies, too, an indigenous industry arose. The cotton factories of Bombay soon competed with the English, and in the 1880s helped to break England’s monopoly on the world market.

In Russia, finally, the rise of cotton manufacture in the 1870s inaugurated the age of large-scale industry and protective tariffs. In order to circumvent the high tariff barrier, whole factories along with their staff were taken from Saxony and the Vogtland32 to Russian Poland,33 where the new manufacturing centers of Lodz and Zgierz34 grew into big cities at a Californian pace. In the early 1880s, unrest in the Moscow-Vladimir cotton district forced the first labor protection laws in the tsarist empire. In 1896, 60,000 workers from the St Petersburg cotton plants carried out the first mass strike in Russia.35 And nine years later, in June 1905, 100,000 workers in Lodz, the third center of the cotton industry, with German workers among their leaders, erected the first barricades of the great Russian revolution …

Here we have, in a few lines, 140 years in the history of a modern branch of industry, a history that winds its way through all five continents, hurls millions of human lives hither and thither, erupting in one place as economic crisis, in another as famine, flaming up here as war, there as revolution, leaving in its wake on all sides mountains of gold and abysses of poverty—a wide and blood-stained stream of sweat from human labor.

These are convulsions of life, actions at a distance, that reach right into the innards of nations, while the dry figures of international trade statistics give only a pale reflection of them. In the century and a half since modern industry was first established in England, the capitalist world economy has taken shape at the price of the pains and convulsions of the whole of humanity. It has seized one branch of production after another, taken hold of one country after another. With steam and electricity, fire and sword, it has obtained entry into the most remote corners of the earth, has torn down all Chinese walls, and through an era of world crises, periodic common catastrophes, it has initiated the economic interconnection of present-day humanity.36 The Italian proletarian, expelled from his misery at home by Italian capital, who migrates to Argentina or Canada, finds there a ready-made new yoke of capital imported from the United States or England. And the German proletarian who remains at home and tries to make an honest living, is dependent for his weal and woe at every turn on the course of production and trade throughout the world. Whether he finds work or not, whether his wage is sufficient to feed his wife and children, whether he is condemned to spend several days of the week in enforced idleness, or to work day and night in infernal overtime—all this constantly varies depending on the cotton harvest in the United States, the wheat harvest in Russia, the discoveries of new gold or diamond mines in Africa, the outbreak of revolution in Brazil,37 tariff battles, diplomatic turmoil and war across five continents. Nothing is so striking today, nothing has such decisive importance for the whole shape of today’s social and political life, as the yawning contradiction between an economic foundation that grows tighter and firmer every day, binding all nations and countries into a great whole, and the political superstructure of states, which seeks to split nations artificially, by way of border posts, tariff barriers and militarism, into so many foreign and hostile divisions.

But none of this exists for Bücher, Sombart and their colleagues! For them, all that exists is the “ever more complete microcosm”! They see far and wide no “special phenomena” that would “depart in essential characteristics” from a national economy. Is this not puzzling? Would a similar blindness on the part of the official representatives of science be conceivable for phenomena that leap to the eye of any observer in their plenitude and their dazzling, lightning-like intensity, in any area of science other than that of political economy? Certainly in natural science, a professional scholar who tried to express the view publicly that the earth did not revolve round the sun, but the sun and all other stars revolved round the earth as their center, who maintained that he “did not know any phenomena” that would contradict this view “in essential characteristics”—such a scholar could be sure of being met by the Homeric laughter of the entire educated world, and would end up having his mental health examined at the instigation of troubled relatives. Of course, 400 years ago not only did the spread of such views go unpunished, but anyone who undertook to refute them publicly would himself run the risk of ending on the scaffold. In those days, preservation of the mistaken view that the earth was the center of the universe and the heavenly bodies was a pressing interest of the Catholic church, and any attack on the imagined majesty of the earth in the universe was at the same time an assault on the spiritual rule of the church and its tithes on the earth. In those days, accordingly, natural science was the ticklish nerve center of the prevailing social system, and mystification in this realm was an indispensable instrument of subjugation. Today, under the rule of capital, the ticklish point of the social system is no longer faith in the mission of the earth in the blue heaven, but rather faith in the mission of the bourgeois state on earth. And because thick fog is already rising and gathering over the powerful waves of the world economy, because storms are in preparation here that will brush away the “microcosm” of the bourgeois state like a henhouse in an earthquake, the scientific “Swiss guards” of the rule of capital stand before the gate of their stronghold, the “national state,” ready to defend it to the last gasp. The first word of present-day political economy, its basic concept, is a scientific mystification in the interest of the bourgeoisie.

5

Political economy is frequently defined for us in the simple formula that it is “the science of people’s economic relations.” Those who offer this kind of formulation believe they have navigated the reefs of the “national economy” and the world economy by universalizing the problem into something indefinite and speaking of “people’s” economic relations in general. Tossing the problem up into thin air, however, does not make it any more clear, but may well just confuse it even more, as the question then arises as to why and wherefore this special science of “people’s” economic relations—i.e. of all people at all times and in all circumstances—should be necessary.

Let us take any example we like of people’s economic relations, as simple and transparent as possible. Let us place ourselves in the time when the present world economy did not yet exist, when commodity trade flourished only in the towns while in the countryside a natural economy still prevailed, i.e. production for one’s own need, with the large landed proprietors as well as on the small peasant holdings. Let us take, for example, the relations described by Dugald Stewart in the Scottish highlands in the 1850s:


In some parts of the Highlands of Scotland … every peasant, according to the Statistical Account, made his own shoes of leather tanned by himself. Many a shepherd and cottar too, with his wife and children, appeared at Church in clothes which had been touched by no hands but their own, since they were shorn from the sheep and sown in the flax-field. In the preparation of these, it is added, scarcely a single article had been purchased, except the awl, needle, thimble, and a very few parts of the ironwork employed in the weaving. The dyes, too, were chiefly extracted by the women from trees, shrubs, and herbs.38



Alternatively, we can take an example from Russia, where only a relatively short time ago, in the late 1860s, the peasant economy could be commonly described as follows:


The land that he [the farmer of the Viasma district in the province of Smolensk—R.L.] cultivates provides him with food and clothing, almost everything that is necessary for his existence: bread, potatoes, milk, meat, linen, cloth, sheep pelts and wool for warm clothing … All that he buys with money are boots and a few personal items such as belt, cap and gloves, as well as some necessary household equipment: iron and wooden dishes, poker, kettle and the like.XIII



Today there are still peasant economies of this kind in Bosnia and Herzegovina, in Serbia and Dalmatia. If we were to put to one of these self-sufficient peasants in the Scottish Highlands or Russia, Bosnia or Serbia the usual professorial questions of political economy about “economic purpose,” “creation and distribution of wealth” and the like, he would stare at us in amazement. As to the reason why he and his family work, or to put it in scholarly terms, the “motivating force” that drives their “economic activity.” he would exclaim: Well, we have to live, and food doesn’t just drop from the sky. If we didn’t work, we’d die of starvation. So we work to get by, to eat our fill, to put clothes on our back and have a roof over our head. As to what we produce, “what orientation” we give our labor, that’s another foolish question! We produce what we need, what any peasant family needs to live. We grow wheat and rye, oats and barley, we plant potatoes, we keep a few cows and sheep, chickens and ducks. In winter we do the spinning, which is women’s work, while men are busy with axes, saws and hammers making whatever the house needs. You can call this a “rural economy” or a “business,” whatever you like, but at all events we have to do a bit of everything, as all kinds of things are needed in the home and the fields. How do we “divide” these tasks? Another strange question! The men naturally do what needs male strength, the women take care of the house, the cows and the henhouse, the children help with this and that. Or are you saying that I should send my wife to chop wood while I milk the cows myself? (The good man is unaware—we can add here—that there are many primitive peoples, for example the Brazilian Amerindians, where it is precisely the woman who gathers wood in the forest, digs up roots and goes to pick fruit, while among the herding peoples of Africa and Asia men not only look after the cattle but also milk them. In Dalmatia today, you can still see a woman carrying a heavy load on her back with a strong man complacently riding his donkey alongside, puffing away at his pipe. This “division of labor” seems just as natural to them as it appears obvious to our own peasants that the man should chop wood and his wife milk the cows.) And besides, this question about my “wealth”! That again, every child in the village understands. A wealthy peasant is one who has a full barn, a well-stocked stable, a respectable flock of sheep and a large henhouse; a peasant is poor if he runs short of flour already by Easter, and water drips through his roof when it rains. What does an “increase in wealth” depend on? No question about it. If I had a larger plot of land, I would naturally be richer, and if in summer, Heaven forbid, we had a heavy hailstorm, everyone in the village would be impoverished in the space of twenty-four hours.

Here we have let the peasant patiently answer the learned questions of political economy, but we are certain that, before the professor who arrived with his notebook and fountain pen to make a scientific study of such a peasant household in the Scottish Highlands or Bosnia had asked even half of his questions, he would already have been shown out of the door. In fact, all relationships in this kind of peasant economy are so simple and self-evident that their dissection with the scalpel of political economy seems an idle game.

The objection can of course be made that we perhaps chose an unfortunate example, by focusing on a tiny self-sufficient peasant household whose extreme simplicity is determined by its scanty resources and dimensions. So let us take another example. Leaving the small peasant household to continue its modest existence in a remote corner of the world, we turn our attention to the highest summit of a powerful empire, the household of Charlemagne. This sovereign, who made the Germanic Empire the most powerful in Europe at the start of the ninth century, undertaking no fewer than fifty-three crusades for the expansion and strengthening of his realm,39 and uniting under his scepter not just present-day Germany but also France, Italy, Switzerland, the northern part of Spain, Holland and Belgium, was also very concerned with economic conditions on his lands and estates. He drafted personally a special legislative decree on the economic principles of his estates, consisting of seventy paragraphs, the celebrated “Capitulare de villis,”40 i.e. law about landed estates, a priceless gem of historical survival which has happily come down to us through the dust and mildew of the archives. This claims very special attention for two reasons. Firstly, most of Charlemagne’s estates subsequently developed into powerful imperial cities: Aachen, Cologne, Munich, Basel and Strasbourg, for example, along with several other towns, were at this time agricultural estates of the emperor. Secondly, Charlemagne’s economic institutions became a model for all major spiritual and temporal landed estates of the early Middle Ages; these adopted the survivals of ancient Rome and the refined way of life of its noble villas, transplanting them into the coarser milieu of the young Germanic warrior nobility, and his prescriptions for the cultivation of vineyards and gardens, fruit and vegetables, fowl, etc. were an act in the history of civilization.

Let us take a closer look at this decree. The great emperor demanded here, above all else, to be served honestly and have his properties looked after so that his subjects living on them were protected against poverty; they should not be overburdened with labor; if they worked at night, they were to be compensated for this. But the subjects for their part were to take diligent care of the vineyards and put the pressed wine into bottles to avoid damage. If they evaded their duties they were chastised “on the back or elsewhere.” The emperor also lay down that bees and geese were to be kept on his domains; the birds were to be kept well and increased. The stocks of cows and brood mares were also to be expanded, and the greatest care taken of sheep.

We desire, the emperor continued, that our woods are managed properly, that they are not uprooted and that sparrowhawks and falcons are kept there. Fat geese and chickens should be always available for us; eggs that are not consumed in the household should be sold on the market. Each of our estates should keep a store of good featherbeds, mattresses, covers, tableware of copper, lead, iron and wood, chains, kettle-hooks, axes and drills, so that nothing needs to be borrowed from other people. The emperor further prescribed that an exact account be kept of the harvests from his estates, and he lists: vegetables, butter, cheese, honey, oil, vinegar, turnips “and other trifles,” as it says in the text of the famous decree. He continues that on each of his estates there should be various artisans, a sufficient number fluent in every craft, and he again lists the precise kinds in detail. He also made Christmas Day the date on which he required accounts of his wealth, and the smallest peasant did not count each head of stock and each egg on his holding more carefully than the great Charlemagne. Paragraph 62 of the decree states: “It is important that we know what and how much we have of all these things.” And he again lists: oxen, mills, wood, ships, wine stocks, vegetables, wool, linen, flax, fruit, bees, fish, hides, wax and honey, old and new wine, and whatever else was supplied to him. He adds, as generous consolation for the dear subjects who were to supply all this: “We hope that all this does not appear too hard to you, for you can demand the same for your part, since everyone is lord of his property.” Further, we find exact prescriptions as to the way in which wines should be packed and transported, these apparently being a particular concern in the great emperor’s governance: “Wine should be carried in barrels with firm iron hoops and never in skins. As for flour, this is to be carried in doubled crates and covered with leather, so that it can be brought across rivers without damage being done. I also want exact account to be made of the horns of my goats, male and female, as well of the skins of the wolves that are shot each year. In the month of May, merciless war against the young wolf cubs should not be neglected.” Finally, in the last paragraph, Charlemagne lists all the flowers, trees and plants that he wants to have tended in his garden: roses, lilies, rosemary, gherkins, onions, radishes, caraway, etc. The famous decree more or less comes to an end with a list of varieties of apple.

This is a picture of the imperial economy in the ninth century, and although we have here one of the most powerful and richest princes of the Middle Ages, anyone must admit that his economy, along with the principles on which it was managed, are surprisingly reminiscent of the dwarf-size peasant holding that we considered above. Here too, the imperial landlord, if we were to put to him the familiar basic questions of political economy about the nature of wealth, the purpose of production, the division of labor, etc., etc., would refer with a royal wave of the hand to the mountains of grain, wool and flax, the barrels of wine, oil and vinegar, the stables full of cows, oxen and sheep. And we would be equally at a loss to know what “laws” of political-economic science were to be investigated and deciphered in this economy, since all the connections, cause and effect, labor and its result, are as clear as day.

The reader might draw our attention here, once again, to the fact that we have taken a misleading example. It is clear after all from Charlemagne’s decree that this was not dealing with the public economic relationships of the Germanic Empire, but rather with the private economy on the emperor’s estates. But it would certainly be a historical error for anyone to try to oppose these two concepts in the context of the Middle Ages. The capitulary does indeed refer to the economy on the estates and properties of Charlemagne, but he managed this economy as ruler, not as a private person. Or more accurately: the emperor was a lord on his domains, but likewise any noble lord in the Middle Ages, i.e. in the time after Charlemagne, was more or less such an emperor on a small scale, i.e. he was by virtue of his free noble domain a legislator, tax collector and judge for the population on his estates. The very form of Charlemagne’s economic dispositions, as we have mentioned them, shows that these were indeed acts of government: they make up one of his sixty-five laws or capitularies which, drafted by the emperor, were made known at the annual imperial assemblies of his magnates. And the regulations about radishes and iron-clad wine barrels derive from the same fullness of power and are drafted in the same style as, for example, the admonitions to the bishops in his “Capitula episcoporum,”41 in which Charles gives the bishops a box on the ears and warns them energetically not to curse, not to get drunk, not to visit places of ill-fame, not to keep women or charge too high a price for the holy sacraments. We may go where we please in the Middle Ages, but nowhere in the countryside do we find an economic enterprise for which Charlemagne’s does not offer a model and a type, whether it is the estates of noble lords or the simple peasant holding, whether we have an individual peasant family operating for itself or a communally operating mark42 community.

What is most striking in both examples is that here the needs of human life directly govern and determine labor, and the result thus corresponds so exactly to intention and need that the relationships maintain, whether on a greater or smaller scale, this surprising simplicity and transparency. Both the small peasant on his holding and the great monarch in his court know quite exactly what they want to achieve by their production. And no magic is required to know this: both want to satisfy the natural human needs for eating and drinking, clothing and the conveniences of life. The only difference is that the peasant sleeps on a straw sack and the great lord on a soft featherbed, one drinks beer and mead, or just plain water, while the other has fine wine on his table. But the basis of the economy and its task of directly satisfying human needs remains the same. The result corresponds in the same self-evident way to the labor that proceeds from this natural task. Here too, again, there are differences in the labor process: the peasant works along with his family members, and the fruits of his labor correspond to the extent of his holding and his share in the common land; more precisely—since we are speaking here of medieval serf labor—he what is left over after providing dues and labor services for the lords and the church. The emperor or any other noble lord does not work himself, but has his subjects and subordinates work for him. But whether a peasant and his family work for themselves, or all together under the management of a village headman, or under the lord’s bailiff, the result of this labor is still nothing other than a particular sum of means of subsistence in the wider sense, i.e. precisely what is required, and more or less in the amount required. No matter which way you look at an economy of this kind, there is no puzzle to be found in it that could only be solved by profound investigation and a special science. The slowest-witted peasant in the Middle Ages knew precisely what his “wealth”—or rather, his poverty—depended on, leaving aside the natural phenomena that visited both lord’s and peasant’s lands from time to time. He knew quite precisely that his distress as a peasant had a very simple and direct cause: first of all the boundless extraction of labor services and dues on the part of the lords, and secondly the theft by these same lords of common lands—woods, meadows and waters. And what the peasant knew he cried aloud to the world in the peasant wars, and showed by setting fire to the houses of his bloodsuckers. What remains for scientific investigation here is only the historical origin and development of those relationships, the question as to how it could happen that throughout Europe the formerly free peasant landholdings were transformed into noble estates extracting dues and tolls, the formerly free peasantry into a mass of subjects liable to serf labor and later also to monetary dues.

The situation looks completely different as soon as we turn to any phenomenon of present-day economic life. Let us take for example one of the most remarkable and outstanding phenomena: the trade crisis. We have all experienced already several major crises of trade and industry, and are familiar from our own observation with the process classically described by Frederick Engels in the following terms:


Commerce is at a standstill, the markets are glutted, products accumulate, as multitudinous as they are unsalable, hard cash disappears, credit vanishes, factories are closed, the mass of the workers are in want of the means of subsistence; bankruptcy follows upon bankruptcy, execution upon execution. The stagnation lasts for years; productive force and products are wasted and destroyed wholesale, until the accumulated mass of commodities finally filter off, more or less depreciated in value, until production and exchange gradually begin to move again. Little by little the pace quickens. It becomes a trot. The industrial trot breaks into a canter, the canter in return grows into the headlong gallop of a perfect steeplechase of industry, commercial credit, and speculation, which finally, after breakneck leaps, ends where it began—in the ditch of a crisis.43



We all know that a commercial crisis of this kind is the terror of every modern country, and the way in which such a crisis is heralded is already very instructive. After a spell of some years of prosperity and good business, a vague rumor begins in the press here and there, with reports of some disturbing news about bankruptcies on the stock exchanges; then the spots in the press become larger, the stock exchange ever more turbulent, the central bank raises the discount rate, making the supply of credit more difficult and limited, until news about bankruptcies and unsalable stocks falls like a cloudburst. The crisis is then in full swing, and the struggle now is about who bears responsibility. The business people blame the brusque refusal of credit by the banks, the banks blame the speculative craze of the stockbrokers, they in turn blame the industrialists, the industrialists blame the lack of money in the country, and so on. And when business finally begins to get under way again, it is once more the stock exchange and the newspapers that note the first signs of improvement, until hope, calm and security again appear for a while. What is remarkable about all this, however, is the fact that the crisis is seen and treated by all those involved, by the whole society, as something that stands outside the realm of human will and human calculation, like a blow of fate inflicted on us by an invisible power, a test from heaven of the same order as a severe storm, an earthquake or a flood. Even the language in which the newspapers like to report a crisis is fond of such expressions as “gloomy clouds are gathering over the formerly bright skies of the business world,” or, if a sharp increase in the discount rate is announced, they inevitably use the headline “Storm Signal,” just as we later read about the thunder passing and the horizon brightening. This way of writing expresses rather more than mere fatuousness on the part of the ink coolies of the business world, it is precisely typical of the strange effect of the crisis, its apparently law-like character. Modern society notes its approach with terror, it bends its neck and trembles at the hail-like blows, it awaits the end of the test and then raises its head again, at first timid and unbelieving, then finally relieved.

This is precisely the way that, in the Middle Ages, people awaited the outbreak of a great famine or plague, the way that country folk today suffer a heavy thunderstorm and hail: the same helplessness and impotence in the face of a severe trial. And yet famine and plague, even if ultimately social phenomena, are initially and immediately the results of natural phenomena: a harvest failure, the spread of disease-inducing germs and the like. Thunder is a basic event of physical nature, and no one, at least at the present stage of science and technology, is able to bring about a thunderstorm or to avert one. But what is this modern crisis? It consists, as we know, in too many commodities being produced without finding an outlet, with the result that trade and industry come to a halt. The production and sale of commodities, trade and industry—all these are purely human relations. It is people themselves who produce commodities, and people themselves who buy them; trade is conducted between one person and another, and in the circumstance that make up the modern crisis we do not find a single element that lies outside of human action. It is therefore nothing other than human society itself that periodically provokes the crisis. And yet we also know that the crisis is a real trial for modern society, that it is expected with dread and suffered with desperation, that it is not wanted or wished for by anyone. Apart from a few stock-exchange sharks who try to enrich themselves quickly during a crisis at the expense of others, but frequently fail in the process, the crisis is for everyone at the very least a danger or a disturbance. No one wants the crisis, and yet it comes. People create it with their own hands, yet they do not intend it for anything in the world. The medieval peasant on his little plot produced partly what his lord required, partly what he himself needed: grain and meat, provisions for himself and his family. The great medieval lord had others produce for him what he wanted and needed: grain and meat, fine wines and fine clothes, means of subsistence and luxury goods for himself and his household. Present-day society however produces what it neither wants nor can use: crises. It periodically produces means of subsistence that it cannot consume; it suffers periodic hunger alongside tremendous stocks of unsold products. Need and satisfaction, the purpose and the result of labor, no longer match; between them stands something unclear and puzzling.

Let us take another example, all too well known to workers of all countries: unemployment. Unemployment is no longer, like crises, a cataclysm that visits society from time to time. It has become today, to a greater or lesser degree, a constant and everyday accompaniment to economic life. The most well-organized and well-paid categories of workers, who keep lists of their unemployed, show an uninterrupted series of figures for each year, even each month and week; these figures fluctuate substantially, but they never completely peter out. How powerless present-day society is in the face of unemployment, this dreadful scourge of the working class, is shown each time that the scale of this evil becomes so great that it forces legislative bodies to concern themselves with it. The regular course of such discussions, after a lengthy to-ing and fro-ing, culminates in the decision to conduct an inquiry, an investigation, into the present number of unemployed. The main thing here is to measure the present state of the evil, as the level of water is measured with a depth gauge in times of flood, and in the best case weak palliative measures are taken in the form of support for the unemployed—generally at the cost of those in work—with a view to dampening the effects of the evil, without the slightest attempt being made to do away with the evil itself.

In the early years of the nineteenth century, Reverend [Thomas] Malthus, the great prophet of the English bourgeoisie, proclaimed with the heart-chilling brutality that was characteristic of him:


A man born into a world already occupied, whose family has no means of supporting him or of whose labor society has no need, has not any right to demand any portion whatever of food. He is really one too many on the land. No cover is laid for him at the great banquet of Nature. Nature tells him to go away, and does not delay herself to put the order into execution.44



Official society today, with its characteristic “social-reforming” hypocrisy, scorns such crass expressions. In practice, however, it finally tells the unemployed proletarian, “whose labor it does not need,” to “go away” in one way or another, quickly or slowly, to leave this world—the increasing figures of disease, infant mortality and crimes against property during every great crisis speak for themselves.

The comparison we have made between unemployment and flood even shows the striking fact that we are less impotent in the face of elemental events of a physical kind than we are towards our own, purely social, purely human affairs! The periodic spring floods that do such damage in the east of Germany are ultimately only the result of the current neglected state of water management. The present level of technology already affords sufficient means for protecting agriculture from the power of water, even for making good use of this power; it is just that these methods can only be applied at the highest level of a large-scale, interconnected, rational water management, which would have to refigure the whole area affected, appropriately disposing arable zones and meadows, building dams and sluices, and regulating rivers. A great reform of this kind can certainly not be undertaken, partly because neither private capitalists nor the state are willing to provide the resources for such an project, partly because on the large scale that would be needed, the barriers of a whole range of private landowning rights would be infringed. But society today does have the resources for tackling the water danger and harnessing the raging element, even if it is not in a position to use them at this time. On the other hand, this society has not discovered a method for combating unemployment. And yet this not an element, a natural phenomenon of physics, but a purely human product of economic relations. And once again here we come up against an economic puzzle, a phenomenon that no one intended, no one consciously strove for, but which all the same appears with the regularity of a natural phenomenon, over people’s heads as it were.

But we need in no way take the case of these striking phenomena of present-day life, crises or unemployment, calamities and cases of an extraordinary nature, which in popular imagination form an exception to the usual course of things. Let us take one of the most familiar examples from everyday life, repeated a thousand times in all countries: the fluctuating prices of commodities. Every child knows that the prices of goods are in no case fixed and unchangeable, but on the contrary, go up and down almost daily—sometimes, indeed, every hour. If we pick up a newspaper, and turn to the report on the commodities market, we can read the price movements of the previous day: wheat rather weak in the morning, somewhat livelier in the afternoon, rising towards the close of business, or else falling. The same goes for copper and iron, sugar and vegetable oil. And likewise with shares in different industrial firms, government and private bonds, on the stock market. Price fluctuations are a constant, daily, quite “normal” phenomenon of contemporary economic life. These price movements, moreover, cause a daily and hourly change in the wealth of those who possess all these products and papers. If the cotton price rises, then the wealth of all dealers and manufacturers who have stocks of cotton in their warehouses also rises temporarily; if prices fall, their wealth dwindles similarly. If copper prices rise, then the owners of shares in the copper mines grow richer, and if these fall, they grow poorer. In this way, people can become millionaires or beggars in a few hours as a result of simple fluctuations in price, as reported in a stock-market telegram, and this is the essential basis of the whole giddiness of stock-market speculation. The medieval lord could grow richer or poorer as a result of a good or a bad harvest, or enrich himself as a robber baron making a good catch by waylaying a passing merchant, or—and this was the most well-tested and favored method—increase his wealth by pressing more out of his peasant serfs than he managed previously, by increasing the services and dues he demanded. Today, a man can suddenly become rich or poor without doing the slightest thing himself, without lifting a finger, without any kind of natural event, even without anyone having given him something or violently robbing him. Price fluctuations are likewise a secretive movement, guided behind people’s backs by an invisible power, and causing a continuous shift and fluctuation in the distribution of social wealth. The movement is noted in the same way as temperature is indicated on a thermometer, air pressure on a barometer. And yet commodity prices and their movements are obviously a purely human affair, with no magic involved. It is no one but people themselves who produce commodities with their own hands and determine their prices, simply that here again their action gives rise to something that no one intended or had in mind; here again, the need, end and result of people’s economic action come into blatant imbalance.

What is the reason for this, and what are the obscure laws that make people’s own economic life today bring about such strange events behind their backs? This can only be revealed by scientific investigation. It has become necessary to solve all these puzzles by way of strenuous investigation, deep reflection, analysis and comparison, in other words to make explicit the hidden connections that bring it about that the results of people’s economic action no longer coincide with their intentions and their will—in sum, their consciousness. The lack of consciousness within the social economy thus becomes a task for scientific research; and here we have arrived directly at the root of political economy.

In recounting his journey around the world, Darwin says of the inhabitants of Tierra del Fuego:


They often suffer from famine: I heard Mr. Low, a sealing-master intimately acquainted with the natives of this country, give a curious account of the state of a party of one hundred and fifty natives on the west coast, who were very thin and in great distress. A succession of gales prevented the women from getting shellfish on the rocks, and they could not go out in their canoes to catch seal. A small party of these men one morning set out, and the other Indians explained to him, that they were going a four days’ journey for food: on their return, Low went to meet them, and he found them excessively tired, each man carrying a great square piece of putrid whale’s-blubber with a hole in the middle, through which they put their heads, like the Gauchos do through their ponchos or cloaks. As soon as the blubber was brought into a wigwam, an old man cut off thin slices, and muttering over them, broiled them for a minute, and distributed them to the famished party, who during this time preserved a profound silence.XIV



So much for the life of one of the most backward peoples on earth. The limits within which their will and deliberate ordering of their economy can operate are here still extremely narrow. People here are still completely tied to the apron strings of external nature, and depend on its favor and disfavor. But within these narrow limits, the organization of the whole small society of some hundred and fifty individuals prevails. Concern for the future is only expressed in the wretched form of a stock of putrid whale’s blubber. But this putrid stock is divided between everyone with due ceremony, and everyone similarly participates in the work of seeking food, under planned leadership.

Let us turn to a Greek oikos, the household economy of antiquity with slaves, which by and large also formed a “microcosm,” a little world unto itself. Here extreme social inequality already prevails. Primitive need has been transformed into a comfortable surplus of the fruits of human labor. Physical labor has become the curse of some, idleness the privilege of others, with those who work even becoming the property of the non-workers. Yet here again, this relationship of domination involves the strictest planning and organization of the economy, the labor process and distribution. The determining will of the master is its foundation, the whip of the slave overseer its sanction.

On the feudal manor of the Middle Ages, the despotic organization of labor receives early on the visage of a detailed code elaborated in advance, in which the plan and division of labor, the duties of each as well as their claims, are clearly and firmly defined. On the threshold of this period of history stands that fine document that we have already cited: Charlemagne’s “Capitulare de villis,” which still revels joyously and brightly in the wealth of physical enjoyments to which the economy is completely directed. At its end we have the baneful code of services and dues which, dictated by the unrestrained financial greed of the feudal lords, led to the German peasant war45 of the sixteenth century,46 and made the French peasant still 200 years later into that miserable and semi-bestialized creature who was only shaken to struggle for his human and civil rights by the shrill alarm clock of the great Revolution. But, until the broom of revolution swept away the feudal manor, this peasant was still in the misery of the relationship of direct mastery that firmly and clearly defined the relations of the feudal economy as an unavoidable fate.

Today we have neither masters nor slaves, neither feudal barons nor serfs. Freedom and equality before the law have in formal terms done away with all despotic relationships, at least in the old bourgeois states; in the colonies, as is well known, these same states have frequently themselves introduced slavery and serfdom. Everywhere that the bourgeoisie is at home, free competition rules economic relations as their one and only law. This means the disappearance from the economy of any kind of plan or organization. Of course, if we look at an individual private firm, a modern factory or a large complex of factories and plants such as Krupp’s, alternatively a great agricultural enterprise such as those of North America, we find here the strictest organization, the most far-reaching division of labor, the most refined planning based on scientific knowledge. Here everything works beautifully, directed by a single will and consciousness. But we scarcely leave the factory or farm gate than we are met already with chaos. Whereas the countless individual components—and a private firm today, even the most gigantic, is only a fragment of the great economic network that extends across the whole earth—whereas the fragments are most strictly organized, the whole of the so-called “national economy,” i.e. the capitalist world economy, is completely unorganized. In the whole, which stretches across oceans and continents, no plan, no consciousness, no regulation prevails; only the blind reign of unknown, uncontrolled forces plays its capricious game with people’s economic fate. There is indeed, still today, an over-powerful lord that governs working humanity: capital. But its form of government is not despotism but anarchy.

And it creates this anarchy by having the social economy bring about results that are unexpected and puzzling even to the people involved; it turns the social economy into a phenomenon that is foreign to us and alienated, whose laws we have to discover in the same way as we investigate the phenomena of external nature, which govern the life of the vegetable and animal realms, changes in the earth’s crust and the movements of heavenly bodies. Scientific knowledge must subsequently discover the meaning and rule of the social economy, which no conscious plan has dictated in advance.

It is now clear why bourgeois political economists find it impossible to clearly pinpoint the nature of their science, to put their finger into the wound of their social order, to denounce it in its inherent criminality. To discover and confess that anarchy is the life element of the rule of capital means in the same breath to pronounce a death sentence, it means saying that its existence is only granted a temporary reprieve. It is clear now why the official scientific advocates of the rule of capital seek to conceal the matter with every kind of word-spinning, to direct attention away from the core to the outer shell, from the global economy to the “national economy.” At the very first step across the threshold of political-economic knowledge, with the first fundamental question as to what political economy actually is and what is its basic problem, the paths of bourgeois and proletarian knowledge already diverge. With this first question, however abstract and immaterial for present social struggles it may appear at first sight, a special tie is already drawn between political economy as a science and the modern proletariat as a revolutionary class.

6

Once we adopt the perspective we have now reached, many things that first appeared uncertain now become clear.

To start with, the question of how old political economy is. A science whose task is to disclose the laws of the anarchic capitalist mode of production could naturally not arise earlier than this mode of production itself, not before the historical conditions for the class rule of the modern bourgeoisie had gradually been assembled by political and economic changes over the centuries.

According to Professor Bücher, of course, the origin of the present-day social order was something extremely simple, having little to do with preceding economic development. It was in fact the result of the superior will and elevated wisdom of absolutist princes.

“The construction of the national economy,” Bücher explains—and we already know that for a bourgeois professor the concept “national economy” is only a mystifying description of capitalist production—


is essentially a result of the political centralization that began with the rise of the territorial state model towards the end of the Middle Ages, and is reaching its culmination today with the creation of the unitary national state. The concentration of economic powers goes hand in hand with the bending of political special interests to the higher purposes of the whole. In Germany, it was the larger territorial princes who sought to bring the modern state idea to expression, in struggle with the landed aristocracy and the cities.XV



But princely power also wrought the same great deeds in the rest of Europe—in Spain, Portugal, England, France, and the Netherlands.


In all these countries, if to a varying degree, the struggle with the separate powers of the Middle Ages took place: the great nobles, the cities, provinces, spiritual and temporal corporations. Initially, it was a question of abolishing the independent circles that stood as an obstacle in the way of political concentration. But at the underlying foundation of the movement that led to the development of princely absolutism, there still slumbered the world-historical idea that the new and greater tasks of human civilization required a united organization of whole peoples, a great living community of interest, and this could only arise on the basis of a common economy.XVI



We have here the finest flowering of that serviceability in matters of thought that we have already noted among German professors of political economy. According to Professor Schmoller, the science of political economy arose at the command of enlightened absolutism. According to Professor Bücher, the whole capitalist mode of production is simply the fruit of sovereign will and the heaven-storming plans of absolutist princes. It would of course be very unfair to the great Spanish and French despots, not to mention their petty German counterparts, to raise the suspicion that in their boisterous games with the arrogant feudal lords at the end of the Middle Ages, or their bloody crusades against the cities of the Netherlands, they troubled themselves with any kind of “world-historical ideas” or “tasks of human civilization.” This would mean turning historical events upside down.

Certainly, the establishment of large centralized bureaucratic states was an indispensable precondition for the capitalist mode of production, yet it was just as much itself only a consequence of the new economic requirements, so that it would be far more justifiable to turn Bücher’s proposition around and declare that the construction of political centralization was “essentially” a fruit of the maturing “national economy,” i.e. of capitalist production.

But if absolutism had an incontestable share in this process of historical preparation, it played this part with the same stupid lack of thought of a blind instrument of historical developmental tendencies, and could likewise contradict these same tendencies whenever the occasion arose. Thus the medieval despots by the grace of God considered the cities allied with them against the feudal lords simply as objects for blackmail, which they betrayed again to the feudal lords at the first opportunity. Thus they viewed the newly discovered regions of the world, with all their population and culture, immediately and exclusively as a suitable field for the most brutal, pernicious and crude plunder, to fill the “princely treasuries” with gold nuggets as quickly as possible, for a “higher cultural purpose.” In the same way, later, we had the stubborn resistance to interposing between the “grace of God” rulers and their “loyal peoples” that sheet of paper, called a bourgeois parliamentary constitution, which is just as indispensable for the unhindered development of the rule of capital as is political unity and the large centralized states themselves.

It was in fact quite other powers at work, great shifts in the economic life of the European nations as they emerged from the Middle Ages, that pioneered the move to the new form of economy.

Once the discovery of America and the circumnavigation of Africa, i.e. the discovery of the sea route to India, had led to an unforeseen upswing and a shift in trade, the dissolution of feudalism and the guild regime was a powerful tendency in the towns. The violent conquests, land acquisitions and plundering expeditions in the newly discovered lands, the great spice trade with India, the extension of the slave trade supplying black Africans to the American plantations, very soon created in Western Europe new wealth and new needs. The small workshop of the guild artisan with all its fetters proved an impediment on the necessary expansion of production and its rapid progress. The great merchants created a way out by gathering artisans together in large factories outside the city precincts, so as to have them produce more speedily and better, untroubled by the narrow-minded guild regulations.

In England, the new mode of production was introduced by a revolution in the agricultural economy. The blossoming of wool manufacture in Flanders, with its great demand for wool, gave English feudal nobles the impulse to transform large expanses of agricultural land into sheep-walks, which meant the larger part of the English peasantry being driven out of house and home. This meant the creation of a massive number of property-less workers, proletarians, at the disposal of the emerging capitalist manufacture. The Reformation worked in the same direction, with the confiscation of church properties, some of which were handed to the court nobility and speculators, others squandered, with the greater part of their peasant population likewise driven from the soil. The manufacturers and capitalist farmers thus found a massive poor and proletarianized population, outside both feudal and guild restrictions, who, after a long martyrdom of vagabond existence, and bloody persecution by law and police, found a safe haven in wage slavery for the new class of exploiters. There immediately followed also the great technological transformations in manufacturing, which made it possible increasingly to use greater numbers of unskilled wage proletarians in place of skilled artisans or alongside them.

All this pressure and striving towards new relationships came up against feudal barriers and the misery of decomposing conditions. The natural economy that was determined by feudalism and in its very nature, as well as the impoverishment of the popular masses by the limitless pressure of serfdom, naturally restricted the domestic market for manufactured goods, while at the same time the guilds continued to fetter the most important condition of production, labor-power, in the towns. The state apparatus with its endless political fragmentation, its lack of public security, its jumble of tariff and trade-policy confusion, inhibited and burdened the new trade and production at every turn.

It was clear that the rising bourgeoisie in Western Europe, as representative of free world trade and manufacture, had in some way or another to clear all these obstacles out of the way, if it did not want to completely renounce its world-historical mission. Before it broke feudalism to pieces in the great French Revolution, it first struggled with it critically, and the new science of political economy thus arose as one of the most important ideological weapons of the bourgeoisie in its struggle against the medieval feudal state and for the modern state of the capitalist class. The new economic order that was breaking through appeared right away in the form of new and rapidly arising riches, which poured over West European society and stemmed from quite different, more profitable and apparently inexhaustible sources than the patriarchal methods of feudal peasant slavery, which in any case had already reached the end of their natural life. The most striking source of the new enrichment was at first not the emerging new mode of production, but rather its pacemaker, the powerful upswing of world trade on the emergence from the Middle Ages—in the rich Italian commercial republics on the Mediterranean and in Spain, where the first questions of political economy arose, as well as the first attempts to answer them.

What is wealth? How do states become wealthy, and how are they made poor? This was the new problem, once the old notions of feudal society had lost their traditional validity in the whirlpool of new relations. Wealth is gold, for which anything can be bought. Trade therefore creates wealth. So those states become rich that are in a position to bring much gold into the country and not let any out. World trade, therefore, along with colonial conquests in the newly discovered lands and manufactures that produce goods for export, must be promoted by the state, while the import of products from abroad, which would draw gold out of the country, is forbidden. This was the first doctrine of political economy, which appeared in Italy already at the end of the sixteenth century, and came to prevail generally in the seventeenth century in England and France. And no matter how crude this doctrine was, it did offer the first sharp break with the mental universe of feudal natural economy, the first bold criticism of it, the first idealization of trade, of commodity production, and in this form—of capital: in sum the first program of a state policy after the hearts of the young bourgeoisie struggling to advance.

The focus soon switched from the merchant to the commodity-producing capitalist, but still only cautiously, under the mask of humble servant in the anteroom of the feudal lord. Wealth is by no means gold, which is simply the mediator in commodity trade, so the French lumières47 proclaimed in the eighteenth century. What a childish confusion to see gleaming metal as the firm basis of fortune! Can I eat metal if I’m hungry, or can it protect me from the winter cold? Didn’t the Persian king Darius, with all his gold treasure, suffer from dreadful pangs of thirst on the battlefield, and would have willingly given it all away for a sip of water?48 No, wealth means the gifts of nature in foodstuffs and materials, with which all of us, king and beggar alike, satisfy our needs. The more lavishly a population satisfies its needs, the wealthier a state is, as it can draw all the more in tax. But who is it that coaxes nature to make corn into bread, to make the thread from which we spin our clothes, the wood and ore from which we build houses and machinery? Agriculture! It is agriculture, not trade, that forms the true fount of wealth. The mass of the agricultural population, accordingly, the peasant masses whose hands create the wealth of everyone, must be rescued from their boundless misery, protected from feudal exploitation, raised up to well-being! (And in this way I shall also find a market for my goods, the manufacturing capitalist quietly adds.) The great lords of the land, therefore, the feudal barons, into whose hands the whole wealth of agriculture flows, should be the only ones who pay taxes and maintain the state! (Which means, the capitalist again murmurs into his beard with a smile, that I also need pay no taxes.) Agriculture, accordingly, work in the bosom of nature, need only be freed from all the chains of feudalism, for the springs of wealth to flow in their natural abundance for people and state, and the supreme happiness of all people to stand automatically in a necessary harmony with the whole.49

If in these Enlightenment doctrines could be clearly heard already the approaching rumble of the storming of the Bastille [in 1789], the capitalist bourgeoisie soon felt strong enough to throw off the mask of obsequiousness, place itself sturdily in the foreground and demand without beating about the bush the restructuring of the whole state to suit them. Agriculture was in no way the only source of wealth, Adam Smith declared in England in the late eighteenth century. All wage labor that was harnessed to commodity production created wealth, whether on the farm or in manufacture! (Any kind of labor, said Adam Smith; but for him and his followers—who were already no more than a mouthpiece for the emerging bourgeoisie—people who labored were by nature capitalist wage-laborers!) For all wage-labor created, besides the most necessary wage for the worker’s own subsistence, also rent to maintain the lord of the land and a profit as the wealth of the owner of capital, the entrepreneur. And this wealth was all the greater, the larger the number of workers in a workshop who were harnessed to labor under the command of a single capital, and the more detailed and meticulous the division of labor among them. This then was the true natural harmony, the true wealth of nations: from any kind of work, a wage for the laborers, a wage that kept them alive and forced them to further wage-labor; a rent sufficient for the careless life of the lords; and a profit attractive enough to make it worthwhile for the entrepreneur to pursue his business. Everyone is provided for without the clumsy old methods of feudalism. Promoting the “wealth of nations,” therefore, meant promoting the wealth of the capitalist entrepreneur, who keeps the whole system in motion and with it the golden vein of wealth—the bleeding of wage-labor. Away then with all chains and obstacles of the good old days, as well as the more recent paternal methods of the state. Free competition, the free blossoming of private capital, the whole apparatus of taxation and state in the service of the capitalist entrepreneur—and everything will be for the best in this best of all worlds!

This was the economic gospel of the bourgeoisie, with all the wrappings peeled away, and with it political economy finally acquired its fundamental and true form. Of course, the practical reform proposals and advice of the bourgeoisie to the feudal state came to grief as hopelessly as all historic attempts to pour new wine into old bottles. In twenty-four hours the hammer of revolution succeeded in doing what half a century of reforming patchwork had failed to do. It was in fact the conquest of political power that provided the bourgeoisie with the conditions of their supremacy. But political economy, along with the philosophical, social and natural-rights theories of the age of Enlightenment, was above all a means for acquiring self-consciousness, a formulation of the class consciousness of the bourgeoisie and as such a precondition and impulse for the revolutionary act. Even in its palest offshoots, the work of bourgeois world-renovation in Europe was fed by the ideas of classical political economy. The bourgeoisie in England, in its stormy period of struggle for free trade, with which it inaugurated its supremacy on the world market, drew its weapons from the arsenal of Smith and Ricardo. And even the reformers of the Stein-Hardenberg-Scharnhorst era, who wanted to give Prussia’s feudal plunder a more modern touch after the blows received at the battle of Jena,50 if only to enhance its capacity for survival, developed their ideas from the doctrines of the English classics, so that the “young German”51 political economist [Alexander von der] Marwitz could write in 1810 that along with Napoleon, Adam Smith was the most powerful ruler in Europe.52

If we understand then why political economy first arose some hundred and fifty years ago, its later destiny becomes clear from the same point of view. If political economy appears as a science of the particular laws of the capitalist mode of production, its existence and function are evidently linked to the existence of this, and lose their foundation once this mode of production ceases to exist. In other words: political economy as a science has played out its role as soon as the anarchic economy of capitalism makes way for a planned economic order, consciously organized and managed by the whole of working society. The victory of the modern working class and the realization of socialism accordingly mean the end of political economy as a science. This is where a particular connection arises between political economy and the class struggle of the modern proletariat.

If it is the task and object of political economy to explain the laws of the origin, development and spread of the capitalist mode of production, it is an unavoidable consequence that it must as a further consequence also discover the laws of the decline of capitalism, which just like previous economic forms is not of eternal duration, but is simply a transitional phase of history, a rung on the endless ladder of social development. The doctrine of the emergence of capitalism thus logically turns into the doctrine of the decline of capitalism, the science of the mode of production of capital into the scientific foundation of socialism, the theoretical means of the bourgeoisie’s domination into a weapon of the revolutionary class struggle for the liberation of the proletariat.

This second part of the general problem of political economy has of course not been solved by either French or English scholars from the bourgeois class, still less their German counterparts. One man drew the final consequences of the theory of the capitalist mode of production, a man who stood from the start on the class position of the revolutionary proletariat: Karl Marx. With this, socialism and the modern workers’ movement was placed for the first time on an unshakeable foundation of scientific knowledge.

Socialism goes back for thousands of years, as the ideal of a social order based on equality and the brotherhood of man, the ideal of a communistic society. With the first apostles of Christianity, various religious sects of the Middle Ages, and in the German peasants’ war, the socialist idea always glistened as the most radical expression of rage against the existing society. But in this ideal form, which could commend itself to any social milieu at any time, socialism remained no more than a golden fantasy, as unachievable as the appearance of the rainbow against the background of clouds.

It was in the late eighteenth and early nineteenth century that the socialist idea first appeared with vigor and force, freed from religious enthusiasm, but rather as an opposition to the terror and devastation that emerging capitalism wreaked on society. Yet this socialism too was basically nothing but a dream, the invention of individual bold minds. If we listen to the first forerunner of the revolutionary uprisings of the proletariat, Gracchus Babeuf, who carried out an attempted coup during the great French Revolution for the forcible introduction of social equality,53 the only fact on which he was able to base his communist strivings was the gaping inequality of the existing social order. He did not tire, in his passionate articles and pamphlets, likewise in his speech in his own defense before the tribunal that sentenced him to death, of painting this in the most dismal colors. His gospel of socialism was a monotonous repetition of charges against the inequality of the existing order, against the sufferings and pains, the misery and humiliation, of the working masses, at whose expense a handful of idle people grow rich and rule. It was enough for Babeuf that the existing social order deserved to collapse, and it could in fact have been overthrown a hundred years earlier if there had been a group of determined men to seize state power and introduce a regime of equality, as the Jacobins54 of 1795 sought to seize political power and introduce the republic.

The socialist ideas represented by the three great thinkers: [Claude Henri] Saint-Simon and [Charles] Fourier in France, [Robert] Owen in England, in the 1820s and 30s, with far greater genius and brilliance, relied on quite different methods, but essentially rested on the same foundation. Certainly, none of these three had in mind a revolutionary seizure of power for the realization of socialism; on the contrary, they were, like the whole generation that followed the great Revolution [of 1789], disappointed by all social overthrow and all politics, and avowed supporters of purely peaceful propaganda methods. Yet the basis of the socialist idea was the same for all three: in essence, this was simply the project and invention of a mind of genius, who recommended its realization to tortured humanity, in order to redeem them from the hell of the bourgeois social order.

These socialist theories thus remained, despite the force of their criticisms and the spell of their future ideals, without significant influence on the real movements and struggles of contemporary history. Babeuf and his handful of friends sank like a frail bark in the powerful counter-revolutionary wash, without at first leaving any trace but a short illuminating line on the pages of revolutionary history. Saint-Simon and Fourier only founded sects of enthusiastic and talented supporters, who after a while scattered or took new directions, after they had spread rich and fertile stimulus in terms of social ideas, criticisms and initiatives. It was Owen who had most effect on the mass of the proletariat, yet even his influence, after inspiring an elite troop of English workers in the 1830s and 40s, subsequently disappeared without trace.

A new generation of socialist leaders emerged in the 1840s: [Wilhelm] Weitling in Germany, [Pierre Joseph] Proudhon, Louis Blanc and Blanqui in France. The working class, for its part, had already embarked on struggle against the rule of capital, it had given the signal for class struggle in the elemental insurrections of the Lyons silk weavers in France,55 and in the Chartist movement in England. But there was no direct connection between these spontaneous stirrings of exploited masses and the various socialist theories. The revolutionary proletarian masses did not have a definite socialist goal in mind, nor did the socialist theorists seek to base their ideas on a political struggle of the working class. Their socialism was to be realized by cleverly thought-out arrangements, such as Proudhon’s “people’s bank” for fair exchange of goods, or Louis Blanc’s producer associations.56 The only socialist who counted on political struggle as a means to carry out the social revolution was Blanqui, who was in this way the only genuine representative of the proletariat and its revolutionary class interest in this period. But his socialism was basically a project that was achievable at any time, as the fruit of the determined will of a revolutionary minority and a sudden overthrow that this would achieve.

The year 1848 was to see both the culmination and the crisis of this earlier socialism in all its varieties. The Paris proletariat, influenced by traditions of earlier revolutionary struggle and roused by various socialist systems, passionately clung to the vague ideas of a just social order. As soon as the bourgeois monarchy of Louis-Philippe was toppled,57 the Paris workers used their position of power to demand from the terrified bourgeoisie the realization now of the “social republic” and a new “organization of labor.” For the achievement of this program, the proletariat afforded the provisional government the celebrated timeframe of three months, during which time the workers starved and waited, while the bourgeoisie and petty-bourgeoisie quietly armed and prepared the subjection of the workers. The period ended with the memorable butchery of June, in which the ideal of a “social republic” achievable at any time was drowned in the streaming blood of the Paris proletariat.58 The revolution of 1848 did not introduce the realm of social equality, but rather the political rule of the bourgeoisie and an unprecedented upswing of capitalist exploitation under the Second Empire.

At the same time, however, that socialism of the old schools seemed buried forever beneath the demolished barricades of the June insurrection, the socialist idea was placed on a completely new footing by Marx and Engels. These two sought the basis for socialism not in moral repugnance towards the existing social order nor in cooking up all kinds of possible attractive and seductive projects, designed to smuggle in social equality within the present state. They turned to the investigation of the economic relationships of present-day society. Here, in the laws of capitalist anarchy itself, Marx discovered the real starting-point for socialist efforts. If the French and English classics of political economy had discovered the laws by which the capitalist economy lived and developed, Marx took up their work half a century later precisely at the point where they had broken this off. He discovered for his part how these same laws of the present-day social order acted towards their own downfall, by increasingly threatening the existence of society with the spread of anarchy and forming a chain of devastating economic and political catastrophes. It was thus, as Marx showed, the developmental tendencies of the rule of capital itself that at a certain stage of their maturity made necessary the transition to a planned mode of production, consciously organized by the whole working society, if the whole of society and human culture were not to collapse in the convulsions of unleashed anarchy. And the rule of capital hastened this fateful hour ever more energetically by bringing together its future gravediggers, the proletarians, in ever greater masses, by spreading itself over all corners of the earth, producing an anarchic world economy and in this way creating the basis for the proletariat of all countries to combine in a revolutionary world power for the abolition of capitalist class rule. In this way socialism ceased to be a project, a beautiful fantasy or even an experiment of particular groups of workers in separate countries. As the common program of political action of the international proletariat, socialism is a historical necessity, since it is a fruit of the economic developmental tendencies of capitalism.

It is clear then why Marx placed his own economic doctrine outside official political economy, calling it a “critique of political economy.” The laws of capitalist anarchy and its future downfall that Marx brought to light are certainly a continuation of the political economy that was created by bourgeois scholars, but a continuation whose final results stand in very sharp contrast to the points of departure of this. The Marxian doctrine is a child of political economy, but a child that cost its mother her life. Political economy found its completion in Marx’s theory, but also its conclusion as a science. What is still to follow—apart from the detailed development of Marx’s doctrine—is simply the transformation of this doctrine into action, i.e. the struggle of the international proletariat for the realization of the socialist economic order. The end of political economy as a science thus amounts to a world historical act: its transformation into the practice of a world economy organized according to a plan. The final chapter of political-economic doctrine is the social revolution of the world proletariat.

The particular connection between political economy and the modern working class thereby proves to be a reciprocal relationship. If political economy, as this was extended by Marx, is on the one hand more than any other science the indispensable basis for proletarian enlightenment, on the other hand the class-conscious proletariat of today forms the only comprehending and receptive audience for the doctrine of political economy. At an earlier time, it was only with the decaying ruins of the old feudal society before their eyes that [François] Quesnay and [Pierre] Boisguilbert in France, Adam Smith and [David] Ricardo in England, full of pride and enthusiasm for the young bourgeois society and with a firm belief in the impending thousand-year rule of the bourgeoisie and its “natural” social harmony, fearlessly directed their penetrating gaze into the depths of the laws of capitalism.

Since then, the proletarian class struggle that has risen ever more powerfully, and especially the June insurrection of the Paris proletariat, has long since destroyed the faith of bourgeois society in its divine mandate. Since it has eaten from the tree of knowledge of modern class antagonisms, it shuns the classical nakedness in which it showed itself to the creators of its own political economy. It is clear today however that it was these scientific discoveries from which the spokesmen for the modern proletariat drew their most deadly weapons.

For several decades now, therefore, it is not just socialist political economy, but bourgeois political economy as well, in so far as this is genuinely scientific, that finds a deaf ear among the possessing classes. Unable to understand the teachings of their own great ancestors, and still less to accept the Marxian teaching that emerged from these and tolls the death knell of bourgeois society, today’s bourgeois scholars produce under the name of political economy an inchoate brew of garbage from all kinds of scientific ideas and self-interested confusions, no longer pursuing the goal of investigating the real tendencies of capitalism, but only striving for the opposite aim of concealing these tendencies in order to defend capitalism as the best, eternal, and only possible economic order.

Forgotten and betrayed by bourgeois society, scientific political economy now seeks its audience only among the class-conscious proletarians, finding with them not just theoretical understanding but also vigorous fulfillment. It is political economy more than anything else to which Lassalle’s well-known words apply: “If science and the workers, these two opposite poles of society, embrace one another, they will overwhelm in their arms all obstacles of civilization.”XVII

III. MATERIAL ON ECONOMIC HISTORY (I)

1

Our knowledge of the earliest and most primitive economic forms is very recent. In 1847, Marx and Engels wrote in the first classic proclamation of scientific socialism, the Communist Manifesto, that “the history of all hitherto existing society is the history of class struggles.”59 But around the very same time that the creators of scientific socialism announced this notion, it began to be shaken by new discoveries on all sides. Almost every year brought formerly unknown insights into the ancient economic conditions of human society, leading to the conclusion that there must have been enormous stretches of time in past history in which there were not yet class struggles, since there was no division into different social classes, no distinction between rich and poor, and no private property.60

In the years 1851 to 1853, the first of Georg Ludwig von Maurer’s epoch-making works was published in Erlangen, the Einleitung zur Geschichte der Mark-, Hof-, Dorf- und Stadt-Verfassung und der öffentlichen Gewalt [Introduction to the History of the Mark, Court, Village and Town Constitution],61 casting a new light on the Germanic past and the social and economic structure of the Middle Ages. Several decades before, in some particular places—Germany, the Nordic countries and Iceland—people had already stumbled upon remarkable survivals of age-old agricultural arrangements that indicated the former existence of common ownership of land in those places, the existence of an agrarian communism. At first, however, no one knew what to make of these survivals. According to an earlier point of view, widespread since the writings of [Justus] Möser and [Nikolaus] Kindlinger, the cultivation of the soil in Europe was undertaken by individual households, each of whom was allocated a separate holding that was the household’s private property. Only in the later Middle Ages, it was believed, were the formerly scattered dwellings brought together into villages for the sake of greater security, and the formerly separated household plots bundled together as village ones. Improbable on closer consideration as this notion appears, the most unbelievable thing is what has to be assumed about its origin, i.e. that dwellings often quite far removed from one another were torn down simply to rebuild them in a different place, and further, that each person voluntarily gave up the convenient situation of his private fields around his house, which he was free to cultivate how he liked, in order to receive land that was divided into narrow strips scattered across open fields, whose cultivation was completely dependent on his fellow-villagers—unlikely as this theory was, it continued all the same to prevail until the mid nineteenth century. Maurer was the first to combine these various particular discoveries into a bold and wide-ranging theory, and he demonstrated conclusively, on the basis of immense factual material and the profoundest research in old archives, proclamations and legal institutions, that common property in land did not arise for the first time in the late Middle Ages, but was rather the typical and general age-old form of the Germanic settlements in Europe from the very beginning. Two thousand years ago and still earlier, in that first misty age of the Germanic people, who did not yet have any written history, the prevailing conditions were fundamentally different from those of today. There was then among the Germans no state with written obligatory laws, no divide between rich and poor, rulers and workers. They formed free tribes and clans, which wandered across Europe for a long time until they settled first temporarily and eventually permanently. The first cultivation of land in Germany, as Maurer showed, was undertaken not by individuals, but by whole clans and tribes, as it was in Iceland by larger societies known as frändalid and skulldalid—i.e. friendships and retinues.62 The oldest information about the ancient Germans, which we have from the Romans, authenticates this notion, as does the examination of institutions that have survived. The first peoples who populated Germany were migrating pastoralists. Like other nomads, stock raising and the possession of rich meadows for this was their main concern. In the long run, however, they could not exist without agriculture as well, as was also the case with other migrant peoples old and new. And it was precisely in this condition of nomadic economy mixed with agriculture, yet with stock-raising still apparently their main activity and cultivation something subordinate, that Julius Caesar found the Germanic populations of the Suevi or Swabians.63 Similar conditions, customs and institutions were also noted among the Franks, Allemanni, Vandals64 and other Germanic tribes. All these Germanic populations settled as coherent tribes and clans, rapidly cultivating the land and gathering together whenever more powerful tribes pressed one way or another, or their pasture was no longer sufficient. Only when the migrating tribes had become peaceful and none of the others any longer pressed them, did they remain for a longer time in these settlements and thus gradually acquired fixed territories. This settling down, however, whether at an earlier or a later date, whether on virgin land or on former Roman or Slavic possessions, took place by whole tribes and clans. In this process, each tribe, and each clan within a tribe, took over a particular area, which then belonged in common to everyone involved. The ancient Germans did not know any meum and tuum65 in connection with land. Each clan rather formed as it settled a so-called mark community, which cultivated, partitioned and worked in common the land that it held. Each individual received by lot a share of the fields, which he was only given to use for a definite time, the strictest equality being observed in this sharing of the land. All economic, legal and general affairs of these mark communities, which generally also formed a “hundred” of arms-bearing men, were handled by the assembly of mark members itself, and this also chose the mark leader and other public officials.

It was only in mountain, forest or marshy districts, where lack of space or cultivable land made denser settlement impossible, as for example in the Odenwald,66 Westphalia and the Alps, that the Germans settled as individual households. Yet these too formed into communities, with meadows, woods and pastures rather than fields being the common property of the whole village, the so-called “common land” (Allmende), and all public affairs being dealt with by the mark community.

The tribe, as the ensemble of many such mark communities, generally around a hundred, most often came into play only as the highest judicial and military unit. This mark-community organization, as Maurer showed in the twelve volumes of his great work, formed the foundation as well as the smallest cell of the whole social network, from the very start of the Middle Ages through to quite recent modern times, with feudal manors, villages and towns, in different modifications, all emerging out of it, and its ruins can be seen right to the present day in certain districts of Central and Northern Europe.

When the first discoveries of age-old common property in land in Germany and the Nordic countries became known, the theory was put forward that this was a particular and specifically Germanic institution, which could only be explained in terms of the particularities of the Germanic national character. Although Maurer himself was quite free from this national view of Germanic agricultural communism, and pointed out similar examples among other peoples, it generally remained a fixed assertion in Germany that the old rural mark community was a peculiarity of Germanic public and legal relations, an emanation of the “Germanic spirit.” Yet almost at the same time as Maurer’s first publications on the ancient village communism of the Germans, new discoveries came to light in a quite different part of the European continent. Between 1847 and 1852, the Westphalian Baron von Haxthausen, who had traveled in Russia in the early 1840s at the invitation of Tsar Nicholas I, published in Berlin his Studien über die inneren Zustände, das Volksleben und insbesondere die ländlichen Einrichtungen Russlands [Studies on the Internal Conditions of Russia, the Life of its People and Especially its Rural Institutions].67 From this work the world learned to its astonishment that in the east of Europe fully analogous institutions still persisted. The age-old village communism, whose ruins in Germany had to be unveiled with difficulty from the overlays of later centuries and millennia, was suddenly found alive and kicking in the enormous empire to the east. In both the book mentioned above, and in his later work published in 1866 in Leipzig on Die ländliche Verfassung Russlands [The Rural Constitution of Russia],68 Haxthausen demonstrated that the Russian peasants knew nothing of private property in fields, meadows and woods, the village as a whole being the real owner of these, while individual peasant families obtained only temporary use of parcels of land—by drawing lots just as with the ancient Germans.69 In Russia, at the time when von Haxthausen traveled and investigated, serfdom was still in full force, and at first glance it was thus all the more striking that under the rigid surface of a harsh serfdom and a despotic state apparatus the Russian village presented a little closed-off world unto itself, with rural communism and the communal handling of all public affairs by the village assembly, the mir.70 The German discoverer of these peculiarities explained the Russian rural commune as a product of the ancient Slavic family community, as this is still found among the southern Slavs of the Balkan countries and as it fully existed in the Russian law books of the twelfth century and later. Haxthausen’s discovery was seized on with jubilation by a whole intellectual and political tendency in Russia, by Slavophilism.71 This tendency, bent on a glorification of the Slavic world and its particularities, its “unspent force” as against the “lazy West” with its Germanic culture, found in the communist institutions of the Russian peasant community its strongest point of support over the next two or three decades.72 Depending on the respective reactionary or revolutionary branch that Slavophilism divided into, the rural community was seen either as one of the three authentic basic Slavic institutions of Russiandom: Greek Orthodox belief, tsarist absolutism, and peasant-patriarchal village communism, or conversely as a suitable point of support for introducing a socialist revolution in Russia in the immediate future, and thus making much earlier than in Western Europe the leap directly into the promised land of socialism.73 The opposing poles of Slavophilism both completely agreed, however, that the Russian rural community was a specifically Slavic phenomenon, explicable in terms of the particular national character of the Slavic tribes.

In the meantime, another moment in the history of the European nations had appeared, bringing them into contact with new regions of the world and making them very perceptibly aware of particular public institutions and age-old cultural forms that belonged neither to the Germanic nor to the Slavic orbit. This time it was not a matter of scientific investigations and learned discoveries, but rather the heavy-handed interests of the European capitalist states and their experiences in practical colonial policy. In the nineteenth century, in the age of capitalism, European colonial policy struck out on new paths. It was no longer, as in the sixteenth century with the first attack on the New World, a matter of the speediest plunder of the treasures and natural wealth of the newly discovered tropical lands in terms of precious metals, spices, valuable adornments and slaves, in which the Spanish and Portuguese had achieved so much. Nor was it a matter of important opportunities for trade, with various raw materials from overseas countries being imported for the European market, and valueless trash and plunder being pressed on the indigenous peoples of these countries, in which the Dutch of the seventeenth century were the pioneers and served as a model for the English. Now, as well as these earlier methods of colonization, which are still in full bloom here and there today and have never gone out of style, we had a new method of more persistent and systematic exploitation of the population of the colonies for the enrichment of the “home country.” This was designed to serve two purposes: first, the actual seizure of land as the most important material source of wealth in each country, and second, the continuous taxation of the broad mass of the population. In this double effort, the European colonial powers necessarily came up against a remarkable rock-hard obstacle in all these exotic lands, i.e. the particular property institutions of the indigenous peoples, which opposed a most stubborn resistance to plundering by the Europeans. In order to seize land from the hands of its former proprietors, it was first necessary to establish who these proprietors were. In order not just to decree taxes, but also to be able to collect them, it had to be established who was liable for such taxes. Here the Europeans in their colonies came upon relationships quite foreign to them, which directly overturned all their notions of the sanctity of private property. The English in South Asia had the same experience of this as the French did in North Africa.

The conquest of India by the English, begun in the early seventeenth century with the gradual seizure of the entire coastline and Bengal, only ended in the nineteenth century with the subjection of the highly important Punjab in the north. After political subjection, however, came the difficult work of the systematic exploitation of India. Everywhere they went, the English experienced the greatest surprise: they found the most varied peasant communities, large and small, which had occupied the land for millennia, cultivating rice and living in quiet, orderly conditions, but—oh horror!—no private owner of the land was to be found anywhere in these tranquil villages. No matter whom you asked, no one could call the land or the parcel he worked his own, i.e. no one was allowed to sell, lease, mortgage it or pawn it for arrears of taxation. All the members of these communities, which sometimes embraced whole large clans, sometimes only a few families who had branched off from the clan, stuck doggedly together, and ties of blood were everything to them, while individual ownership was nothing. Indeed, the English to their amazement were forced to discover on the banks of the Indus and the Ganges similar models of rural communism against which even the communist customs of the ancient Germanic mark or Slavic village community seemed almost like the fall into private property.

As the English tax authorities reported from India in 1845, “We can see no permanent shares. Each possesses the share that he cultivates only as long as the agricultural work continues. If a share is left untilled, it falls back into common land and can be taken over by anyone else, on condition that he cultivates it.”XVIII

At the same time, a government report on the administration of Punjab from 1849 to 1851 stated:


It is highly interesting to observe how strong the sentiment of blood kinship is in this community, and the consciousness of stemming from a common ancestor. Public opinion so strictly insists on the maintenance of this system that we not uncommonly see how persons are allowed into it even if their ancestors had not participated in this common ownership for one or even two generations.XIX



“With this form of possession of land,” wrote the report of the English state council on the Indian clan community, “no member of the clan can prove that he owns this or that part of the common land, but only that he possesses it for temporary use. The products of the common economy are placed in a common bank, from which all needs are met.”XX Here, therefore, we have no distribution of the fields at all, even for the agricultural season; the peasants of the community possess and work their fields undividedly and in common, they bring the harvest into a common village store, which the capitalist eye of the English had to see as a “bank,” and fraternally meet their modest needs from the fruits of their common labor. In the northwestern corner of the Punjab, close to the border with Afghanistan, other very remarkable customs were encountered, which scorned any notion of private property. Here, while the fields were indeed divided and even periodically changed around, it was not—what a miracle!—individual families that exchanged their plots with one another, instead whole villages rotated their land every five years, with the whole community migrating. As the English tax commissioner James wrote from India in 1852 to his superiors: “I cannot fail to mention a most peculiar custom that has persisted in some districts until today: I mean the periodic exchange of lands between individual villages and their subsections. In some districts only fields are exchanged, in others even dwelling houses.”XXI

Once again, therefore, we have the particular characteristics of a certain family of peoples, this time an “Indian” peculiarity. The communist institutions of the Indian village community, however, indicate their traditional age-old character both by their geographical location and particularly by the strength of blood ties and kinship relations. It was precisely the earliest forms of communism preserved in the oldest inhabited parts of India, the north-west, that clearly indicated the conclusion that communal property along with strong ties of kinship was attributable to thousand-year-old customs, linked with the first settlements of the immigrant Indians in their new home, present-day India. Sir Henry Maine, professor of comparative law at Oxford and former member of the government of India, took the Indian rural community as the subject of his lectures as early as 1871,74 placing it alongside the mark communities that Maurer had demonstrated in Germany and [Erwin] von Nasse in England,75 as age-old institutions of the same character as the Germanic rural communities.

The venerable age of these communist institutions also struck the amazed English in a further way, i.e. by the stubbornness with which they resisted the tax and administration skills of the colonizers. It took a struggle of decades, with every kind of coup de main, enormity, and unscrupulous attack on the people’s old laws and prevailing notions of right, before they could bring about an incurable confusion of all property relations, general insecurity and the ruin of the great mass of peasants. The old ties were broken, the quiet seclusion of village communism torn asunder and replaced by discord, disharmony, inequality and exploitation. The result was enormous latifundia on the one hand, and an immense mass of millions of dispossessed peasant tenants on the other. Private property celebrated its entry in India, and with it typhus and scurvy due to hunger became a constant presence in the marshes of the Ganges.

But even if, in the wake of the discoveries of the English colonizers in India, this ancient rural communism, already now found among three such major branches of the great Indo-Germanic family of peoples—Germanic, Slavic and Indian—was seen as an ancient peculiarity of the Indo-Germanic group of peoples, uncertain as this ethnographic concept may be, the concurrent discoveries of the French in Africa already went far beyond this orbit. What we had here were discoveries that showed among the Arabs and Berbers of North Africa exactly the same institutions as had been found at the heart of Europe and on the Asian continent.

Among the Arabic nomadic herdsmen, land was the property of the clan. This clan property, so the French scholar [Rodolpho] Dareste wrote in 1852,76 was handed down from generation to generation, and no individual Arab could point to a piece of land and say: This is mine.

Among some branches of the Kabyles,77 who had been completely Arabized, the clan associations had already very much decayed, yet the power of the clans still remained strong: they took common responsibility for taxes; they bought livestock together for division among the different branches of a family as food; in all disputes over possession of land the clan council was the highest authority; settlement among the Kabyles always required the agreement of the clans; and the clan council likewise disposed of uncultivated lands. The prevailing rule, however, was the undivided property of a family, which did not just include in the present-day European sense an individual couple, but was rather a typically patriarchal family, like that of the ancient Israelites as described in the Bible—a large circle of kinship, consisting of father, mother, sons and their wives, children and grandchildren, uncles, aunts, nephews and cousins. In this circle, said another French researcher, [Aristide] Letourneux, in 1873,78 it was the custom for the oldest family member to dispose of the undivided property, though he was in fact chosen for this office by the family, while in all more important cases, in particular where the sale and purchase of land was involved, the whole family council had to be consulted.

This was the situation with the population of Algeria at the time that the French colonized it. France had the same experience in North Africa as the English had in India. Everywhere, the European colonial policy met with stubborn resistance on the part of age-old social associations and their communistic institutions, which protected individuals from the exploitative grip of European capital and European financial policy.

At the same time as these new discoveries, a half-forgotten memory from the first days of European colonialism and its quest for booty in the New World now appeared in a new light. The yellowed chronicles of the Spanish state archives and monasteries preserved the curious tale from centuries ago of the miraculous South American country where already in the age of the great discoveries the Spanish conquistadores had found the most remarkable institutions. The hazy reports of this South American land of marvels found their way into European literature already in the seventeenth and eighteenth centuries, reports of the empire of the Incas, which the Spanish had discovered in what is now Peru and where the people lived with complete common property under the paternal theocratic government of generous despots. The fantastic ideas of this legendary communist realm in Peru persisted so stubbornly that in 1875 a German writer could refer to the Inca kingdom as “almost unique in human history” in being a social monarchy on a theocratic foundation, in which “the greater part of what the Social Democrats strive for today as their conceived ideal, but at no time have achieved,” was carried out in practice.XXII In the meantime, however, more exact material on this remarkable land and its customs had appeared.

In 1840, an important original report by Alonzo de Zurita, one-time auditor to the royal council in Mexico, on administration and agrarian relations in the former Spanish colonies, was published in French translation.79 And in the mid-nineteenth century, even the Spanish government was stirred to rescue old information about the conquest and administration of Spain’s American possessions from the archives and bring it to light. This made a new and important documentary contribution to the material on social conditions of ancient precapitalist stages of culture in overseas lands.

Already on the basis of Zurita’s reports, the Russian scholar Maksim Kovalevsky concluded in the 1870s that the legendary realm of the Incas in Peru had been simply a country in which the same age-old agrarian communist relations prevailed that Maurer had already found in many places among the ancient Germans, and that were the predominant form not just in Peru but also in Mexico and throughout the new regions of the world conquered by the Spanish. Later publications made possible an exact investigation of the old Peruvian agrarian relations, and revealed a new picture of primitive rural communism—again in a new part of the world, among a different race, at a quite different cultural stage and in a quite different era, than had been the case with previous discoveries.

Here we had an age-old agrarian communist constitution, which—prevailing from time immemorial among the Peruvian tribes—was still fully alive and well at the time of the Spanish invasion. Here too, a kinship association, the clan, was the only proprietor of the land in each village, or in a few villages together, and here too, the arable land was divided into lots and distributed annually by lot to the members of the village; here too public affairs were settled by the village community, which also elected the village head. Indeed, on the distant continent of South America, among the Amerindians, living traces were found of a communism so far-reaching as seemed quite unknown in Europe: there were immense common buildings, where whole clans lived in common quarters with a common burial place. It was said of one such quarter that it was occupied by more than 4,000 men and women. The capital of the so-called Inca emperor, the town of Cuzco, consisted of several such common quarters, each of which bore the particular name of a clan.80

From the mid-nineteenth century, therefore, through to the 1870s, a wealth of material came to light that eroded and soon tore to shreds the old idea of the eternal character of private property and its existence from the beginning of the world. After agrarian communism had been discovered as a peculiarity of the Germanic people, then as something Slavic, Indian, Arab-Kabyle, or ancient Mexican, as the marvel state of the Peruvian Inca and in many more “specific” races of people in all parts of the world, the conclusion was unavoidable that this village communism was not at all a “peculiarity” of a particular race of people or part of the world, but rather the general and typical form of human society at a certain level of cultural development. The first reaction of official bourgeois science, i.e. political economy, was obstinately to resist this knowledge. The English school of Smith and Ricardo, which prevailed throughout Europe in the first half of the nineteenth century, simply denied the possibility of common property in land. Just as earlier on the crude ignorance and narrow-mindedness of the first Spanish, Portuguese, French and Dutch conquerors in newly discovered America completely failed to understand the agrarian relations of the indigenous population, and in the absence of private owners simply declared the whole land “property of the emperor,” available to the exchequer, so in the age of bourgeois “enlightenment,” the great luminaries of political-economic learning proceeded in the same way. In the seventeenth century, for example, the French missionary [Jean-Antoine] Dubois wrote about the Indians: “The Indians possess no property in land. The fields that they work are the property of the Mongol government.”81 And a medical doctor of the Montpellier faculty, François Bernier, who traveled the lands of the great Mogul in Asia and published in Amsterdam in 1699 a very well-known description of these countries, exclaimed in amazement: “These three states, Turkey, Persia, and India, have denied the concept of meum and tuum in relation to the ownership of land, a concept that is the foundation of everything fine and good in the world.”82 Exactly this same crass ignorance and lack of understanding of everything that appeared different from capitalist culture was shown by the scholar James Mill, father of the celebrated John Stuart Mill, when he wrote in his history of British India: “On the basis of all the facts we have considered, we can only reach one conclusion, that landownership in India fell to the conqueror, for if we were to assume that he was not the landowner, we would not be in a position to say who the owner was.”83

The idea that ownership of land simply belonged to the Indian peasant communities who had worked it for millennia, that there could be a country, a great social culture, in which land was not a means for exploiting the labor of others, but simply the foundation of the existence of working people themselves, was something that the brain of a great scholar of the English bourgeoisie was unable to accept. This almost touching limitation of the intellectual horizon to the four walls of the capitalist economy only shows that the official science of the bourgeois enlightenment has an infinitely narrower horizon and cultural-historical understanding than the Romans had two thousand years ago, with their generals like Caesar, and historians like Tacitus, handing down to us extremely valuable insights and descriptions on the economic and social relations of the Germanic barbarians that they saw as strange and savage.

Just as today, so previously too, bourgeois political economy as the intellectual defense forces of the prevailing form of exploitation had less understanding than any other science of different forms of culture and economy, and it was reserved for branches of science that were somewhat more removed from the direct conflict of interest and struggle between capital and labor, to recognize in the communist institutions of earlier times a generally prevailing form of economic and cultural development at a certain stage. It was jurists such as Maurer and Kovalevsky, and the English law professor and state councilor for India, Sir Henry Maine, who first came to understand agrarian communism as an international primitive form of development that appeared among all races and in all parts of the world. And it was a legally trained sociologist, the American Lewis Henry Morgan, who discovered the necessary social structure of primitive society as the basis for this economic form.84

The great role of kinship ties among the ancient communist village communities struck scholars, both in India and in Algeria, as well as among the Slavs. In the wake of Maurer’s studies, it was established in the case of the Germans that it was always in the form of clans, i.e. kinship groups, that they pursued their settlement in Europe. The history of the antique Greeks and Romans showed all along the line that the clan had always played the greatest role for them, as a social group, an economic unit, a legal institution and a closed circle of religious practice. Finally, almost all reports of travelers in so-called savage countries agreed remarkably on the fact that, the more primitive a people was, the greater the role of kinship ties in the life of that people, and the more that these governed their economic, social and religious relations and ideas.85

Scientific research was thus presented with a new and highly important problem. What actually were these kinship ties that were so important in ancient times, how had they come to be formed, what was their connection with economic communism and economic development in general? On all these questions, it was Morgan who first offered an insight in his epoch-making book Ancient Society. Morgan, who had spent a large part of his life among an Indian tribe of Iroquois in the state of New York, and had made a most thorough study of the conditions of this primitive hunting people, came by comparing his own results with facts known about other primitive peoples to a new and wide-ranging theory about the forms of development of human society over the immense expanses of time that preceded any historical information. Morgan’s pioneering ideas, which retain their full validity today despite the wealth of new material that has since appeared and corrected several details of his presentation, can be summarized as follows.

1. Morgan was the first to bring scientific order into prehistoric cultural history, both by defining its particular stages and also by revealing the underlying driving force of this development. Until then, the immense temporal extents of social life that preceded any written history, as well as the social relations of the primitive peoples still living today, with all their motley wealth of forms and stages, formed an uncharted chaos, from which only individual chapters and fragments had been brought to light by scientific research here and there. In particular, the descriptions “savagery” and “barbarism,” which were customarily used as a summary description of these conditions, had only a meaning as negative concepts, descriptions of the lack of everything that was considered characteristic of “civilization,” i.e. of well-mannered human life as seen through contemporary eyes. From this point of view, properly mannered social life, appropriate to human dignity, began only with those conditions described in written history. Everything that belonged to “savagery” and “barbarism” indifferently formed only an inferior and embarrassing stage prior to civilization, a half-animal existence which present-day civilized humanity could only regard with condescending disparagement. Just as the official representatives of the Christian church regard all primitive and pre-Christian religions as simply a long series of errors in the quest of humanity for the only true religion, so for the political economists all primitive forms of economy were merely unsuccessful attempts that preceded the discovery of the one true form of economy: that of private property and exploitation with which written history and civilization begins. Morgan dealt this conception a decisive blow by portraying the whole of primitive cultural history as an equally valid—indeed an infinitely more important—part in the uninterrupted developmental sequence of humanity, infinitely more important both on account of its infinitely longer duration in comparison with the tiny section of written history, and also on account of the decisive acquisitions of culture that were made precisely in that long dawn of human social existence. By filling the descriptions “savagery,” “barbarism” and “civilization” for the first time with a positive content, Morgan made them into precise scientific concepts and applied them as tools of scientific research. For Morgan, savagery, barbarism and civilization are three sections of cultural development, separated from each other by quite particular material characteristics, and themselves each breaking down into a lower, middle and upper stage, which again are distinguished by particular concrete achievements and advances. Pedantic know-alls today may rail that the middle stage of savagery could not simply begin, as Morgan believed, with fishing, the upper stage with the invention of the bow and arrow, and so on, since in several cases the sequence was the other way round, and in other cases was dependent on natural conditions—objections that can indeed be made against any historical classification, if this is conceived as a rigid schema of absolute validity, an iron fetter on knowledge instead of a living and flexible guideline. Morgan’s epoch-making service remains exactly the same, that he originated the investigation of prehistory with this first scientific classification of preconditions, just as it is Linnaeus’s service to have supplied the first scientific classification of plants. Yet there is one great difference. [Carl] Linnaeus, as we well know, took as the basis of his systematization of plants a very usable but purely external characteristic—the sexual organs of plants—and this first makeshift had later, as Linnaeus himself well recognized, to make way for a deeper natural classification from the standpoint of the developmental history of the plant world. Morgan, on the contrary, made his most fruitful contribution to research precisely by the choice of the basic principle on which he built his system: he made the starting point of his classification the proposition that it is the kind of social labor, production, that in each historical epoch from the first beginnings of culture plays the main role in determining human social relations, and that its decisive advances are likewise so many milestones in this development.

2. Morgan’s second great achievement bears on the family relations of primitive society. Here too, on the basis of comprehensive material that he obtained by an international survey, he laid down the first scientifically founded sequence of developmental forms of the family, from the earliest forms of quite primitive society through to today’s prevailing monogamy—i.e. legally established permanent marriage of a single couple, with the dominant position of the man. Of course, here too material has emerged to require several corrections of detail to Morgan’s developmental schema of the family. The basic lines of his system, however, as the first ladder of human family forms derived strictly from the idea of development, from the grey of prehistory through to the present, remain a lasting contribution to the treasury of social science. This area, too, Morgan enriched not simply by his systematic conception, but also by a fundamental idea of genius about the relationship between the family relations of a society and its prevailing kinship system. Morgan was the first to draw attention to the striking fact that among many primitive peoples the actual relations of sexuality and descent, i.e. the actual family, do not coincide with the kinship categories that people ascribe one another, or with the reciprocal duties that derive from these ascriptions. He was the first to find an explanation for this puzzling phenomenon purely in materialist and dialectical terms. “The family,” he says, “represents an active principle. It is never stationary, but advances from a lower to a higher form as society advances from a lower to a higher condition.… Systems of consanguinity, on the contrary, are passive; recording the progress made by the family at long intervals apart, and only changing radically when the family has radically changed.”86

We find, then, that among primitive peoples, systems of consanguinity remain valid that correspond to an earlier and already superseded form of family, just as people’s ideas and notions generally remain tied for a long while to conditions that have been superseded by the actual material development of society.

3. On the basis of the developmental history of family relations, Morgan offered the first exhaustive investigation of the ancient clan associations that are found at the beginning of historical tradition among all civilized peoples—among the Greeks and Romans, the Celts and Germans, the ancient Israelites—and that still exist among most primitive peoples that survive today. He showed that these associations resting on blood relationship and common descent are on the one hand only a high stage in the development of the family, while on the other hand they are the basis of the whole social life of peoples—in those long stretches of time when there was not yet a state in the modern sense, i.e. no organization of political compulsion on a fixed territorial basis. Each tribe, which itself consisted of a certain number of clan associations, or, as the Romans called them, gentes, had its own territory, which belonged to it as a whole, and in each tribe the clan association was the unit in which a common household was run communistically, in which there were no rich and poor, no idlers and workers, no masters and slaves, and where all public affairs were dealt with by the free vote and decision of all. As a living example of these relations that all peoples of present-day civilization went through, Morgan described in detail the gens87 organization of the American Indians, which was in full bloom at the time of the conquest of America by the Europeans:


All the members of an Iroquois gens were personally free, and they were bound to defend each other’s freedom; they were equal in privileges and in personal rights, the sachem and chiefs claiming no superiority; and they were a brotherhood bound together by the ties of kin. Liberty, equality, and fraternity, though never formulated, were cardinal principles of the gens. These facts are material, because the gens was the unit of a social and governmental system, the foundation upon which Indian society was organized. A structure composed of such units would of necessity bear the impress of their character, for as the unit so the compound. It serves to explain that sense of independence and personal dignity universally an attribute of Indian character.88



4. The gentile organization led social development to the threshold of civilization, which Morgan characterizes as that brief recent epoch of cultural history in which private property arose on the ruins of communism and with it a public organization of compulsion: the state and the exclusive dominance of man over woman in the state, in property right and in the family. In this relatively brief historical period fall the greatest and most rapid advances in production, science and art, but also the deepest fissure of society by class antagonism, the greatest misery for the mass of the people and their greatest enslavement. Here is Morgan’s own judgment on our present-day civilization, with which he concludes the results of his classical investigation:


Since the advent of civilization, the outgrowth of property has been so immense, its forms so diversified, its uses so expanding and its management so intelligent in the interests of its owners, that it has become, on the part of the people, an unmanageable power. The human mind stands bewildered in the presence of its own creation. The time will come, nevertheless, when human intelligence will rise to the mastery over property, and define the relations of the state to the property it protects, as well as the obligations and the limits of the rights of its owners. The interests of society are paramount to individual interests, and the two must be brought into just and harmonious relations. A mere property career is not the final destiny of mankind, if progress is to be the law of the future as it has been of the past. The time which has passed away since civilization began is but a fragment of the past duration of man’s existence; and but a fragment of the ages yet to come. The dissolution of society bids fair to become the termination of a career of which property is the end and aim; because such a career contains the elements of self-destruction. Democracy in government, brotherhood in society, equality in rights and privileges, and universal education, foreshadow the next higher plane of society to which experience, intelligence and knowledge are steadily tending. It will be a revival, in a higher form, of the liberty, equality and fraternity of the ancient gentes.89



Morgan’s achievement had wide-ranging significance for the knowledge of economic history. He placed the ancient communistic economy, which up till then had only been discovered in isolated individual cases and not explained, on the broad footing of a consistent and general cultural development, and particularly of the gens constitution. Primitive communism, with the democracy and social equality that went together with it, were thereby shown to be the cradle of social development. By this expansion of the horizon of the prehistoric past, he showed the whole present-day civilization, with private property, class rule, male supremacy, state compulsion and compulsory marriage, as simply a brief transition phase that, just as it arose itself from the dissolution of age-old communist society, is bound to make way in turn in the future for higher social forms. In this way, however, Morgan gave powerful new support to scientific socialism. While Marx and Engels showed by way of the economic analysis of capitalism the unavoidable historical transition of society to the communist world economy in the very near future, thus giving socialist efforts a firm scientific basis, Morgan in a certain sense supplied the work of Marx and Engels90 with a full and powerful underpinning, by demonstrating that a communist and democratic society, even if in different and more primitive forms, embraced the whole long past of human cultural history prior to present-day civilization. In this way, the noble survivals of the dim past offered a hand to the revolutionary efforts of the future, the circle of knowledge was harmoniously closed, and from this perspective the present-day world of class rule and exploitation, which presented itself as the one and only world of civilization, the highest aim of world history, appeared as a tiny transitional stage on the great forward march of human culture.91

2

Morgan’s “ancient society” formed as it were a subsequent introduction to the Communist Manifesto of Marx and Engels. It was only natural that it should provoke a reaction in bourgeois science. Within two or three decades from the mid-nineteenth century, the concept of primitive communism made its entry into science on all sides. As long as it was a question of honorable “Germanic antiquity,” “Slavic tribal peculiarities’, or the historical excavation of the Peruvian Inca state and the like, these discoveries did not overstep the realm of scientific curiosities, without contemporary significance or any direct connection to the interests and struggles of today’s bourgeois society. So much so that staunch conservative or moderately liberal statesmen such as Ludwig von Maurer or Sir Henry Maine could claim the greatest merit for these discoveries. Soon, however, such a connection was established, in two different directions. Colonial policy, as we have seen, involved a collision of palpable material interests between the bourgeois world and primitive communist conditions. The more that the capitalist regime began to establish itself as all-powerful in Western Europe after the mid-nineteenth century, in the wake of the storms of the February revolution of 1848, the sharper this collision grew. At the same time, and precisely after the February revolution, a new enemy within the camp of bourgeois society, the revolutionary workers’ movement, played an ever-greater role. After the June days of 1848 in Paris, the “red specter” never again vanished from the public stage, and in 1871 it reappeared in the dazzling light of the struggle of the Commune, to the fury of the French and international bourgeoisie. In the light of these brutal class struggles, primitive communism as the latest discovery of scientific research showed a dangerous face. The bourgeoisie, clearly affected in their class interests, scented an obscure connection between the ancient communist survivals that put up stubborn resistance in the colonial countries to the forward march of the profit-hungry “Europeanization” of the indigenous peoples, and the new gospel of revolutionary impetuousness of the proletarian mass in the old capitalist countries. When the French National Assembly was deciding the fate of the unfortunate Arabs of Algeria in 1873, with a law on the compulsory introduction of private property,92 it was repeatedly said, in a gathering where the cowardice and bloodlust of the conquerors of the Paris Commune still trembled, that the ancient common property of the Arabs must at any cost be destroyed, “as a form that supports communist tendencies in people’s minds.”93 In Germany, meanwhile, the glories of the new German Empire, the “founders’ time”94 and the first capitalist crash of the 1870s,95 with Bismarck’s “blood and iron” regime and the anti-Socialist law,96 greatly inflamed class struggles and made even scientific research uncomfortable. The unmatched growth of German Social Democracy,97 as the theories of Marx and Engels become flesh, sharpened to an extraordinary degree the class instinct of bourgeois science in Germany, and a reaction against the theories of primitive communism now set in most forcefully. Cultural historians such as [Julius] Lippert and [Heinrich] Schurtz, political economists such as [Karl] Bücher, sociologists such as [Carl Nicolai] Starcke, [Edward] Westermarck and [Ernst] Grosse, now united in a keen combat against the doctrine of primitive communism, and particularly Morgan’s theory of the development of the family and the previously universal prevalence of a kinship constitution with equality between the sexes and general democracy. This Herr Starcke, for example, in his Primitive Familie of 1888,XXIII called Morgan’s hypotheses about kinship systems a “crazy dream … not to say a feverish delusion.”XXIV But more serious scholars, too, such as Lippert, author of the best cultural history that we have, took the field against Morgan. Basing themselves on obsolete and superficial reports of eighteenth-century missionaries who were completely untrained in economics or ethnology, and themselves quite ignorant of Morgan’s wide-ranging studies, Lippert described the economic conditions of the North American Indians, the very same people whose life with its finely developed social organization Morgan had penetrated more thoroughly than anyone else, as evidence that among hunting peoples in general there is no common regulation of production and no “provision” for the totality and for the future, rather nothing but a lack of regulation and consciousness. The foolish distortion by narrow-minded European missionaries of the communist institutions that actually existed among the Indians of North America was taken over by Lippert quite uncritically, as shown for example by the following quotation he offers from the history of the mission of the Evangelical Brothers among the Indians of North America by [Georg Heinrich] Loskiel in 1789. “Many among them” (the American Indians), says our excellently oriented missionary,


are so lethargic that they do not plant for themselves, but rather rely completely on others’ not refusing to share their stores with them. Since in this way the more diligent do not benefit from their work any more than the idlers, as time goes on ever less is planted. If a hard winter comes, so that deep snow prevents them from going hunting, it is easy for a general famine to arise, which often leads to many people dying. Hunger then leads them to eat the roots of grass and the inner bark of trees, particularly of young oaks.98



“By a natural connection, therefore,” Lippert adds to the words of his source, “the relapse into earlier carelessness leads to a relapse to an earlier way of life.” And in this Indian society, in which no one “may refuse” to share his store of provisions with others, and in which an “Evangelical Brother” constructs in a quite evidently arbitrary fashion the inevitable division between the “diligent” and the “idlers” along European lines, Lippert finds the best proof against primitive communism:


Still less at such a stage does the older generation care to equip the younger generation for life. The Indian is already far removed from primitive man. As soon as someone has a tool, he has the concept of ownership, but only limited to this. This concept the Indian already has at the lower stage; but in this primitive ownership any communist trait is lacking; the development begins with the opposite.XXV [Emphasis R.L.]



Professor Bücher opposed to the primitive communist economy his “theory of individual search for food” on the part of primitive peoples, and the “immeasurable stretches of time” in which “people existed without working.”XXVI For the cultural historian Schurtz, however, Professor Bücher with his “insight of genius” is the prophet that he follows blindly.XXVII The most typical and energetic representative of reaction, however, against the dangerous doctrines of primitive communism and the gentile constitution, and against Morgan as the “church father of German socialism,”XXVIII is Herr Ernst Grosse. At first sight, Grosse is himself a supporter of the materialist conception of history, i.e. he attributes various legal, kinship and intellectual forms of social life to the prevailing relations of production as their determining factors. “Only a few cultural historians,” he says in his Anfänge der Kunst [The Beginnings of the Arts] published in 1894,


seem to have grasped the full significance of production. It is however far more easy to underestimate this than to overestimate it. Economic activity is likewise the center of life of every cultural form; it influences all the other factors of culture in the deepest and most irresistible way, while being itself determined not so much by cultural factors as by natural ones—geographical and meteorological. It would be correct in a certain sense to call the form of production the primary cultural phenomenon, besides which all other branches of culture appear only as derivative and secondary; not of course in the sense that these other branches have arisen from the stem of production, but rather because, despite their independent origins, they have always been formed and developed under the overwhelming pressure of the prevailing economic factor.XXIX



It would seem at first sight that Grosse himself had learned his main ideas from the “church fathers of German Social Democracy,” Marx and Engels, even if he understandably takes care not to betray with a single word from which scientific corner he has taken over ready-made his superiority over “most cultural historians.” Indeed, he is even “more Catholic than the pope” in relation to the materialist conception of history. Whereas Engels—along with Marx the joint creator of the materialist conception of history—assumed for the development of family relations in primitive times through to the formation of today’s legally accredited compulsory marriage a progress of forms independent of economic relations, founded on the interest of preserving and multiplying the human species, Grosse goes a great deal further. He puts forward the theory that at all times the form of family is simply the direct product of the economic relations prevailing at the time. “Nowhere,” he says, “does the cultural significance of production appear with such clarity as in the history of the family. The strange forms of human families, which have inspired sociologists to still stranger hypotheses, appear surprisingly understandable as soon as they are considered in connection with the forms of production.”XXX

Grosse’s book published in 1896, Die Formen der Familie und die Formen der Wirthschaft [The Forms of Family and the Forms of Economy], is devoted completely to proving this idea. At the same time, however, Grosse is a determined opponent of the doctrine of primitive communism. He too seeks to demonstrate that human social development began not with common property but with private property; he too strives, like Lippert and Bücher, to show from his standpoint that the further we go back in ancient history, the more exclusively and all-powerfully the “individual” and his “individual ownership” prevails. Of course, the discoveries of primitive village communities in all parts of the world, and clan associations—or kinship groups as Grosse calls them—in connection with these, cannot be simply denied. It is just that Grosse has the clan organization99 —and this is his own particular theory—emerge as the framework of a communist economy only at a particular stage of development, i.e. with the lower agricultural stage, to dissolve again at the stage of higher agriculture and make way once more for “individual ownership.” In this way, Grosse triumphantly turns the historical perspective established by Morgan and Marx directly on its head. According to this, communism was the cradle of human cultural development, the form of economic relations that accompanied this development for measureless extents of time, only to decline and dissolve with civilization and make way for private property, this epoch of civilization facing in turn a rapid process of dissolution and a return to communism in the higher form of a socialist social order. According to Grosse, it was private property that accompanied the rise and development of culture, making way temporarily for communism only at a particular stage, that of lower agriculture. According to Marx and Engels, and likewise Morgan, the beginning and end point of cultural history is common property and social solidarity; according to Grosse and his colleagues of bourgeois science, it is the “individual” and his private property. But this is not enough. Grosse is not only an express opponent of Morgan and primitive communism, but of the whole developmental theory in the realm of social life, and pours scorn on those childish minds who seek to bring all phenomena of social life into a developmental series and conceive this as a unitary process, an advance of humanity from lower to higher forms of life. This fundamental idea, which serves as a basis for the whole of modern social science in general, and particularly for the conception of history and doctrine of scientific socialism, Herr Grosse combats as a typical bourgeois scholar, with all the power at his command. “Humanity,” he proclaims and emphasizes, “in no way moves along a single line in a single direction; rather, its paths and goals are just as varied as are the conditions of life of different peoples.”XXXI In the person of Grosse, therefore, bourgeois social science, in its reaction against the revolutionary consequences of its own discoveries, has reached the same point that bourgeois vulgar economics reached in its reaction to classical economics: the denial of the very lawfulness of social development.XXXII Let us examine this strange historical “materialism” of the latest champion to defeat Marx, Engels and Morgan.

Grosse has a good deal to say about “production,” he is always referring to the “character of production” as the determining factor that influences the whole of culture. But what does he understand by production and its character?


1

In order to trace the construction of the capitalist tower of Babel, let us imagine once again a society with a planned organization of labor. This may be a society with a highly developed division of labor, in which not only agriculture and industry are separate, but each particular branch of both has also become the speciality of a particular group of working people.LXXXIX In this society there are for example agriculturalists and foresters, fisherfolk and gardeners, shoemakers and tailors, locksmiths and blacksmiths, spinners and weavers, etc. etc. This society, taken as a whole, is endowed with every kind of work and every kind of product. These products are distributed in greater or lesser amounts to all members of society, as labor is communal; it is divided and organized from the start in a planned way by some kind of authority—whether this is the despotic law of the government, or serfdom, or any other kind of organization. For simplification, however, we assume that it is a communist community with communal property, as we are already familiar with from the Indian example. We only presuppose for the time being that the division of labor within this community is far more developed than was historically the case, and assume that one part of the members of the community devote themselves exclusively to agriculture, while other kinds of labor are all performed by specialist artisans. The economy of this community is quite clear to us: it is the community members themselves who possess the land and the means of production in common, and their common will also determines what, when and how much of each product is to be produced. The mass of finished products, moreover, since these belong equally to all, are distributed among everyone according to need. Now, however, imagine that one fine day, in the communist community with this arrangement, common property ceases to exist, and along with it also common labor and the common will that regulates this. The highly developed division of labor that has been attained obviously remains. The shoemaker still sits at his last, the baker has nothing and knows nothing except his oven, the smith has only his smithy and only knows how to swing a hammer, etc. etc. But the chain that formerly connected all these special labors into a common labor, into the societal economy, is broken. Each person is now on his own: the farmer, the shoemaker, the baker, the locksmith, the weaver, etc. Each is completely free and independent. The community no longer has anything to say to him, no one can order him to work for the whole, nor does anyone bother about his needs. The community that was previously a whole has been broken up into individual little particles or atoms, like a mirror shattered into a thousand splinters; each person now floats like a piece of dust in the air, as it were, and wonders how he will manage. What happens now to the community that has been struck overnight by such a catastrophe? What will all these people left to their own devices do the next day? One thing is certain right away—they will carry on working, exactly as they did previously. For as long as human needs cannot be satisfied without labor, every human society has to work. Whatever transformations and changes may take place in society, labor cannot cease for a moment. The former members of the communist community, therefore, even after the ties between them have been broken and they are left completely to themselves, will certainly each carry on working, and since we have assumed that all labor is already specialized, each of them will continue to pursue only that work that has become his speciality and for which he has the means of production: the shoemaker will make boots, the baker will bake bread, the weaver produce cloth, the farmer grow corn, etc. But a difficulty now immediately arises. Each of these producers, despite producing extremely important and immediately needed objects of use—each of these specialists, the shoemaker, the baker, the smith, the weaver—were until yesterday all equally esteemed useful members of society, and could not get by without society. Each had his important place in the whole. Now, however, the whole no longer exists, each person exists only for himself. But none of them can live alone, simply from the products of their own labor. The shoemaker cannot eat his boots, the baker cannot satisfy all his needs with bread, and even the farmer with the fullest barn of corn would die from hunger and cold if he had nothing but corn. Each person has many needs, and can only satisfy a particular one of these. Each accordingly needs a certain quantity of the products of all others. They are all dependent on one another. But how is this to be managed, since we know that no connections and ties between the individual producers exist any more? The shoemaker urgently needs bread from the baker, but has no means of obtaining this bread; he cannot force the baker to supply him, as both alike are free and independent people. If he wants to enjoy the proceeds of the baker’s labor, this can evidently be based only on reciprocity, i.e., if he supplies the baker in turn with a product useful to him. But the baker also needs the products of the shoemaker, and finds himself in just the same situation as the latter. This indicates the basis for reciprocity. The shoemaker gives the baker boots so as to receive bread in return. Shoemaker and baker exchange their products, and both can now satisfy their needs. It turns out that, given a highly developed division of labor, a complete independence of the producers from one another and the absence of any kind or organization between them, the only way of making the products of different labors accessible to all is—exchange. The shoemaker, the baker, the farmer, the spinner, the weaver, the locksmith—all reciprocally exchange their products, and in this way satisfy all their various needs. Exchange creates in this way a new tie between the fragmented, individualized and separated private producers. Labor and consumption, the life of the shattered community, can start up again, as exchange has given them the possibility of once more all working for one another, it has again made possible social collaboration, social production, even in the form of fragmented private production.

But this is indeed a quite new and particular form of social collaboration, and we need to examine it more closely. Each individual person now works for himself, producing on his own account, on the basis of his own will and judgment. In order to live, he now has to produce products that he himself does not need but that others do. Each works accordingly for others. In itself, this is nothing special and nothing new. In the communist community, too, everyone works for everyone else. What is special now, however, is that each person now only hands over his product to others by way of exchange, and can only obtain the products of others likewise by exchange. Everyone must now, in order to obtain the products they need, produce by their own labor products designed for exchange. The shoemaker must continue to produce boots that he does not need himself, that are quite useless to him, a waste of labor. The only use and purpose they have for him is that he can exchange them against other products that he needs. He therefore produces his boots already with the purpose of exchange, i.e. he produces them as a commodity. Each person now can only satisfy his needs, only obtain products that others have produced, if he himself appears with a product that others need and that he has produced with his labor for this purpose; in other words, each obtains his share of the products of all others, of the social product, by himself appearing with a commodity. The product that he has made for exchange is now his right to demand a portion of the total social product. This total social product may well no longer exist in the earlier form it took in the communist community, where it directly represented in its mass and totality the wealth of the community, and was only then distributed. Everyone there worked in common on the account of the community and under the leadership of the community, so that what was produced already came into the world as a social product. The distribution of this total product to individuals occurred only subsequently, and only then did the product enter the private use of individual members of the community. Now things proceed the other way round: each produces on his own account as a private person, and it is only in exchange that the finished products together form a sum that can be viewed as social wealth. The share of each person, in both social labor and social wealth, is now represented by the special commodity that he has produced with his labor and brought for exchange with others. The share of each in the total social labor, therefore, is no longer represented in a certain quantum of labor that is allocated to him in advance, but rather in the finished product, in the commodity, that he supplies as he sees fit.XC If he doesn’t want to work, then he doesn’t need to, he can just go out for a walk and no one will scold him in the street, as did indeed happen with refractory members of the communist community, where idlers were likely to be sharply reprimanded by the “chief inhabitant,” the head of the community, or were liable to public contempt at the community assembly. Now each person is his own unrestricted lord and master, there is no community authority. But if he does not work, he also receives nothing in exchange for the products of work. On the other hand, however, today the individual is not even sure that, no matter how diligently he works, he will receive the means of subsistence he needs; for no one is compelled to give him these, even in exchange for his products. Exchange only comes about if there is a reciprocal need. If no one in the community needs boots at the moment, the shoemaker may work ever so diligently, and produce ever such a fine product, without anyone taking it and giving him bread, meat, etc. in exchange, so that he remains without what he most needs in order to live. Here again, we see a world of difference compared with the earlier communist relations in the community. The community maintained the shoemaker because there was a general need in the community for boots. He was told by the community authority how many boots he was to produce, and he worked as it were as a community servant, a community official, everyone being in exactly this same position. But if the community kept a shoemaker, it obviously had to feed him. He received his share from the common wealth just like everyone else, and this share of his did not stand in any direct connection with his share in the total work. Of course he had to work, and he was fed because he worked, because he was a useful member of the community. But whether he had more or fewer boots to produce this particular month, even sometimes none at all, he still received the same means of subsistence, his share of the community’s total resources. Now, however, he only receives to the extent that his work is needed, i.e. to the extent that his product is accepted by others in exchange, like for like. Everyone now works just as he wants, how he wants, as much as he wants, at what he wants. The only confirmation that he has produced the right things, what society needs, that he has indeed performed socially necessary labor, is the fact that his product is accepted by others. Not all labor, therefore, be it ever so diligent and solid, now has a definite purpose and value in advance from the point of view of society; only a product that is exchangeable has value; a product that no one takes in exchange, no matter how solid, is valueless work, work thrown away.

Now, therefore, each person, in order to participate in the fruits of social production, must also participate in social labor, must produce commodities. But the fact that his labor actually is recognized as socially necessary labor is not something anyone tells him, but rather something he learns from his commodity being taken in exchange, being exchangeable. His share in the labor and product of the whole is thus only assured by his product’s receiving the seal of socially necessary labor, the seal of exchange-value.XCI If his product remains unexchangeable, he has then created a worthless product, and his labor was socially superfluous. Then he is only a private shoemaker, cutting leather and cobbling boots for his own amusement, standing outside society, as it were, for society has no interest in his product, and so the products of society are unavailable to him. If today our shoemaker has been fortunate enough to make an exchange, and obtained means of subsistence in return, he can not only eat his fill and be properly clothed, but also pride himself on his way home that he has been recognized as a useful member of society, his labor recognized as necessary labor. If on the other hand he returns home with his boots, as no one wanted to relieve him of them, he has every reason to be melancholy, as he not only remains without soup, but on top of this it has more or less been explained to him, if only with a chilly silence: Society has no need of you, my friend, your labor was just not necessary, you are a superfluous person and can happily go and hang yourself. A pair of exchangeable boots, or more generally, a commodity with exchange-value, is thus all that is needed each time for our shoemaker to be a member of society. But the baker, the weaver and the farmer—everyone—also find themselves in the same position as our shoemaker.XCII The society that sometimes recognizes the shoemaker, and sometimes rejects him with coldness and disdain, is no more than the sum of all these individual commodity producers who work for reciprocal exchange. The sum of social labor and social product that comes into being in this way is therefore not at all the same as the sum of all the labor and products of individual members, as was earlier the case in the communistic, communal economy. For now certain individuals can work diligently, yet their product, if it finds no one to take it in exchange, is something to be thrown away and does not count at all. Only exchange determines what were necessary labors and necessary products, those that count socially. It is the same as if everyone initially worked blindly at home, in any way they chose, then brought their finished products to a place where they were inspected and received a stamp: these labors were socially necessary and are accepted in exchange, but those ones were not necessary and so are completely worthless. The stamp says: these ones have value, those are worthless and remain private pleasures—or sufferings—of the people concerned.

If we summarize the various aspects, it turns out that, by the mere fact of commodity exchange, without any other ingredient or regulation, three important relationships are determined:

1) The share of each member of society in social labor. This share, in kind and measure, is no longer allocated to him in advance by the community, but only post festum, depending on whether the finished product is accepted or not. Previously, each individual pair of boots that our shoemaker produced was immediately and in advance social labor, even when still on the last. Now his boots are initially private labor, and no one else’s concern. Only subsequently are they viewed on the market, and only to the extent that they are taken in exchange is the labor spent by the shoemaker acknowledged as social labor. Otherwise they remain his private labor and are valueless.

2) The share of each member in social wealth. Previously, the shoemaker received his share of the community’s finished products by way of a distribution. This share was assessed, firstly according to the general prosperity of the community, its level of wealth at this particular time, and secondly according to the needs of the members. A numerous family necessarily received more than a less numerous one. With the partitioning of conquered lands among the Germanic tribes, who arrived in Europe in the era of the great migrations and settled on the ruins of the Roman Empire, family size also played a role. The Russian commune, which still carried out redistributions of its common property here and there in the 1880s, took into consideration the number of “mouths” in each household. Under the general rule of exchange, however, any relationship between the need of a member of society and his share in wealth disappears, as does any relationship between this share and the size of the society’s total wealth. Now, only the product that each member offers on the commodity market decides his share in the social wealth, and only in so far as it is accepted in exchange as socially necessary.

3) Finally, the social division of labor is itself regulated by exchange. Previously, the community decided that it needed so and so many farm workers, so and so many shoemakers, bakers, locksmiths and blacksmiths, etc. The correct proportion between the different trades was the responsibility of the community and its chosen officials, as it also was to make sure that all branches of labor needed were practised. They were certainly familiar with the famous case in which the representatives of a village community asked that a locksmith condemned to death should be reprieved and a blacksmith hanged instead, as there were two blacksmiths in the village. This is a striking example of public concern for the proper division of labor in a community. (We saw, moreover, how in the Middle Ages,194 Charlemagne expressly prescribed the kinds of artisans for his estates, and their numbers. We also saw how in medieval towns the guild regulations made sure that particular trades were practiced in the right proportions, and artisans whom it lacked were invited in from elsewhere.) With free and unrestricted exchange, this matter is settled by exchange itself. Now no one tells our shoemaker to work. If he wants, he can produce soap bubbles or paper dragons. He can also, if he likes, abandon shoemaking for weaving, spinning, or goldsmith’s work. No one tells him that society needs him in general, and needs him as a cobbler in particular. Naturally, society does have a general need for shoemaking. But no one now decides how many shoemakers will meet this need. No one tells this particular shoemaker whether he is necessary or not, whether it is not rather a weaver or a smith who is needed. But what he is not told, he learns once more simply and solely on the commodity market. If his shoes are accepted in exchange, he knows that society needs him as a shoemaker. And conversely. He can produce the best commodity, but if other shoemakers have sufficiently met the demand, his commodity is superfluous. If this happens repeatedly, he has to abandon his trade. The redundant shoemaker is expelled from society in the same mechanical way as superfluous material is expelled from the animal body. Since his work is not accepted as social labor, he is en route to extinction. The same compulsion to produce exchangeable products for others as one’s own condition of existence will eventually lead our expelled shoemaker into another trade, where there is a stronger and insufficiently met demand, for example weaving or haulage, and in this way the shortage of workers here is filled. But not only is a correct proportion maintained in this way between different trades, entire trades are abolished and new ones created. If a certain social need ceases or is met by other products than previously, this is not decided by the members, as in earlier communist communities, and workers accordingly withdrawn from one trade and moved into another. It happens simply by the unexchangeability of the obsolete product. In the seventeenth century, wig making was still an essential trade in every town. But after fashions changed, and people stopped wearing wigs, this trade died a natural death, simply by the unsalability of wigs. With the development of modern urban water supply, and pipes taking water mechanically to each dwelling, the profession of water-carrier—Wasserer as it was known in Vienna—generally disappeared.

We can now take an opposite case. Let us assume that our shoemaker, made to feel socially unnecessary in no uncertain terms by the systematic spurning of his commodity, imagines that he is despite this an indispensable member of humanity and still wants to live. In order to live, he must, as we know and he knows, produce commodities. And he now invents a new product, let us say a beard-cover or a wonderful boot-wax. Does this mean he has created a new socially necessary branch of labor, or will he remain unrecognized, like so many great inventors of genius? Again, no one tells him, and he learns this only on the commodity market. If his new product is accepted for long enough in exchange, then this new branch of production has been recognized as socially necessary, and the social division of labor has experienced a new expansion.XCIII

You see how in our community, which, following the collapse of the communistic regime and common property, the disappearance of any kind of authority in economic life, any organization and planning in labor, any kind of connection among the individual members, initially seemed quite hopeless in the wake of this catastrophe, we gradually see the rise again of a certain connection, a certain order, and how this happens in a completely mechanical way. Without any understanding among the individual members, without the intervention of any higher power, the individual fragments form up into a whole, as best they can. Exchange itself now regulates the whole economy mechanically, just like a kind of pump mechanism: it creates a link between the individual producers, it forces them to work, it governs their division of labor, determines their wealth and its distribution. Exchange governs society. It is of course a somewhat strange order that has now arisen before our eyes. Society now looks completely different from how it did previously under the regime of the communist community. At that time it was a compact whole, a kind of big family, whose members had all grown up together and stuck closely together, a firm organism, even perhaps an ossified one, rather immovable and rigid. Now we have an extremely loose structure, in which the individual members keep falling away and then reassembling. We have seen, in fact, how no one tells our shoemaker that he should work, what he should work at, or how much he should work. On the other hand, no one asks him whether he needs sustenance, what he needs, or how much he needs. No one bothers about him, he does not exist for society. He only informs society of his existence by the fact that he appears on the commodity market with a product of his labor. If his commodity is accepted, then so too is his existence. His labor is acknowledged as socially necessary, and himself thereby acknowledged as its representative, only in so far as his boots are taken in exchange. He obtains means of subsistence from the social wealth only in so far as his boots are accepted as a commodity. He becomes a member of the society only in so far as he produces exchangeable products, commodities, and only so long as he has these and can dispose of them. Each exchangeable pair of boots makes him a member of society, and each unsalable pair excludes him once again from society. Thus the shoemaker has no connection with society as a human being, only his boots allow him to adhere to society, and they do so only in so far as they have exchange value, are saleable as a commodity. This is therefore not a permanent membership, but one that keeps on being dissolved and renewed. But as well as our shoemaker, all other commodity producers are in the same situation. And there is no one in this society but commodity producers, for it is only in exchange that one receives the means to live; in order to receive these, each person must therefore appear with commodities. Commodity production is the condition of life, and a state of society thereby comes into being in which people all lead their particular existence as completely separate individuals, who do not exist for each other, but only through their commodities attain a constantly fluctuating membership of the whole, or are again excluded from membership. This is an extremely loose and mobile society, caught up in the ceaseless whirl of its individual members.

We see that the abolition of a planned economy and the introduction of exchange brought about a complete transformation in people’s social relations, turning society around from top to bottom.
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There are great difficulties, however, with exchange being the only economic tie between the members of society, since exchange does not run as smoothly as we have just assumed. Let us look at the matter more closely.

So long as we only considered exchange between our two individual producers, the shoemaker and the baker, things were quite simple. The shoemaker cannot live from boots alone, and needs bread; the baker cannot live from bread alone, just like the Bible says, though what he needs in this case is not the word of God, but rather boots. Since there is complete reciprocity here, exchange happens easily: the bread moves from the hands of the baker, who doesn’t need it, into those of the shoemaker; the boots move from the shoemaker’s workshop into the bakery. Both have their needs satisfied, and both private labors have been confirmed as socially necessary. But let us assume that this happens not just between the shoemaker and the baker, but between all members of society, i.e. between all commodity producers at once. And we have the right to assume this, indeed we are compelled to make this assumption. For all members of society have to live, they must satisfy their various needs. The production of a society, as we already said, cannot stop for a moment, since consumption does not stop for a moment. And we must now add that since production is now split into individual independent private labors, none of which is alone sufficient to satisfy a person, exchange too cannot stop for a moment—unless consumption does as well. Everyone thus continues exchanging, with all their products. How does this come about? Let us return to our example. The shoemaker not only needs the product of the baker, he would like a certain quantity of every other commodity as well. As well as bread, he needs meat from the butcher, a coat from the tailor, the material for his shirt from the weaver, a top hat from the hatter, etc. All these commodities he can only obtain by way of exchange, but all that he can offer in return is boots. For the shoemaker, accordingly, all products that he needs for his life initially have the form of boots. If he needs bread, he first makes a pair of boots; if he needs a shirt, he makes boots; if he needs a hat or a cigar, he makes boots. In his special labor, the whole social wealth accessible to him has the form of boots. It is only by exchange on the commodity market that his work can be transformed from the confined form of boots into the diverse form of means of subsistence. But in order for this transformation to actually take place, for all this diligent work of the shoemaker, which promised him every kind of life’s enjoyments, not to be stuck in the form of boots, one important condition is needed, which we already know: it is necessary for all the other producers, the product of whose labor our shoemaker needs, also to need his boots and be ready to take them in exchange. The shoemaker then only obtained all these other commodities if his product, boots, was a commodity desired by all other producers. And at any particular time he only obtained the quantity of all these other commodities that he could exchange by way of his labor, if his boots were a commodity that everyone wanted at any time, i.e. a commodity desired without limit. Already in the case of the shoemaker, it was obviously quite a presumption, and unfounded optimism, to believe that his special commodity was so absolutely and unrestrictedly something indispensable for the human race. But the matter gets much worse when not just the shoemaker, but all other particular producers, find themselves in the same position: the baker, the locksmith, the weaver, the butcher, the hatter, the farmer, etc. Each of them desires and uses the most varied products, but can only offer one single product in exchange. Each then could only fully satisfy his needs if his special commodity were constantly desired by everyone in society and taken in exchange. A brief reflection will tell you that this is pure impossibility. It is impossible for everyone to want all products equally at all times. It is impossible for everyone at all times, without limit, to be a taker of boots, bread, clothes, locks, yarn, shirts, hats and beard-covers. But if this is not the case, then these products cannot all be exchanged at any time against all others. And if exchange is not possible as a constant all-round relationship, this means that the satisfaction of all needs in society is impossible, consequently that all-round labor in society is impossible, the very existence of society is impossible. And we are again in a fix, and cannot solve the task we have set ourselves, i.e. to explain how, from the divided and fragmented private producers, who are not bound together by any social plan of labor, any organization, any tie, a social collaboration and an economy can none the less come into being. Exchange has indeed shown itself to be a means able to regulate all this, even if in strange ways. But for this to happen, exchange itself has to happen, it must function as a regular mechanism. We find already in exchange itself, however, at the very first step, such difficulties that we can not see at all how it is to develop into an all-round and permanent business.

Yet the means for overcoming this difficulty and facilitating social exchange have been found. True, it was no Columbus who discovered this, social experience and habit unnoticeably found the means in exchange itself; “life itself,” as people say, solved the problem. As indeed, social life, along with all its difficulties, always does create the means for their solution.195 It is clearly impossible for all commodities to be wanted by everyone all the time, i.e. to an unlimited extent. But at any time, and in any society, there is one commodity that is important, necessary and useful to everyone as a foundation of their existence, and is therefore wanted at any time. Boots could hardly be this commodity, people are not that vain. But cattle, for example, could be such a product. It is impossible to get by just with boots, nor even with clothes, hats or corn. But cattle as a foundation of economic life do secure a society’s existence: they supply meat, milk, hides, plowing service, etc. Among many nomadic peoples, indeed, their whole wealth consists of herds of cattle. Still today, or at least until recently, there were African tribes that lived almost exclusively from cattle. Let us assume, then, that in our community cattle are a much-desired item of wealth, not the only one, but one preferred over many other products that are produced in society. The cattle-raiser here spends his private labor on the production of cattle, just as the shoemaker does on boots, the weaver on linen, etc. On our assumption, however, the product of the cattle-raiser enjoys a general unlimited popularity above all others, as it appears the most indispensable and important. Cattle are a welcome enrichment for anyone. Since we still assume that in our society nothing can be obtained by anyone except by way of exchange, it is clear that the much-desired cattle can also only be obtained from the cattle-raiser by exchange for another product of labor. But since, as presupposed, everyone would like to have cattle, this means that anyone would be happy at any time to part with his products against cattle. For cattle, conversely, it follows that at any time one can have any kind of product. Anyone who has cattle has only to choose, since everything is available for him. And it is precisely for this reason, conversely, that everyone is happier to exchange the particular product of his labor against cattle than anything else; if he has cattle, then he has everything, since everything is obtainable at any time in exchange for cattle. If after a while this has become generally clear, and become a custom, cattle then gradually become the universal commodity, i.e. the single commodity that is universally desired and exchangeable without limit. And as such a universal commodity, cattle mediate exchange between all other special commodities. The shoemaker is unwilling to directly accept bread from the baker in exchange for his boots, but he will accept cattle, as with cattle he can then buy bread and all possible things, whenever he wants. The baker, for his part, can pay for his boots in cattle, as he has received cattle in return for his own product, bread, as he also has from the locksmith, the stock-raiser and the butcher. Each of these accepts cattle from others for their own product, and pays again with the same cattle if he wants to have the products of others. The cattle thus pass from one hand to another, mediating every exchange and serving as the mental tie between the individual commodity producers. (And the more, and more frequently, cattle pass from one person to another as the mediator of business exchange, the more their universal unlimited desirability is reinforced, the more they become the only commodity desired and exchangeable at any time, the universal commodity.)

We have already seen how each product of labor, in a society of fragmented private producers without a communal plan of work, is initially private labor. Whether this labor was socially necessary, i.e. whether its produce has a value and secures the producer a share in the products of the whole, whether it was not rather wasted labor, all this is shown simply and solely by the fact that this product is accepted in exchange. Now, however, all products are exchanged only against cattle. Now, therefore, a product is socially necessary only in so far as it can be exchanged against cattle. Its exchangeability against cattle, its equivalence in value with cattle, is what now gives each private product the hallmark of socially necessary labor. We have further seen that it is only through commodity exchange that the individualized, isolated private person is confirmed as a member of society. We must now say more precisely that this is through exchange against cattle. Cattle are now the valid embodiment of social labor, and accordingly the only social tie between people.

You will certainly begin to feel at this point that we have rather got carried away. Everything was fairly straightforward and comprehensible up till now. But to conclude with cattle being the universal commodity, cattle as the embodiment of social labor, even cattle as the only social tie between people—isn’t this a crazy fantasy, even an insult to the human race? And yet, if you think about it, there is no need to feel insulted. For no matter how superior you might feel to these poor cattle, it is clear at all events that they are much closer to humans—rather similar in a way, at least much more similar—than, let us say, a lump of earth picked up from the ground or a pebble or a piece of iron. You must admit that cattle are certainly more worthy of representing the living social tie between people than is a dead piece of metal. And yet humanity has precisely given preference here to metal. For the important role of cattle in exchange that we described above is in fact played by nothing other than money. If you cannot imagine money in any other way than in the form of coined gold or silver pieces, or even in paper banknotes, and you find this metal or paper money to be completely self-evident as the universal mediator in dealings between people, as a social power, but find my depiction of cattle playing this role absurd, this only shows how full your head is with the ideas of the present-day capitalist world.XCIV A picture of social relations that is actually fairly reasonable strikes you as hare-brained, while you see as self-evident something that really is completely crazy. In actual fact, money in the form of cattle has exactly the same function as metallic money, and it is nothing more than convenience that has led us to make money out of metal. Cattle, of course, cannot be so easily exchanged, or their value so precisely measured, as can equal-sized metal discs, not to mention that storage of cattle-money requires far too big a purse, something like a stable. But before humanity hit on the idea of making money from metal, money had already long been the essential mediator of exchange. For money, the universal commodity, is precisely the indispensable means without which no universal exchange can get off the ground, without which the existing unplanned social economy of individual producers cannot exist.

We need only look now at the multifarious role of cattle in exchange. What made cattle into money in the society we were examining? The fact that they were a product of labor that was desired by everyone and at all times. But why were cattle desired in this way? We said that it was because they were an extremely useful product that could secure human existence as a many-sided means of subsistence. That was originally correct. But subsequently, the more that cattle were used as mediator in universal exchange, the more the immediate use of cattle as means of subsistence fell into the background. Anyone who receives cattle in exchange for their product will now make sure not to butcher them and eat them, nor to yoke them to the plough; cattle are more valuable to him now as a means for buying any other commodity he might want at any time. The receiver of cattle will therefore not now consume them as means of subsistence, but rather store them as means of exchange for future transactions. You will also note that the immediate use of cattle, in the context of the highly developed division of labor that we presuppose in this society, is also not easily feasible. What is the shoemaker, for example, to do with these cattle? Or the locksmith, the weaver and the hatter, who likewise do not have any land-holding? The immediate use of cattle as means of subsistence is therefore increasingly ignored, and the reason why cattle are then desired by everyone at all times is no longer because they can be milked, butchered, or yoked to the plough, but rather because they offer the possibility at any time of exchange for any commodity you like. It increasingly becomes the mission of cattle, their specific use, to facilitate exchange, i.e. to serve for the transformation at any time of private products into social ones, of private labors into social labors. Since in this way the private use of cattle, that of serving as means of subsistence, is increasingly ignored and they are instead devoted exclusively to their function of continuous mediation between the individual members of society, they gradually cease to be a private product like any other, and become from the start, by nature—right from the stable, as it were—a social product, and the labor of the cattle-raiser is now distinct from all other labor in society in being the only directly social labor. Cattle now are no longer raised just for their use as means of subsistence, but directly with the object of functioning as a social product, as the universal commodity. Of course, to some extent cattle are still butchered or yoked to the plough. But this so-to-speak private use and private character increasingly vanishes in the face of their public character as money. And as such, they now play a prominent and many-sided role in the life of society.

1) They definitively become the universal and publicly recognized means of exchange. No one any longer exchanges boots for bread, or shirts for horseshoes. Anyone who tried this would be met with a shrug of the shoulders. It is only for cattle that anything can be bought. But in this way, the previous two-way exchange breaks down into two separate processes: selling and buying. Previously, when the locksmith and the baker exchanged their products with one another, each simultaneously with a handshake sold his own commodity and bought that of the other. Buying and selling were a single business. Now, if the shoemaker sells his boots, all he obtains and accepts in return are cattle. He first of all sells his own product. Then, when he wants to buy something, what he buys, and indeed whether he buys at all, is entirely up to him. It is enough that the shoemaker has got rid of his product, and transformed his labor from the form of boots into the form of cattle. The cattle-form, however, is as we have seen the official social form of labor, and the shoemaker can store labor in this form as long as he wants, as he knows that he has the opportunity at any time of exchanging the product of his labor again from the cattle-form into any other he wants—i.e. of making a purchase.

2) In the same way, however, cattle are now the means for storing and accumulating wealth, they become a treasury. As long as the shoemaker exchanged his product directly for means of subsistence, he also worked only as much as he needed to in order to meet his daily needs. What use would it have been to him to build up stocks of boots, or even large stocks of bread, meat, shirts, hats, etc.? Objects of daily use are generally damaged by prolonged storage, or even made unusable. Now, however, the shoemaker can store the cattle he obtains for the products of his labor as a resource for the future. Now, accordingly, a sense of thrift is aroused in our tradesman, he seeks to sell as much as possible, but makes sure not to spend again all the cattle he has received; on the contrary, he seeks to accumulate them, since cattle are now good for anything at any time, so he saves and stores them for the future, leaving the fruits of his labor to his children as an inheritance.

3) Cattle become at the same time also the measure of all values and labors. If the shoemaker wants to know what his pair of shoes will bring him in exchange, what his product is worth, he says to himself, for example: I get half a cow for each pair, my pair of boots is worth half a cow.

4) Finally, in this way cattle become the concept of wealth. Now people do not say, this or that person is rich because he has a great deal of corn, flocks, clothes, jewelery or servants, but rather: he has a good deal of cattle. People say, hats off to that man, he’s “worth” ten thousand oxen. Or they say, poor fellow, he doesn’t have any cattle!

As you see, with cattle having become the universal means of exchange, society can only think in the cattle-form. People always talk about cattle, they even dream about them. A literal worship and admiration of cattle develops. A girl is most easily married if her attraction is increased by a dowry of large herds of cattle, even if her wooer is not a mere swineherd, but a professor, an intellectual or a poet. Cattle are the very concept of good fortune. Poems are written about cattle and their miraculous power, crimes and murders are committed for the sake of cattle. And people repeat, shaking their heads, that “cattle rule the world.” If you are not familiar with this proverb, you can translate it into Latin; the old Roman word pecunia, meaning money, stems from pecus, meaning cattle.XCV
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Our earlier investigation of how relations in the communistic community would be reshaped after a sudden collapse of common property and commonly planned labor, seemed to you no more than purely theoretical rumination, wandering around in the clouds. In actual fact, this was nothing other than an abbreviated and simplified depiction of the historical rise of the commodity economy, its basic features strictly corresponding to historical truth.

Yet a few corrections now need to be made to this depiction.

1) The process that we described as a catastrophe that happened suddenly, destroying the communist society overnight and transforming it into a society of private producers, in reality happened over millennia. The idea of a transformation of this kind as a sudden and violent catastrophe is certainly not pure fantasy. This idea does correspond to reality, everywhere that primitive communist tribes come into contact with other peoples already at a high capitalist stage of development. We see cases like this with most discoveries and conquests of so-called savage and semi-civilized lands by Europeans: the discovery of America by the Spanish, the conquest of India by the English and of the East Indies by the Dutch,196 and the same with the seizures of the English, Dutch and Germans in Africa. In most of these cases, the sudden arrival of Europeans in these lands was accompanied by a catastrophe in the lives of the primitive peoples who inhabited them. What we have assumed as a process of twenty-four hours, often needs no more than a few decades. The conquest of territory by a European state, or the mere settlement of a few European trading colonies in these countries, very soon results in a violent abolition of common property in land, the break-up and fragmentation of landownership into private property, the confiscation of herds of cattle, the reversal of all traditional social relations—with the difference that the general result here is not, as we assumed, the transformation of the communistic community into a society of free private producers with commodity exchange. For the dissolved common property does not become the private property of local people, but rather the stolen goods of the European encroachers, and the indigenous people themselves, robbed of their old forms and means of existence, are made either into wage-slaves, or slaves pure and simple, of European merchants, if they are not just exterminated, as happens when neither of these two options is feasible. For primitive peoples in colonized territories, therefore, the transition from primitive communist conditions to modern capitalist ones always does take place as a sudden catastrophe, an unforeseeable misfortune with the most frightful sufferings {as it is presently true of the Germans with Negroes of South West Africa}.197 With the peoples of Europe, on the other hand, it was not a catastrophe but rather a slow, gradual and unnoticeable process, lasting for several hundred years. The Greeks and Romans still appear in history with common property. The old Germans, who spread from north to south soon after the birth of Christ, destroying the Roman Empire and settling in Europe, still brought with them the communistic primitive community, and maintained this for a good while. The developed commodity economy of the European peoples, as we described it, only came into being at the end of the Middle Ages, in the fifteen and sixteenth centuries.

2) The second correction that has to be made to our depiction is a consequence of the first. We assumed that all possible branches of labor were already specialized and separate in the womb of the communist community, i.e. that the division of labor in society had reached a very high stage of development, so that with the occurrence of the catastrophe that abolished common property and introduced private production and exchange, the division of labor was already in place as the basis for such exchange. This assumption is historically incorrect. In the conditions of primitive society, so long as common property persists, the division of labor is very little developed, still embryonic. We have seen this in the example of the Indian village community. Only a dozen or so individuals had separated out from the mass of inhabitants to concentrate on special trades, no more than six of these being actual artisans: the smith, the carpenter, the potter, the barber, the washerman and the silversmith. Most handicraft work, such as spinning, weaving, making clothes, baking, butchery, sausage-making, etc., was all carried out by each family as a side occupation along with their main agricultural work, as is still the case even today in many Russian villages, in so far as the population have not already been drawn into exchange and trade. The division of labor, i.e. the separation of individual branches of labor as exclusive special professions, can only properly develop if private property and exchange are already in place. Only private property and exchange make possible the emergence of particular special trades. For only when a producer has the prospect of regularly exchanging his products against others does it make sense for him to devote himself to specialized production. And it is only money that gives each producer the possibility of storing and accumulating the fruits of his efforts, and accordingly also the impetus to regularly expand production for the market. On the other hand, however, this producing for the market and accumulation of money only has a purpose for the producer if his product and the receipts from it are his private property. In the primitive communist community, however, private property is precisely ruled out, and history shows us that private property only arose as a result of exchange and the specialization of labor. It turns out, therefore, that the emergence of specialist professions, i.e. a highly developed division of labor, is possible only with private property and developed exchange. It is conversely clear, however, that exchange itself is possible only if the division of labor is already present; for what purpose would there be in exchange among producers who all produce one and the same thing? Only if X for example only produces boots, whereas Y only bakes bread, is there a sense and purpose in the two exchanging their products. We thus come up against a strange contradiction: exchange is only possible with private property and a developed division of labor, but this division of labor can only come about as a result of exchange and on the basis of private property, while private property for its part only arises through exchange. This is even a double contradiction, if you examine it closely: the division of labor must exist prior to exchange, even though exchange must at the same time exist prior to the division of labor; moreover, private property is the precondition for the division of labor and exchange, but the only way it can develop is from the division of labor and exchange. How is this tangle possible? We are clearly going round in a circle, and even the first step away from the primitive communist community seems an impossibility. Human society was apparently caught in a contradiction here, whose resolution depended on the further advance of development. But this inescapability is only apparent. A contradiction may well be something inextricable for individuals in everyday life, but in the life of society as a whole, you find contradictions of this kind everywhere you look. What today appears as the cause of a particular phenomenon is tomorrow its effect, and vice versa, without this continuous change in conditions of social life ever ceasing. On the contrary. The individual person cannot take a step further when he faces a contradiction in his private life. He will even accept in matters of everyday life that contradiction is something impossible—so that an accused person who gets tangled up in contradictions when he appears in court is thereby already found guilty of untruth, and in certain circumstances contradictions can lead him into prison or even to the gallows. But human society as a whole develops continuously in contradictions, and rather than succumbing to these, it only starts to move when it meets contradictions. Contradiction in the life of society, in other words, is always resolved by development, in new advances of culture. The great philosopher [G.W.F.] Hegel said: “Contradiction is the very moving principle of the world.”198 And this movement in the thick of contradictions is precisely the actual mode of development of human society. In the particular case we are concerned with here, i.e. the transition from communist society to private property with the division of labor and exchange, the contradiction that we found is also resolved in a particular development, a long historical process. But this process was essentially just as we originally depicted it, apart from the corrections we have just made.

Exchange initially begins already in primitive conditions with common property, and indeed, as we have assumed, in the form of barter, i.e. product for product. We already find barter at very early stages of human culture. Since exchange as we have depicted it, however, assumes the private property of both parties involved, and this is unknown within the primitive community, this early barter does not occur within the community or tribe but rather outside, not between the members of one and the same tribe, one and the same community, but rather between different tribes and communities when they come into contact with one another. And here it is not an individual member of one tribe who trades with someone from another tribe, but rather tribes and communities as a whole that enter into barter, represented always by their chiefs. The widespread idea held by scholars of political economy of a primitive hunter and fisherman who exchange their respective fish and game with one another in the first dawn of human culture in the primeval forests of America, is a double historical delusion. Not only were there in primitive times, as we saw, no isolated individuals living and working for themselves, but barter between individuals emerged only thousands of years later. Initially, history knows only tribes and peoples bartering with one another. As [Joseph François] Lafitau wrote in his book on the American savages,


Savage peoples constantly pursue exchange. Their trade has in common with the trade of antiquity that it represents an immediate exchange of products against products. Each of these peoples possesses something that the others do not, and trade conveys all these things from one people to the other. This includes corn, pottery, hides, tobacco, covers, canoes, cattle, household equipment, amulets, cotton—in a word, everything used for the maintenance of human life … Their trade is conducted by the chief of the tribe, who represents the whole people.XCVI



Moreover, if we began our earlier depiction of exchange with a particular case—exchange between shoemaker and baker—and treated this as something accidental, this again corresponds strictly to historical truth. In the beginning, exchange between particular savage tribes and peoples were purely accidental and haphazard; it depended on chance encounters and contacts. This is why we see regular barter emerge most early among nomadic peoples, since it is these, by their frequent change of place, who came most frequently into contact with other peoples.XCVII As long as exchange remains a matter of chance, it is only the surplus products, what remains after meeting a tribe’s or community’s own needs, that are offered in exchange for something else. Over time, however, the more frequently such chance exchange is repeated, the more it becomes a habit, then a rule, and gradually people start to produce directly for exchange. Tribes and peoples thus increasingly specialize in one or more particular branches of production, with the object of exchange. A division of labor develops between tribes and communities. In this connection, trade remains for a very long while pure barter, i.e. direct exchange of product for product. In many regions of the United States, barter was still widespread in the late eighteenth century. In Maryland, the legislative assembly laid down the proportions in which tobacco, oil, pork and bread were to be exchanged for one another. In Corrientes [Argentina], as late as 1815, peddler boys ran through the streets with the cry: “Salt for candles, tobacco for bread!” In Russian villages until the 1890s, and in some parts still today, traveling peddlers known as prasols conducted simple barter with peasants. All kinds of knickknacks, such as needles, thimbles, belts, buttons, pipes, soap, etc. were exchanged for bristles, quilts, hare pelts and the like. Potters, plumbers, etc. traveled through Russia with their carts, exchanging their products for corn, linen, hemp, etc.XCVIII With the frequency and regularity of exchange transactions, however, it was not long before, in each district and tribe, one commodity separated out that was easiest to produce, and so could most frequently be given in exchange, or alternatively one that was most lacking and so generally desired. Such a role was played for example by salt and dates in the Sahara desert, sugar in the English West Indies, tobacco in Virginia and Maryland, so-called brick tea (a hard mixture of tea leaves and fat in the form of a brick) in Siberia, ivory among the black Africans, cocoa beans in ancient Mexico. In this way, the climatic and soil conditions in various regions already led to the separating out of a “universal commodity” that was suited to serve as a basis for all trade and a mediator of all exchange transactions. The same occurred with subsequent development from the particular occupation of each tribe. Among hunting peoples, game was naturally the “universal commodity” that they offered for all possible products. In the trade of the Hudson Bay Company, it was beaver fat that played this role. Among fishing tribes, fish are the natural mediator of all exchange. According to the account of a French traveler, on the Shetland Islands change was given in fish even on the purchase of a theatre ticket.XCIX The necessity of such a generally desired commodity as universal mediator of exchange often made itself very perceptible. The celebrated African traveler Samuel [White] Baker, for example, described his exchange with tribes in central Africa:


The difficulties of pro curing provisions are most serious: the only method of purchasing flour is as follows. The natives will not sell it for anything but flesh; to purchase an ox, I require molotes (hoes): to obtain molotes I must sell my clothes and shoes to the traders’ men. The ox is then driven to a distant village, and is there slaughtered, and the flesh being divided into about a hundred small portions, my men sit upon the ground with three large baskets, into which are emptied minute baskets of flour as the natives produce them, one in exchange for each parcel of meat.C



With the transition to stock raising, cattle become the universal commodity in exchange and the universal measure of value. This was the case among the ancient Greeks, as Homer describes it. In describing and valuing the armor of each hero, for example, he says that the armor of Glaucus was worth a hundred head of cattle and that of Diomedes nine.199 As well as cattle, however, other products also served as money among the Greeks of this time. Homer again says that during the siege of Troy, wine from Lemnos200 was paid sometimes in hides, sometimes in oxen, sometimes in copper or iron. Among the early Romans, as we said, the concept of “money” was identical with that of cattle; among the ancient Germans, too, cattle were the universal commodity. It was with the transition to agriculture that metals, iron and copper, acquired a surpassing importance in economic life, partly as material for producing weapons, but still more so for agricultural implements. Metal became the universal commodity as it was produced and used in greater quantities, expelling cattle from this role. Initially it was the universal commodity precisely because it was universally useful and desired for its natural use—as material for all kinds of tools. At this stage, it was also used in trade as raw material, in bars and only by weight. Among the Greeks it was iron that was in general use, among the Romans it was copper, among the Chinese a mixture of copper and lead. Only much later did the so-called precious metals, silver and gold, come into use, and also into trade. But for a very long time these were still used in trade in their raw state, uncoined and by weight.CI Here, accordingly, we can still see the origin of the universal commodity, the money commodity, from a simple product with a particular use. The simple piece of silver that is given one day in exchange for flour might still be used directly the next day to decorate a knight’s shield. The exclusive use of precious metal as money, i.e. coined money, was known neither to the ancient Hindus nor to the Egyptians, nor again to the Chinese. The ancient Jews likewise used metal pieces only by weight. Abraham, for example, according to the Bible, when he bought a burial plot for Sarah in Hebron,201 paid 400 shekels in weighed-out trading silver.202 It is generally assumed that coinage only appeared in the tenth or even eighth century BC, being first introduced by the Greeks. The Romans learned from them, manufacturing their first silver and gold coins in the third century BC.CII With the coining of money from gold and silver, the long, millennial history of the development of exchange reached its fullest, most complete and definitive form.

As we have said, money, i.e. the universal commodity, was already developed before metals began to be used for monetary purposes. And even in the form of cattle, for example, money has precisely the same functions in exchange as gold coins do today: as mediator of transactions, as measure of value, as store of value and as embodiment of wealth. In the form of metallic money, however, the specific characteristic of money is expressed also in its outward appearance. We saw how exchange begins with the simple barter of any two products of labor. It comes into being because one producer—one community or tribe—cannot do without products of the other’s labor. They assist each other with the creations of their respective labor by exchanging these. As such exchanges become frequent and regular, one product emerges as especially preferred, because universally desired, and this becomes the mediator of all exchange transactions, the universal commodity. Any product of labor has the intrinsic ability to become money: boots or hats, linen or wool, cattle or corn, and we also see that the most varied commodities have at times played this role. Which commodity is chosen simply depends on the particular needs or particular occupations of the people in question.

Cattle are initially preferred in this way as a useful product and means of subsistence. With the passage of time, however, cattle are desired and accepted as money. Cattle then make it possible for anyone to accumulate the fruits of his labor in a form that is exchangeable at any time for any other product of society’s labor. Cattle, we said, as distinct from all other private products, are the only directly social product, the only one that is unrestrictedly exchangeable at any time. But in cattle, the dual nature of the money commodity finds strong expression: a glance at cattle shows how, despite being the universal commodity and a social product, they are at the same time a simple means of subsistence that can be butchered and eaten, an ordinary product of human labor, the labor of herders. In the gold coin, however, any memory of the origin of money out of a simple product has already quite disappeared. The coined piece of gold is inherently unsuitable for anything else, it has no other use but to serve as means of exchange, as universal commodity. It is only still value in so far as it is, like any other commodity, the product of human labor, the labor of the gold-miner and goldsmith, but it has lost any private use as means of subsistence, it is precisely nothing but a piece of human labor without any useful and consumable form for private life, it no longer has any use as private means of subsistence, as food, clothing, ornament or anything else, its only purpose being its purely social use, to serve as mediator in the exchange of other commodities. And it is precisely for this reason that it appears in this meaningless and purposeless object: in the gold coin, the purely social character of money, the universal commodity, finds its purest and most mature expression.

The consequences of the definitive development of money in the metal form are: sharp increase in trade, and decline of all social relations that were preciously geared not to trade but to self-sufficiency.CIII The ancient communistic community was shattered by trade, as this accelerated the disparity of wealth among its members, the collapse of common property, and finally the breakdown of the community itself.CIV

The free small peasant economy, which initially produced everything for itself and only sold its surplus, to put money under the mattress, was gradually forced, particularly by the introduction of monetary taxation, to sell its entire product, in order to buy not only food, clothing and household articles, but even grain for sowing. We have seen an example of such a transformation of the peasant economy, from one producing for its own needs to one producing for the market and being ruined in the process, with the last few decades in Russia. In ancient slavery, trade brought about a profound change. So long as slaves were used only for the domestic economy, for agricultural or artisanal tasks for the needs of the master and his family, slavery still had a mild and traditional character. Inhuman treatment of slaves began only when the Greeks, and later the Romans, developed the taste for money and started producing for trade, leading eventually to mass revolts by the slaves,203 which although completely unsuccessful, were heralds and clear signs that slavery had had its day and become unsustainable.CV Precisely the same situation was presented by the corvée in the Middle Ages. Initially this was a relationship of protection, with the peasantry owing the protecting lord a definite moderate sum, either in kind or in labor services, towards the lord’s own consumption. Later, when the nobles learned the conveniences of money, these services and dues were steadily increased for the purpose of trade, the corvée relationship became one of serfdom, and peasants were driven to the utmost limits. In the end, the same spread of trade and the dominance of money led to dues in kind being commuted from serfdom into monetary payments. But this meant that the bell had tolled for the entire outmoded corvée relationship.CVI

Finally, trade in the Middle Ages brought power and wealth for the free towns, but in this way also led to the break-up and decline of the old guild handicrafts. Very early on, the appearance of metallic money made world trade possible. Already in antiquity, certain peoples like the Phoenicians devoted themselves to the role of merchants between peoples, attracting large sums of money in this way and accumulating wealth in the money form. In the Middle Ages, this role fell to the free towns, initially the Italian ones. After the discovery of America and of the sea route to the East Indies, at the end of the fifteenth century, world trade experienced a sudden great expansion: the new lands offered not only new products for trade, but also new gold mines, i.e. the money material.CVII Following the enormous import of gold from America in the sixteenth century, the North German towns—above all the Hanseatic League204—acquired immense riches, and in their wake so did Holland and England. As a result, in the European towns and to a large extent also the countryside, commodity trade, i.e. production for exchange, became the prevailing form of economic life. Exchange thus has its quiet and unremarked beginnings in grey prehistory on the frontiers of savage communist tribes, grows and develops alongside all successive planned economic organizations, such as free simple peasant economy, Oriental despotism, antique slavery, the medieval corvée and the urban guild regime, consuming these one after the other and helping to bring about their collapse and finally the dominance of the completely anarchic, unplanned economy of isolated private producers as the sole and universally prevailing economic form.CVIII

4CIX

Once commodity economy had become the prevailing form of production in Europe by the eighteenth century, at least in the towns, scholars began to study the question as to what was the foundation of this economy, i.e. of universal exchange. All exchange is mediated by money, and the value of every commodity in exchange has its monetary expression. What then does this monetary expression mean, and what is the basis of the value that each commodity has in trade? These were the first questions that political economy investigated. In the second half of the eighteenth and the early nineteenth century, the Englishmen Adam Smith and David Ricardo made the great discovery that the value of each commodity is nothing other than the human labor it contains, so that with the exchange of commodities equal quantities of different kinds of labor are exchanged for one another. Money is simply the mediator here, and simply expresses in the price the corresponding amount of labor contained in each commodity. It does indeed appear rather remarkable to speak of this as a great discovery, since one might believe that nothing was more clear and self-evident than that the exchange of commodities depends on the labor they contain. It is just that the expression of the commodity value in gold, which had become the general and exclusive custom, concealed this natural state of affairs. At the time when the shoemaker and the baker exchanged their respective products, as I said, it was still obvious and visible that exchange came into being because, despite their different uses, each of these took the same amount of labor as the other, and each was therefore worth the same as the other in so far as they both took the same amount of time. But if I say that a pair of shoes costs ten marks, this expression is at first quite puzzling when examined more closely. For what does a pair of shoes have in common with ten marks, in what way are they equal, so that they can be exchanged for one another? How can such different things be compared with one another at all? And how can such a useful product as shoes be exchanged for such a useless and meaningless object as stamped gold or silver discs? Finally, how does it come about that precisely these useless metal discs possess the magic power of obtaining anything in the world by way of exchange? All these questions, however, the great founders of political economy, Smith and Ricardo, did not manage to answer. For the discovery that what is contained in the exchange-value of every commodity, even money, is simply human labor, and that the value of a commodity is therefore that much greater, the more labor its production requires, and vice versa, is only a half-truth. The other half of the truth consists in the explanation of how and why it is that human labor then assumes the strange form of exchange-value, and the puzzling form of money at that. The English founders of political economy did not even raise this question, since they considered it an innate property of human labor, given in the nature of things, that it created commodities for exchange and money. In other words, they assumed it was just as natural as that people have to eat and drink, that hairs grow on the head and that the face has a nose, that they have to produce with their hands commodities for trade. They believed this so firmly that Adam Smith, for example, raised the question in all seriousness whether animals did not already conduct trade, and he only denied this because at that time no such examples had yet been found in the animal world. He says:205

This naïve conception, however, simply means that the great creators of political economy lived in the rock-solid conviction that the present capitalist social order, in which everything is a commodity and produced only for trade, is the only possible and eternal social order, which will endure as long as there are people on this earth. Only Karl Marx, who as a socialist did not take the capitalist order to be the eternal and only possible social form, but rather a passing historical one, made comparisons between present relations and earlier ones at other times. He showed in this way that people had lived for thousands of years without knowing much about money and exchange. Only to the extent that any common planned labor came to an end in society, and society dissolved into a loose anarchic heap of completely free and independent producers with private property, did exchange become the only means of uniting these fragmented individuals and their labors into an integrated social economy. In place of a common economic plan that precedes production, money now becomes the only direct social means of connection, which it does because it represents the only thing in common between the many different private labors as itself a piece of human labor without any particular use, i.e. precisely because it is a completely meaningless product, unsuited for any kind of use in human private life. This meaningless invention is thus a necessity without which no exchange would be possible, i.e. the entire history of culture since the dissolution of primitive communism. The bourgeois political economists of course viewed money also as extremely important and indispensable, but only from the standpoint of the purely external convenience of monetary exchange. This can actually be said of money only in the same sense that one can say that humanity has for example invented religion for the sake of convenience. Money and religion are certainly two powerful cultural products, but they have their roots in quite particular and transient conditions, and, just as they arose, so they will become superfluous in due course. The immense annual expenses on gold production, just as the expenses on religion, not to mention those on prisons, the military or public welfare, which are a heavy burden on today’s social economy, but are necessary costs given the existence of this economic form, will disappear with the abolition of the commodity economy.

The commodity economy, as we have got to know its inner mechanism, appears before us as a wonderfully harmonious economic order, based on the highest principles of morality. Firstly, complete individual freedom prevails. Each person works as he likes, on what he likes and as much as he likes; each is his own master and need only be governed by his own preference. Secondly, they all exchange their commodities, i.e. the products of their labor, for the products of other people’s labor; labor is exchanged against labor, and moreover, on average in equal quantities. So there is also complete equality and reciprocity of interests. Thirdly, in commodity economy commodity is exchanged for commodity, one product of labor for another. Anyone therefore who does not have a product of his labor to offer, anyone who does not work, will also not obtain anything to eat. Here too we have the highest justice. In fact, the philosophers and politicians of the eighteenth century, who fought for the complete triumph of freedom of trade and the abolition of the last vestiges of the old relations of domination—the guild regime and feudal serfdomCX—the men of the Great French Revolution, promised humanity a paradise on earth, in which freedom, equality and fraternity would rule.

A number of leading socialists in the first half of the nineteenth century were still of the same opinion. When scientific political economy was created and Smith and Ricardo made the great discovery that all commodity values were based on human labor, some friends of the working class hit on the idea right away that if commodity exchange were conducted correctly, there would necessarily be complete equality and justice in society. If labor was always exchanged for labor in the same quantities, it would be impossible for inequality of wealth to develop, at most just the well-deserved inequality between hard workers and idlers, and the whole social wealth would belong to those who work, i.e. the working class. But if despite this we see great differences in people’s conditions in present society, if we see wealth alongside poverty and what is more, wealth in the hands of non-workers and poverty for those who create all values by their labor, this must obviously arise from something wrong in the process of exchange, owing to the intervention of money as mediator in the exchange of the products of labor.CXI Money conceals the real origin of all wealth in labor, provokes constant fluctuations of price and thus gives the possibility of arbitrary prices, swindling, and the accumulation of wealth at the cost of others. So, away with money! This socialism aiming at the abolition of money originated in England, represented there as early as the 1820s and 30s by such talented writers as [William] Thompson, [John Francis] Bray and others. The same kind of socialism was then rediscovered by [Johann Karl] Rodbertus, in a Prussia of conservative Pomeranian Junkers206 and brilliant writers on political economy; and finally by Proudhon in France in 1849. Practical attempts in this direction were also undertaken. Under the influence of the above-mentioned Bray, so-called “bazaars” for “equitable labor exchange” were established in many English towns, to which goods were brought to be exchanged without the intervention of money, strictly in accordance with the labor-time they contained. Proudhon also proposed the foundation of a so-called “people’s bank.” But these attempts rapidly went bankrupt, along with the theory behind them. Commodity exchange without money is in fact inconceivable, and the price fluctuations that these people wanted to abolish are in fact the only means for indicating to commodity producers whether they are making too little of a particular commodity or too much, whether they are spending more or less labor on its production than it requires, whether they are producing the right commodities or not. If this sole means of communication between the isolated commodity producers in the anarchic economy is abolished, they are completely lost, being not only struck dumb, but blind into the bargain. Production necessarily comes to a standstill, and the capitalist tower of Babel shatters into ruins. The socialist plans for making capitalist commodity production into socialist simply by the abolition of money were thus pure utopia.

How do things really stand then in commodity production, as far as freedom, equality and fraternity are concerned? How can inequality of wealth arise in the context of general commodity production, where it is only for a product of labor that anyone can get anything, and where equal values can only be exchanged for equal values? Yet present capitalist society is precisely characterized, as everyone knows, by a glaring inequality in people’s material condition, by tremendous accumulation of wealth in a few hands on the one side, and growing poverty for the mass of people on the other. The subsequent question that logically arises for us from all this is: How is capitalism possible in a commodity economy, given that commodities are exchanged according to their value?

IV. WAGE-LABOR

All commodities exchange against one another according to their value, i.e. according to the socially necessary labor they contain. The fact that money plays the role of mediator does not in any way change this basis of exchange: money itself is simply the bare expression of social labor, and the amount of value contained in each commodity is expressed in the amount of money for which the commodity is sold. On the basis of this law of value, complete equality prevails between commodities on the market. And there would also be complete equality among the sellers of commodities, if there were not, among the millions of different kinds of goods coming onto the market for exchange, one particular commodity of a quite special character—labor-power. This commodity is brought to market by those who possess no means of production of their own with which to produce other commodities. In a society based exclusively on commodity exchange, nothing is obtained, as we know, except by way of exchange. We have indeed seen how the commodity that each person brings to market is this person’s unique claim and title to a share in the mass of social products, and at the same time the measure of this share. Each person obtains, in whatever commodities he chooses, exactly the same amount of the mass of labor performed in society as he himself supplies in socially necessary labor in the form of any kind of commodity. To be able to live, therefore, each person must supply and sell commodities. Commodity production and sale has become the condition for human existence. Anyone who does not bring a commodity to market does not receive any means of subsistence. But the production of any kind of commodity requires means of labor, i.e. tools and the like, as well as raw and ancillary materials, not to mention a place of work, equipped with the necessary conditions of labor such as lighting, etc., and finally a certain quantum of means of subsistence, to keep life going until the process of production has been completed and the commodity is sold. Only a few insignificant commodities can be produced without an outlay on means of production: for example, mushrooms and berries that grow in the forest, or shellfish collected on the shore by inhabitants of the coast. But even here, certain means of production are always necessary, such as baskets and the like, as well as means of subsistence that make life possible during this labor. Most kinds of commodity, however, in any society with developed commodity production, require a quite significant outlay on means of production, sometimes a tremendous one. Anyone without such means of production, who is thus not in a position to produce commodities, has nothing for it but to bring himself to market as a commodity, i.e. to bring his own labor-power.

Like any other commodity, the commodity labor-power also has its definite value. The value of any commodity, as we know, is determined by the amount of labor required for its production. In order to produce the commodity labor-power, a particular amount of labor is likewise necessary, i.e. the labor that produces the requisites of life for the worker, food and clothing, etc. Whatever labor therefore is required in order to keep a person capable of labor, to maintain his labor-power, is also what his labor-power is worth. The value of the commodity labor-power, therefore, is represented by the amount of labor that is needed to produce the worker’s means of subsistence. Moreover, as with every other commodity, the value of labor-power is measured on the market in terms of price, i.e. in money. The monetary expression, i.e. the price of the commodity labor-power, is called the wage. With every other commodity, the price rises when demand grows more quickly than supply, and conversely falls when the supply of the commodity is greater than demand. The same also holds for the commodity labor-power: with rising demand for workers, wages show a general tendency to rise, and if the demand falls or the labor-market is overfilled with fresh commodity, wages show a tendency to fall. Finally, as with every other commodity, the value of labor-power, and along with it ultimately its price as well, is higher if a greater amount of labor is required for its production: in this case, if the worker’s means of subsistence require more labor for their production. And conversely, every saving on the labor required to produce the worker’s means of subsistence leads to a reduction in the value of labor-power, and thus also in its price, i.e. in wages. As David Ricardo wrote in 1817:


Diminish the cost of production of hats, and their price will ultimately fall to their new natural price, although the demand should be doubled, trebled, or quadrupled. Diminish the cost of subsistence of men, by diminishing the natural price of the food and clothing, by which life is sustained, and wages will ultimately fall, notwithstanding that the demand for laborers may very greatly increase.207



The only way, therefore, in which the commodity labor-power is initially distinguished from other commodities on the market is that it is inseparable from its seller, the worker, so that it cannot tolerate any long wait for buyers, otherwise it will disappear along with its bearer, the worker, for lack of means of subsistence, whereas most other commodities can tolerate a more or less long waiting-time quite well. The particularity of the commodity labor-power is thus not yet expressed on the market, where it is only exchange-value that plays a role. It lies elsewhere—in the use-value of this commodity. Every commodity is bought on account of the utility that its consumption can bring. Boots are bought in order to serve as clothing for the feet; a cup is bought so that tea can be drunk from it. What use then can labor-power serve when purchased? Obviously, that of laboring. But this scarcely says anything yet. People at every time could and had to work, ever since the human race existed, and yet whole millennia passed in which labor-power was completely unknown as a purchasable commodity. On the other hand, if we imagine that a person, with his full labor-power, was only in a position to produce the means of subsistence that he himself needed, then the purchase of such labor-power, i.e. of labor-power as a commodity, would be quite senseless. For if someone buys and pays for labor-power, puts it to work with his own means of production, and only obtains at the end of the day the maintenance of the bearer of his purchased commodity, the worker, this means that the worker by selling his labor-power only obtains someone else’s means of production in order to work with these for himself. From the standpoint of commodity exchange this would be a senseless deal, just as if someone were to buy boots simply to return them to the shoemaker as a present. If this were the only use of human labor-power, it would have no utility for the purchaser and accordingly could not appear on the market as a commodity. For only products with a definite utility can figure as commodities. If labor-power appears as a commodity, therefore, it is not enough that the person concerned can work, if he is given means of production, but rather that he can work more than is needed for the production of his own means of subsistence. He must be able to work not only to support himself, but also work for the buyer of his labor-power. The commodity labor-power, therefore, in its use, i.e. in labor, must not simply be able to replace its own price, i.e. the wage, but on top of this also supply surplus labor for the purchaser. And indeed, the commodity labor-power does have this convenient property. But what does this mean? Is it a kind of natural property of man, or of the worker, that he can perform surplus labor? At the time when it took people a year to make an axe out of stone, or hours rubbing two sticks of wood together to make a fire, when it took several months to make a single bow, even the cleverest and most unscrupulous entrepreneur would have been unable to press any surplus labor out of anyone. A certain level of productivity of human labor is therefore required in order for any surplus-labor at all to be provided. In other words, human tools, skills and knowledge, human domination over natural forces, must already have reached a certain level, not simply to be able to produce means of subsistence for the worker himself, but on top of this also to produce for others. This perfection of tools and knowledge, however, this degree of mastery of nature, was only acquired by human society through long millennia of painful experience. The distance from the first crude stone instruments and the discovery of fire through to today’s steam and electrical machinery, represents humanity’s whole course of social development, a development that was possible only within society, by people’s social coexistence and collaboration. The productivity of labor, therefore, that endows the labor-power of the present-day wage-laborer with the convenient property of performing surplus labor, is not a physiological particularity of the human being, something given by nature, but rather a social phenomenon, the fruit of a long developmental history. The surplus labor of the commodity labor-power is simply another expression for the productivity of social labor, which manages to maintain several people from the labor of one.

The productivity of labor, however, particularly where it is assisted even at a primitive cultural level by fortunate natural conditions, does not always and everywhere lead to the sale of labor-power and its capitalist exploitation. Let us transport ourselves for a moment to those favored tropical regions of Central and South America that were Spanish colonies from the discovery of the New World until the early nineteenth century, and where bananas are the main food of the native population. “I doubt whether there is another plant on the globe which on so small a space of ground can produce so considerable a mass of nutritive substance,” wrote Alexander von Humboldt:


According to this last principle, and the fact is very curious, we find that in a very fertile country a demi hectare … cultivated with bananas of the large species (platano arton), is capable of maintaining fifty individuals; when the same in Europe would only yield annually, supposing the eight-grain, 576 kilograms of flour, a quantity not equal to the subsistence of two individuals.208



Besides, bananas require for their production only the slightest human effort, needing only one or two light rakings of the earth around their roots. “At the foot of the Cordillera, in the humid valleys of the intendancies of Vera Cruz, Valladolid, and Guadalajara, a man who merely employs two days in the week in a work by no means laborious may procure subsistence for a whole family.”209

It is clear that the productivity of labor here would certainly permit exploitation, and a scholar with a true capitalist soul, such as [Thomas] Malthus, could exclaim in tears at the description of this earthly paradise: “What immense powers for production are here described! What resources for unbounded wealth …!”CXII In other words, how splendidly gold could be beaten out of the work of the banana-eaters by zealous entrepreneurs, if these lazy-bones could only be harnessed to labor. But what do we actually see? The inhabitants of these favored regions did not think of accumulating money, but simply examined the banana trees, tasted their respective fruit, and spent a lot of free time lying in the sun and enjoying life. Humboldt says very pertinently of them:


We hear it frequently repeated in the Spanish colonies, that the inhabitants of the warm region (tierra caliente) will never awake from the state of apathy in which for centuries they have been plunged, until a royal cedula210 shall order the destruction of the banana plantations (plantanares).211



What from the capitalist standpoint is described as “apathy” is precisely the mental state of all peoples still living in relations of primitive communism, in which the purpose of human labor is simply to satisfy people’s natural needs, and not the accumulation of wealth. But so long as these conditions prevail, then no matter how productive labor is, there can be no question of the exploitation of one person by another, the application of human labor-power for the production of surplus labor.

The modern entrepreneur, however, was not the first to discover this convenient property of human labor-power. We already see the exploitation of surplus labor by non-workers in ancient times. Slavery in antiquity, as well as the corvée relationship and serfdom in the Middle Ages, were both based on a level of productivity already attained, i.e. the capacity of human labor to maintain more than one person. Both are also simply different forms in which one class of society made use of this productivity in order to have itself maintained by another class. In this sense, the antique slave and the medieval serf are direct forerunners of today’s wage-laborer. But neither in antiquity nor the Middle Ages did labor-power become a commodity, despite its productivity and despite its exploitation. What is particular in the present-day relationship between wage-laborer and entrepreneur, what distinguishes it from both slavery and serfdom, is above all the personal freedom of the laborer. The sale of commodities is the voluntary and private business of each person, based on complete individual freedom. An unfree person cannot sell his labor-power. A further condition for this, however, is that the worker possesses no means of production. If he did, he would produce commodities himself and not part with his labor-power as a commodity. The separation of labor-power from the means of production, accordingly, is another factor along with personal freedom that makes labor-power today a commodity. In the slave economy, labor-power is not separated from the means of production; on the contrary, it is itself a means of production and belongs together with tools, raw materials, etc. to the master as his private property. The slave is simply part of the indistinguishable mass of the slaveholder’s means of production. In corvée labor, labor-power is legally tied directly to the means of production, to the soil, it is itself simply an accessory to the means of production. Corvée services and dues are not in fact the responsibility of individuals but of the plot of land; if the land is transferred to other hands, by inheritance or likewise, the dues go along with it. Today the worker is personally free, he is neither anyone’s property nor is he tied to the means of production. On the contrary, the means of production belong to one person, labor-power to another, and the two owners face each other as independent and free, as buyer and seller—the capitalist as buyer of labor-power, the worker as its seller. Finally, however, neither personal freedom nor the separation of labor-power from the means of production always lead to wage-labor, to the sale of labor-power, even at a high level of labor productivity. We saw an example of this kind in ancient Rome, after the great mass of free small peasants were driven from their lands by the formation of large noble estates with a slave economy. They remained personally free, but no longer had any land, any means of production, so that they moved massively from the countryside to Rome as free proletarians. Here, however, they could not sell their labor-power, as there were no buyers to be had; the rich landowners and capitalists did not need to buy free labor-power, being maintained by the work of slaves. Slave labor at that time was completely sufficient to satisfy all the landowners’ needs, as they had everything possible made by slaves. But labor-power could not be used for more than their own living and luxury, the very purpose of slave production being the owner’s consumption rather than the sale of commodities. In this way, the Roman proletarians were excluded from all sources of wealth deriving from their own labor, and there was nothing left for them but to live from beggary—beggary from the state, from periodic distributions of means of subsistence. Instead of wage-labor, accordingly, what arose in ancient Rome was the mass feeding of property-less free people at the cost of the state, which led the French economist [Jean Charles Léonard de Sismondi] to say that in ancient Rome the proletariat lived at the expense of society, whereas today society lives at the expense of the proletariat.212 But if today it is possible for proletarians to work for both their own consumption and that of others, if the sale of their labor-power is possible, this is because today free labor is the sole and exclusive form of production, and because as commodity production it is precisely not geared to direct consumption, but rather to the creation of products for sale. The slaveholder bought slaves for his own comfort and luxury, the feudal lord extracted services and dues from the corvée peasants for the same purpose: to live literally like a lord, along with his clan. The modern entrepreneur does not get workers to produce objects of food, clothing and luxury for his own consumption, but rather commodities for sale, in order to obtain money. And it is precisely this that makes him a capitalist, just as it makes the workers into wage-laborers.

We see, then, how the simple fact of the sale of labor-power as a commodity implies a whole series of particular social and historical relations. The mere appearance of labor-power as a commodity on the market indicates: 1) the personal freedom of the workers; 2) their separation from the means of production along with the accumulation of means of production in the hands of non-workers; 3) a high level of productivity of labor, thus the possibility of performing surplus labor; 4) the general prevalence of commodity economy, i.e. the creation of surplus labor in the commodity form as the purpose of the purchase of labor-power.

Externally, from the standpoint of the market, the sale and purchase of the commodity labor-power is a completely ordinary business, one of thousands that take place every moment, like the purchase of boots or onions. The value of the commodity and its alterations, its fluctuating price, the equality and independence of buyer and seller on the market, the voluntary character of the deal—all this is exactly as with any other transaction. But owing to the particular use-value of this commodity, the particular conditions that create it as a use-value, this everyday market transaction becomes a new and quite particular social relation. Let us examine more closely what this market transaction leads to.
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The entrepreneur buys labor-power and like any purchaser pays its value, i.e. its production costs, by paying the worker as his wage a price that covers the worker’s maintenance. But this purchased labor-power is capable, with the average means of production used in society, to produce more than simply its own maintenance costs. This is already, as we know, a precondition of the whole business, which would otherwise be senseless; it is precisely here that the use-value of the commodity labor-power lies. Since the value of maintaining labor-power is determined, as with any other commodity, by the amount of labor required for its production, we can assume that the food, clothing, etc. that are needed for the daily maintenance of the worker in a condition capable of labor require, let us say for example, six hours’ labor. The price of the commodity labor-power, i.e. its wage, must then normally come to six hours’ labor in money. But the worker spends not just six hours working for his entrepreneur but longer, let us say for example eleven hours. In these eleven hours, the worker firstly spends six hours reimbursing the wage he receives, and on top of this provides five hours of labor for nothing, which the entrepreneur gets for free. The working day of each worker thus necessarily and normally consists of two parts: one paid, in which the worker simply reimburses the value of his maintenance, in which he works as it were for himself, and an unpaid part, in which he performs free or surplus labor for the capitalist.

The situation was similar in earlier forms of social exploitation. In the days of bondage, the labor of the serf for himself and his labor for his master were even distinct in time and space. The peasant knew exactly when and for how long he worked for himself, and when and for how long he worked for the maintenance of his noble lord, whether temporal or spiritual. He worked first for a few days on his own plot, then for a few days on that of the lord, or else he worked in the morning on his own plot and in the afternoon on that of the lord, or he worked continuously for some weeks on the one and then for some weeks on the other. In one particular village, for example, belonging to the Maurusmünster Abbey in Alsace,213 corvée labor in the mid-twelfth century was laid down as follows: from mid April to mid May, each peasant household to provide three full days’ labor per week, from May to Midsummer’s day one afternoon per week, from Midsummer’s day to haymaking two days per week, then three afternoons per week until harvest, and from Martinmas214 to Christmas three full days per week. In the later Middle Ages, to be sure, with advancing enserfment, work for the lords increased steadily, so that almost every day in the week and every week in the year was taken up by corvée, and the peasants had scarcely any time left to cultivate their own fields. But in that era they knew quite precisely that they were working not for themselves but for someone else. Even the dumbest peasant could not possibly be mistaken on this score.

With modern wage-labor, matters are quite different. The worker does not produce in one part of his working day, as it were, objects that he needs himself: his food, clothing, etc., then in another part of the day other things for the entrepreneur. On the contrary, the worker in the factory or workshop spends the whole day producing one and the same object, which generally means an object that he needs only in very small amounts, if at all, for his own private consumption: for example, steel pens, or rubber bands, or silk cloth, or iron tubes. In the indistinguishable heap of steel pens or rubber bands or cloth that he has created in the course of the day, each piece looks just like any other, to a hair, there is not the slightest difference according to whether one part of this quantity is paid labor and the other part unpaid, whether one part is for the worker and the other for the entrepreneur. On the contrary, the product that the worker produces has no utility at all for him, and not a tiny bit of it belongs to him; everything that the worker produces belongs to the entrepreneur. Here we see a major outward difference between wage-labor and serfdom. The corvée peasant, in normal conditions, necessarily had to have some time on which to work on his own land, and the product of his labor there belonged to him. With the modern wage-laborer, his whole product belongs to the entrepreneur, and so it looks as if his work in the factory has nothing at all to do with his maintenance. He has received his wage and can do with it what he will. In return for the wage, he has to work at what the entrepreneur tells him, and everything he produces belongs to the entrepreneur. But the difference that is invisible to the worker is clear enough in the entrepreneur’s accounts, when he calculates his receipts from the production of his labor. For the capitalist, this is the difference between the sum of money he receives from the sale of the product, and his outlays both on means of production and on his workers’ wages. What remains for him as profit is precisely the value created by unpaid labor, i.e. the surplus value that the workers have created. Each worker then produces, first of all his own wage, and then a surplus value that the capitalist gets for free. If he has woven eleven meters of silk cloth in eleven hours, then six meters of this may contain the value of his wage, and five meters are surplus value for the entrepreneur.

But the distinction between wage-labor and slave or corvée labor has still more important consequences. Both the slave and the corvée peasant performed their labor principally for their own private need and for the master’s consumption. They produced for their master objects of food and clothing, furniture, luxury goods, etc. This was at all events the norm, before slavery and serfdom degenerated under the influence of trade, and were approaching their end. The ability of a person to consume, however, i.e. luxury in private life, has definite limits in each era. The antique slaveholder or the medieval noble could not consume more than full barns, full stables, rich clothes, richly appointed rooms, a sumptuous life for themselves and their household. Objects like these, which they needed for everyday life, could not even be stored in large quantities, as they would perish: grain easily succumbs to rot or is eaten by rats and mice; stocks of hay and straw readily catch fire, clothing is damaged, dairy products, fruit and vegetables are very hard to preserve. Even with a sumptuous lifestyle, therefore, consumption in both slave and corvée economy had its natural limits, and this also set limits to the normal exploitation of the slaves and peasants. It is different with the modern entrepreneur, who buys labor-power in order to produce commodities. What the worker produces in the factory or workshop is generally quite useless for himself, and equally useless for the entrepreneur. The latter does not put the labor-power he purchases to work at producing food and clothing, but has it produce commodities that he himself does not need. He only has silk or metal tubes or coffins produced so as to get rid of them by sale as quickly as possible. He has them produced in order to obtain money by their sale. And he receives back his outlays, as well as the surplus labor that his workers supply him with for free, in the money form. It is to this end, to turn the workers’ unpaid labor into money, that he conducts his whole business and buys labor-power. But money, as we know, is the means for unlimited accumulation of wealth. In the money form, wealth does not lose value by lengthy storage. On the contrary, as we shall go on to see, wealth in the money form even seems to grow as a result of storage. And in the money form, wealth know no limits at all, it can grow endlessly. The hunger of the modern capitalist for surplus labor accordingly knows no limits. The more unpaid labor can be pressed out of the workers, the better. To extract surplus value, and extract it without limit, is the particular purpose and task of the purchase of labor-power.

The natural drive of the capitalist to expand the surplus value extracted from the workers takes two simple paths, which present themselves automatically, as it were, when we consider the composition of the working day. We saw how the working day of every wage-laborer normally consists of two parts: a part in which the worker receives back his own wage, and a further part in which he supplies unpaid labor, surplus value. In order to expand this second part as much as possible, the entrepreneur can proceed along two routes: either extend the whole working day, or shorten the first, paid part of the working day, i.e. reduce the wage of the worker. In actual fact the capitalist uses both methods at the same time, which gives the system of wage-labor a constant dual tendency: to the extension of working time, and to the reduction of wages.

If the capitalist buys the commodity labor-power, he does so as with any other commodity, in order to derive utility from it. Every commodity buyer seeks to get as much use as possible from his commodities. If we buy boots, for example, we want to wear them for as long as possible. The buyer of the commodity enjoys the full use and utility of the commodity. The capitalist, accordingly, who has bought the commodity labor-power, has the full right, from the standpoint of commodity purchase, to demand that the purchased commodity serve him for as long as possible and as much as possible. If he has paid for a week’s labor-power, then the use of it belongs to him for a week, and in his capacity as purchaser he has the right to have the worker labor up to twenty-four hours for each of the seven days. The worker, on the other hand, as seller of the commodity, has a completely opposed position. While the capitalist does indeed have the use of his labor-power, this meets its limits in the physical and mental capacity of the worker. A horse cannot work for more than eight hours, day in, day out, without being ruined. A human being, likewise, in order to restore the energy spent in labor, needs a certain time for eating, clothing, rest, etc. If he does not have this, then his labor-power is not simply used, but destroyed. The worker is weakened by excessive labor and his life cut short. If each week the capitalist shortens the life of the worker by two weeks, by limitless consumption of his labor-power, this is the same as if he were appropriating three weeks for the wage of one. From the same standpoint of commodity exchange, this means that the capitalist is robbing the worker. In relation to the working day, capitalist and worker represent two diametrically opposed positions on the commodity market, and the actual length of the working day is decided only by struggle between the capitalist class and the working class, as a question of power.CXIII Inherently, therefore, the working day has no definite limits; in different times and places we find working days of eight, ten, twelve, fourteen, sixteen and eighteen hours. And as a whole, the struggle over the length of the working day lasts for centuries. We can distinguish two major phases in this struggle. The first begins in the late Middle Ages, in the fourteenth century, when capitalism took its first hesitant steps and began to shatter the firm protective armor of the guild regime. The normal customary working time, in the golden age of handicrafts, amounted perhaps to ten hours, with meal times, sleep, recreation, rest on Sundays and feast days being comfortably observed in all particulars. This was sufficient for traditional handicraft with its slow methods of work, but it was not sufficient for the early manufacturing enterprises. The first thing that the capitalists required from governments, accordingly, was the extension of working time. Between the fourteenth and the late seventeenth centuries, we see in England, France and Germany specific laws covering the minimum working day, i.e. bans on workers and journeymen working less than a definite working time, which was generally twelve hours per day. The great cry from the Middle Ages down to the eighteenth century is the struggle against workers’ idleness. But once the power of the old guild handicrafts was broken, and a massive proletariat lacking any means of labor and forced to sell its labor-power appeared, while on the other hand large factories with feverish mass production arose, the page turned in the eighteenth century. A sudden consumption of workers of every age and both sexes began, with entire populations of workers being mown down in a few years as if by plague. A British MP declared in Parliament in 1863: “The cotton trade has existed for ninety years … It has existed for three generations of the English race, and I believe I may safely say that during that period it has destroyed nine generations of factory operatives.”215 And a bourgeois English writer, John Wade, wrote in his book on the History of the Middle and Working Classes, “The cupidity of mill-owners whose cruelties in the pursuit of gain have hardly been exceeded by those perpetrated by the Spaniards in the conquest of America in the pursuit of gold.”216 In the 1860s in England, in certain branches of industry such as stocking making, children of nine or ten years old were occupied from two, three or four o’clock in the morning until ten, eleven or twelve at night. In Germany, the conditions that prevailed until recently, in mirror manufacture and in baking, for example, are sufficiently well known. It was modern capitalist industry that first succeeded in making the formerly quite unknown discovery of nightwork. In all earlier social conditions, night was seen as a time determined by nature itself for human rest.CXIV The capitalist enterprise discovered that surplus value extracted from the worker at night was in no way different from that extracted by day, and introduced day and night shifts. Sundays, which in the Middle Ages were most strictly observed by the handicraft guilds, were sacrificed to the capitalists’ hunger for surplus value, and equated with other working days. On top of this were dozens of little inventions to extend working time: taking meals on the job without a pause, cleaning machines after the regular working day ends, i.e. during the workers’ rest time, and so on. This practice of the capitalists, which prevailed quite freely and unimpeded in the early decades, soon made necessary a series of new laws about the working day—this time not to forcibly extend working hours, but rather to curtail them. And the first legal restrictions on the maximum working day were not forced by the pressure of workers, but by capitalist society’s own instinct for self-preservation. The first few decades of unrestricted operation of large-scale industry produced such a devastating effect on the health and living conditions of the mass of working people, with tremendous mortality, disease, physical crippling, mental desperation, epidemic disease and unfitness for military service, that the very survival of society seemed deeply threatened.CXV It was clear that if the natural drive of capital for surplus value were not reined in by the state, whole states would sooner or later be turned into giant cemeteries, in which only the bones of workers would be visible. But without workers there is no exploitation of workers. In its own interest, accordingly, in order to secure the future of exploitation, capital had to set some limits to present exploitation. The strength of the people had to be protected to a certain extent, in order to secure their future exploitation. A transition was necessary from an unviable economy of robbery to rational exploitation. This gave rise to the first laws on the maximum working day, along with bourgeois social reform in general. We can see a counterpart of this in the hunting laws. Just as game are protected by law for a definite time, so that they can multiply rationally and regularly as an object for hunting, in the same way social reform ensures the labor-power of the proletariat a certain time of protection, so that it can serve rationally for exploitation by capital. Or, as Marx put it, the restriction of factory work was dictated by the same necessity that forces the landowner to spread fertilizer over the fields. Factory legislation was born in a hard struggle of decades against the resistance of individual capitalists, initially for children and women, and in particular industries step by step. France then followed, where the February revolution of 1848, under the initial pressure of the victorious Paris proletariat, proclaimed the twelve-hour working day, this being also the first general law on the working time of all workers, including adult men in all branches of industry. In the United States, a general movement of workers for the eight-hour day began immediately after the Civil War of 1861[–65], which abolished slavery,217 a movement that then spread to Europe. In Russia, the first protective legislation for women and minors arose from the great factory disturbances of 1882 in the Moscow industrial zone,218 and a working day of eleven and a half hours for adult men was the result of the first general strike of 60,000 textile workers in St Petersburg in 1896–97.219 Germany is now limping behind all other major modern states, with protective legislation only for women and children.

So far we have spoken only of one particular aspect of wage-labor, working time, and here we already see how the simple commodity transaction of buying and selling labor-power has many particular features. But it is necessary here to recall Marx’s words:


It must be acknowledged that our worker emerges from the process of production looking different from when he entered it. In the market, as owner of the commodity “labor-power,” he stood face to face with other owners of commodities, one owner against another owner. The contract by which he sold his labor-power to the capitalist proved in black and white, so to speak, that he was free to dispose of himself. But when the transaction was concluded, it was discovered that he was no “free agent,” that the period of time for which he is free to sell his labor-power is the period of time for which he is forced to sell it, that in fact the vampire will not let go “while there remains a single muscle, sinew or drop of blood to be exploited.”220 For “protection” against the serpent of their agonies,221 the workers have to put their heads together and, as a class, compel the passing of a law, an all-powerful social barrier by which they can be prevented from selling themselves and their families into slavery and death by voluntary contract with capital.222



Labor protection legislation is in fact the first official acknowledgement by present-day society that the formal equality and freedom on which commodity production and exchange is based already breaks down, collapses into inequality and unfreedom, as soon as labor-power appears on the market as a commodity.
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The capitalists’ second method for expanding surplus value is the reduction of wages. Like the working day, wages also have no definite limits. Above all, if we speak of the wages of labor, we need to distinguish between the money that the worker receives from the entrepreneur, and the quantity of means of subsistence that he obtains for this. If all we know about a worker’s wage is that he is paid, for example, two marks per day, we effectively know nothing. For when prices are high, the same two marks will buy much less in terms of means of subsistence than when prices are low. In one country, the same two-mark coin means a different standard of living than it does in another, and the same applies to almost every region within a country. The worker may even receive more money as his wage than previously, and at the same time live not better but just as badly, or even worse. The real, actual wage, therefore, is the sum of means of subsistence that the worker obtains, whereas the money wage is only the nominal wage. If the wage is then simply the monetary expression of the value of labor-power, this value is actually represented by the amount of labor that is spent on the worker’s necessary means of subsistence. But what are these “necessary means of subsistence”? Aside from individual differences between one worker and another, which play no role, the different standard of living of the working class in different countries and at different times already shows that the concept “necessary means of subsistence” is very variable and flexible. The better-off English worker of today considers his daily intake of beefsteak as necessary for life, while the Chinese coolie lives on a handful of rice. In connection with the flexibility of the concept “necessary means of subsistence,” a similar struggle develops over the level of wages as it does over the length of the working day. The capitalist, as buyer of commodities, explains his position as follows: “Is it not quite completely correct that I must pay its proper value for the commodity labor-power, just like any honest purchaser? But what is the value of labor-power? The necessary means of subsistence? Well, I give my worker exactly as much as is necessary for his life; but as to what is absolutely necessary to keep someone alive, this is a matter for science first of all, i.e. for physiology, and secondly a matter of general experience. And it goes without saying that I give exactly this minimum; for if I were to give a penny more, I would not be an honest purchaser, but rather a fool, a philanthropist, making a gift from my own pocket to the person from whom he has bought a commodity. I don’t give my shoemaker or cigarette seller a penny extra, but try to buy their commodities as cheaply as possible. In the same way, I try to buy labor-power as cheaply as possible, and we are completely on the level if I give my worker the barest minimum that he needs to maintain his life.” The capitalist here is completely within his rights, from the standpoint of commodity production. But the worker is no less within his rights when he responds to the commodity purchaser: “Of course I cannot claim more than the actual value of my commodity, labor-power. But what I demand is that you really do pay me its full value. I don’t want anything more than the necessary means of subsistence. But what means of subsistence are necessary? You say that the answer to this is supplied by the science of physiology and by experience, and that these show what is the minimum a person needs in order to maintain life. What you refer to here, by the concept of ‘necessary means of subsistence’ is therefore the absolutely, physiologically necessary. But this is against the law of commodity exchange. For you know as well as I do that what decides the value of every commodity on the market is the labor socially necessary for its production. If your shoemaker offers you a pair of boots and asks 20 marks for them, as he has spent four days working on them, you will reply: ‘I can get boots like this from the factory for only 12 marks, as they can be made in a day with machinery. Given that it is now usual to produce boots by machine, your four days’ work was not necessary, from the social point of view, even if it was necessary for you, as you don’t work with machines. But I can’t help that, and will pay you only for the socially necessary labor, i.e. 12 marks.’ If this is how you proceed when purchasing boots, you must then pay the socially necessary costs of maintaining my labor-power when you buy this. Socially necessary to my labor, however, is everything that in our country and in the present age is seen as the customary maintenance of a man of my class. In a word, what you have to pay me is not the physiologically necessary minimum that barely keeps me alive, as you would give an animal, but rather the socially customary minimum that ensures my habitual standard of living. Only then will you have paid the value of the commodity as an honest purchaser, otherwise you are buying it below its value.”

We see here how the worker is just as much in the right as the capitalist, simply from the commodity standpoint. But it is only over time that the worker can get this standpoint accepted—as a social class, i.e. as a whole, as organization. Only with the rise of trade unions and a workers’ party does the worker begin to sell his labor-power at its value, i.e. to insist on maintaining his life as a social and cultural necessity. Before the appearance of trade unions in a country, however, and before their acceptance in each particular branch of industry, what was decisive in determining wages was the tendency of the capitalist to reduce the means of subsistence to the physiological minimum, the animal minimum, i.e. to regularly pay for labor-power below its value. The time of unrestrained rule of capital, still not meeting any resistance on the part of workers’ coalitions and organization, led to the same barbaric degradation of the working class in relation to wages as it did in relation to working time before the introduction of factory legislation. This is a crusade by capital against any trace of luxury, comfort and convenience in the life of the worker, as he was accustomed to in the earlier period of handicrafts and peasant economy. It is an attempt to reduce the worker’s consumption to the simple bare act of supplying the body with a minimum of fodder, in the way that cattle are fed or machinery is oiled. In this connection, the lowest and least needy workers are presented to the spoiled worker as model and example. This crusade against the human maintenance of the workers began in England—along with capitalist industry. An English writer complained in the eighteenth century: “Simply consider the shocking quantity of superfluities that our manufacturing workers consume, for example brandy, gin, tea, sugar, foreign fruit, strong beer, pressed linen, snuff and smoking tobacco, etc.”223 At that time the French, Dutch and German workers were offered as a model of frugality to the English workers. An English manufacturer wrote: “Labor is a whole third more reasonable in France than in England; for the French poor”—this is how they referred to the workers—“work hard and are sparing on food and clothing, their main consumption being bread, vegetables, roots and dried fish, for they very seldom eat meat, and very little bread when wheat is dear.”224 Around the beginning of the nineteenth century, an American, Count [Benjamin Thompson] Rumford, produced a special “cookbook for workers” with recipes for cheaper food. One recipe from this famous book, for example, which was accepted with great enthusiasm by the bourgeoisie of several countries, went: “Five pounds of barley, five pounds of maize, 30 pfennigs worth of herrings, 10 pfennigs of salt, 10 pfennigs of vinegar, 20 pfennigs of pepper and vegetables—total 2.08 marks, provides a soup for sixty-four people, and with the average price of grain, the cost of food can be reduced to no more than 3 pfennig per head.”225 Of the workers in the mines of South America, whose daily work, perhaps the heaviest in the world, consists in carrying on their shoulders a weight of ore of between 180 and 200 lbs. from a depth of 450 feet, Justus Liebig relates that they live only on bread and beans.226 They would prefer just bread as their nourishment, but their masters, having found that they cannot work so hard on bread, treat them like horses and force them to eat beans, as beans contribute more to the building of bones than does bread. In France, the first hunger revolt of the workers took place already in 1831—that of the silk weavers in Lyon. But capital celebrated its greatest orgies in the reduction of wages under the Second Empire, in the 1860s, when machine industry proper took hold in France. The entrepreneurs fled from the towns to the countryside, where they could find cheaper hands. And they found women there who would work for one sou a day, about four pfennigs.227 But this wonderful state of affairs did not last long, for such a wage could not sustain even an animal existence. In Germany, capital first introduced similar conditions in the textile industry, where wages in the 1840s were driven down even below the physiological minimum, leading to the hunger revolts of weavers in Silesia and Bohemia. Today the animal minimum subsistence remains the rule for wages where trade unions do not have their effect on the standard of living—for agricultural workers in Germany, in dressmaking, and in the various branches of domestic industry.
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In ratcheting up the burden of labor and pressing down the living standard of working people to as near as possible an animal level, if not sometimes indeed below this, modern capitalist exploitation is similar to that of the slave and corvée economies at the time of their worst degeneration, i.e. when each entered its respective phase of decay. But what capitalist commodity production is unique in having brought forth, quite unknown in all earlier epochs, is the partial non-employment and consequent non-consumption of working people as a constant phenomenon, i.e. the so-called reserve army of labor. Capitalist production depends on the market and must follow its demand. This however changes continuously and alternately generates so-called good and bad years, seasons and months of business. Capital must continuously adapt to the changing conjuncture, and accordingly employ either more or fewer workers. It must, accordingly, in order to have to hand at any time the labor-power needed for even the highest market demand, constantly keep available in reserve, on top of the workers actually employed, a considerable number of unemployed. These workers, not being employed, receive no wage, their labor-power is not bought, it simply remains in store; the non-consumption of a section of the working class is thus an essential component of capitalist production’s law of wages. How these unemployed live their life is no concern of capital, yet capital rebuffs any attempt to abolish the reserve army as a danger to its own vital interests. A striking example of this was offered by the English cotton crisis of 1863. When the spinning and weaving mills of England suddenly had to break off production for want of American raw cotton, and close to a million of the working population were workless, a number of these unemployed decided to emigrate to Australia in order to escape the threat of starvation. They asked the English Parliament to grant £2 million to facilitate the emigration of 50,000 unemployed workers. The cotton manufacturers, however, raised a storm of indignation against this suggestion from the workers. Industry could not do without machines, and like machines, the workers had to remain available. “The country” would suffer a loss of £4 million if the starving unemployed suddenly disappeared. Parliament accordingly refused the emigration fund, and the unemployed remained chained to the breadline so as to form the necessary reserve for capital. A still more dramatic example was offered by the French capitalists in 1871. After the defeat of the [Paris] Commune, when the butchery of the Paris workers, in both legal and extra-legal forms, was pursued to such an enormous degree that tens of thousands of proletarians, including the best and most capable, the elite of the working class, were murdered,228 the satisfied sense of revenge on the part of the entrepreneurs was punctuated by an unease that a shortage of reserve “hands” might soon be painfully felt; it was precisely at this time, after the end of the war, that industry was experiencing a vigorous upswing. Several Paris entrepreneurs accordingly applied to the courts to have the persecution of Commune fighters moderated and thus save workers from military butchers for the arm o f capital.

For capital, however, the reserve army has a dual function: first, to supply labor-power for every sudden upswing in business, and second, to exert a constant pressure on the active workforce by competition from the unemployed, and so reduce their wages to a minimum.

Marx distinguished four different strata in the reserve army, with differing functions for capital and its conditions of existence. The topmost stratum is the periodically inactive industrial workers, who are present in all trades, even the best-situated ones. Their members constantly change, as every worker is unemployed at certain times and active in others; their numbers also fluctuate sharply with the course of business, becoming very high in times of crisis and low at the peak of the cycle; but they never disappear, and generally increase with the progress of industrial development. The second stratum are the unskilled proletarians who flood into the towns from the country, who appear on the labor market with the lowest demands, and as simple workers are not tied to any definite branch of industry, but are ready for employment in any branch as a reservoir. The third category is the lower order of proletarians, who have no regular employment and are constantly looking for one kind of casual labor or another. Here we find the longest working time and the lowest wages, and for this reason this stratum is quite as useful for capital, and as directly indispensable, as the former categories. This stratum is constantly recruited from the surplus numbers in industry and agriculture, but particularly from small-scale artisans who go under and from dying trades. It forms the broad basis for domestic industry, and acts as it were behind the scenes, behind the official showground of industry. And here it not only has no tendency to disappear, but actually grows both by the increasing effects of industry in town and country, and by the greatest production of children.

Finally, the fourth stratum of the proletarian reserve army are the direct paupers, the recognized poor, some of them capable of work, who in times when industry and trade are good are to a certain extent taken on, being then the first to be dismissed in times of crisis; others are incapable of work: older workers whom industry can no longer use, proletarian widows, orphans and pauper children, crippled and mutilated victims of large-scale industry, mining, etc., and finally those unaccustomed to work: vagabonds and the like. This stratum merges directly with the lumpenproletariat:229 criminals and prostitutes. Pauperism, Marx said, is the disability home for the working class and the dead weight of its reserve army. Its existence follows just as necessarily and unavoidably from the reserve army as the reserve army does from the development of industry. Poverty and the lumpenproletariat are part of the conditions of existence of capitalism and grow together with it; the greater is social wealth, functioning capital, and the mass of workers employed by it, the greater too is the available stratum of unemployed, the reserve army; and the greater the reserve army in relation to the mass of employed workers, the greater is the lowest stratum of poverty, pauperism and crime. The number of unemployed and unwaged thus grows unavoidably along with capital and wealth, and so does the beggared stratum of the working class—official poverty. “This is the absolute general law of capitalist accumulation,” wrote Marx.230

The formation of a constant and growing stratum of unemployed was, as we said, unknown in all earlier forms of society. In the primitive communist community, it goes without saying that everyone works to the extent that is necessary to maintain their life, partly from immediate need, and partly under the pressure of the moral and legal authority of the tribe, the community. But all members of society are also provided with the available means to live. The standard of living of the primitive communist group is certainly quite low and simple, the conveniences of life are primitive. But to the extent that the means for life do exist, they are present equally for all, and poverty in the present-day sense, deprivation of the existing social resources, is at this time quite unknown. The primitive tribe sometimes goes hungry—even often, if it suffers from unfavorable natural conditions—but its lack is then the lack of society as such, whereas lack on the part of some members of society at the same time as a surplus is available for others, is something unthinkable; to the extent that the society’s means of subsistence are ensured on the whole, so is the existence of each individual.

In Oriental and antique slavery we see the same thing. No matter how the Egyptian state slave or the Greek private slave was exploited and overworked, no matter how great the distance between his bare maintenance and the excess of the master might have been, his maintenance was at least ensured for him by the slave relationship. Slaves were not allowed to die of hunger, any more than a horse or a cow is today. It was the same with the corvée relationship of the Middle Ages: the chaining of the peasantry to the soil, and the solid construction of the whole feudal system of dependence, in which everyone had to be lord over others, or the servant of a lord, or both at once—this system ascribed everyone a definite place. No matter how bad the squeezing of the serfs might be, no lord had the right to drive them from the soil, i.e. rob them of their means of subsistence; on the contrary, the serf relationship obliged the lord in cases of distress, such as fire, flood, hail, etc., to support the impoverished peasants. It was only when the Middle Ages came to an end, with the collapse of feudalism and the entry of modern capital, that expropriation of peasant land got under way. In the Middle Ages, however, the existence of the great mass of working people was fully secured. To some extent, already at this time, a small contingent of paupers and beggars emerged as a result of the countless wars or of individual loss. But it was a duty of society to maintain these poor. Emperor Charlemagne already laid down expressly in his capitularies, “As for the beggars who wander around the countryside, we desire that each of our vassals should feed the poor, whether on the estate enfeoffed231 to him or within his house, and he should not allow them to go and beg elsewhere.” Later, it was a special vocation of monasteries to lodge the poor, and to provide them with work if they were capable of this. In the Middle Ages, therefore, any needy person was sure of reception in any house, the feeding of those without means was seen as a simple duty, and was in no way linked with the stigma of contempt faced by a beggar today.

Past history knows only one case where a large stratum of the population was left unoccupied and workless. This is the already mentioned case of the ancient Roman peasantry, who were driven off the land and transformed into a proletariat, with no work to do. This proletarianization of the peasantry was of course a logical and necessary consequence of the development of great latifundia, along with the spread of the slave economy. But it was in no way necessary for the existence of the slave economy and large landed property. On the contrary, the unemployed Roman proletariat was simply a misfortune, a pure burden on society, and this society tried all available means to control the proletariat and its poverty, by periodic distributions of land, by distribution of foodstuffs, by organizing an immense food import and by subsidizing the price of grain. In the end, this great proletariat in ancient Rome was simply maintained by the state.

Capitalist commodity production, accordingly, is the first economic form in the history of humanity in which the lack of occupation and resources of a large and growing stratum of the population, and the direct and hopeless poverty of another stratum, is not simply a result of this economy but also a necessity for it, a condition of its existence. Insecurity of existence for the entire working mass, and chronic lack, in part direct poverty, of broad strata, are for the first time a normal social phenomenon. And the scholars of the bourgeoisie, who cannot imagine any other form of society than today’s, are so imbued with the natural necessity of this stratum of unemployed and workless that they explain it as a natural law intended by God. The Englishman Malthus, at the beginning of the nineteenth century, constructed on this basis his celebrated theory of overpopulation, according to which poverty develops because humanity has the evil habit of multiplying children more quickly than means of subsistence.

As we have seen, however, it is nothing else than the simple effect of commodity production and exchange that led to these results. The law of commodities, which rests formally on complete equality and freedom, produces by iron necessity, without any intervention of statute or force, a glaring social inequality such as was unknown in all earlier conditions based on the direct rule of one person over another. For the first time now, direct hunger becomes a scourge inflicted daily on the life of the working masses. And this is also explained as a law of nature. The Anglican parson [Joseph] Townsend wrote as far back as 1786:


It seems to be a law of Nature that the poor should be to a certain degree improvident, that there may always be some to fulfill the most servile, the most sordid, and the most ignoble offices in the community. The stock of human happiness is thereby much increased, whilst the more delicate are not only relieved from drudgery … but are left at liberty without interruption to pursue those callings which are suited to their various dispositions … [The Poor Law] tends to destroy the harmony and beauty, the symmetry and order of that system which God and Nature have established in the world.232



The “more delicate,” who live at the cost of others, had already seen the finger of God and a law of nature in every social form that secured them the joys of the exploiting life. Even the great minds of the past did not escape this historical deception. Two thousand years before the English parson, the great Greek thinker Aristotle wrote:


It is nature itself that has created slavery. Animals are divided into males and females. The male is a more perfect animal, and rules; the female is less perfect, and obeys. Similarly there are in the human race individuals that stand as much below others as the body stands below the soul or the animal below man; these are creatures that are fit only for physical work and are unfit to produce anything more perfect. These individuals are destined by nature for slavery, since there is nothing better for them than to obey others … Does there exist so great a difference between the slave and the animal? Their works are similar, they are useful to us only by way of their body. We conclude from these principles, therefore, that nature has created certain men for freedom and others for slavery, and that it is accordingly useful and right that there should be slaves.233



“Nature,” which is made responsible for every form of exploitation, must at all events have acquired a rather jaded taste over time. For even if it might still be worthwhile to demean a large mass of people with the shame of slavery, in order to raise a free people of philosophers and geniuses like Aristotle on their backs, the demeaning of millions of proletarians today to support vulgar factory-owners and fat parsons is a less attractive goal.
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We have examined up till now what standard of living the capitalist commodity economy provides for the working class and its various strata. But we still know nothing precise as to the relationship between this living standard of the workers and social wealth in general. The workers may in one case, for example, have more means of subsistence, more nourishing food and better clothing than before, but if the wealth of the other classes has grown still more rapidly, then the share of the workers in the social product has grown smaller. The living standard of the workers in itself, in absolute terms, may thus rise, while their share relative to other classes falls. The living standard of each individual and each class, however, can only be correctly judged if the conditions of the particular time and the other strata of the same society are taken into account. The prince of a primitive, half-savage or barbaric African tribe has a lower standard of living, i.e. a simpler dwelling, poorer clothing, cruder food, than an average factory worker in Germany. But this prince lives in a “princely” fashion in comparison with the means and demands of his tribe, whereas the factory worker in Germany lives very poorly, compared with the luxury of the rich bourgeoisie and the needs of the present day. In order therefore to judge correctly the position of the workers in the present society, it is necessary not only to examine absolute wages, but also relative wages, i.e. the share that the worker’s wage makes up out of the total product of his labor.234 We assumed in our earlier example that the worker had to work the first six hours out of an eleven-hour working day in order to cover his wage, i.e. his means of subsistence, and then spend five hours creating surplus value for the capitalist for free. We assumed in this example, therefore, that the production of means of subsistence for the worker cost six hours’ labor. We also saw how the capitalist seeks by all means to press down the living standard of the worker, to expand to the maximum the unpaid labor, surplus value. But let us assume that the worker’s living standard does not change, i.e. that he is still in the position to obtain the same quantities of food, clothing, linen, furniture, etc. We assume, therefore, that there is no reduction in wages in absolute terms. If however the production of all these means of subsistence becomes cheaper, as a result of advances in production, and requires therefore less time, then the worker will spend a shorter time covering his wage. Let us assume that the quantity of food, clothing, furniture, etc. that the worker needs per day no longer demands six hours’ labor but only five. Then the worker will not spend six hours out of his eleven-hour day replacing his wage, but only five hours, and he will have six hours remaining for unpaid labor, for the creation of surplus value for the capitalist. The share of the worker in his produce has been reduced by one-sixth, while the share of the capitalist has grown by one-fifth. There has however been no reduction in the absolute wage. It may even come about that the living standard of the workers is increased, i.e. that absolute wages rise, let us say by 10 percent, and indeed not just in money terms, but also the actual means of subsistence of the workers. But if the productivity of labor has risen in the same time by some 15 percent, then the share of the workers in the product, i.e. their relative wage, has actually fallen, despite the rise in absolute wages. The share of the worker in the product thus depends on the productivity of labor. The less labor it takes to produce his means of subsistence, the smaller his relative wage. If the shirts that he wears, his boots and his caps, are produced with less labor than before, due to advances in manufacture, then he may obtain with his wage the same quantity of shirts, boots and caps with his wage, but at the same time he now receives a smaller share of the social wealth, the total social product. The daily consumption of the worker, however, is made up of the same quantities of all the different products and raw materials. Not only do [advances in] shirt manufacture cheapen the worker’s maintenance, but likewise in the cotton manufacture that supplies material for his shirts, the machine industry that supplies sewing machines, and the yarn industry that supplies yarn. Similarly, the worker’s provisions are made cheaper not only by advances in baking, but also by American agriculture that supplies grain on a massive scale, by advances in railways and steam shipping that bring this American grain to Europe, and so on. Every advance in industry, every increase in the productivity of human labor, makes the maintenance of the workers cost ever less labor. The worker need therefore spend an ever smaller part of his working day on replacing his wage, and the part in which he creates unpaid labor, surplus value for the capitalist, becomes every greater.

But the constant and ceaseless progress of technology is a necessity for capitalism, a condition of its very existence. Competition between individual entrepreneurs forces each of them to produce their product as cheaply as possible, i.e. with the greatest possible saving on human labor. And if any one capitalist introduces a new and improved process into his own factory, this competition forces all other entrepreneurs in the same branch of production to improve their technology in the same way, so as not to be driven from the field, i.e. the commodity market. The visible outward form of this is the general introduction of machine power in place of manual, and the ever more rapid introduction of new and improved machines in place of old. Technical inventions in all areas of production have become a daily occurrence. The technical transformation of all industry, not only in production itself but also in means of communication, is an incessant phenomenon, a vital law of capitalist commodity production. And every advance in labor productivity is expressed in a reduction in the amount of labor needed to maintain the worker. In other words, capitalist production cannot take a single step forward without reducing the share of the workers in the social product. With each new technological invention, each improvement of machinery, each new application of steam and electricity to production and communications, the share of the worker in the product grows smaller and the share of the capitalist larger. Relative wages steadily fall lower and lower, without pause or interruption, while surplus value, i.e. the unpaid wealth of the capitalists squeezed out of the worker, grows just as steadily and constantly higher and higher.

We see here again a striking difference between capitalist commodity production and all earlier forms of society. In the primitive communist society, as we know, the product is distributed equally, directly after production, to everyone who works, i.e. to all members of society, as there is practically no one who does not work. Feudal relations are governed not by equality but by the exploitation of workers by non-workers. But it is not the share of the worker, i.e. the corvée peasant, that is determined by the fruit of his labor, rather the share of the exploiter, the feudal lord, that is fixed in terms of the definite dues and fees that he receives from the peasant. What remains over in working time and product is the share of the peasant, so that in normal conditions, before the extreme degeneration of serfdom, he has to a large extent the possibility of increasing his own share by exerting more labor-power. Of course, this share of the peasant was steadily reduced by the growing demands of the nobles and clergy for services and fees, over the course of the Middle Ages. But it was always definite, visible norms laid down by men, no matter how arbitrarily they were established, that determined the respective shares of the product of the corvée peasant and his feudal leech. For this reason, the medieval corvée peasant or serf could perceive and feel exactly when greater burdens were imposed on him and his own share was stinted. It was possible therefore to struggle against the reduction of this share, and such struggle broke out, when external conditions made this possible, as an open struggle of the exploited peasant against the curtailing of his share in the product of his labor. In certain conditions, this struggle was actually successful: the freedom of the urban burghers precisely arose by the way that the former bonded artisans gradually shook off the various corvées—Kurmeden, Besthaupt, Gewandrecht,235 and the thousand other ways of bleeding of the feudal age—one after another, until they conquered the rest—political freedom236—by open struggle.

In the wage system there are no legal or customary determinations of the share of the worker in his product, not even arbitrary and forcible ones. This share is determined by the degree of productivity of labor at the time, by the level of technology; it is not the caprice of the exploiter but the progress of technology that steadily and relentlessly reduces the share of the worker. It is then a completely invisible power, a simple mechanical effect of competition and commodity production, that seizes from the worker an ever greater portion of his product and leaves him an ever smaller one, a power that has its effects silently and unnoticeably behind the back of the workers, and against which no struggle is therefore possible. The personal role of the exploiter is still visible, whenever it is a question of the absolute wage, i.e. the actual standard of living. A reduction in wages that brings about a suppression of the actual living standard of the workers is a visible attack by the capitalists on the workers, and it is generally countered by immediate struggle when trade unions exist, in favorable cases even successfully. The fall in relative wages, in contrast to this, seemingly occurs without the least personal participation of the capitalist, and within the wage system, i.e. on the basis of commodity production, the workers have no possibility of struggle and defence against it. Workers cannot struggle against technical advances in production, against inventions, the introduction of machinery, against steam and electricity, against improvements in means of communication. The effect of all these advances on the relative wage of the workers thus follows quite mechanically from commodity production and the commodity character of labor-power. This is why even the most powerful trade unions are quite impotent against this tendency to a rapid fall in relative wages. The struggle against the fall in relative wages accordingly means also a struggle against the commodity character of labor-power, i.e. against capitalist production as a whole. The struggle against a decline in relative wages is thus no longer a struggle on the basis of the commodity economy, but rather a revolutionary, subversive initiative against the existence of this economy, it is the socialist movement of the proletariat.237

This explains the sympathies of the capitalist class for trade unions, which they originally fought furiously against, once the socialist struggle has begun—at least in so far as trade unions allow themselves be opposed to socialism. In France, all struggles of the workers to obtain the right of combination were in vain until the 1870s, and trade unions pursued with draconian penalties. Soon after, however, once the Commune uprising had put the whole bourgeoisie into a mad fear of the red specter, a sudden sharp transformation in public opinion began. The personal organ of President [Léon] Gambetta, La République française, and the whole ruling party of “satisfied republicans,” began to praise the trade-union movement, even to propagate it eagerly. In the early nineteenth century, the restrained German workers were pointed out to the English workers as a model, whereas today it is the English worker, and not even the restrained ones but the “covetous” beefsteak-eating trade unionist, who is recommended to the German worker as a model to follow. So true is it that the bourgeoisie finds even the most bitter struggle to increase the absolute wage of the workers a harmless triviality compared with an attack on what is most sacred to it—the mechanical law of capitalism to constantly suppress the relative wage.
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Only if we bring together all the results of the wage relationship presented above, can we understand the capitalist law of wages that governs the material condition of life of the worker. What is most important is to distinguish absolute from relative wages. The absolute wage, for its part, appears in a double guise: first as a sum of money, i.e. the nominal wage, and second as a sum of means of subsistence that the worker can buy for this money, i.e. the real wage. The worker’s monetary wage may remain constant or even rise, while his living standard, i.e. the real wage, falls at the same time. The real wage has the constant tendency to fall to the absolute minimum, the minimum of physical existence, in other words there is a constant tendency on the part of capital to pay for labor-power below its value. Only workers’ organization provides a counterweight to this tendency of capital. The main function of the trade unions is that, by increasing the needs of the workers, by elevating their habits, they create in place of the physical minimum existence a cultural social minimum, below which wages cannot be reduced without immediately provoking a collective struggle in defense.238 The great economic significance of Social Democracy, too, is particularly that by stirring the broad masses of workers intellectually and politically, it raises their cultural level and with it their economic needs. When such things as subscribing to a newspaper or buying pamphlets become part of a worker’s everyday habits, his economic maintenance rises, and correspondingly so do wages. The effect of Social Democracy in this respect is a double one, if the trade unions of the country in question maintain an open alliance with Social Democracy, since opposition to Social Democracy drives even bourgeois strata to found competing unions, which in their turn carry the educational effect of organization and the rise in cultural level to broader strata of the proletariat. We see, therefore, how in Germany, besides the free trade unions that are allied with Social Democracy, a number of Christian, Catholic and secular trade-union associations are also active. The situation is similar in France, where so-called yellow trade unions were founded to combat the socialist unions, while in Russia the most violent outbreaks of the present revolutionary mass strike239 began with the “yellow” unions240 quiescent towards the government. In England, however, where the trade unions keep their distance from socialism, the bourgeoisie do not bother to spread the idea of combination in proletarian milieus.

The trade union thus plays an indispensable organic role in the modern wage system. It is only through the union that labor-power as a commodity is placed in a position where it can be sold at its value. The capitalist law of value, in relation to labor-power, is not abolished by the trade unions, as [Ferdinand] Lassalle misguidedly assumed; on the contrary, it is only by their action that it is realized.241 The systematic giveaway price at which the capitalist seeks to buy labor-power is increasingly replaced by a more or less real price thanks to union action.

This function of theirs, however, is performed by the trade unions in the context of the pressure of the mechanical laws of capitalist production, first of all the constant reserve army of inactive workers, and second, the constant fluctuations of the trade cycle up and down. Both laws impose limits to the effect of trade unions that cannot be overcome. The constant change in the industrial trade cycle forces the unions, with every decline, to defend existing achievements from new attacks by capital, and with every upswing, once again to raise the level of wages that had been reduced back up to the level corresponding to the new situation. In this way, the unions are always placed on the defensive. The industrial reserve army of unemployed, however, puts what could be called spatial limits on the effect of the unions: only the upper stratum of the most well-situated workers are accessible to their organization and effects, those for whom unemployment is only periodic, “abnormal” as Marx put it. The lowest stratum of unskilled rural proletarians, on the other hand, constantly flooding into the town from the countryside, as well as from the various semi-rural irregular trades such as brickmaking and digging, are by the very spatial and temporal conditions of their occupation, as well as by their social milieu, less amenable to trade-union organization. Finally, the broad lower stratum of the reserve army: the unemployed with irregular occupation, domestic industry, as well as the sporadically employed poor, fall completely outside all organization. In general, the greater the need and pressure in a stratum of the proletariat, the less the possibility of trade-union influence. Trade-union action, accordingly, is very weak in the depths of the proletariat, while it is strong in the breadth—i.e. even if unions cover only a part of the topmost stratum of the proletariat, their influence extends to the whole stratum, as their achievements benefit the whole mass of workers employed in the trades in question. Trade-union action, in fact, leads to a stronger differentiation within the proletariat as a whole, by raising out of misery the upper advance detachment of industrial workers, those capable of organization, bringing them together and consolidating them. The gulf between the upper stratum of the working class and the lower strata thereby becomes that much greater. In no country is it as great as in England, where the additional cultural effect of Social Democracy on the lower strata, those less capable of organization, is absent, in contrast to the situation in Germany.

It is quite wrong in depicting capitalist wage relationships to focus only on the wages actually paid to industrial workers in employment, a habit of the bourgeoisie and its paid writers that has unfortunately been generally adopted even by the workers themselves. The entire reserve army of unemployed, from the occasionally unemployed skilled workers down to the deepest poverty and official pauperism, is a necessary factor in determining the wage relationships. The lowest strata of the needy and excluded who are employed only to a small extent or not at all, are not as it were a scum that does not form part of “official society,” as the bourgeoisie very understandably present them, but are connected with the topmost, best-situated stratum of industrial workers by a whole series of intermediate steps. This inner connection is shown numerically by the sudden growth in the lower strata of the reserve army that occurs every time that business is bad, and the corresponding contraction at the peak of the business cycle, as well as by the relative decline in the number of those who resort to public assistance with the development of the class struggle and the related rise in self-consciousness of the mass of proletarians. And finally, every industrial worker who is crippled at work or has the misfortune of being sixty years old, has a fifty-fifty chance of falling into the lower stratum of bitter poverty, the “beggary stratum” of the proletariat. The living conditions of the lowest strata of the proletariat thus follow the same laws of capitalist production, pulled up and down, and the proletariat, along with the broad stratum of rural workers, the army of unemployed, and all strata from the very top to the very bottom, forms an organic whole, a social class, whose varying graduations of need and oppression can only be correctly grasped by the capitalist law of wages as a whole. Finally, however, no more than half of the law of wages is grasped if just the movement in absolute wages is taken into account. Only the law of automatic decline in relative wages that follows from the increase in labor productivity displays the capitalist law of wages in its full scope.

The observation that workers’ wages have the tendency on average to stand at the minimum necessary means of subsistence, was made already in the eighteenth century by the French and English founders of bourgeois political economy. But they explained the mechanism by which this minimum wage was governed in a peculiar manner, i.e. by fluctuations in the supply of hands seeking work. If the workers obtain higher wages than are absolutely necessary for life, these learned men declared, then they marry more and bring more children into the world. In this way, the labor market becomes so overfilled again that it far surpasses the demands of capital. Capital then presses wages sharply down, taking advantage of the great competition among workers. But if wages do not suffice for the necessary maintenance of life, then workers die off on a massive scale, and their ranks are thinned out until only so many remain as capital has a need for, with the result that wages again rise. By this pendulum between excessive proliferation and excessive mortality in the working class, wages are always brought back again to the minimum means of subsistence. This theory, which prevailed in political economy until the 1860s, was taken over by Lassalle, who called it a “merciless iron law”242 …

The weaknesses of this theory are quite evident today, with the full development of capitalist production. Large-scale industry, with its feverish pace of business and competition, cannot wait to reduce wages until workers first marry too often, then have too many children, then until these children grow up and appear on the labor market, before it finds the over-supply it desires. The movement of wages, corresponding to the rhythm of industry, does not have the comfortable motion of a pendulum whose swing takes a generation, i.e. twenty-five years; wages are rather in a ceaseless vibrating motion, so that neither can the procreation of the working class govern the level of wages, nor can industry with its demand for the procreation of workers. Secondly, the industrial labor market is generally determined in its extent not by the natural procreation of the workers, but rather by the constant influx of freshly proletarianized strata from the countryside, from handicrafts and small-scale industry, as well as that of the workers’ own wives and children. The over-supply of the labor market, in the form of the reserve army, is a constant phenomenon of modern industry and a condition of its existence. So it is not a change in the supply of labor-power, not the movement of the working class that is decisive for the level of wages, but rather change in the demand from capital, its movement. A surplus of the commodity labor-power always exists in reserve, and its payment is better or worse according to whether capital moves to strongly absorb labor-power at the peak of the business cycle or to expel it again on a massive scale in the commotion of economic crisis.

The mechanism of the law of wages is thus quite different from how it was assumed by bourgeois political economy, and also by Lassalle. The result, however, i.e. the pattern of wage relations that actually arises from this, is still worse than it was according to that old assumption. The capitalist law of wages is certainly not an “iron” law, but it is still more relentless and terrible, being an “elastic” law that seeks to press the wages of employed workers down to the minimum in terms of means of subsistence, by simultaneously keeping a whole large stratum of unemployed squirming on a thin elastic tightrope between existence and non-existence.

The positing of the “iron law of wages” with its provocative revolutionary character was possible only at the beginnings of political economy, in its youthful years. From the moment that Lassalle made this law the axis of his political agitation in Germany, the lackeys of bourgeois political economy hastened to conjure away the iron law of wages, condemning it as a false and erroneous doctrine. A whole pack of regular paid agents of the manufacturers, such as [Léon] Faucher, [Hermann] Schulze von Delitzsch and Max Wirth, launched a crusade against Lassalle and the iron law of wages, in which connection they recklessly smeared their own predecessors: Adam Smith, Ricardo, and the other great creators of bourgeois political economy. Once Marx had shown the elastic character of the capitalist law of wages, under the effect of the industrial reserve army, in 1867,243 bourgeois political economy finally went silent. Today, the official professorial science of the bourgeoisie has no law of wages at all, preferring to avoid this tricky subject and simply advance incoherent babbling about the lamentable character of unemployment and the usefulness of moderate and modest trade unions.

We have the same comedy in relation to the other major question of political economy, i.e. how is capitalist profit created, where does it come from? Just as on the subject of the share of the worker in the wealth of society, so on that of the capitalist, too, the first scientific answer was given already by the founders of political economy in the eighteenth century. This theory was given its clearest form by David Ricardo, who clearly and logically explained the profit of the capitalist as the unpaid labor of the proletariat.
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In our consideration of the law of value, we started with the purchase and sale of the commodity labor-power. This already requires, however, a proletarian wage-worker without means of production, and a capitalist who possesses these on a sufficient scale to found a modern enterprise. How did these emerge on the commodity market? In our earlier presentation, we had only commodity producers in view, i.e. people with their own means of production, who themselves produce commodities for sale. How could capital on the one hand, and a complete lack of means on the other, arise on the basis of the exchange of equal commodity values? We have now seen that the purchase of the commodity labor-power, even at its full value, leads, when this commodity is put to use, to the formation of unpaid labor or surplus value, i.e. of capital. The formation of capital and inequality thus becomes clear, once we consider wage-labor and its effects. But this means that capital and proletarians must already be in existence! The question therefore is, how and from what did the first proletarians and the first capitalists arises, how was the first leap made from simple commodity production to capitalist production? In other words, how did the transition take place from small-scale medieval handicrafts to modern capitalism?

As to the rise of the first modern proletariat, the answer is given by the history of the dissolution of feudalism. In order for a worker to appear on the market, he had to have obtained personal freedom. The first precondition for this was therefore emancipation from serfdom and forced labor. But he also had to have lost all means of production. This was brought about by the massive “enclosure,” through which the landholding nobility formed their present estates at the dawn of the modern age. Peasants by the thousands were driven from the land they had possessed for centuries, and communal peasant lands taken over by the lords. The English nobility, for example, did this when the expansion of trade in the Middle Ages, and the blossoming of wool manufacture in Flanders, made the raising of sheep for the wool industry a profitable business. In order to transform fields into sheep-walks, the peasants were simply driven off the land. These “enclosures” in England lasted from the fifteenth century through to the nineteenth. In the years 1814–20, for example, on the estates of the Duchess of Sutherland, no less than 15,000 inhabitants were evicted, their villages burned down and their fields converted into meadows, on which 131,000 sheep were kept instead of peasants.244 In Germany, a notion of how this violent manufacture of “free” proletarians out of banished peasants was accomplished by the Prussian nobility, is given by [Wilhelm] Wolff’s pamphlet Die schlesische Millliarde [The Silesian Billion].245 These peasants, deprived of their existence, had nothing left but the freedom either to starve or to sell themselves, free as they were, for a hunger wage.246

VII. THE TENDENCIES OF THE CAPITALIST ECONOMY

1

We have seen how commodity production arose in the wake of the step-by-step dissolution of all forms of society with a definite planned organization of production—the primitive communist society, the slave economy, the medieval corvée economy. We have also seen how the present-day capitalist economy emerged out of simple commodity economy, urban artisanal production, quite mechanically at the end of the Middle Ages, i.e. without human will and consciousness. We initially posed the question: how is the capitalist economy possible? This is indeed the fundamental question of political economy as a science. And this science supplies us with an adequate answer. It shows how the capitalist economy, which in view of its total lack of planning, its lack of any conscious organization, is at first sight something impossible, an inextricable puzzle, can nevertheless exist and function at a whole. This happens:


By commodity exchange and the money economy, whereby all individual producers, and the most remote regions of the earth, are economically linked together, and a division of labor accomplished that spans the world;

By free competition, which ensures technological progress and at the same time constantly transforms small producers into wage workers, whereby capital is supplied with purchasable labor-power;

By the capitalist law of value, which on the one hand automatically takes care that wage workers never rise up from the proletarian state and escape labor under the command of capital, while on the other hand making possible an ever greater accumulation of unpaid labor into capital, and thereby ever greater concentration and extension of means of production;

By the industrial reserve army, which provides capitalist production with a capacity for extension and adaptation to the needs of society;

By equalization of the rate of profit, which governs the constant movement of capital from one branch of production into another, and thus regulates the balance of the division of labor; and finally

By price fluctuations and crises, which in part daily, and in part periodically, lead to a balance between blind and chaotic production, and the needs of society.



In this way, by the mechanical effect of the above economic laws, the capitalist economy arose and exists entirely by itself, without any conscious intervention of society. In other words, it becomes possible in this way, despite the lack of any organized economic connection between the individual producers, despite the completely planlessness in people’s economic activity, for social production and its circuit with consumption to proceed, for the great mass of society to be put to work, the needs of society to be met one way or another, and economic progress, the development of the productivity of human labor, to be secured as the foundation of the progress of culture as a whole.

These however are the fundamental conditions for the existence of any human society, and as long as an economic form that has developed historically satisfies these conditions, it can claim to be a historical necessity.

Social conditions, however, are not rigid and immovable forms. We have seen how in the course of time they undergo many alterations, how they are subject to constant change, in which the progress of human culture beats a path for development. The long millennia of the primitive communist economy, which led human society from its first origins in a semi-animal existence to a high level of cultural development, with the construction of language and religion, stock-raising and agriculture, sedentary life and the formation of villages, is followed by the gradual demolition of primitive communism and the construction of antique slavery, which in turn brings with it major new advances in social life, to end again with the decline of the antique world. On the ruins of the antique world, the communist society of the Germanic peoples was the point of departure for a new form—the corvée economy, on which medieval feudalism was based.

Once again, development follows its uninterrupted course. In the womb of feudal society, germs of a completely new economic and social form arise in the towns, with the formation of guild handicrafts, commodity production and regular trade; it collapses and makes way for capitalist production, which arises out of artisanal commodity production thanks to world trade, the discovery of America and of the sea route to India.

The capitalist mode of production, for its part, is already right from the start, viewed in the quite immense perspective of historical progress, not something inalterable that exists forever; it is simply a transitional phase, a rung on the colossal ladder of human cultural development, in the same way as previous social forms. And indeed, the development of capitalism itself, on closer inspection, leads on to its own decline and beyond. If we have up to now investigated the connections that make the capitalist economy possible, it is now time to familiarize ourselves with those that make it impossible. For this, we need to trace the specific internal laws of capitalist supremacy in their further effect. It is these very laws that at a certain level of development turn against all the fundamental conditions without which human society cannot exist. What particularly distinguishes the capitalist mode of production from all its predecessors is that it has the inherent impetus to extend automatically across the whole of the earth, and drive out all other earlier social orders.247 In the time of primitive communism, the whole world accessible to historical research was likewise covered with communist economies. But between individual communist communities and tribes there were scarcely any connections, or only weak ones between neighboring communities. Every such community or tribe lived a life closed in on itself, and if for example we find such striking facts as that the medieval Germanic communist community and the ancient Peruvian community in South America were almost identical, the “mark” in one being the “marca” in the other, this circumstance remains for us an unexplained puzzle, if not mere chance. At the time of the spread of ancient slavery, too, we find greater or lesser similarity in the organization and relations of individual slave economies and states of antiquity, but no common economic life between them. In the same way, the history of guild handicraft and its emancipation was repeated in more or less the same way in most towns of medieval Italy, Germany, France, Holland, England, etc., but for the most part the history of each town was a separate one.

Capitalist production extends itself to all countries, not just giving them a similar economic form, but linking them into a single great capitalist world economy.

Within each European industrial country, capitalist production ceaselessly drives out petty trade, handicraft and small peasant production. At the same time it draws all backward European countries, and all the lands of America, Asia, Africa and Australia, into the world economy. This happens in two ways: by world trade and by colonial conquests. Both began together with the discovery of America at the end of the fifteenth century, extended further in the course of the following centuries, and particularly in the nineteenth century experienced the greatest upswing and spread ever more widely. World trade and colonial conquest go hand in hand in the following way. First of all they bring the capitalist industrial countries of Europe into contact with forms of society of all kinds across the world that are based on earlier cultural and economic stages: peasant, slave economy, feudal corvée, but above all primitive communist. By drawing these into trade, they are rapidly shaken and destroyed. By the foundation of colonial trading companies abroad, or by direct conquest, the land, and the most important foundation of production such as cattle where these are present, come into the hands of European states or trading companies. In this way, the indigenous social relations and mode of economy of native peoples are everywhere destroyed, whole peoples partly eradicated, partly proletarianized and placed under the command of industrial and commercial capital as slaves or wage-laborers in one form or another. The history of colonial wars lasting decades runs right through the nineteenth century: uprisings against France, Italy, England and Germany in Africa, against France, England, Holland and the United States in Asia, against Spain and France in America—a long and stubborn resistance by the old indigenous societies against their destruction and proletarianization by modern capital, a struggle in which eventually capital everywhere triumphs in the end.

First of all, this means a tremendous extension of the realm of capital, the construction of a world market and world economy, in which all inhabited lands of the earth are reciprocally producers and customers for products, working integrally together and participating in one and the same earth-spanning economy.

The other side, however, is the advancing immiseration of ever greater circles of humanity around the globe, and the increasing uncertainty of their existence. To the extent that in place of old communistic, peasant or corvée relations, with their limited productive powers and low standard of living, but with firm and secure conditions of existence for all, there appear capitalist colonial relations, proletarianization and wage-slavery, all the peoples affected in America, Asia, Africa and Australia come to experience bare misery, an unknown and unbearable burden of labor, and finally complete insecurity of existence. After fertile and rich Brazil had been transformed for the needs of European and North American capitalism into a gigantic wasteland of monotonous coffee plantations, and the indigenous people en masse into proletarianized wage-slaves on these plantations, these wage-slaves were suddenly exposed to a purely capitalist phenomenon: the so-called “coffee crisis,”248 resulting in long-term unemployment and naked hunger. The rich and immense subcontinent of India was subjected by English colonial policy to the rule of capital after decades of desperate resistance, and since this time famine and typhus have been periodic guests in the Ganges region, to which millions have succumbed. In central Africa, English and German colonial policy over the last twenty years has transformed whole populations into wage-slaves and starved others, their bones lying scattered everywhere. The desperate revolts and famines in the Chinese empireCXVII are the result of the crushing of the old peasant and artisan economy of this country by the entry of European capital. The arrival of European capitalism in North America was accompanied first by the extermination of the indigenous Amerindian population and the theft of their lands by English emigrants, then by the establishment at the start of the nineteenth century of a capitalist raw-materials production for English industry, and the enslavement of four million black Africans who were sold to America by European slave-traders, to be used as labor-power on the cotton, sugar and tobacco plantations under the command of capital.

In this way, one continent after another comes inextricably under the rule of capital, and on every continent one territory after another, one race after another, with ever new and uncounted millions succumbing to proletarianization, enslavement, insecurity of existence, in short, immiseration.CXVIII The establishment of the capitalist world economy brings in its wake the spread of ever greater misery, an unbearable burden of labor and a growing insecurity of existence across the whole globe, corresponding to the accumulation of capital in a few hands. The capitalist world economy increasingly means the yoking of all humanity to heavy labor with countless deprivations and sufferings, with physical and mental degeneration for the purpose of capital accumulation. We have seen how capitalist production has the peculiarity that consumption, which in every previous economic form is the purpose, is here only a means, simply a way of serving the real purpose: the accumulation of capitalist profit. The self-expansion of capital appears as alpha and omega, as the intrinsic purpose and meaning of all production. The craziness of this situation, however, only appears to the extent that capitalist production develops into world production. Here, on the scale of the world economy, the absurdity of the capitalist economy attains its true expression in the picture of all humanity groaning with frightful suffering under the yoke of a blind social power, capital, that it has itself unconsciously created. The underlying purpose of every social form of production, the maintenance of society by labor, the satisfaction of its needs, is placed here completely on its head, with production not being for the sake of people, but production for the sake of profit becoming the law all over the earth, with the under-consumption, constant insecurity of consumption, and sometimes direct non-consumption of the immense majority of people becoming the rule.

At the same time, the development of the world economy also leads to other important phenomena, important even for capitalist production itself. As we said, there are two stages in the intrusion of the rule of European capital into non-European countries: first the entry of trade, with the indigenous people being drawn into commodity exchange, and to some degree also the transformation of the existing forms of production of the indigenous peoples into commodity production; then the expropriation of these peoples from their land, in one form or another, i.e. from their means of production. These means of production are transformed into capital in the hands of the Europeans, while the indigenous peoples are transformed into proletarians. These two steps, however, are sooner or later followed by a third: the founding of capitalist production in the colonial country itself, either by emigrant Europeans or by enriched indigenous individuals. The United States of America, which was only populated by English and other European emigrants once the native redskins had been exterminated in a long war, first formed an agricultural hinterland of capitalist Europe, supplying raw materials such as cotton and grain for English industry, and customers for industrial products of every kind from Europe. In the second half of the nineteenth century, however, the United States developed its own industry, which not only displaced imports from Europe, but soon presented a tough competition to European capitalism in Europe itself, as well as on other continents. In India, English capitalism has similarly been faced with dangerous competition from an indigenous textile industry and others. Australia has embarked on the same path of development from a colonial country into a country of capitalist industry. In Japan, an indigenous industry developed already with the first step—under the impulse of foreign trade—and preserved Japan from partition as a European colony. In China the process of fragmentation and plundering of the country by European capitalism has been complicated by China’s effort, with the aid of Japan, to found its own capitalist production as a defence against the European, though this attempt also leads to increased and complicated sufferings for its population. In this way, not only does the rule and command of capital spread over the whole earth by the creation of a world market, but the capitalist mode of production itself spreads steadily across the whole earth. This however means that the need of production to expand comes into an ever more unhappy relationship with its terrain of expansion, its outlet opportunities. It is the innermost need of capitalist production, as we have seen, the very law of its existence, that it should have the possibility of not remaining stable but extending ever more widely and ever more rapidly, i.e. producing ever greater masses of commodities, in ever larger factories, and ever more rapidly, with ever better technical means. This expansion possibility of capitalist production knows no inherent limits, since there are no limits to technological progress and hence to the productive powers of the earth. But this need for expansion does come up against quite particular limits, i.e. those of the interest of capitalist profit. Production and its expansion only have a sense if they yield at least the “customary” average profit. Whether this is the case depends on the market, i.e. on the relationship between effective demand on the part of consumers, and the amount of commodities produced along with their prices. The interest of capitalist profit requires on the one hand an ever more rapid and greater production, thereby creating of itself at each step market limitations that stand in the way of the impetuous expansive pressure of production. The result of this, as we have seen, is the unavoidability of industrial and trade crises, which periodically balance the relationship between the inherently unbounded, limitless capitalist pressure of production and the barriers to capitalist consumption, and make possible the continued existence of capitalism and its further development.

Yet the more countries develop a capitalist industry of their own, the greater is the need and possibility for expansion of production, while the smaller in relation to this is the possibility of expansion due to market barriers. If we compare the leaps by which English industry grew in the 1860s and 70s, when England was still the leading capitalist country on the world market, with its growth in the last two decades, since Germany and the United States have significantly displaced England on the world market, it is clear that growth has become much more slow in relation to the previous period. But what was the particular fate of English industry unavoidably faces German and North American industry too, and eventually the industry of the whole world. Incessantly, with each step of its own further development, capitalist production is approaching the time when its expansion and development will be increasingly slow and difficult.249 Of course, capitalist development still has a good way to go, as the capitalist mode of production proper still represents only a very small fraction of total production on earth. Even in the oldest industrial countries of Europe, there are still alongside large industrial firms very many small and backward artisanal workshops, and above all, much the greater part of agricultural production is not capitalist but still pursued along peasant lines. There are also whole countries in Europe in which large-scale industry is hardly developed, local production still bearing a principally peasant and artisanal character. And finally, in the other continents, with the exception of the northern part of America, capitalist production sites are only small and scattered points, while whole immense expanses of land have in part not even made the transition to simple commodity production. Of course, the economic life of all these strata of society and countries that do not produce capitalistically, both in Europe and elsewhere, is dominated by capitalism. The European peasant may still conduct the most primitive economy on his holding, but he is dependent at every turn on the big-capitalist economy, on the world market, with which he has been brought into contact by trade and by the tax policy of the large capitalist states. In the same way, the most primitive countries outside of Europe have been brought by world trade and colonial policy under the sway of European and North American capitalism. The capitalist mode of production is still able to achieve powerful expansion by everywhere suppressing all more backward forms of production. In generally, the movement, as we have seen, is in this direction. But precisely through this development capitalism becomes caught in a fundamental contradiction. The more that capitalist production takes the place of more backward forms, the more tightly the limits placed on the market by the interest of profit constrict the need of already existing capitalist firms to expand. The matter becomes clear if we imagine for a moment that the development of capitalism has proceeded so far that on the whole earth everything that people produce is produced capitalistically, i.e. only by private capitalist entrepreneurs in large firms with modern wage-workers. Then the impossibility of capitalism clearly appears.


Notes About the Economic Form of Antiquity/Slavery1

Eighty sheep one herdsman, for 50 horses, 2 persons.2

The price of slaves.

One can get some idea of the price of slaves in the Roman Empire from the fact that from 357 to 209 [BC] (148 years) the amount one had to pay to buy one’s freedom was 4,000 pounds of gold.

PRICES

Cato (234–149 [BC]) said that he never paid more than [the equivalent of] 1,179 marks and that every slave under 20 years [of age] who cost more than 1,754 he regarded as a luxury item. Incidentally, prices reached such a low level that the slaves from among the spoils of war taken by Lucullus in Pontus (74–69 [BC])3 were sold for [the equivalent of] 3.14 marks.

TECHNICAL ADVANCES IN ROME

They came mostly from the provinces: a better threshing tool (the tribulum) came from Africa.

From Gaul [came] a better way of grafting grapevines and a better way of mowing hay, as well as a new form of ploughshare with wheels. Also in Gaul, grain was harvested by a kind of machine pulled by draft animals and steered by a person, twice as fast as in Italy.

Pliny said that one could do worse than to turn over the cultivation of the fields to slaves from prison, because their work would at least be profitable, as was everything undertaken by desperadoes.

(1) SLAVERY IN ROME (CRAFT PRODUCTION)

In Greece, the craftworks industry.

In Rome, large landholdings [predominated]. The free peasants were subject to military service, [but] slaves had no military obligations. (Hand in hand with that, agriculture was driven out by the raising of livestock {with corn (being imported) from Sicily, etc.}).4

The slave uprisings of the second and first centuries [BC].

The Gracchi,5 second century (133–121 [BC]).

Rule by “kings,” according to legend (753–570 [BC]).6

The “Republic” (570 on).7

(1) The period up to the Punic wars, third century [BC].8

(2) The period up to the time of the Caesars, second and first centuries [BC].9

(3) The imperial period (from 31 BC on).10

Predominance of small and medium-sized land ownership and of peasant farming even on large landed estates (tenant farming).

Slavery on a small scale, slaves as family members engaged in agriculture.

I. Periods

Throughout the sixth and fifth centuries [BC], the struggle of the plebeians with the patricians.


(1) The plebeians were drafted into military service in the second half of the sixth century [BC] (the Servian legislation11). (Protected relatives [Schutzverwandte] performed no military service).

(2) The struggle was carried further for political rights (the consulate, the tribunate), participation [by plebeians] in the Senate, and [the issue of the] Ager publicas.12



494 [BC], procession to the sacred mountain.13 The struggle against debt slavery and for the distribution of the Ager publicus. A concession: tribunes of the people (distribution of grain from state reserves occurred as early as the beginning of the fifth century [BC]).

486 [BC] First proposal of an “agrarian law” (land distribution). Struggles without results.

455 [BC] Distribution of building sites to plebeians.

450 [BC] Laws of the Twelve Tablets14 (easing of debtor’s law, on the Solonian model).

366 [BC] The winning of a consulate for the plebeians. Alleviation of the conditions of debtors. No one could own more than 500 morgen15 of community land.

Toward the end of the fourth century [BC] the plebeians win political equality. [Ever] since then, the conflict between rich and poor.

326 [BC] Abolition of debt slavery. Land distribution.

Slavery in the first period. Familia rustica16—agricultural slaves are under one manager [Oekonomen]; [there are] also slaves who direct the whole work operation. Slaves were bought at the age of plus or minus twenty and when they became old or sick were sold.

The villa rustica17 [included] stables for livestock, a granary, and a dwelling house for the villicus and the slaves.

Often a special country house was built for the lords.

All slaves periodically received the means of subsistence in fixed amounts.

Clothing and shoes were bought at the market. Each month a certain amount of wheat [was distributed to the slaves]. (Rye and oats were not yet known18—and the same with rice until the fifteenth century and corn [maize] until the seventeenth.) They all had to grind the wheat themselves, [and they also received] salt, olives, salted fish, wine, and oil.

The villica cooked for everyone, and mealtimes were held in common.

Slaves who had tried to escape or were being punished were sent to work in chains (but in earlier times, the sons of the family were treated the same way) and locked up in an underground dungeon at night.

For the harvesting work free contract laborers were also brought in—for the [reaping of the] sixth to the ninth sheaf.19

Harvesting of olives and grapes was usually contracted out to free entrepreneurs who supplied their own slaves.

The slaves were well fed, and on holidays were freed from work duties. But slaves were treated exactly like cattle.

“A watchdog should not get friendly with his fellow slaves.” “A slave should either be working or eating.” “So many slaves, so many enemies.”

Peasant agriculture differed from that of the nobility only in its scope. The farming operation was the same, only with fewer or no slaves.

II—The coming of large-scale plantation agriculture (with wheat cultivation)

Large-scale influx of slaves ([from] wars: the Punic wars with Carthage, the Macedonian wars (the first being 215–205 [BC], the second, 200–197, the third, 171–169), wars with Greece, Spain, Numidia, the Cimbrii and Teutones, the Mithridatic war with the kingdom of Pontus in 68–64 [BC] for Asia Minor, wars with the Germans and Celts, the Gallic wars of 59–51, and with Egypt, the Alexandrian war of 30 [BC]).

According to the records of Livy (59–17 BC), the number of prisoners of war who were made slaves in the year 210 [BC] was 10,000; in the year 208, it was 4,000; in 202, 1,200; in 200, 35,000; in 197, 5,000; in 190, 1,400; and in the year 167, 150,000! Later it was even more.


(1) The tenant farming system was driven out [of existence], the peasant farmers being swallowed up by military service. From the time of Marius on (+/–110 BC) even the poorer proletarians served in the army.

(2) As early as 367 BC the proletariat tried to make it obligatory by law that landowners had to employ freemen in agriculture in numbers corresponding to the number of slaves.

Capitalistic large landed property swallowed up the domain lands (mark community) and the peasant farms.

(3) (Tax) indebtedness of the peasant farms. Usurers and proletarians.

(4) Lowering of the price of grain in Italy because of the import of overseas grain. The grain trade run by the state.



In all of Italy the peasant farms driven out by large landed property, agriculture driven out by the raising of livestock, and free workers replaced by slaves.

Every kind of work became slave labor. Educated slaves. Slaves as stewards, educators, physicians, artists. Along with slave labor there were luxury slaves. The slave trade, the hunting down of slaves in all Mediterranean lands and the Near East.

The treatment [of slaves] in the second period [became] worse and worse: in agriculture [there was the use of] branding, leg irons, whips, nightly confinement in dungeons. Urban luxury slaves had it better.

Number [of slaves]: In the first century BC (the high point) there were ca. 1.5 million slaves in Italy (and 3 million freemen); in Sicily, 400,000 slaves (and ca. 400,000 freemen). According to [Edward] Gibbon, under Claudius (41–54 AD) the number of slaves and of freemen was the same. According to [William] Blair,20 on the other hand, there were 7 million freemen and 20.8 million slaves in Rome [i.e., in the Roman empire].

(Second Period) State-run grain trade, massive import of overseas grain by the state, partly as tribute, partly at very low prices, from the provinces (Africa, Sicily, Spain). Grain from Sardinia, Africa, Egypt, Spain, Gaul, Boetia, and even, at the last, from Britain ([see the] Putzger [atlas, page] 9). The grain was used for the maintenance of the army and the civil service. From the time of the second Macedonian war (200–197 [BC]) the feeding of the army was permanently based on overseas grain. In addition, [there was] the government’s price policy. Purchase of grain from other lands at cheap price and its sale in …

Finally the government left it up to [tax farmers] … [to collect] the very large grain tribute at very low pr[ices], and they could [then] sell it in Rome at giveaway prices.

In addition, transport to Rome from Sicily and Sardinia was cheaper than from Etruria and northern Italy.

Finally, all the subjugated provinces were forbidden to export grain to anywhere else but Italy, which also forced prices down.

Consequently: 1) The ruin of peasant farming; 2) With large landholdings [predominating] a transition [was made] to latifundia with slaves [as the workforce]. Grain production was reduced to the amount needed for the workers’ own use, and in its place [came] pastureland [for livestock] and olive plantations and vineyards.

Likewise, [state] domain lands were converted by the nobility and the rich into latifundia.

The money economy develops strongly. As early as the second century BC there were already numerous bankers.

The state encouraged this because it leased out all its revenue and other major operations (the building of temples, aqueducts, military roads) to private entrepreneurs.

Craft production was developed only to provide tools and meet simple needs. Otherwise products were imported: linen from Egypt, royal purple from Miletus21 and Tyre (Phoenicia and Palestine).22

Slaves were employed in all fields: commerce, banking, bookkeeping, as customs officials, architects, actors, musicians, and in mining. Their situation was better than on the plantations.

The general buying up of peasant farms and their conversion into plantations. Where 100–150 peasant families had formerly lived there now stood one latifundium worked by 50 slaves, most of whom were unmarried.

A decline in the second century [BC]: There were not enough men capable of bearing arms.23 Meat and milk disappeared from the diets of the people.

Slave uprisings:

In 185 [BC] in Apulia, 7,000 slaves were killed (in a bacchanalia [of repression])24

In 199 [BC], in Etruria, a battle of armies25

In 198 [BC], [a slave revolt] in Latium.26

Slave hunting, in Asia Minor, mainly by pirates from Crete and Sicily (along the southern coast of Asia Minor). At the slave market in Delos, the number of slaves sold daily was often 10,000.27


(1) 135–132 [BC], the first slave war in Sicily, with 70,000 armed slaves; 20,000 were crucified.28

In 130 [BC] in Italy 4,800 slaves were executed.

(2) 103–99 [BC], the second slave war in Sicily, lasting two years.29

In 73 [BC], Spartacus in lower Italy.30

In Delos, in Attica, and in ???31 the slaves had to be held down by armed force.

The proletariat and the Gracchi.

Tiberius Gracchus [becomes] tribune in 134 BC.



Agrarian law: State domains taken back from the nobles and divided into peasant plots up to 30 morgens in size with a moderate tax. Tiberius is killed with 300 of his supporters. But the law goes into effect.

Gaius Gracchus introduces the distribution of grain [to the proletariat in Rome] and takes leased state domains as the basis for founding peasant colonies, [which is] also done overseas (in Carthage).

Revolt of the nobility, revolution, Gaius is murdered while fleeing.

The whole reform [movement] is shattered.

The end: The third agrarian law, according to which all community land taken into private possession is transformed into the tax-free private property of those making use of it up to that point.

Third Period: Decline of the Latifundia Economy


(1) Exhaustion of the process of importing slaves, transition to the breeding of slaves, conservation of slaves [becomes] necessary, killing of slaves is forbidden.32

(2) Lack of profitability because of the bad [i.e., unproductive] work of slaves, transition to the leasing out of parcels of land to tenant farmers [becomes] necessary.

(3) End of grain imports, return to grain cultivation [in Italy becomes] necessary.

Result: Transition to a kind of serfdom and at the same time back to free tenant farming (transition from a system of military draft to a mercenary army from the time of Augustus—31 BC to 14 BC).

The colonatum.33



Economic progress [because] of slavery: the large-scale enterprise


(1) A) In Greece, separation of crafts.

B) In Rome, large-scale cultivation of crops.

(2) Division of labor. Formation of the intelligentsia, the state, etc.

Economic plan under slavery.




History of Political Economy

There is no decent book on political economy. Only a good Marxist could write a history of political economy.

The fundamental aspects are in Marx’s Theories of Surplus Value. But [to read] that is very heavy going, except for the first part.

The least demanding small book that I can recommend to you as a reference work [is]: [John Kells] Ingram, History of [Political Economy]. A very superficial presentation, but useful as a reference work.1

By and large, we can distinguish the following schools of political economy.

The oldest are the mercantilists. The mercantile system had already developed in the sixteenth century, with the [growing] money economy in the cities, and absolutism’s great need for money. The first issue they dealt with was: “Wealth equals gold.” Hence [they wrote] inquiries into the question of money.

The very titles of [the first mercantilist] writings are indicative: [Gaspero] Scaruffi, “About Money,” written in 1582.2 The second is: [Bernardo] Davanzati, “Lectures on Money,” 1588.3

Then an interesting work: Antonio Serra, “Brief Treatise Concerning the Basis on Which States Possessing No Mines Can Obtain Gold and Silver,” written in 1613. This book title is typical of the mercantilists.4

The primary thought content of the [mercantilists’] school is: “wealth equals gold.” Their main concern: “How to bring gold into a country?” The balance of trade [was the answer]: to trade so that more was imported than exported. To pay premiums for exports and to embargo imports or impose tariffs on them.

Anyway, the [key question for the mercantilists [was]: the question of [foreign] trade.

The most important English mercantilists are:

Thomas Mun, A Discourse of Trade from England unto the East Indies, 1621.5

[Josiah] Child, “On Trade and Interest on Money,” 1668.6

[William] Temple, Observations upon the United Provinces of the Netherlands, 1672.7

(At that time the Netherlands had come up in the world,8 and was England’s biggest competitor.)

All the economists of Germany in the seventeenth and eighteenth centuries were mercantilists. But not outstanding, just parroters of the Italians.

The physiocrats were the second school. Marx dates the history of political economy from them. France is the place of their birth. They stand in sharp opposition to the mercantilists. They explain: What is wealth? Land and the soil, nature and labor. [They hold that] only agriculture is productive. Why? Because here labor provides more in quantity of output than labor itself costs. In contrast, trade and industry are unproductive.

At first glance this seems to be a feudal theory. In outward appearance, a purely reactionary school.

However, they draw the following conclusion: Since agriculture is the only productive branch of the economy, it is therefore fair and just that all taxes be applied to agriculture and that industry and trade be left entirely free from taxation.

In the first part of Theories of Surplus Value, Marx wrote very beautifully on this subject.9 Until then one could not tell whether this theory [of the physiocrats] was reactionary or revolutionary. Marx showed that with this theory the bourgeoisie made its appearance, though still under the wing of feudalism.

They [the physiocrats] demanded personal freedom and equality for the people working on the land, so that this branch of the economy could develop sufficiently for it to bear all the burdens placed upon it. Therefore a fight against feudal burdens. And thus it was a highly revolutionary school of thought.

The main founders of this school were:

[First, Pierre Le Pesant de] Boisguilbert: 1. “Treatise on Grain and the Grain Trade.”10 2. “On the Nature of Wealth, Money, and Taxes”11 He died in 1714.

Second was the official founder of this school, Fr[ancois] Quesnay, personal physician of the king [Louis XV]. He [Quesnay] lived from 1694 to 1774. His chief work is his famous Tableau Économique.12 In it he portrayed the society as a whole. The book had as its motto: “Poor farmers, poor kingdom; poor kingdom, poor king.”

Third: [Anne-Robert-Jacques] Turgot, finance minister under Louis XVI. His main activity was to carry out reforms and take measures that were in the spirit of this school. His chief written work was “Reflections on the Formation and Distribution of Wealth.”13

This school had a colossal influence on thinking people. Above all, it had a retroactive effect in relation to Italy.

The names of the most prominent Italian physiocrats, who all lived in the eighteenth century [are]: [Antonio] Genovesi, [Pietro] Verri, [Giovanni Rinaldo] Carli, [Cesare] Becarria (author of a brilliant book against the death penalty).14

The German physiocrats, who lacked all significance, [included]: Karl

Friedrich Margrave of Baden.15 He wrote his book in French, so that Germans would not be able to learn the principles he advocated.

THE CLASSICAL SCHOOL

[Among the French authors in] the classical school Marx counts the physiocrats, from [MS. Illegible]16 to [Jean Charles Léonard de] Sismondi.17

[Englishmen of this school were:]

[David] Ricardo: 1772–1823.

His main work was:18 His most famous pupils were John Stuart Mill and the latter’s father, James Mill.

Adam Smith, 1723–90. His main work, about the “wealth of nations,” appeared in 1776.19

Among Smith’s followers in Germany, only two became more or less well known, although they were entirely lacking in independent significance and merely parroted Smith:

Prof. [Karl Heinrich] Rau and Prof. [Heinrich von] Storch.20 The latter lived in St. Petersburg [in Russia], although he was a German.

Thus it may be said that until then Germany did not exist as far as political economy is concerned.

The only [German economic school] is the so-called historical school. Its founder is Professor [Wilhelm Georg Friedrich] Roscher, but Professor[s] [Bruno] Hildebrand and [Karl] Knies [were] together with him.

From the historical school, [German] Kathedersozialismus21 developed. It was founded in 1872 at Eisenach.

This school wants to gloss over class conflicts entirely.

Its main representatives are: [Albert] Schäffle, [Adolph] Wagner, [Gustav von] Schönberg, all of them professors.

Kathedersozialismus has long since passed away, having been absorbed into the camp of the employers.

One of these professors even voted for the anti-socialist laws.

FURTHER READING (AN INCOMPLETE LIST)

Volume 2 of Marx’s Capital.

Volume Five of the Handwörterbuch für Staatswissenschaften; the essay on crises by Prof. [Heinrich] Herkner of Zurich.22

Volume 3 of Marx’s Capital.

Parvus [Alexander Helphand], Aufschwung und Gewerkschaften, published in Dresden.23

[Max] Schippel, Hochkonjunktur und Wirtschaftskrise.24





In 1197 Florence regained its own legal authority and joined with other cities in an alliance against German rule.

In the twelfth and thirteenth centuries there was a great increase in trade and commercial activity, primarily wool weaving and banking. From 1115 on, Florence had its own money, which was called the florin.

As early as 1193 the heads of seven guilds took the side of the burgomaster [mayor of the city]. Now there began a prolonged struggle with the merchant clans. In 1206 [there was] a revolution. The people fought alongside of the burgomaster, who had [actually] originated from among the merchant families; [he had become] a representative of the people, the community. [There was a] collegium of the twelve chief elders. The merchant families were driven out of the city, and then they organized a conspiracy and went to war against Florence. In 1260 the Florentines suffered a severe defeat in this war, and the merchant families marched into the city again, whereupon the constitution of 1250 was abolished.

The craftsmen’s party was at that point supported by the Pope against the merchant families, and in 1267, on a night in April, all the merchant families were driven out of the city. But through the mediation of a papal cardinal the merchant families were allowed to re-enter the city in 1280. Thus the popes played a major role.

In 1282 [the constitution] was again abolished by the Pope, and power passed directly to the more highly placed guilds, to the merchants and wool weavers. The nobles and the aristocracy of money also maintained a certain participation in the regime.

In 1293 [there was another] uprising, and the merchant families were completely excluded from the city council and placed under strict legal control. To hold the merchant families in check, a special standard-bearer of justice was established in coordination with the city council. But in 1316 [there was] another revolution, and the wealthy merchants seized the power for themselves. And yet in 1328 the guilds carried out a revolution and took the rule of the city back into their own hands. In 1341 and 1343 there were new revolutions, in which the lower guilds came to power. But the nobles and the aristocracy of finance soon regained the upper hand. In 1378 there was an uprising, which was called the revolution of the wool carders. But this revolution failed. There were further struggles by the craftsmen in 1387, 1393, 1397, and 1400, but the merchant families managed to remain at the helm. At the same time Florence attained an ever-higher stage of wealth and power.

In 1405 the city of Florence purchased the city of Pisa for 200,000 gold florins and subjugated it by force. That happened because of the harbor and because Pisa was a competitor.

In 1491 the harbor of Livorno85 was purchased [by the Florentines] from the Genoese.

In the meantime the Medicis had arrived at the head of the people’s party. They took part in all the revolutions. Under Cosimo de Medici the famous age of the Renaissance, the age of the Medici, began. In 1494 the Medici were driven out of the city, and a new republican constitution was introduced, with the leading role played by the party of Savonarola, against whom the Pope imposed a ban and who was killed in 1498. Again there was further unrest until 1502, when a lifelong standard-bearer [of the guilds] came to the top. But in 1512 he too was overthrown, and the Medicis were called back. In 1527 an uprising of the republican party under the merchant clan of the Strozzi86 [took place] and the Medicis were again driven out. In 153087 Florence was taken by the [Holy Roman] Emperor Charles V.

Florence is typical of the development of the cities. We see that the city did not go to rack and ruin because of the unrest, but rather it bloomed and flourished. The fairy tale about the eternal peace that is supposedly necessary for culture is not confirmed by the actual development and rise of the modern bourgeoisie.

The most outstanding feature of the medieval Italian cities [is] in particular the overweening influence and later the rule of the merchants.

That came about because the Italians were the intermediaries in trade with other countries bordering on the Mediterranean. And indeed trade developed [substantially] in the cities. The merchant families experienced an upsurge [economically] and at the same time rose to political power, and nowhere did the cities achieve such complete independence as in Italy. The cities were independent republics. They came into conflict with feudalism.

Indicative for the Italian cities was the struggle against the German emperors.

In Germany itself the emperors attempted to support the cities here and there, but in Italy the emperors turned directly against the cities and waged an unceasing struggle against them.

Consequently, two large alliances were formed in Italy.

The Lombard League was politically the most important, because it was the most extensive and was located in the north. The chief city for that League was Milan.

Florence tended more to pursue commercial interests. Belonging to the Lombard League, for example, in addition to Milan, were the following: Pisa, Arenza, Como, Lugano, Novi, Parma, Bologna, Pavia, and Genoa.

The city of Milan. In the year 569 it was taken by the Langobardi.88 They were Germans, and then came the Franks. Under them Milan was the center of a count’s domain. In the eleventh century the counts were from the house of Este. In 1056 a movement broke out in Milan that is known to history as the Partarser (?).89 It was named after the rag-and-bonemen’s quarter of the city (a derisive term). [It was] directed against the rule of the archbishop and indeed was favored by the Pope. The papacy was striving for greater political power and sought with strict discipline to make the bishops concentrate on spiritual matters in order to leave the secular rule of the church in its own hands [that is, in the hands of the papacy]. Therefore it supported the cities in their struggle against the bishops.

Pope Gregory VII opposed certain marriages. He …

The conflict with Frederick Barbarossa. Milan was besieged many times [during this conflict] … but in spite of it all the development of the city did not come to an end.

… Two clans came to the forefront: Della Torre and Visconti. They established a veritable dynasty, as the Medici had done in Florence …

The conclusion was that in the sixteenth century Milan was subjugated by Charles V of Spain in the War of the Spanish Succession. It then passed to Austria.

The rise of the merchants led to a great flourishing of spiritual life. This in turn led to the Renaissance. It came about because there had been stagnation in all spiritual life here for centuries, since antiquity. Whoever observes the reality of the Renaissance with a critical eye will soon see proof in it that our present-day culture is not a continuation from the ancient world, but that after undergoing a real retrograde movement, lasting roughly from the eighth to the tenth centuries, all science ended up at that time in the hands of the Church and the monks. Science was restricted almost entirely to theology.

The spiritual life of the times was concentrated there [in the Church], but in part some traditions from the ancient world were handed down through the various doctrines and tendencies in the Christian religion, but they had almost completely lost their original form.

The language of the Christian Church was Latin. Through knowledge of this language [MS. Missing words]

Theology was the positive science of that time. It was a consistently thought-out structure.

Contained in it, in part, were traditions handed down from Greek culture, but entirely remolded and adapted to the doctrines of the Christian Church.

In the philosophy and science of antiquity everything rested on research and investigation, while afterward faith was the only thing that remained, because all of science was subordinated to firmly fixed schematic doctrines [by the Church]. The more absurd something was, the more one was supposed to believe in it, the more it proved that we were not created to inquire into things.

All arts became, as it were, slaves of the church: painting was holy pictures; architecture was building churches.

This stagnation of culture was conditioned by the regression to the older economic forms of the mark constitution with the collapse of slavery. [There was] a turn backward to methods in which science was superfluous, primarily to agriculture, and thus, since life was devoted entirely to the production process, that meant the natural economy.

Art and science develop when there is an inclination toward them.

The nobility in Germany in the Middle Ages lived mainly on the land.

A new form of production had to arise in order for art and science to flourish again; [there had to be] new historical perspectives, new classes and class struggles, and then the accumulation of wealth in the cities. And it was possible for this wealth to be accumulated by the people of noble lineage who were up and coming as merchant clans.

The culture of antiquity had its roots in the ancient city, which represented the center of class rule. Also in the Middle Ages the city had to re-emerge, deep-going class differences had to develop, new social problems had to arise, and the wealth of the merchants had to be present as a material basis before art and science could again come into bloom. At that point the city signified, in different form, the same thing it had signified in antiquity.

The Renaissance gave a new start to the pagan art of antiquity. People began digging out the treasures of antiquity and reacquainted themselves with them. There was a revival of pre-Christian science of the pagan variety. The printing of books90 was the precondition that made the flourishing of humanism possible.

Great names are connected with this epoch. Names linked with the Renaissance are the best known.

Chronologically:




	Dante
	1265–1321



	Petrarch
	1304–1374



	Boccaccio
	1313–1375






They were the first who wrote in so-called “kitchen Latin,” that is, Italian.

The first beginnings of the Italian Renaissance.

The whole trend toward the readoption of the languages and science of antiquity was called humanism. Its expansion was helped along in particular by the definite results achieved in the development of the cities and the crafts in the Middle Ages: the printing of books was a genuine product of the development of cities and the skilled crafts.

Humanism expanded from Italy first to France. Greek began to be taught at the University of Paris for the first time in 1430. The universities are also a purely urban phenomenon. However, they were entirely under the spell of theology at first. All the chairs at the university were occupied by churchmen, and Latin was the ruling language. But now there was the beginning of an opposition at the universities.

The gymnastics of the spirit.

That was mocked by [Ulrich von] Hutten in his letters about the obscurantists.91

Then [humanism spread to] Spain and England (Sir Thomas More, one of the noblest representatives of humanism).

Then to Holland (Erasmus of Rotterdam, 1466–1536), and the humanist movement came to Germany from Holland.

[Johann] Reuchlin, 1455–1522. He had a famous dispute with the theological faculty of Cologne. It was then that [Ulrich von] Hutten (he lived from 1465 to 1517) wrote his famous letters about the obscurantists. Then came [Philip] Melanchthon (in German the name means “black earth.”).92 He lived from 1497–1560, and then came Zwingli, from 1484 to 1533.93

This last name, along with the name of Hutten, shows that in Germany humanism was intertwined with the Reformation. ([See] Conrad Ferdinand Meyer, Huttens letzte Tage [Hutten’s Last Days].94 Extraordinarily easy to read and also giving a very accurate picture historically.)

Humanism was expressed in the readoption of the artistic explorations made by the artists of antiquity, and then in the special flowering of painting, sculpture, and architecture. And everywhere this was sponsored by wealthy patrons. The rich made themselves the protectors of medieval artists, kept them at their palaces, and allowed them to do their work as artists as they saw fit. Thus, once again, this was an achievement made by a court [Hof] but not only a manorial estate. The … of Goethe is highly characteristic in that regard …

The dynasty of the Medici in Florence is especially famous in this connection, because they spent large sums on the splendid buildings, paintings, etc., in Florence. The great edifices were intended to win the favor of the people. Job opportunities became available to the people through these projects.

All the cities were united against external powers, but they fought bitter struggles against each other, especially over the Mediterranean and the Black Sea. That meant trade with the Orient.

After Constantinople fell to the Turks [in 1453] the powerful drive to find a sea route to the East Indies had its origins especially in the Italian cities.

Two factors that promoted the development of the cities in the north.

The liberation of the Netherlands from Spain and the Hanseatic League.

The Netherlands, its history and its population.

[The Netherlands, or Low Countries, were conquered] first by German tribes … and Frisia in Roman times. They were subjugated by the Romans until the beginning of the fifth century AD.

Then came the Franks. In the eighth century, after long resistance, they were converted to Christianity and subjugated by the Carolingians. Bishoprics and abbeys and the domains of counts were established.

After the collapse of Charlemagne’s empire, a decline in France, Germany, and [the duchy of] Lorraine was named after Lothar.95 In the fourteenth century it came through marriage to the duchy of Burgundy with the seat of the duchy in Brussels. In 1477 the Low Countries passed through marriage to the house of Hapsburg and thus belonged to Austria. After Emperor Charles V withdrew from power the Low Countries fell to Philip II of Spain.

In the meantime there was a great flourishing of the cities in the Low Countries in the twelfth and thirteenth centuries. The struggle of those cities against the counts for city freedoms began, and in the thirteenth and fourteenth centuries they had free city constitutions everywhere.

The time when the cities of the Netherlands reached their peak was a few centuries later than that of the German cities, whose time of blossoming was, in turn, later than that of the Italian cities.

Antwerp. Its trade flourished from the fourteenth to the sixteenth centuries. A large foreign colony existed there, that is, foreign merchants, and [there was] mutual trade with Germany. Antwerp conducted a worldwide trade and possessed its own commercial fleet.

The trade link with the Orient as a result of the land route to the East being replaced [by the sea route] …

There was also a shift of a major route for world trade to northern Europe as a result of which the Baltic and the North Sea came to the fore.

The previous culture.

As a result, first Holland and then England reached a high point.

Amsterdam at the beginning of the thirteenth century was still a fishing village and a feudal possession of the lord of Amstel (the river there is called the Amstel.) The entire city is built on dams along this river.

The lords of Amstel were vassals of the seminary at Utrecht. But as early as the beginning of the fourteenth century the city got rid of manorial ordinances and won its own constitution. In the fourteenth and fifteenth centuries Amsterdam’s trade with the Baltic flourished. In the sixteenth century Amsterdam was the number one city of the Netherlands, as far as trade was concerned. But the actual flourishing of Amsterdam dates from the downfall of Antwerp. The Dutch East India Company was founded in 1602. In 1622 Amsterdam had a hundred thousand inhabitants. That was its highest peak.

Bruges. It was walled in as early as the seventh century. In the ninth century it received a castle and became a count’s city, and thus a feudal possession. In the twelfth century Bruges was the largest trading city in Flanders. The largest battles between guilds, those of the weavers and the fullers, were played out here, with bloody street battles. Later Bruges flourished to the greatest extent as part of the Flemish textile industry, and the city had the wool trade with England [entirely] in its hands.

In connection with all this a brilliant artist’s colony arose there in the sixteenth century. Rubens, Rembrandt, and so forth, on the basis of the development of the city.

Brussels. In the eleventh century it was a fortified town belonging to the counts von Löwen (?).96 It was at about the halfway point on the trade road from Cologne to Bruges, and it became the center of a flourishing textile industry. In the fourteenth century the fiercest constitutional battles were fought out in Brussels.

Ghent. It was first a fortified castle of the counts of Flanders, founded in 1180.97

It rose to prominence from the thirteenth to the fifteenth centuries. During this time the fiercest battles of the guilds against the merchant families were fought out in Ghent. A merchant clan was at the head of the struggle against the manorial ordinances of the counts, the Artevelde family. In 1345 there was a conspiracy of the weavers against the rule of the merchants and a violent uprising in which Artevelde, the main leader, was murdered.98 In the fourteenth and fifteenth centuries there were as many as 40,000 linen weavers and wool weavers in the city. This shows that matters had already gone beyond the handicraft form of production here; this was already manufacture. The work methods were still of the handicraft kind, but a huge number of craftsmen had been brought together, and they were exploited by the merchants.

All these flourishing cities entered into a major historical conflict after they came under the rule of the Spanish crown in 1455, a conflict with the Catholic Church and Spanish despotism, which had risen to its highest level of power in Spain. That was where the Inquisition reigned.

It waged the fiercest fight against the Renaissance.

And now the merchants in Holland made themselves the champions of free trade and freedom of thought and belief.

Commerce needed free trade, and business freedom was needed for industrial activity, but Spanish policy prevented all that.

At the same time humanism had come from Italy by way of France. In Holland [there was] the earliest acceptance of Calvinism.

In reality underlying the struggle between Holland and Spain was an economic and social conflict, the conflict between the natural economy of feudalism and a new development, manufacture, which was on the rise.

[At the same time] the rising force of absolutism needed gold in order to fight against feudalism, to maintain armies, and so forth.

The policy of the Dutch merchants in the colonies went in the direction of importing raw materials from those foreign lands as well as labor power—the slave trade.

When Holland came under Spanish rule these two [forms] came into conflict.

All the flourishing Dutch cities, after Spanish rule was imposed on them, engaged in constant conflict with the Catholic Church, which had achieved its highest level of power in Spain. The Inquisition tried to drown the upcoming new era in blood. Thus the Dutch cities became the foremost champions of commercial freedom, freedom of thought, and freedom of belief, and they won those freedoms in the struggle against Spain. The rising force of humanism strengthened the struggle, but it alone was not the determining factor. Rather it and these struggles were products of the economic revolution that was beginning.

The Dutch were the first to establish modern colonies (Indies!).99 While the early colonial policy of Spain knew only the quest for gold as its sole aspiration, Dutch colonial policy culminated in efforts to promote the development of trade with the processing of raw materials and the production of finished goods. Holland came under Spanish domination, and the two [divergent] tendencies were bound to come into conflict. Struggles erupted that lasted eighty years; the first period was from 1565 to 1598 and the second from 1621 to 1648. The result of the first phase was the secession of Netherlands from Spain and the founding of a republic. Only after the second phase of struggle did the defeated Spanish recognize the [Dutch] republic and its independence.

Then the House of Orange rose to power in the Netherlands holding the office of stadtholder100 as a hereditary right.

Schiller [in his Revolt of the Netherlands] gave a literary depiction of this struggle. In addition, [see] Goethe’s drama Egmont.101

In the midst of this desperate eighty-year struggle, in the course of which the cities were plundered many times by the Spanish, the Netherlands reached its highest point, flourishing in all fields. [This serves] again as proof of how very much the Middle Ages was developing on ground that was truly volcanic.

At the same time the colonial conquests of the Dutch proceeded apace. It [Holland] conquered the Sunda Islands[,]102 Ceylon, the Cape region [around South Africa’s Cape of Good Hope], and Brazil.103

Holland’s trading fleet numbered 35,000 ships, and the Bank of Amsterdam had 300 million gold florins lying in its vaults.

The enormous costs of war with Spain, thanks to this flourishing [of commerce], were easily borne, along with high taxes.

The Netherlands also became at that time a place of refuge for the victims of feudalism: craftsmen and merchants, learned men from Spain, from France, from Italy, all fled to the Netherlands. The Netherlands at that time, thanks to its geographical location, was the only country in Europe where the mode of life in the cities was entirely oriented toward the interests of the burghers, while elsewhere the latter were defeated by a rising absolutism.

In addition, modern philosophy also arose in Holland: Spinoza.

Both the later artistic Renaissance of Holland and the modern [MS. Missing words] show the contrast between the Dutch Renaissance and the Italian. The Italian: churchly in character; the Dutch [showed]: burghers and the life of the burghers.

As a result of all this flourishing, which at the same time in economic areas was passing over from the forms of craft production to those of manufacture, trade had already become genuine world trade. In this way Holland then came into conflict with England. The struggle between those two is, so to speak, the boundary line between the true modern era and the last phase of the Middle Ages.

Holland, with the flourishing of its Renaissance, with its victorious struggle against Spain, and with its colonial policy, is the last blossoming of medieval city development.

England already represents the beginning of the capitalist phase. Both of them are linked by the textile industry.

[It was first in Holland] that textile manufacture arose.

England still played a passive role then, providing the raw materials. That resulted in agriculture being pressed back by stock raising, and in that connection a large number of peasant households were forced out of existence. In their place came pastureland for sheep, driven by capitalist impulses. From that came the modern proletariat and modern capital in England, which opened a new period of economic production.

We must look at the Hanse [the Hanseatic League] in order to make clear the contradictory role of Germany [i.e., of the German cities].

History of the Hanse. The word Hanse [Hansa] means “chief alliance.” And the word hänseln [to make a fool of; to hassle] is derived from Hanse. That was the method of the Hanse.104

The formal coming together of the Hanseatic League in 1354 followed in the wake of the Cologne Confederation.105 The origin of the Hanseatic League in an earlier, looser form goes back to the beginning of the thirteenth century. The beginnings consisted in separate groups of cities with special relations among one another and with the outside world. And the latter was the point from which the Hanse actually emerged. It was necessary at that time to take special measures to ensure the protection of trade caravans, expeditions, and the like, in order to conduct an extensive trade with other areas and countries. Given the situation at that time it was necessary for merchants in foreign trading centers to establish their own settlements. Today it is not necessary because freedom of commerce exists, but at that time it did not.

At that time the protection of one’s rights was based on a person’s being connected to manorial ordinances or, in a city, belonging to a guild. The protection of one’s rights depended on belonging to a particular social group, whereas today it depends on being a citizen of a particular country.

The oldest German trade settlement abroad was that of the Cologne merchants in London. It was called the Steelyard. It was started in the thirteenth century, beginning on such a small scale that its actual point of origin cannot be established exactly. It became the central point for all trade with England. (See this pageb in the Putzger atlas.)

The second trading settlement of the Germans was at Wisby on the island of Gotland.106 (See this pageb in the Putzger atlas.)

The third settlement, which went out from there, was in Novgorod (court of St. Peter). (See this pageb in the Putzger atlas.)

In connection with all this, three alliances of cities were formed, and they were called the “three thirds” of the later Hanseatic League. Then there came a “fourth third” of the Hanse.

The first alliance was concluded between Hamburg und Lübeck in 1241 to ensure the security of the trade between the Baltic and the North Sea. Grouping itself around these two main cities was: the Wendish Third. It was founded in 1285. Here the leading city was Lübeck. It concluded an alliance with the cities of Wismar and Rostock, and later Stralsund and Greifswald also joined. A number of small cities in Pomerania and the Mark [of Brandenburg] soon joined as well: Stargard, Stendhal, Salzwedel, Brandenburg, Berlin, Frankfurt-on-the-Oder, and others.

On the other hand, Hamburg made an alliance with a series of towns in the Lower Rhineland; this part of the Hanse was called the Lower Rhineland-Prussian Third. Belonging to this part were the cities of: Cologne, Dortmund, Soest, Münster, Herfurt, and Minden, as well as some Netherlands cities such as Bruges, etc. At the other end some Baltic cities also belonged, such as Torun, Kulm, Danzig, and others.

Wisby was the center of a third group, including cities of Estonia and Livonia in the Baltic. This group was called the Gotland Third. Those belonging here included Reval, Pernau, Dorpat, Riga …

They also had branches in the Russian cities of Novgorod, Pskov, Polotsk, and Vitebsk.

The “fourth third” grouped itself around Bremen. This group of Hanse cities was called the Saxon Third. Belonging to this were the cities of Göttingen, Halle, Halberstadt, Hildesheim, Braunschweig [Brunswick], Hannover, Lüneburg, and later also Magdeburg, which gained a leading role.

Thus the separate groups had their origins, and in 1367 all of them together signed a joint constitution in Cologne. They formed what was called the Cologne Confederation.

The aim of this formal agreement was to win commercial freedoms at home and abroad, to secure the trade routes against attacks by robbers, and so forth, settlement of all disputes among one another by a court of arbitration, and joint regulation of commercial law. And such regulation has also come into existence now, with the development of international trade, and has become an established norm.

The safeguarding of maritime travel, the regulation of coins and weights, the joint organization of commercial fleets and crews, and indeed of navies as well, in order ultimately [to protect] the rights of the Hanse with [MS. Missing word(s)]

There was also a registration list for purposes of war, which defined the part each separate city would have in outfitting [the League for war]. Keeping the peace in the cities was also a joint obligation. The point of this regulation, as of the entire organization of the Hanse, was directed internally against the guilds. The joint keeping of the peace in the cities meant: keeping the guilds down.

The aim was to establish the dominance of the merchants in a way analogous to the Italian cities.

The entire practical activity of the Hanse involved measures against the guilds and against unrest stirred up by the guilds.

The Hanse had assemblies [Bundestage] to which each city sent a representative.

By itself this assembly was rather a loose arrangement, but each of the four “thirds” had its own assemblies. Also, the individual cities remained independent in all their internal affairs. Only when common interests involving trade came up was it necessary to directly force some cities into obedience, using the method of harassment, which ultimately meant laying siege and waging war.

Thus the Hanse, because of its fleet and the power that backed it up, won great privileges in England.

Then it dealt with Denmark in particular. In 1362 Denmark had taken Wisby on the island of Gotland, and with that began a bloody war with Denmark. Under the leadership of the burgomaster of Lübeck, the Hanseatic navy sailed against Copenhagen. It was taken and plundered by the Hanseatic League. Then an armistice was concluded with Denmark. In 1367 in Cologne 77 cities declared war against Denmark. A powerful Hanseatic navy occupied the Norwegian coast and again besieged Copenhagen and the Danish islands. In 1370 a peace treaty was signed in Stralsund with the Danish king. The Hanse had achieved complete victory and assured itself exclusive trade rights in all of Denmark.

By 1397 it had the same rights in all the Scandinavian lands. That meant that no merchant was allowed to go there if he was not a member of the Hanseatic League. Fish from the North Sea and the Baltic constituted the main item of trade. This favorable situation for the League in the North Sea and the Baltic lasted for a century. Merchants of the Hanse in the Nordic cities had …

Danzig then replaced Wisby in the leading position in the Baltic, and this had to do with the grain trade from the east, from Poland and Russia. At the same time trade with Russia kept increasing, and here timber and furs played the main role.

The Hanse also conducted extensive trade with England, with France, and with Portugal. It had its [own] settlements everywhere. Also there was a lively trade with Venice.

The main trading offices were Bruges, Bergen, and Novgorod, as well as Schonen,107 and indeed the last-named city served as a trans-shipping location.

The chief objects of trade were [as follows]: from France, salt and wine; from Flanders, textiles; from England, wool and other kinds of cloth; from Sweden, wax, furs, and ore; from Russia, grain, furs, and timber; and from Nordic waters, fish.

These, then, were no longer luxury items, but objects of daily use on a mass scale, which went mainly to the cities. Here one senses already a transition to a new era in which trade is no longer meant only for the rulers.

The high point of domination by the Hanse was in the fourteenth, fifteenth, and sixteenth centuries. At that time the Hanse represented a power that was also highly respected politically. It waged war on its own account and concluded treaties with foreigners. And it seemed that the prospects for the Hanse’s further development were very great. But it turned out otherwise. Signs of decline began to appear.

As early as the year 1423 the revolt of the Dutch cities is to be noted, and they allied themselves with Denmark against the Hanse.

That came about because the Netherlands cities already aspired to become an independent power [in their own right]. A new form of production had already begun to develop in them. By contrast, the German cities pursued trade interests exclusively on the basis of the old form of production.

In particular in the sixteenth century the sea route for trade with the Orient shifted to the north.108 And now the cities of the Netherlands were geographically more favorably located for this new commercial sea route than Germany. Thus we see that the flourishing of the Hanse occurred between that of the Italian cities and that of the Netherlands cities.

With the opening of the trade routes to the East Indies prospects for trade expanded enormously. The cities of the Netherlands were the first to pursue a colonial policy. The Hanse, on the other hand, stuck firmly to the old trade routes and the old items of trade and did not want to know anything about distant overseas trade. That is why the Hanse became outdated, and for that reason cities gradually, one after another, dropped out of the Hanse.

In the first half of the sixteenth century the Hanse, under the leadership of the burgomaster of Lübeck, Jürgen Wollenweber,109 became involved in a new war with Denmark with the aim of excluding the cities of the Netherlands from the right to trade [in the Baltic]. Thus the war with Denmark was at the same time a war with the Netherlands cities. The Hanse was defeated and its domination in Scandinavia was broken. It is no accident that the first war [against Denmark] was won and the second was lost. It was a sign, a symbol that [MS. Missing words]

In the sixteenth century England emancipated itself from the Hanse. Because the latter had often forced the English kings to grant trade advantages to the Hanseatic cities, so that England was condemned to an entirely passive role in trade. [At the end of] the sixteenth century, under Queen Elizabeth, England began to free itself from the Hanse. The rights of the Hanse began to be restricted in England. Lübeck tried with the help of the German Diet110 to forbid all entry to Germany for trade from England. Queen Elizabeth replied by confiscating 60 Hanseatic ships, shutting down the Steelyard, and abrogating all the privileges of the Hanse in England.

As a result the interests of the city of Hamburg were harmed to such an extent that Hamburg dropped out of the Hanseatic League and made a trade treaty with England on its own account.

At approximately the same time, in 1553, the English discovered a sea route to Russia by way of the White Sea, in the north, and they were likewise emancipated from the Hanse in that way, since they could now trade directly with Russia.

And in the fifteenth century the cities of the [Brandenburg] Mark dropped out of the Hanse, and actually this came about under the influence of the rising landlord class, the power of the Electors [of the Holy Roman Empire].

Likewise in the fifteenth century Novgorod was destroyed by the rising power of the tsarist regime, by Ivan the Terrible, and it was stripped of its independence entirely. Thus the cities fell away one after the other, so that at the beginning of the seventeenth century only 14 cities still remained in the Hanseatic League.

After the Peace of Westphalia, in 1648,111 the Hanse fell into decline completely.

Unfortunately there are not many studies of the Hanse. There are modern ones, but none of them are as good as the old one by Sartorius von Waltershausen, three volumes (cheap in used bookstores). The book contains no critique; one must provide that oneself; but it does contain the material.112

The Hanseatic League represented trading interests exclusively, and consequently it rested on outdated forms and methods of trade. That was expressed in the fact that the Hanse cities did not want to participate in the founding of colonies, as England and the Netherlands did.

Here their geographic position was decisive.

On the one hand the cities in Germany did not acquire sufficient power so that on their own accord they could carry out centralization on a large scale. The superiority of landed property in feudalism was too great for that.

It was the small landowning princes that were the cause of Germany remaining backward. They had the power to hold the cities down, but not enough power to lay the groundwork for a new period.

On the one hand, it [the Hanse] was too conservative to help build the new mode of production. On the other, it was already oriented against the guilds, and would not allow them to gain as much strength as they had in Italy, and so forth.

It was only a structure for exploiting trade at a certain historical period. Novgorod is characteristic. It was destroyed by a single tsar [Ivan the Terrible]. That was one of the phenomena that led to the decline of the Hanse.

Why was Novgorod destroyed? In its internal life it had raised itself to the level of a republic, just as cities elsewhere had done. But at the same time, tsarist absolutism was on the march in Russia, and the freedom of the city, which had only begun a weak, unsteady growth, was bound to give way.

The Hanse represented a line of development that remained backward in comparison to the forward-moving tendencies [of its time].

It shoved itself in between the Italian Renaissance cities and the period of [rising] manufacture in Holland.

Even when particular phases of history occur in succession, there is a single line of development [persisting] in the connection between them, and the one [phase] would not be possible without the other.

From what has been said we may conclude that the following was characteristic [of the Hanse]:

The Hanse was bound to go under. Trade outgrew the limits of the Hanse. New discoveries had brought world trade into being; colonial policy was now possible. The Hanse represented trading interests exclusively; it did not take into account the drastic change in the form of production and trade. Because of its geographical location it could not assume its share [of the new possibilities]. The Netherlands and England were the first countries to gain some benefits from this shift [in world trade]. Production had already grown beyond the limits of the small [trading] centers of the cities. However, the Hanse arose basically as a unification of a number of small trading-center cities. On the one hand, the development of the cities in Germany had not succeeded in growing to a high enough level so that the [Hanseatic] cities could establish a firmly consolidated alliance. On the other hand, in Germany absolutism did not become a powerful formation, as it did elsewhere, in order to become the vehicle for a new age of production as opposed to feudalism. It was particularism, [the existence of many] small states not strong enough to form a greater whole, but strong enough to hold back the development of the cities.

With the development of the cities, commodity production gradually rose higher. It established itself first in the cities, while feudalism reigned all around. Thus all around [the cities] there still remained a form of organized economic production that was controlled by the feudal lords.

Internally the Hanse was directed against the aspirations of the guilds. It [the Hanse] was such a truly German product, a wavering, contradictory structure between two epochs. To be sure, it was a powerful tool for the development of trade, but from the outset it was encumbered with a reactionary tendency. The Hanse was, just like Germany as a whole at that time, inserted parenthetically between two epochs. Novgorod, an important point of support for the trade of the Hanseatic League, was destroyed by tsarism. That was no accidental event. Novgorod represented city autonomy as against the rising aspirations of tsarist absolutism; the upward striving freedom of the city necessarily had to give way [in the face of tsarist absolutism], and that meant the destruction of Novgorod. The development of cities in Russia was thereby annihilated. In this downfall the even greater backwardness of Russia played its role.

The Hanse was shoved in between the flourishing of the cities at the time of the Renaissance in Italy and [the rise of] manufacture in Holland, which again was just a prelude to the further development taken over by England.

The value of the Hanse is that it promoted the powerful upward surge of the Netherlands cities and of trade. Without the Hanse the further development in England of manufacture that had its origins in Flanders would not have been possible.

The study of economic history has shown us that, as far as we have come, all economic forms have been organized in one way or another, were planned. Now in our studies we have come to the threshold of a society that is not ruled by any organization.

To understand this, let us take an example.

We imagine a primitive-communist mark community. Only yesterday it was living according to its planned and regulated relationships, but today all of a sudden all organization has ended.

The foundation of every society is labor.

Exchange

In all previous societies production was organized in a planned way, and the same was true of the distribution of products.

Where organization is lacking, exchange is necessary and serves as the only connecting link of human society.

In an organized society it is not exchange that takes place, but rather distribution. Each member from the outset contributes socially necessary labor. Before products are made there is an order for them by the society as a whole. Everyone receives what he or she needs, and what the individual receives is the result of a division of the social wealth. (In a society that is wealthier the individual receives more than one would in a society that is poorer.) In an organized society the contribution of the individual cannot serve as a measure of what he or she will receive.

Where organization is lacking each works for himself. He engages in private labor. Only when the finished product is exchanged for another does the labor of the individual change into socially necessary labor.

For exchange a finished product is necessary, as well as a need for that particular product. Products that are exchanged must contain the same amount of labor. A product that is exchanged thereby becomes socially necessary. It has value.

The number of products needed arises out of the experience of one exchange after another. Only after an exchange does it become clear whether a product is socially necessary. From one exchange to another, demand may alter. Since it is possible only after exchange [MS. Missing words] only after exchange is it regulated [MS. Missing words]113

As a result, at one moment there will be too many products and at another moment too few.

Uncertainty of the position of the individual.

Exchange is regulated by the division of labor.

Exchange is a substitute for economic planning.

In a socialist society there will be no exchange, but only distribution of the products.

The formation of a money economy

In the course of history a whole series of the most varied forms of economic production have followed one after another, but they always had a definite plan as a basis.

What we know about the capitalist economy is that it is unplanned. Thus the question arises: how is the existence of such a society possible, one that operates without any plan?

It is assumed that a communist society with a very highly developed culture and wide-ranging division of labor would suddenly collapse for any number of reasons if such an indescribable lack of regulation were to occur.

Only one thing is constantly, irreversibly, and fixed firmly: everyone must work. Without labor a human society is not conceivable.

The division of labor exists. With his or her labor each produces only one kind of product. Where there is no work plan—and here that would be the case—the only bond available would be exchange. Exchange takes place only where the organization of labor does not exist. In a planned economy mediation of products occurs not through exchange but through distribution.

Example: a shoemaker now works as an individual without connection to the society. He delivers his shoes to this person today and to that person tomorrow. That is how he earns his livelihood. In a communist society the shoemaker’s production would be based on the total need of society. He would receive everything he needs from the society. That would be governed by the average wealth of the society at any given time.

Now [i.e., under capitalism], in contrast, the products exchanged on all sides represent the sum total of the labor that is put into each product. When two producers have a mutual exchange of products they are still completely independent of one another and [usually] don’t even know one another. It is irrelevant if one receives less than he gives.

In an organized society that need not be the case. A shoemaker produces boots according to the orders placed by society. In return he receives his means of livelihood, not as a reward for his labor, but as a fully entitled member of society. That is governed more or less by the average social wealth. The labor expended to produce his means of livelihood is once again determined by the needs of the society as a whole. In an organized society the contribution of one and the return contribution of another are not measured against each other. A rich harvest, which also provides the shoemaker with a richer quantity of means for his livelihood, does not require more shoes. Here there is no exact reciprocal relationship. Thus in this case exchange is not taking place.

In a communist society each person receives what he or she needs as a member of that society.

In a slave economy [he receives] because he must be maintained [i.e., kept alive to work].

In an unplanned economy each produces as much as is necessary in order to exchange that for the means of livelihood. The volume of one’s production determines the needs [that will be met].

In an organized society all labor would be, from the outset, socially necessary labor.

In an unplanned economy every product, from the word go, from the first foothold represents private labor. Labor is transformed into socially necessary labor only after exchange.114 Something is first produced and then is regulated by demand. No one can be sure immediately whether he will receive the share of the social wealth due to him in return for his labor.

Exchange thus becomes the substitute for planned organization of labor. In an unplanned economy socially necessary labor, which must exist always and at every time, is no longer the sum of the labor of those who are working. Every instance of labor is first of all private labor, and it becomes socially necessary labor only after exchange, but that comes into the picture only after production has been completed. Socially necessary labor is now the sum total of the products that have been exchanged.

Only those products that are needed [i.e., that can be used] succeed in being exchanged. The exchange value of a product is its capacity to be used. Because only when it is used does a product become socially necessary labor; only then does it have exchange value. Until then every product is valueless private labor.

Exchange is thus the distinguishing characteristic of unplanned production.

That is why in a socialist society no exchange will be able to exist. Exchange is only possible if a society lacks organization.

For each individual labor is the precondition for his or her existence. Without labor one cannot exist.

How much labor is necessary for the maintenance of the society, and what kind of labor? That is [now] determined in the process of exchange. What is produced in excess of that will remain on the market [unsold]. It remains valueless private labor.

The experience gathered from previous instances of exchange serves as the guiding measure for further production.

In the unplanned economy therefore that which is socially necessary is always determined after the fact.

The means of regulation will now be a rough approximation constantly either above or below the actual volume of existing needs.

The tendency of private labor to come close to this approximation is bound to be more or less unsuccessful. Exchange is the only regulating factor.

In an organized society the distribution of products is regulated in a planned way. The amount of total needs is known in advance.

Now one’s share in the social wealth depends on exchange. Complete uncertainty prevails.

Even the way in which the division of labor occurs is now regulated by exchange. The number of workers in each branch of production is regulated independently.

It is left up to each individual to bring new products to the market. Exchange will show him whether a need had been served or not. In this way exchange determines the appearance of new trades or professions.

To repeat: exchange presents itself as the regulating factor in an economy where the planned organization of labor is lacking.

Each person can satisfy their own needs only by exchanging the product of their labor. Thus people produce their vital needs themselves. But their means of livelihood can be gained only through exchange, when someone else has a need for their product. All individual members of society find themselves in the same situation.

Since exchange is the only intermediary for the meeting of needs, all the needs of an individual can only be met if all members of society have the same need for the product of each individual [worker].

Example: the cobbler can meet all his own needs only if all those who make products that he requires for the satisfaction of his manifold needs continually have the same strong need for the product of his labor, boots, for example.

Since this target will never be met, a difficulty arises which an organized society does not know. There the need of the society as a whole is a known factor. Now what exists are a large number of individual, independent needs.

Such an unlimited need by all for all products has never existed. But as a historic fact it has occurred that one particular product, for example, cattle, was a universal need that was felt by everyone at all times, was desired to the same strong degree. We would use one term here for the purpose of our subsequent discussion: that is, a concrete need or product.

This concrete product will be taken by anyone at any time in exchange for any other product.

The precondition is that in the society under consideration there is a general consumer need for this product.

It is precisely through exchange that each one is in a position to gain possession of this product. To begin with, he exchanges something for it in order to consume this product.

Soon, however, he arrives at the conclusion that he can also use this product to exchange for other things that he needs.

It now turns out that one such product has a dual function.

Example: the product of the cobbler’s labor, that is, boots, must now be transformed into the concrete product. Then he can use this concrete product to exchange it for products that he requires in order to satisfy his needs.

Each person makes products with his own labor. It becomes socially necessary labor only through exchange. The only form [this can take] is when the product of his labor can be transformed into the concrete product.

Now a product must exist that is known in advance to be a social need. Only for such a product will private labor immediately become socially necessary labor. Every [instance of] private labor now becomes socially necessary labor if it is transformed into this concrete product of exchange. This concrete product is now the only connecting element within this loosely structured society. This concrete product is now the commodity that will be accepted by anyone at any time. This concrete product has now become the means of exchange.

The means of exchange is therefore a product that from the outset embodies socially necessary labor, and it gives, to every individual who possesses it, access to the social wealth.

This concrete product performs a dual function: as a means of consumption and as a means of exchange. Thus a certain part of this product might not be consumed. That part will be designated in advance as a means of exchange.

For example, [at one time] cattle were a means of exchange. Thus when an exchange took place one or some of the cattle would be marked separately, stamped or branded to distinguish them from the cattle designated for consumption. All the qualities that were valued and required in the cattle designated for consumption were unnecessary and superfluous in the cattle designated as a means of exchange. These cattle now are only a means of exchange.

However, the type of exchange product (for example, cattle) is bound to run into difficulties, such as how they are to be safeguarded, circulated, etc., and these difficulties tend to hinder the cattle’s usability as a means of exchange. Now only one more step is necessary for this problematic means of exchange to be replaced by another that will not be burdened by these difficulties, for example, metal.

This corresponds to what actually happened. The selection of this exact new means of exchange is not mere speculation, however; it is historically determined. The transition from cattle as means of exchange to metal as means of exchange occurred simultaneously with the transition from herding to agriculture.

Agriculture needed metal. Its usability increased with the development of tools and weapons and the technology of their production. Metal became a universally desired item of consumption.

This course of development was reflected in words. In Latin, money was called pecunia, but this term was derived from pecus.115 It is interesting furthermore that the first coins very often had the image of an ox or a sheep—that is, the type of animal that had previously served as the universal means of exchange.

Cattle and metal were not the only products that had significance as means of exchange. For example, for the Arabs it was dates, and for many primitive peoples of Africa it was cowrie shells.

These latter items also were included in the ranks of universally desired means of consumption. They served as jewelry that had significance as a means of distinguishing different tribes, ranks, and classes of seniority.

There is nothing at all exceptional about this. In our society also, despite an incomparably higher level of culture, symbols that are worthless or of very little worth have great meaning as distinguishing marks of a certain rank or standing for those wearing them or carrying them.

But the significance of cattle and metal became predominant. Their range of dominance was much wider than anything else. As we have already said, cattle as a means of exchange were pushed out with the transition from herding to agriculture. This process, in which the one superseded the other, was not completed quickly, nor did it occur everywhere at the same time; it happened gradually, at the same kind of pace that occurs in any transition. For a long time they both served side-by-side as means of exchange of equal worth.

In the poetry of Homer (eighth century BC) oxen and copper and iron were all named side-by-side as means of exchange.

It was possible for metal to become the most significant of all other [means of exchange] because it possessed physical qualities in a higher degree than all others that made it especially appropriate for that purpose.

One can remove all the consumer qualities from metal, and yet at any time it can be turned back into its former condition as a means of consumption. That is its greater advantage.

Metal became the means of exchange that dominated trade and exchange in general.

Indeed the extent of trade and exchange is variable. It goes up and down and cannot be determined in advance. Thus it lends itself also to a great many different means of exchange that may be used in trade at any particular time and that can never be set in advance.

Money is now the only product that represents socially necessary labor from the very outset.

It can possess this characteristic only when all other labor represents only private labor. Hidden behind that is an entire epoch in which the organization of labor was totally lacking.

Money is necessary in an unplanned economy.

Money is only the expression of commodity production.

With that we have also answered the question of whether a socialist society will need money. It does not need it.

The development of money, briefly then, is as follows:

Gold is to begin with a product of social labor that is universally desired.

Money is at one moment a product of exchange and at another a product of consumption.

Part of this product is designated only for consumption and another part exclusively as a means of exchange.

This latter part was deliberately distinguished by stamping it.

Now money took on a form in which it could not be consumed. Now it is only money. But it serves as a means by which every need without exception can be satisfied.

Now the only thing that remains is to investigate whether the premise of a sudden collapse of a form of economy is justified.

It is, because it is a historical fact.

A catastrophe cannot be measured during the time when it is happening. The nature of a catastrophe consists above of all in the fact that in a short span of time it brings with it in a forceful way entirely new forms, a transformation that was prepared for a long time during peaceful development. It is a further development, accelerated by revolution, of a particular line of previous development.

Example: the French Revolution of 1793. [With that came] the introduction of private property in Algeria, and all colonial policies in general.

The premise is historically grounded.

However, it is not the only form that development must necessarily take.

Example: the development of Germany. One stage passes gradually over into another, supported by revolutions, which do not however appear here as catastrophes or have catastrophic effects.

Further, is it possible for exchange to spring up suddenly?

Exchange does not need to be invented suddenly at a critical moment. Exchange exists at every time. Even peoples who are by no means organized into firmly fixed associations know exchange.

Example: during excavations in northern France stone tools were found made from a kind of stone that did not exist in that region.

We do not know of any epoch [in human development] without exchange; and even less so now does any separate people live without exchange.

Exchange was the mechanism by which cultural advances spread far beyond the region of their origin; at every time it contributed to the advancement of culture.

Exchange was possible as soon as the productivity of labor had reached a certain high level at which labor produced surpluses, quantities of goods greater than absolutely necessary. As far as knowledge of the history of culture has been able to conclude, this precondition [i.e., exchange] has been present everywhere.

Thus it is justified to introduce [the subject of exchange] into our investigation [of the Middle Ages].

Exchange always begins where organized production reaches its limit in time or space.

The economic foundation for exchange is the productivity of labor and the surplus produced by it. The expansion of exchange occurs to the same extent that it becomes habitual.

From the outset116 it [exchange] is limited to individual instances and to certain objects that, because of favorable conditions, are more abundantly available. That which succeeds in becoming the possession of another tribe or people soon becomes a need there. Thus exchange becomes a necessity, and production for this exchange becomes a rule.

This exchange also stimulates the production of other goods. It spreads further. There are more and more objects that are produced in advance for exchange, that is, as commodities.

To the extent that more products are brought within the sphere of the exchange process, as exchange spreads wider, the greater the need grows for a designated means for exchange.

An example of the difficulties for the exchange process when such a universal means of exchange is lacking is as follows: [Jérome] Becker found a Black African tribe at the headwaters of the Nile117 which would exchange only meat for other products. In order to obtain flour, hammers (or spades) were offered in exchange, along with cloth. For the hammers an ox was offered in trade, which was then slaughtered and cut into pieces. Only in exchange for these pieces of meat could the desired flour then be obtained from the tribe in question.

For us, cattle are the most important of all the means of exchange because it became the means of exchange for the peoples who were the ancestors of our culture.

Metal money later took the place of cattle. From the outset it represented socially necessary labor.

Gold is the highest form of money because consumption value is attached to it only to a very small extent. It is precisely for that reason that it represents socially necessary labor in its purest form. It possesses hardly any everyday usefulness.

The outer aspect of the social development of money reaches its peak in gold. Money did not develop originally in the Middle Ages, but had its origins in the early ancient world, in the Orient.118

In the early Middle Ages, in contrast, the natural economy predominates. Only with the development of commodity production does the money economy reappear here. Thus, the development [of the money economy] had to become so widespread it was necessary to represent social labor in a form that had no consumption value. The development of money thus recurs many times.

And each time the development of money is nothing more than a reflection of the development of the relations of production within a specific cultural area or region.

The capitalist form of economy endeavors to spread commodity production over the entire globe. With that it also spreads the money economy to the same extent. The world economy has turned money into world money.

Commodity production and the money economy form the basis on which the capitalist economy is built.

With the elimination of this economic form these two fundamental pillars [on which it rests] must also disappear.

They are the foundation and characteristic feature of this unplanned mode of economic production, namely, the capitalist mode of production.

Capitalism develops within itself the preconditions for a new mode of production, which through historical necessity must surely replace it.

That is the socialist economy, organized on a planned basis.

With that we end these investigations [into the Middle Ages], at the point where Marx steps in with his investigation into and critique of the capitalist mode of production.

REFERENCES




	Statistisches Jahrbuch für Deutschland [Statistical Yearbook for Germany]119



	Putzger:
	Geschichts-Atlas. [Historical Atlas]120



	Perthes:
	Taschen-Atlas. [Pocket Atlas]121



	Plötz:
	Auszug aus der Geschichte. [Excerpt from History]122



	Bücher:
	Entstehung der Volkswirtschaft. [Origin of Economics]123



	Engels:
	Die Lage der arbeitenden Klassen in England [Condition of the Working Class in England]



	Engels:
	Die Entwicklung des Sozialismus von der Utopie zur Wissenschaft. [Socialism, Utopian and Scientific]124



	Lippert:
	Kulturgeschichte, I. Band. [History of Culture, Vol. 1])125



	Ratzel:
	Völkerkunde. [Ethnology]126



	Engels:
	Der Anteil der Arbeit an der Menschwerdung des Affen[The Part Played by Labor in the Transition from Ape to Man], Neue Zeit, Year 14, Vol. 2, this page.127



	Weitling:
	Garantien der Harmonie und Freiheit. [Guarantees of Harmony and Freedom]128



	Morgan:
	Die Urgesellschaft. [Ancient Society]129



	Maurer:
	Einleitung zur Geschichte der Mark-, Hof-, Fron- und Dorfverfassung.



	
	[Introduction to the History of the Mark, Court, Village and Town Constitution]



	Caesar:
	Der gallische Krieg. [The Gallic Wars]130



	Cunow:
	Die soziale Verfassung des Inkareiches. [The Social Constitution of the Inca Empire]131



	Macaulay:
	Warren Hastings.



	Macaulay:
	Lord Clive.132



	Haxthausen:
	Studien über die inneren Zustände usw. in Russland. [Studies on Internal Conditions, etc., of Russia]133



	Plekhanov:
	Chernyshevsky.134



	Engels:
	Internationales aus dem Volksstaat. Soziales aus Russland. [International Material from Der Volkstaat. Social Material from Russia]135



	Tschuproff:
	Die Feldgemeinschaft. [The Rural Community]136Handwörterbuch der Staatswissenschaften. [Concise Dictionary of the Political Sciences], article on the “Mir” (this is the Russian Mark)137



	Parvus:
	Das hungernde Russland. [Starving Russia]138



	Engels:
	Anti-Dühring.139 Theory of Violence



	Engels:
	Ursprung der Familie. [Origin of the Family, Private Property, and the State]140



	Kautsky:
	Ursprung des Christentums; die Sklavenwirtschaft. [Foundations of Christianity; The Slave Economy]141



	Eduard Meyer:
	Geschichte des Altertums. [History of Antiquity]



	Eduard Meyer:
	Sklaverei im Altertum. [Slavery in Antiquity]



	Eduard Meyer:
	Entwicklung des Wirtschaftslebens im Altertum. [Development of Economic Life in Antiquity]142
Handwörterbuch der Staatswissenschaften [The Concise Dictionary of Political Sciences]: articles “Bevölkerung im Altertum,” [Population in Antiquity] “Agrarverhältnisse im Altertum.” [Agrarian Relations in Antiquity]143



	Beloch:
	Griechische Geschichte. [Greek History]144



	Ernst:
	Neue Zeit, 11. Jahrgang, 2. Band.145



	Kautsky:
	Vorläufer des Sozialismus; Plato und der griechische Staat. [Forerunners of Socialism: Plato and the Greek State]146



	Mommsen:
	Römische Geschichte. [History of Rome]



	Lassalle:
	Kapital und Arbeit. [Capital and Labor] (Description of feudal economy)



	Lassalle:
	Indirekte Steuern. [Indirect Taxes]



	Willibald
	Der Roland von Berlin. [Roland of Berlin]147



	Alexis:
	



	Professor
	Das Aufkommen des Handwerks in den deutschen Städten. [The Rise of



	Arnold, Basel:
	Craft Production in the German Cities]



	Schiller:
	Der Abfall der Niederlande. [Revolt of the Netherlands]



	Goethe:
	Egmont.



	Sartorius von Waltershausen:
	Geschichte der Hansa [History of the Hanse]



	Marx:
	Das Kapital. [Capital]






literature on Feudalism and on the Development of Cities:148




	Ludwig von
	Einleitung zur Geschichte der Mark-, Hof-, Dorf- und Stadtverfassung



	Maurer:149
	[Introduction to the History of the Mark, Court, Village and Town Constitution (Publisher Ignaz Brand, Vienna, cost 6.50 Marks)



	Ludwig von
	Geschichte der Städteverfassung (Many volumes) [History of the City



	Maurer:
	Constitution]



	Engels:
	Die Lage der arbeitenden Klassen in England. [The Condition of the Working Class in England]



	Engels:
	Bauernkrieg. [The Peasant War in Germany]



	W. Wolff:
	Die schlesische Milliarde. [The Silesian Billion]



	Willibald Alexis:
	Der Roland von Berlin (and other novels by him).



	Fr.v. Schiller:
	Abfall der Niederlandeo [Revolt of the Netherlands]



	Goethe:
	Egmont.



	Guizot:
	Geschichte der Zivilisation in Frankreich [History of Civilization in France], first published in 1830–32.



	Thierry:
	Betrachtungen über die Geschichte Frankreichs [Observations on the History of France] 1840.



	Thierry:
	Geschichte des 3. Standes im Mittelalter. [History of the Third Estate in the Middle Ages]



	Savigny:
	Geschichte des römischen Rechts. [History of Roman Law]



	Lassalle:
	Kapital und Arbeit. [Capital and Labor]



	Eichhorn:
	Über den Ursprung der Städteverfassung in Deutschland. [On the Origin of the Constitution of the City in Germany]



	Lassalle:
	Indirekte Steuern. [Indirect Taxes]



	Gaupp:
	Über deutsche Städtegründung [On the Founding of German Cities] 1824.



	Leo:
	Entwicklung der Verfassung der lombardischen Städte. [Development of the Constitution of the Lombard Cities]



	Wilda:
	Über das Gildenwesen im Mittelalter [On the Guild System in the Middle Ages] 1831.



	Hüllmann:
	Städtewesen im Mittelalter [City Structure in the Middle Ages] 1827.



	Arnold [in]
	Das Aufkommen des Handwerks in den deutschen Städten. [The Rise of



	Basel:
	Craft Production in the German Cities]



	Putzger:
	Geschichts-Atlas. [Historical Atlas]



	Perthes:
	Taschen-Atlas. [Pocket Atlas]



	Bücher:
	Entstehung der Volkswirtschaft. [Origin of Economics]






Literatur zur Hansa (Literature on the Hanseatic League):




	Sartorius von
	Geschichte der Hansa. (History of the Hanse)



	Waltershausen







Appendix: Theory of the Wages Fund

(1) Content of the Wages Fund Theory. How it is usually linked with population theory.1

(2) Dissemination of the Theory. Adam Smith—[Jeremy] Bentham2 ([Jean-Baptiste] Say).3

(3) Its Historical Justification (small-scale producers, the Middle Ages)

(4) Its True Social Roots (the fate of workers being dependent on capital)

(5) (a) The Iron Law of Wages of [David] Ricardo–[Ferdinand] Lassalle4

(b) Bentham

(6) Critique of the Theory of the Wages Fund

(a) [William] Thompson5

(b) [Friedrich Benedict Wilhelm] Hermann6

(c) [Johann Karl] Rodbertus7

(d) [William Thomas] Thornton8

(e) [Jean Charles Léonard de] Sismondi9

(f) Professor [Julius] Wolf10

(7) Critique of These Critiques

(a) Individually

(b) In General: They cannot be refuted by abstracting from currently existing institutions. The opposite is true.

(8) Marx on the wages fund theory.11 Marx on the “Iron Law of Wages.”12

(9) Prof. [Julius] Wolf’s criticism in regard to Marx.

(10) Reply [to his criticism].

One can say that up to now economic science has put forward only two theories of wage labor: the theory of the wages fund and the theory of the industrial reserve army,13 the first a product of bourgeois economics and the latter, of socialist economics. Obviously it should not be said therefore that all economics theoreticians without exception have sworn by one or the other of these theories. There have also been writers who took a very critical attitude toward the wages fund theory without at the same time showing any awareness of the industrial reserve army theory, which of course had not yet been put forward.14 In the most recent period on the other hand a [new] theory has been advanced which subjects both of the above-named theories to thorough criticism and regards both of them as mistaken—we have in mind the theory of Professor Julius Wolf, which quite recently has been adopted and reiterated by some German economists, such as [Adolph von] Wenckstern.15 However, if we leave aside these products of the most recent times—which we will go into in more detail further below—we find, during the entire lengthy period from the beginning of classical political economy to our own times, only the two above-named theories about the wages paid for labor—the wages fund theory and that of Marx.

As early as Adam Smith we find the wages fund doctrine stated clearly and explicitly. In his [Wealth of Nations,] Book 1, Chapter 8, “On Wages,” he comments approximately as follows: The natural wage is the product of the amount of labor expended. However, this wage is paid only in primitive social conditions. With the accumulation of private capital, wages are determined by a struggle between capital and labor. The result of this struggle depends as a rule on the relation between supply and demand for labor. By “demand for labor” Smith understands the [size of the] capital fund at any given moment. In Adam Smith we also find the inseparable addition to the hypothesis of the “wages fund”—population theory: the labor supply, says Smith, depends in turn on the frequency of births [i.e., the birth rate] among working people at any given time—but this in turn is precisely geared at every moment to capital’s demand [for labor]. (Unless we are mistaken, Smith used that very word—“precisely.”)16

The same propositions are put forward by David Ricardo, the last classical author of the bourgeois school of political economy, in another connection—namely, in his theory of ground rent. In the chapter17 where he deals with wages ex officio we read only that wages—like the prices of all other commodities—are determined according to relative supply and demand. But what Ricardo means by this he tells us in a different place—in his ingenious explanations about ground rent. Here the theory of the wages fund serves him naturally as a logical link for constructing a connection between rent and the movement of capital. Rent, he tells us, rises with the growth of capital. How so? Through the intervention of the working class. Capital consists at any given time of a wages fund of a determinate size. With the growth of capital or, which amounts to the same thing, with the growth of the demand for labor, the number of workers increases (through natural increase!), but with that the demand for the means of subsistence also grows, above all for the products of agriculture. The growing demand increases the price of these products, and as a direct consequence ground rent increases.

Both above and below when we refer to statements by the theoreticians we are discussing, going by memory, we are not in the least disregarding the demand for exactness in one’s mode of expression. Turns of phrase such as “he said,” serve merely to distance ourselves from unpleasant association.18

Thus we find in Ricardo as well [as in Smith] the same linking of the wages fund theory with population theory, or to put it more exactly, the same mediation of the wages fund theory by the population theory: the latter is the medium through which the domination of the wages fund over wages themselves is made a reality.

It would take us too far afield if we were to follow in the same detail the course of thought among the other adherents of the wages fund theory. This would also be superfluous because the theory was neither carried further nor even modified by the other representatives of classical political economy. Among them we encounter the same formulations as were once given by Adam Smith and David Ricardo, with almost the exact form of expression, and this is true of both the epigones of classical political economy and the founders of vulgar economics: James Mill (Defence of Commerce, 1808), J.B. Say (Traité de l’Economie politique, 1803), [Antoine Comte de] Destutt de Tracy (Traité de la volonté et de ses effets, 1821), John Stuart Mill (Principles of Political Economy, 1856), [and] [Henry] Fawcett (The Economic Position of the British Laborer, 1865),19 and finally this applies as well to “old man” [Karl Heinrich] Rau, and [John Ramsey] MacCulloch, and all the others.20

In economics as in all social sciences [MS. Missing word(s)] two kinds of criticism are possible: (1) One may criticize the content of a given theory in and of itself, to reveal its inconsistency, its logical insufficiency; (2) One may, on the other hand, also deal with the object of criticism in its historical connection to the social realities of its time, the basis on which the criticized theory first arose. Here the objective material basis of the theory must be revealed, and the latter must be viewed not in and of itself, not on a logical-theoretical basis, but from a material-historical standpoint. The first critical method passes judgment absolutely, like the members of a jury: either “guilty” or “not guilty” (or more exactly, either “true” or “false”). The second method takes into account the relativity of truth, that is to say, that truth is conditioned by the times. It does not condemn the theory in question, but only shows that the theory eventually became outdated. We believe that there is no effective refutation other than the one that demonstrates the social context in which a doctrine [at one time] represented “reason,” [a refutation] that makes it possible to follow the [emergence of a] changed social context in which the doctrine has becomes “meaningless.” Obviously this method cannot be applied in all cases: that which, in the case of Adam Smith or David Ricardo at the turn of the century [between the 18th and 19th centuries] was a historically determined error is in the case of [Lujo] Brentano at the end of the [19th] century merely apologetics, and although perhaps in both cases “material relations” are to blame for the theory, that is true in two entirely different senses …

Before we criticize the wages fund doctrine from a theoretical standpoint, we want to examine it briefly from a historical one.

So what, in short, do we have to say about the theory?

There is at any point in time a quantitatively specific amount of capital that represents the demand for hired hands. As a result, in relation to this capital there arises a larger or smaller number of hands for hire [to be paid with] a larger or smaller amount in wages. It is obvious that, if this theory is to have some justification, a single basic determining element in [the existing] social relations is necessary: [i.e.,] a certain degree of stability in the conditions of production, so that, first of all, [there would be] a technically given relation between a specific amount of capital and the number of workers employed by it; and secondly, that because of market conditions a definite relation could be observed as a constant factor between the time required for production and exchange and the time required for the reproduction of human beings. Both of these are conditions that our present-day capitalist economy would look down on with a supercilious smile. They would appear to it as something like “a fairy tale from days of yore.” First of all, depending on the level of productive technology and exploitation (length and intensity of the working day in connection with the wage form), at any moment one and the same quantity of capital can harness the labor power of a highly variable number of workers; not only that, but this relationship is altered at every moment by advances in technology, so that both in time and space the concept of a constant [fixed] proportion (a coefficient) between capital and labor can only be a fiction. Secondly, the time spans required for modern production no longer correspond in any way with the amounts of time necessary for human reproduction. During the last twenty-five years, speaking approximately, the modern production cycle takes up not even half of that time.21 If we take into account only the biggest economic crises in our century, we see the following: 1825, 1836, 1847, 1857, and finally 1867.22 Thus, almost exactly in ten-year intervals, there has been an economic cataclysm, and after each one a convulsive contraction of capital, then a gradual expansion, followed by a sudden unrestrained boom until once again the wings of capital are clipped by the next crisis. Given the short and—as we will show—constantly shorter length of the production cycle, given this tendency of capital toward sudden contractions and expansions, [the notion] that the size of the population can be regulated by the amount of available capital in relation to the natural amount of time necessary for the propagation of a new generation of workers once again becomes nothing but a fiction. Obviously one can say that capital reigns over the death of the worker, but not that it is a dominant influence in the number of workers who are born. It is well known that three or four days of not eating (that is, of joblessness) are enough to cause death; but to give birth to and raise a human being requires many long years.

All this was quite different in Ricardo’s time and even more so in that of Adam Smith. Machinery was just beginning to revolutionize the relations of production, and generalized economic crises were still in the offing. To be sure, Ricardo experienced the first significant economic crisis in England, which followed after the establishment of Napoleon’s continental system. However, in that case the capitalist hoof was concealed behind historical “accident,” and it was easy to conceive of this crisis as a quite specific consequence of the machinations of “that fiend Napoleon.” In general the predominant mode of production—manufacture—was still based on manual labor, trade relations were still dominated almost exclusively by England, and hence were fairly stable and easy to observe, the time periods necessary for production were relatively lengthy and slow, and the technical proportionality between capital and labor power was up to [a point] a given.23 Here lies the relative justification for the classical theory of the wages fund, but here at the same time lies [the basis for] its condemnation by history. Gone are the lovely days of peaceful, phlegmatic, seemingly patriarchal capital. Today [it is] nervous, constantly stirred up, at one moment “storming the heavens,” at the next “in the depths of depression”; today one can calculate neither how much labor power capitalism will need at the next moment nor even the number of workers to be supplied. With capital on its wild chase the workers, waiting upon its command, have time enough only to die, but not to be born. And it is well to note that the time when the wages fund theory had its relative justification was extremely short. Before Ricardo’s very eyes the mighty process of industrial transformation in England took place. The second edition of Ricardo’s main work already contains a section about machinery (and this is already characteristic), a section in which he himself refutes his “theory of compensation,” and thus indirectly and unconsciously throws out the very proposition he himself put forward about the wages fund.24 And if today, in the age of [the monopoly capitalists] Krupp and [Carl Ferdinand] Stumm,25 German economists put the old theory of the wages fund back on the table and seek to cover up the modern phenomena of capitalism with shreds and tatters from the old classical theory, it is the kind of work that Heine knew only too well.


They plug up the holes in the universe

With bits of old dressing-gown and nightcap.26



Incidentally the old theory of the wages fund served not only for plugging the holes in the capitalist universe. In it there also lay a real kernel [of truth], independent of its specifically historical justification: it was the first general theoretical formulation of the social dependency of the working class on capital. But now it became possible for two different kinds of conclusions to be drawn from this. In the hands of Lassalle the wages fund theory became a revolutionary lever for the emancipation struggle of the working class. Jeremy Bentham, father of utilitarianism, knew how to “utilize” this theory in a different way: from it he concocted a dogma, which entirely removed any social responsibility from the capitalist and against which all the demands of the working class were intended to bounce off as though from a suit of armor.

Ricardo’s work, containing the clearest and most decisive formulation of the wages fund theory, appeared in 1817. As early as seven years later it ran into criticism. William Thompson, in his Inquiry into the Principles of the Distribution of Wealth (1824), pointed out that this theory was thoroughly one-sided, that it only took into account the quantity of accumulated capital, but that the productive forces of the nation (potentially) at any moment and even the yearly consumption by the nation at any moment were illimitably greater than this.27 It is obvious that a comment like this, even if it is quite correct in and of itself, could not touch a hair on the head of the theory being criticized, because in any discussion of wages it is not the existing wealth of the world, past or future, which comes under consideration, but unfortunately the portion of that wealth which at any given time the worker encounters in the form of capital. Between the overall wealth of the productive forces of the society and the working class stands precisely the individual capitalist with his demand [for labor]; and here we run into a wall. Thompson’s critique might seem quite incomprehensible if we did not know that he belonged to that utopian school of older English socialists who wanted to reshape capitalist reality so thoroughly, wanted to eliminate capitalist reality so badly, that they abstracted [from that reality] in their economic theory. Thompson had such a great desire to cancel the dependency of the workers on capital, as formulated in the wages fund doctrine, that in his criticism he abolished the very existence of the private capitalist.

The later critics of the wages fund theory are the Germans Hermann and Rodbertus.

Hermann, in his Staatswirtschaftlichen Untersuchungen (1832), puts forward the proposition that the worker is paid not from the employer’s capital but by the consumers of the commodities produced. The employer is presented here in the innocent and at the same time noble role of a personally disinterested intermediary between the worker and the consumer, as though he were a mere clerk. The only problem is that in one way or another it is notoriously well known that the worker receives his wages before the sale of the products of his labor, and indeed he receives them directly from the employer out of that person’s private capital, and thus the actual question that was raised has not been touched on at all.

Rodbertus is no more fortunate in his criticism. In his work Zur Erkenntnis unserer staatswirtschaftlichen Zustände28 he held that the wages for labor are not paid out of the capital already accumulated before the production period began but out of the product of that same period. This consoling notion, derived from a bizarre disregard for the elementary phenomena of the capitalist mode of production, needs no further refutation. Any child knows that the production period in most realms of economic activity—from the beginning of production through the sale of the goods on the market—takes half a year or a full year, but workers receive their wages every two weeks or even every week, and so the employer must have a reserve supply of capital in advance; wages cannot be taken, bit by bit, out of current production.

Here, as in so many other fields of economics, Marx provided the first true criticism. Above all he knew—in accordance with his dialectical method—that there cannot be any general law of wages that is absolutely applicable in all cases. Every mode of production has its own law of population and its own special law of wages.

He went on to outline the law of wages for the production period in large-scale industry. This consists of two aspects: on the one hand, the existing reserve supply of capital; and on the other, the existing reserve army of workers. The accumulation of capital, on the one hand, and the proletarianization of the middle layers of the population, the small producers, on the other, have already advanced so far, he held, that the needs of production today cannot be squeezed into any natural, or so to say, physical, limits, neither on the side of capital nor on the side of the workers: the expansion of production in and of itself could be unlimited, but it would always find enough capital and “Arme” (in the dual sense).29 In reality then what does the mass of employed workers depend on and what does the amount [size] of their wages depend on? Solely and exclusively on the interests of the capitalist at any given moment, on his need for the utilization of capital.30 However, this depends, on the one hand, on the market, but today the market has become a world market, where hurricanes rage on a world scale, and so the market is at any given moment a totally variable quantity, because of changes in production technology, which at every moment change the need for the utilization of capital. Thus today the so-called demand for labor depends neither on the quantity of someone’s capital nor on the number of [available] workers, but on the market and production conditions taken as a whole, which constantly fluctuate and the sum total of which actually constitutes the entire modern mode of production. The law of wages today—Marx cries out!—is worse than an “iron law”; it is “elastic”! Today it can be given neither the name of “wages fund” nor that of any special law, [it can be given] no name other than that of the modern economy as a whole, [no name] other than that of capitalism itself!

We mentioned at the beginning that a new theory, that of Prof. J[ulius] Wolf, rejects both theories—the wages fund theory as well as Marx’s theory of the industrial reserve army. Prof. Wolf says that the theory of Ricardo-Lassalle is false because, first of all, an increased wage does not necessarily cause a greater number of children to be born; and secondly, the demand for workers may also increase with their [increased] number. Both of these arguments concur essentially with the criticism that Marx directed at the wages fund theory, and thus to a certain extent it may allow a common theory [to be stated].31 Matters stand otherwise with regard to the positive assertions of Marx’s theory of wages. The extensive expansion of production—says Prof. Wolf—rushes forward more quickly than the intensive development of production as a result of the advance of technology, and therefore the reserve army does not grow but gradually diminishes. On these questions it is difficult, we must concede, to offer direct proofs. If the school of Marx were to cite a series of statistical data in support of its assertion, Prof. Wolf would present a series of statistical results in opposition to those. Given the present-day condition of statistics, it can provide proof, as is well known, in the same degree either for or against any assertion. Nevertheless we think that proofs may be sought precisely in an indirect way, in such social phenomena as can be explained for us only by accepting the notion of an advancing proletarianization. Thus, for example, the [constant] overseas emigration, as well as the dubious attempts of all governments to “save the middle class” (see the recent proposal for a government organization to promote German handicrafts!); and also the ease with which even the largest industrial actions of the working class can be broken by “reservists” from the industrial reserve army (see the recent strike in Hamburg); and likewise the unceasing “de-specialization” (to make up a word ad hoc) of the workers and with that the fact that skilled workers are increasingly being rendered superfluous; and also, finally, the growing dissatisfaction among the masses of the people and consequently the growth of the workers’ movement. These are all facts with which a theory of wages must deal in one way or another, and all of them seem to lead to the conclusion that there is an increasing proletarianization of the middle classes, and with that comes the growth of the reserve army. Without going into these questions any further we want to restate in its essentials the unique wages theory put forward by Prof. Wolf. In reality—says Prof. Wolf—the level of wages at any given time depends on (1) the supply of workers available for hire; (2) their wages policy—an aspect which, as far as we know, no other German bourgeois economist has brought up with such emphasis, and among English economists was raised only by Thornton in his work On Labor (1869); and (3) on the prosperous condition of business in general; and lastly (4) it depends on the effect of prices on consumption as well as the share that wages have in the costs of production.32


Back to Adam Smith!1

Previously in this venue Ed[uard] Bernstein reviewed an earlier work by Dr. [Richard] Schüller on “Classical Political Economy and its Antagonists”;2 now a continuation of these studies has appeared under the title “The Political Economy [Wirtschaftspolitik] of the Historical School.”3

The theme in itself is, without a doubt and for several reasons, among the most interesting. Above all, this is because the historical school4 essentially represents the only real national product of the German bourgeoisie in the area of economic theory. In Germany, as elsewhere, the classical liberal period was simply an offshoot of English classicism; but the romantic course of [Karl Ludwig von] Haller and [Adam Heinrich] Müller, however influential it may have been in practice, hardly deserves to be called a school of political economy.5 [Haller and Müller] made no attempt to advance a positive economic theory and seemingly [their] only literate adherent was, as far as we know, the famous [Karl Ernst] Jarcke who, according to [Ludwig] Börne, was called to the Austrian council from its Prussian counterpart in order to advocate Metternichian policies.6 Likewise, [Friedrich] List’s “national system” of political economy must be seen rather as a dilettantish attempt than a theoretical doctrine.7 Only the historical school offered an entire system of economic doctrine and acquired a numerous following of disciplinary experts and practical men.

It should be added, moreover, that in its internal history the historical school presents an accurate mirror image of the history of the German bourgeoisie. A study of the doctrines, methods, and developmental phases of this school would at the same time deliver a sketch of the development of the German bourgeoisie itself—if, that is, it were treated in relation to the facts of economic and social life.

That Dr. Schüller conceived his task in the manner that we have described cannot at all be confirmed. What he offers is rather a very sketchy series of portraits of significant classical-liberal, reactionary-romantic and historical theoreticians, to which is attached a bundle of general observations, equally simply thrown together, about the different methods of those theoretical tendencies.

Dr. Schüller fully correctly points to the deductive method of research as the most salient characteristic of classical-liberal political economy, and also as the basis of the progressive effects of its practice. Equally correct is his assertion that the abandonment of the deductive research method would have as its consequence the lack of any firm principles; and this would result in theoretical infertility and political-economic backwardness. Schüller’s whole thing is a warm plea for the method of classical economics and an appeal to today’s economists to return to this method. But why the historical school abandoned the research methods of the classicists and how, considering their shallowness and backwardness, to explain their broad and long-lasting influence in German national-economy—to these questions we find no answer from Dr. Schüller. And yet, only through a palpable explication of these questions can something palpable become of Schüller’s appeal to contemporary economists in which his entire analysis culminates.

The undivided dominance of the classical economic doctrine at the beginning of our century, even in Germany, is generally known. It is not at all much of an exaggeration, that, as [Alexander von der] Marwitz wrote to Rahel [Varnhagen] in the year 1810, next to Napoleon, Ad[am] Smith is the most powerful monarch in Europe.8 In Prussia all the statesmen of the Stein–Hardenberg period9 were students of Ad[am] Smith. Most of official government proclamations bear the clear stamp of the classical doctrine. Indeed, even the high ranks of the military—[August Neidhardt von] Gneisenau, [Gerhard von] Scharnhorst, [Job von] Witzleben10—were warm followers of classical liberalism. Smith’s theories were the Bible of the entire reform period in Germany that for a short time following the disaster at Jena challenged the hardcore reaction.11

But precisely therein lay the reason why these theories had to lead to opposition. The progressive Stein–Hardenberg reforms arose not from a strong bourgeois movement, not from the society itself. They were rather elicited from the ruling circles by the French attacks and simply imposed by those social circles. Then they soon called forth opposition from two camps: on the one hand, from the side of the feudal Junker class for whom it was a matter of preserving serfdom and, on the other hand, from those elements of the middle class that felt themselves and their interests threatened by the modern reforms, mainly from the artisan class that was still strong at that time but that was severely damaged by the abolition of the guild order and also by the English imports favored by liberal trade policy.

In the first case the opposition expressed itself in Haller’s and Müller’s reactionary-romantic direction; in the latter, in the older historical school of [Friedrich Julius Heinrich] Soden, [Heinrich] Luden, [Friedrich von] Cölln among others.12 If in both cases one takes into account the nature of the social foundation from which the two economic directions rebelling against the classical school emerged, then their different theoretical character is easily explained.

The rebellious Junkers, whose protest against the inauguration of bourgeois development found its expression in Haller’s romantic school, posited against the reforms that they criticized a very particular, consistent “ideal” medieval feudalism. Just as clear, consistent, and powerful as the Metternichian reaction, as the era of the Holy Alliance,13 was the theoretical expression of this politics: the economic theory of the romantic school. It proceeded from certain firm “principles,” namely from the principles of the feudal natural economy, that were consistently applied to all questions of political economy.

It was otherwise in the second oppositional camp. If the existence of the middle-class guild-stratum, the master artisans and tradesmen, was threatened by the innovations, it could, on the other hand, not possibly yearn for the times of the undivided rule of feudalism whose iron force left it with bloody wounds. These elements were capable of formulating a specific, positive political-economic programme in the same small degree that they themselves formed a closed social whole. Fluctuating between modern bourgeois development and feudal tradition, fearing the detriments of the one as much as those of the other, they only managed to combat now liberal political economics from a feudal standpoint, then the romantic theories from a liberal standpoint, always rejecting the consequences of the starting point and getting stuck somewhere in the middle.

The character of the later historical school founded by [Bruno] Hildebrand and [Wilhelm] Roscher is fundamentally different.14 If in the earlier case we see the petite bourgeoisie of the guilds protesting against the emerging bourgeois order in the name of the medieval mode of production, now it is the modern bourgeoisie itself that raises an objection to the consequences of its own class rule.

With inexorable logic, classical political economy led in the end to an about-face toward self-criticism, toward a critique of the bourgeois order. In England, Ricardo represents the immediate starting point of an entire school of English socialists ([William] Thompson, [John] Gray, [John Francis] Bray, among others); in France [Jean Charles Léonard de] Sismondi follows in the footsteps of [Jean-Baptiste] Say, the first diluter of classical economy; in Germany we find socialist tones already in [Karl Heinrich] Rau, who was followed by [Johann Heinrich von] Thünen und [Johann Karl] Rodbertus;15 with Marx the about-face of classical economy into its opposite, the socialist analysis of capitalism, is completed.

One could repudiate the socialist critique, and its consequences, only if one had transcended the starting point, classical economics. The results of the investigation of the bourgeois commodity economy, as the classical doctrine proffered them in a tightly bound system, did not let themselves simply be either corrected or negated. There remained no possibility other than to combat the investigation itself, its method. If the goal of classical economics was knowledge of the foundations and fundamental principles of the bourgeois economy, the historical [school] conversely set as its task the mystification of the internal relations of this economy. For the old historical school, the aversion to the “levelling” or “categorical” [character] of classical liberalism16 was merely a protest on behalf of medieval diversification and specialization of the relations that corresponded to the social character of the pre-capitalist mode of production. Here, for Roscher-[Karl] Knies-Hildebrand, the “historical” critique of the classical “absolute theories” is a protest of bourgeois society against the recognition of its own inner laws.17 Because the purpose, the “historical” calling, the raison d’être, of the newer historical school was the veiling of these laws, it thus elevates the misrecognition [Verkennung] of the laws of social economy to a scientific dogma, to an economic method.

Suum cuique:18 The upsurge of the English bourgeoisie was reflected in the erection of the grandiose doctrinal edifice of the classical school, in the creation of political economy; the emergence of the German bourgeoisie found its intellectual expression in the self-decomposition and abdication of economics as a science.

Sufficient reason for the historical school’s lack of principles, which Dr. Schüller justly chastised although without plausible explanation, is found in the actual historical relations in Germany, in the history of the bourgeoisie, in the increasingly glaring class antagonisms. And likewise, the fact that Roscher’s school, despite its pitiful scientific condition and practical sterility, could succeed in attaining such widespread influence is much better explained by the same actual relations than by the circumstance that “the principle directions of the economic and social questions of the present are still in caught up in developmental flux.”

Exactly the opposite! Not because the socialist doctrine of political economy (for this is clearly the principle tendency corresponding to the social questions of the present) had not yet emerged, but because it had already attained a high level of development, i.e. it was against this doctrine that the historical school arose in reaction.

Because he does not treat the question in relation to its social foundation, Dr. Schüller commits the double error: for one, of considering the old historical direction in the first decades of the century as one and the same school as that of Roscher whose doctrine was fundamentally different; and furthermore of situating the latter as a result of the absence of a socialist tendency [Richtung] rather than conversely as a reaction against the socialist critique.

Dr. Schüller’s study wants to be more than a scientific monograph. As we have already mentioned, it fades off into the appeal that the current generation of German economists might return to the methods of classical economy if it wants instead to approach the problems of contemporary social life with the same understanding that the classicists brought to the problems of their time.

This well-meaning appeal, “Back to the Classical Method!”—which clearly represents the guiding thoughts of both of Schüller’s economic works—is doubtless very congenial as a desire to bring a fresh draft of air into the stuffy atmosphere of contemporary German political economy. Only, with this advice Dr. Schüller displays once again that, because of his treatment of economic problems apart from their relation to their respective social foundation, the understanding of both the essence of the classical school that he so admired and of contemporary tasks eludes him.

Dr. Schüller traces the greatness of classical economics back to its deductive method, to its treatment of economic problems according to principles. But the deductive method, taken abstractly, is a purely formal scholastic method that says absolutely nothing about the essence of the research method practiced by the Smith’s school. If it were just a matter of a “dragging in of universal, preconceived principles into research,” then there are still many others who could be seen alongside the classical economists. If, as formulated by Dr. Schüller, the deductive principles of Smith and Ricardo are called economic freedom, labor mobility, and free trade, then the same could be said of Adam Müller’s and Haller’s patrimonial jurisdiction, serfdom, patriarchal state, etc. As deductions, they are methodologically of equal value. But no one at this time preached such weighty denunciations of the historical school’s lack of principles, no one preached with such pathos the necessity of “eternal laws” as the starting point of economic analysis, as did precisely the romantic school.

If therefore the deductive method of classical economics led to the deep understanding of the bourgeois economy, while Haller’s and Müller’s romantic deductions led only to great esteem for their bearers from the crown prince Friedrich-Wilhelm IV and from Metternich, then that obviously lies in the fact that the classical-liberal deductions corresponded to social development of their time, because they corresponded to the essence of the bourgeois economy.

However, because the general foundations of the bourgeois economy became the absolute “principles” of Ad[am] Smith’s and [David] Ricardo’s research, for the classicists the modern commodity economy came to represent the absolute, the normal human [economy]. And this was the actual basic principle from which they proceeded; this was the real secret of their miracle-working deductive method.

It was precisely this unlimited and fully untroubled belief in what is human normality, in, so to speak, the natural right of the capitalist commodity economy, that allowed the classical political economists that lack of self-examination [Unbefangenheit] in research, that lack of consideration of the consequences, that audacious flight to the heights from which they captured with a genial glance the internal relations of the bourgeois mode of production.

The doubts that later arose about the bourgeois order produced on the one hand the vulgar-economic apologists who turned their gaze away from research into the general laws to the rationalization of individual occurrences and, on the other hand, the resignation of the historical school that rejected in advance any research into the foundations of the economy and declared the task of economic science to be the simple description of that which has been and that which is. The bourgeois mode of production forms the foundation and the starting point of all of these economic schools. The belief in the absoluteness and normality of the bourgeois order, however, is peculiar to the classical school, which is precisely what made it classical.

This circumstance explains not only the general scientific successes of Smith’s school, but also the specific characteristics of its research methods. Cosmopolitanism, the levelling treatment of people, the individualism, the notion of economic self-interest as the sole foundation of all actions, etc., everything that its historical critics attribute to it and chastise as sinful, derives from the same notion of the universal human normality of the capitalist commodity economy, of the commodity producer as the normal human being par excellence.

Only, it was this same notion that set certain objective limits to the research of Smith’s school—its subjectively unabashed nature, wholly lacking in self-examination. The innermost essence of the bourgeois mode of production, its real secret, can only be deciphered when it is studied in motion, in its historical relativity. And it is precisely this that is excluded a priori by the conception of the commodity economy as the normal, absolute form of social production.

Let us take an example. Untroubled by any social consequences, classical economics saw human labor as the single value-producing factor and pursued this theory through to that crystallized clarity that we find in Ricardo’s formulation.

But the fundamental difference between Ricardo’s and Marx’s labor theory of value—a difference not only misunderstood by bourgeois economics, but also mostly misjudged in the popularization of Marx’s doctrine—is that Ricardo, corresponding to his universal, natural-rights conception of the bourgeois economy, also held the creation of value to be a natural attribute of human labor, of the individual, concrete labor of individual people.I

Marx, on the other hand, recognized value as an abstraction, an abstraction made by the society under particular conditions, and arrived thereby at a differentiation of the two sides of commodity-producing labor: concrete, individual labor and undifferentiated social labor—a differentiation from which the solution to the money riddle springs to the eye as though illuminated by the glow of a bulls-eye lantern.19

In order, however, to keep separate the dual character of labor—the laboring people and the value-creating commodity producers— that sat together statically in the lap of the bourgeois economy, Marx already had to differentiate dynamically, in the sequence of historical time, the commodity producer from the working individual in general, that is, to recognize commodity production as simply a historically particular form of social production. In a word: in order to decipher the hieroglyphics of the capitalist economy, Marx had to approach his research with a deduction diametrically opposed to that of the classicists: instead of approaching the matter with the belief in the bourgeois mode of production as the human norm, he approached it with the insight into its historical transitoriness; he had to invert the metaphysical deduction of the classicists into its opposite—into the dialectical.20

The progress of political economy beyond Smith–Ricardo, its further development, was thus brought about precisely by overcoming the deductive method of this school, the return to which Schüller preaches still today. This not only because this method, as noted, sets solid limits on knowledge, but also because these limits had already been reached by the classicists. In Ricardo’s doctrine the classical economic method had already achieved the most of which it was capable, and it was thrown into the dustbin, not merely as an dangerous instrument that turned against the society being studied, but also as one that was scientifically spent. A return to the method of the classical school would not lead to a new upswing in economics, as Dr. Schüller opines, but would affect a giant retreat. That such a return is scientifically impossible is proven precisely by Marx’s work that represents a direct continuation of the classical doctrine.

But this return is also socially impossible. And this is proven on the other hand by the degeneration of the science of classical economics into both vulgar economics and the historical school. Since the rise of these tendencies, the social relations that have undermined that sanguine classical belief in the absolute character of the capitalist commodity economy have only developed further and in the same direction. Not only are class antagonisms visibly becoming incomparably more glaring, but the self-negation of the capitalist mode of production has also become an obvious fact. It is impossible again to make free trade into the starting point of bourgeois economic policy that it once was while a general return to protective tariffs was taking place; it is just as impossible to begin with the dogma of free competition while production is being increasingly monopolized by cartels. Today, the “principles” of Adam Smith and Ricardo belong, both scientifically and also socially, to the past.

Schüller’s exhortation (not sounded for the first time) to return to the method of classical economics is interesting moreover as a fragment of that general “return” that seems to be the watchword of bourgeois social science. Back to Kant in philosophy,21 back to Adam Smith in economics! A convulsive reaching backward toward already superseded positions that is a reliable sign of the hopelessness into which the bourgeoisie has strayed, intellectually as well as socially. But there is no return—just as little in science as in the actual development of society.

But there is only a “forward” along the path of the dialectical method that Marx has already taken. All those young political economists, who are, like Dr. Schüller, genuine enough not to find satisfaction in the muddle, in the lack of system or intellect and of the head in contemporary bourgeois economics, and [who are] brave enough to sacrifice class prejudice to scientific knowledge, must become clear about this. Bourgeois theoreticians have for decades been forced to feed upon Marx’s doctrine from which every halfway clever thought that appears among them is directly or indirectly derived.II

Just as bourgeois society has before it only the alternative of developing into a socialist society or perishing, so too has political economy only the choice of proceeding along the track opened by Marx or declaring its bankruptcy as a science.


Practical Economics: Volume 3 of Marx’s Capital

The content of Volume 3 of Capital breaks down into two parts:


(1) The development of the rate of profit; and

(2) How it is divided up into different parts: entrepreneur’s profit; commercial profit; interest on loan capital; and ground rent. Most important and decisive is the development of the rate of profit. Once again, this is specifically Marx’s scientific explanation of the profit rate, and to this day it remains the only one.



Volume 3 is the most important and interesting [part of Capital] after Volume 1.

It is written clearly in its theoretical aspect, and if we study it on our own, it will not cause us any special difficulties. To be sure it requires effort in order to follow the how the profit rate develops. But it is not as difficult as the theory of value in Volume 1.

The third volume is especially important because after its publication, great confusion arose. [In some circles] people had the impression that the content of the third volume disproved teachings presented in the first volume.1 As a result there was uncertainty in the circles indicated, which found expression in the allegation that Marx’s theory did not have a solid footing despite the fact that in particular areas it was capable of achieving a great deal.

And so, first of all, development of the rate of profit.

Everyone probably had the impression that the theory of value [in general], not just Marx’s, is the cornerstone of economic life.

Marx’s [theory of value] is, however, distinct from all others. It makes a distinction between two things:


(1) the hidden laws that operate invisibly behind the scenes in the bourgeois economy; and

(2) the outward forms in which those laws reach the consciousness of human beings.



The main thing is the great conversion of the objective laws of the capitalist economy into pictoral representations [Vorstellungen] [showing] how those laws prevail on the surface of that economy: i.e., the way in which the rate of profit is formed.

The value of a commodity is represented by the amount of socially necessary labor embodied in it. How is that represented in capitalist terms?

In a capitalist enterprise how does the value of a commodity arise?

The value of a commodity contains: constant capital[;] The value of labor power: variable capital[;] surplus value.

Those are the distinctions we Marxists make.

Is this representation of value meaningful for the entrepreneur? No. What sticks in his mind as value is what he can stick in his pocket, what he has gained [in profit].

For the capitalist a different way of dividing up the value of the commodity is important, one different from the method of scientific inquiry.

From the capitalist’s point of view we can break down the value of each commodity into the cost price of the commodity, that is, into constant and variable capital, [on the one hand,] and into surplus value [on the other]. That expresses the capitalist point of view. For the capitalist, everything that he has laid out are on one sheet of paper, and on the other, everything he has taken in as an increase [of his capital].

Surplus value in this way has been separated from capital outlays, because the capitalist has put all his outlays together [in one place], and as a result surplus value is viewed in connection with cost price as a whole.

Surplus value, when viewed in connection with total cost price, appears to him to be profit.

What follows from this? That the capitalist has placed surplus value, which he has also placed in his pocket, in a proportional relationship with all the outlays he has made in the production of a commodity. From this it follows [in his view] that surplus value is a result of the application of [his] capital, i.e., that it comes equally from all parts of his capital. Its [real] origin is [thus] veiled. Profit as a FRUIT PRODUCED BY CAPITAL is the result of this conception.

What strengthens the capitalist in this conception? First, he has the experience that he can never produce without means of production. Then there is an additional appearance, that his outlays for wages are placed in the same category with [outlays for] the various other means of production.

Among the means of production are those from which only a small portion goes into the commodity and those that enter into the commodity entirely: that is, raw materials.

For the capitalist, all the costs of the means of production have now been accounted for.

The capitalist probably makes a distinction between the expenditures whose value goes completely into the product and the expenditures he has made that last for a longer period of time. He distinguishes between fixed and circulating capital, that is, between that which is stationary and that which moves around.

Raw materials belong to circulating capital, as do wages.

From the standpoint of this distinction, the [real] origin of surplus value is obscured all the more. The capitalist is reinforced in the conception that the surplus value he obtains has no connection with any one part of his capital. He thinks it comes from the capital as a whole.

What happens when machines are introduced?

Their application means that living labor is displaced. The capitalist shifts part of his variable capital over to constant capital. His surplus value does not become smaller. To the contrary, at first it is even larger. At first he obtains an extra amount of surplus value.

This strengthens him in his conception that profit comes from all the various parts of capital.

Profit [in the view of the capitalist] is that part of the commodity that is obtained over and above the cost price. Only after the sale of the commodity does the capitalist see whether he has obtained a profit. On the market what happens for him is that, depending on supply and demand, he obtains a larger or smaller profit. From this he derives the conception that the profit is the result of the circulation of the commodity, because depending on the conditions of the market he obtains a larger or smaller profit.

The average capitalist receives more profit, the more he succeeds in reducing the cost price. The capitalist makes savings if he succeeds in driving down the wages of the workers, but also if he buys raw materials more cheaply. Thus the more he can drive down the cost price, the more profit he has. This strengthens him in his false conception.

It seems as though the profit of the capitalist is the result of the activity of the capitalist.

Capital appears here as a self-fructifying relationship.

But this is more like the illusion of the capitalist’s thinking.

If I, for example, with a capital of 100 marks, 80 of which go into constant capital and 20 of which go into variable capital, at the same time obtain 20 marks [profit], then it makes no difference, to begin with, whether or not I imagine that I obtained them by means of the entire capital or just the variable capital.

But there is indeed a difference if I express the profit as a percentage.

The rate of surplus value is never the same as the rate of profit. The latter will always be smaller than the rate of surplus value.

This is also not true in reality, as we shall see.

Examples:

Let us imagine: 5 capitals. Each would amount to 100 marks. These 5 capitals break down in different ways into constant capital [c] and variable capital [v].

1: 80 c + 20 v. Surplus value 100% The surplus value amounts to 20 marks. The value of the products comes to 120 marks, and the rate of profit 20%.

Tables:

In the tables below, it is assumed that the entire constant capital passes over into the new products. This is seldom or never the case [in reality].




	1st capital:
	80c + 20v, with the rate of surplus value at 100%. Thus surplus value is 20 marks and the value of the products, 120 marks, but the rate of profit is only 20%.



	2d capital:
	70c + 30v, the rate of surplus value 100%. Surplus value is 30 marks, the value of the products is 130 marks, and the rate of profit, 30%.



	3d capital:
	60c + 40v, with the rate of surplus value 100 %. Thus surplus value is 40 marks, the value of the products is 140 marks, and the rate of profit, 40%.



	4th capital:
	85c + 15v, with the rate of [s] 100%. Thus surplus value is 15 marks, the value of the products is 115 marks, and the profit rate 15%.



	5th capital:
	95c + 5v, with the rate of surplus value 100%. Thus surplus value is 5 marks, the value of the products is 105 marks, and the profit rate 5%.






The larger the constant capital and the smaller the variable capital, the smaller the rate of surplus value and the rate of profit will be.

First, the size of the constant capital in the various steps [represented by the 5 different capitals in the above tables] depends on advances in technology in one and the same branch of production. Only after that do other, different branches of production come into consideration.

There are in reality no two enterprises in which the distribution of constant and variable capital is the same.

From this it follows, however, that the various capitalists, depending on which branch of production they invest their capital in and depending on what the level of technology is in that branch of production (with all other things being equal—that is, the degree of intensity of exploitation, the rate of surplus value, etc.) the result comes out differently, depending on the distribution of capital. The different capitalists receive quite different rates of profit.

Even with completely equal rates of surplus value, quite different rates of profit will result.

For the capitalist the rate of surplus value does not exist at all—only the rate of profit.

And so he encounters the following result: the more varied his capital investments are, he finds himself in the peculiar situation of obtaining quite different rates of profit.

But he derives his profit unalterably from the investment of capital.

These dissimilar, or uneven, profit rates would be an abnormality, however, from the standpoint of the capitalist mode of production [as a whole]. To understand how this situation is amended, let us imagine the following:

The 5 different capitals [in the table] belong to one and the same capitalist. What would happen to him when he saw the result [in the form of these] disparate profit rates?

If, for example, a capitalist owns a rolling mill2 and a coal-mining operation, he would by no means get rid of the rolling mill just because he doesn’t make as much profit from it as he does from the coal-mining operation. Because he needs the rolling mill for his coal mining.

And so the capitalist will view his 5 capitals as a single unit of capital and will calculate an average profit from it. He will then observe whether this average profit is as high as that of his colleagues and competitors.

Thus the individual, private capitalist will calculate an average rate of profit. He will regard his separate units of capital as a single whole, see them all together as a single whole, a collective quantity of capital.

How does capitalist society as a whole act [in this regard]?

It acts exactly the same way, except that it does not calculate everything as a collective owner, but it does view itself as equally justified, like every individual capitalist does.

The capitalist will seek to withdraw his capital from the investment that does not bring in as much profit. Other capitalists will do that too. They put their capital into businesses that earn a higher profit. This results in an inflow of capital to those businesses and an outflow from the old businesses from which the capitalists are turning away, and as a result there is a rise in the rate of profit.

A capital inflow results in an increase in production, and therefore a larger market is needed. However, the market is not guided by the amount of capital investment, and hence the capital inflow leads to a lowering of prices.

What will happen in the areas from which there is a capital outflow? A shrinking of production will result. Production will drop, and then there will be an onset of increased demand [because these goods are now in short supply]. Prices will climb, and [with that] the rate of profit will rise.

How far will the rise and fall of the profit rate go on in the two businesses? Until it reaches a middle level.

What helps decide this middle level?

Social demand, and social need. In either case it must be satisfied.

Must we assume that things will constantly go as follows: after prices are driven down in the most profitable branches so that they [no longer] earn abnormally high profits, will the capital flow go back into the old businesses?

In certain branches of production prices must constantly be higher than their value, because otherwise the law of the equal rate of profit would be cancelled out.

The law of the rate of profit or the law of value? That is the chief difficulty to which the various critics of Marx take exception. Certainly Smith and Ricardo were unable to solve this problem.

Is it possible for commodities to be sold at their real value and for everyone to indeed obtain an equal rate of profit? (After all, every commodity requires a different labor input and therefore has a different value.)

To be sure, in every single, separate branch of production upward or downward deviations occur.

But if we take all branches of production together, it turns out that prices all come out in the same way, so that the law of value really does hold true so that prices coincide with value.

The law of value holds true for the system of capitalist production as a whole.

Is this a violation of the law of value? Not at all. Those who take that position obviously proceed from the following [mistaken] conception of the law of value:

[They think it means that] each individual commodity ought to be sold at its value. But can the law of value hold true for anything other than the total amount of social labor?

How could one think, after absorbing the first volume of Capital, that the law of value means that each individual commodity is exchanged in accordance with the amount of labor that was necessary for its production?

The concept of socially necessary labor is the result of the most varied branches of production and individual enterprises conceived of as acting in combination.

It is as if society is an entirety that hangs together despite the anarchy [of production]. The law of value is precisely what holds it together.

The total amount of social labor is decisive in determining the prices of the total number of commodities.

The law of the equal rate of profit is nothing other than the law of value transformed capitalistically.

Postscript on the development of the rate of profit.

The rate of surplus value is the relation of surplus value to variable capital.

The rate of profit is the relation of surplus value to total capital.

Surplus value is the relation of unpaid labor to paid labor.

In the concept of profit the concept of unpaid labor disappears.

The rate of profit blurs over and obscures the source of surplus value.

The concept of the rate of surplus value is the formulation of the relation between capital and labor. The rate of profit is the relation of capital to itself. According to that conception, capital fructifies itself and produces a surplus of its own accord.

Is the transformation of the rate of surplus value into the rate of profit something more than a mere illusion of the capitalists? Yes, it is:

From the concept of the rate of profit it follows as a law for the capitalist mode of production that all capitals of the same size must bring in the same profit.

What practical actions are linked to the various concepts? The capitalists derive profit from the application of capital as a whole. From this it follows that: If it is capital that produces profit, then each individual quantity of capital of the same size must produce the same profit. For [the concept of] surplus value this is incorrect, because it [profit] comes from variable capital. Depending on the size of the latter, the size of the surplus value will vary. The distribution of capital into constant and variable differs depending on the branch of production and the individual business operation. One branch of production will use more dead means of production and less living labor, while for another the opposite is true. That depends on the technological composition of the business in question. The distribution of capital into constant and variable is not exactly the same in one business as in another.

In practice the equal rate of profit for all [individual capitals] holds true. A capital of 100 marks, for example, will bring in as much profit as another capital of 100 marks that is invested in another branch of production and whose division into constant and variable capital differs from the first.

This carrying through [of the equal rate of profit for all units of capital] happens in the following way (see above): one quantity of capital produces more profit in a business than the same amount of capital in another business, and so the second quantity of capital will flow away from the second business and turn its flow toward the first business. And it is not only this one quantity of capital that will do this, but all other capitals of the same size that are earning less profit than the first. As a result, in the business to which the flow of capital is turning, production will rise, and as a result supply will again become greater than demand, and because of that, once again, many goods will not be sold or will be sold at a lower price. In both cases the rate of profit falls. Meanwhile in the second business, which has experienced an outflow of capital, demand becomes greater than supply, and as a result prices rise and the rate of profit becomes higher.

As a result of this constant movement of capital an equal rate of profit is obtained.

This brings about the fact that in some particular branches of production goods are sold regularly at prices below their value and in others they are sold regularly above their value.

The average rate of profit for all capitals thus signifies that the following phenomenon will occur:

Some capitalists, in the rate of profit they obtain, receive less surplus value than they have actually extorted.

Other capitalists receive more surplus value than they have actually extorted.

With each individual capitalist and in each individual branch of production there is thus a distortion of the real state of affairs, which not only results in a different designation but also in a different quantity.

If one views the capitalist class as a whole and the working class as a whole, the law of value applies exactly.

Practice contradicts the theory of value, as long as we have our eyes fixed on the individual enterprise and the individual branches of production. But that is not so when we look at all enterprises as a whole and the working class as a whole.

In practice vulgar economics seems to be right when it says that it depends on the market prices how much surplus value one will receive, not the number of workers [employed].

In the law of the generally equal rate of profit, we find the formulation, or expression, of the class solidarity of the employers as opposed to the workers.

Joint stock companies have created the possibility for capital to flow back and forth with insane speed. On the stock exchange everything can change in a few hours. The quicker that happens, the more rapidly the rate of profit evens out.

The development of the credit system also contributes to the rapid evening out of the rate of profit.




	Capitals
	Rate ofsurplus-value
	Surplus-value
	Rate of profit
	Used up c
	Value of commodities
	Cost price



	I. 80c + 20v
	100%
	20
	20%
	50
	90
	70



	II. 70C + 30v
	100%
	30
	30%
	51
	111
	81



	III. 60c + 40v
	100%
	40
	40%
	31
	131
	91



	IV. 85c + 15v
	100%
	15
	15%
	40
	70
	33



	V. 95c + 5v
	100%
	5
	5%
	10
	20
	15



	390c + 110v
	—
	110
	110%
	—
	—
	  — Total



	78c + 22v
	—
	22
	22%
	—
	—
	  — Average









	Capitals
	Surplus-value
	Value of commodities
	Cost-price of commodities
	Price of commodities
	Rate of profit
	Divergence of price from value



	I. 80c + 20v
	20
	90
	70
	92
	22%
	+2



	II. 70c + 30v
	30
	111
	81
	103
	22%
	–8



	III. 60c + 40v
	40
	131
	91
	113
	22%
	–18



	IV. 85c + 15v
	15
	70
	55
	77
	22%
	+7



	V. 95c + 5v
	5
	20
	15
	37
	22%
	+17






From Volume 3 of Capital by Marx, this page, to the end of this page, this page, this page.3

Does what we have said about socially necessary labor still remain valid or not?

The raw materials that pass over completely into a commodity cost as much as the socially necessary labor put into them. This is expressed in the form of money.

Thus, if the capitalist calculates that he paid so-and-so much for raw materials, for tools, and so on, he is only totalling up the social labor that was necessary to produce those things.

The new value that has been put into the product is always larger than wages. That will also be true in a socialist society. Every human being can create more [MS. Missing words]

Then comes the new value—the human labor that has entered into the product. The new value that has been put into the product is always higher than wages. That will also remain true in socialist society. Most human beings are capable of creating more than is necessary to maintain them.

So the capitalist calculates in addition to his expenditures for raw materials, and so on. [He says to himself:] “I have spent so-and-so much on wages.” In so doing, he is adding a calculation for a part of the surplus value that has been created.

If he now finishes his calculations and gives an expression to the commodity in the form of its price, would he have summed up the real value of the commodity?

No, because an additional portion of human labor has been put into the commodity that was not paid for.

In order to express the real value of the commodity, the capitalist must add to his calculation all the unpaid labor as well, even though he did not spend anything for it.

How does he express this part? What point of departure does he have for doing that?

For this [part] there does not exist any subjective experience [on the part of the capitalist]. It is only from common sense that he has any concept of this. He knows: in his branch of production, one gets a return of 10 percent or 20 percent on what one lays out. He says to himself, “If I did not fight for that percentage, I would be a fool.”

But we know that he is merely adding to his calculations the part of the labor that was not paid for. The value of the commodity now represents socially necessary labor.

What does this average profit have to do with the size of the unpaid labor which has been put into the commodity and which still needs to be taken into account? Does it correspond to the part of the unpaid labor that is still stuck inside the commodity?

Does profit match up with the sum total of unpaid labor?

Not in all cases. Only in those where by chance the rate of profit an individual receives happens to agree with the average rate of profit.

For every individual business the profit will not correspond, but for all commodities taken together it will. If we calculate all commodities together, what is calculated as profit will coincide with the part of socially necessary labor that is unpaid.

This fact is confirmed even if we take into account the fluctuations in prices in a given branch of production.

One question that especially interests us is this: How do wages affect the way prices of commodities may move?

What impact does the movement of wages have on the value and price of commodities?

If food becomes cheaper, wages drop: the employers is then in a position to put more surplus value into his pocket.

That is, the movement of wages affects only the rate of surplus value. That rate changes, or moves, in an opposite way in relation to wages. It rises when wages fall and falls when wages rise.

According to the theory of value, the level of wages does not affect the value of commodities at all.

The capitalist knows what his capital outlays are, and he knows the profit that he is entitled to fight for. Of surplus value he knows absolutely nothing.

Let us assume that we have a branch of production in front of us in which the combination of constant and variable capital coincides with the average [rate of profit].

The average rate of profit would be as follows:




	C
	V
	Rate of Surplus Value
	Profit Rate
	Price of Commodity



	80
	20
	100
	20
	120






Wages rise 25 percent, and the rate of surplus value drops to 75 percent. The rate of profit will now come to 15 percent instead of 20 percent. The composition of the price [of production is now]: 80c, 25v, and 15 for the rate of profit. Thus it amounts to 120, as before.




	C
	V
	Rate of Surplus Value
	Profit Rate
	Price of Commodity



	92
	8
	100
	20
	120






[Let there be] an increase in wages of 25 percent. The variable capital would now amount to 10 instead of 8. The cost price would now be 102. Add to that 14 [image: ],4 and the price of the commodity will amount to 116 [image: ]. Thus prices have been influenced by the level of wages. A lowering of the prices has been the outcome.




	C
	V
	Increase in Wages
	Profit Rate



	50
	50
	25%
	20%






The cost price [now amounts to] 112 and ½, [and the rate of profit is] 16 ⅞ percent. When added up, the price of the commodities would come to 129 ⅜. And so [in this case too] prices have risen.

In those branches of production where outlays for wages are higher than the outlays for constant capital, the prices of commodities rise. But in those branches where the outlays for variable capital are lower than the outlays for constant capital, prices fall.

The lowering of prices [in one part of the economy] is counteracted by the raising of prices [in another].

For the totality of all branches of production the rise in prices in one case and the fall in prices in another compensate for one another, and as a whole the outcome will be what theory has shown us. Marx: Capital, Volume 3, this page, Part I.5

If the capitalists say to us in each particular case: Every rise in wages must invariably have the consequence that prices will rise, that would be wrong in that general form. In one case the price rises, but in another it does not. In the one case prices went higher, but in the other they fell.

For capital as a whole there is only one consequence: if wages rise, profits will be smaller.




	C
	V
	Profit Rate
	Price



	50
	50
	20%
	120






Wages rise by 25 percent.

Now:




	C
	V
	Profit Rate



	50
	62 ½
	14 [image: ]%






Added all together, this comes to 16½ percent, and the price of the commodities will be 128 [image: ]. Thus, the price of the commodities have increased. But not as much as the wages, 25 percent, but only by 6½ percent. Wages have here increased by 25 percent, the prices from 120 to 128 [image: ], that is, by 6½ percent.

This is proof that the capitalists do not have to increase prices to the exact same extent as the rise in wages. Here the rise in wages was 25 percent, but the increase in prices was only 6½ percent. [This shows] that after all wages are only part of capital.6




	C
	V



	92
	8






A wage increase of 25 percent. The cost price, 92 plus 10, would come to 102. On top of that we add a profit rate of 14 [image: ] percent, which gives a price of production amounting to 116 [image: ].

That is, the price of production has fallen 3 percent. Wages went up 25 percent, and prices fell 3 percent.

The rate of profit has taken away approximately as much as corresponds to the average variable capital, but here the variable capital is smaller than the constant capital.

These are the results if there is an overall rise in wages or if a general falling-off of wages occurs. Only a general rise or fall can have a standardizing, or regulating, effect on the average rate of profit.

How do things stand if the workers have imposed a wage increase in a particular branch of production? The employer says he will now have to raise prices by such-and-such an amount. Can he really do that? No, [because] for him the average rate of profit is the determining factor as a rule. In order to charge for the wage increase, he would have to push prices way up. The consequence would be that he would price himself out of the market. And the result of that would be that, in order to stick with the old prices, he would have to pocket a smaller profit.

That is the outcome, just as the theory of value has shown. An increase in wages brings with it a reduction in profit.

For society as a whole, what we have learned from the law of value holds true completely.

Let us assume for a moment a case where along with a rise in wages prices also rise. We are taking only one branch of production.
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Wages rise by 25 percent. In this case the average rate of profit is 14 [image: ] percent.

Now the capital outlays are 102. To that we add the old rate of profit: 20. The result is that the prices of the commodities are 122. Prices have risen exactly as much as wages.

Can this branch of production deal with wages in such a way that it grabs approximately 6 percent more in prices? No, the average rate of profit comes into play. If that did not happen, there would be an immediate inflow of capital into this branch until the rate of profit dropped back down to the average.

[Let us consider another case:]
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An increase in wages of 25 percent. As a result the average rate of profit drops. Capital outlays, taken altogether, are now 112 ½. If the old rate of profit were added to that, it would give 132 ½.

[But] if the old profit rate really was added, again an inflow of capital would take place until the average rate of profit was again established.

The movement of prices does not happen at the will of the capitalists. In setting prices they have to stick with those that correspond by and large to the value of all commodities.

Average:
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	80
	20
	20






Wages have increased by 25 percent. And so capital outlays of 80 plus 25 = 105.

We assume that profit will be calculated at the old rate, and this gives 125 for commodity prices.

[But what] for example, if this should happen in all of Germany? The consequence would be that it would be hit hard on the world market. Because other countries would not accept this price increase, Germany would have to back down. Or else we would experience this phenomenon: To the extent that the German producer found it possible to pursue a dual policy, he would do the following: Inside the country he would charge extra high prices, but on the world market his prices would be as low as possible. That corresponds to the actual policies of the cartels.
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	60
	40



	70
	30



	80
	20



	85
	15



	95
	5






This table above shows an increase in constant capital and a decline in variable capital. This corresponds to the reality. With the increasing productivity [of labor] constant capital rises at the expense of variable capital.

This succession [the series of numbers, in the table above] is the capitalist expression of the growing productivity of labor.

In general the productivity of labor expresses itself in the fact that less human labor is necessary to produce something. This is expressed in capitalist terms in the fact that constant capital rises at the expense of variable capital.

That is how we arrive at the historical succession showing the development of capital.

The average rate of profit is the [same as] total surplus value, [that is,] as a total amount that is thrown together and then divided up among capitals of equal size.

What movement of the rate of profit is to be expected with the progressive development of capitalist production? Does it indeed proceed in the order of succession shown in the table above?

With the development of capitalist production variable capital becomes smaller and smaller. Surplus value is calculated on the basis of an ever-increasing amount of capital. If productivity rises, surplus value also must rise. But then the increasing productivity of labor results in a decline in the cost of maintaining the existence of the workers.

Variable capital increases absolutely. It declines only relatively to constant capital. The total number of workers increases. For that reason alone the total amount of surplus value must grow.

With regard to the rate of surplus value: the productivity of labor rises as the number of employed workers increases, because technology is also advancing. The rate of surplus value, that is, the relation between surplus value and variable capital, is bound to increase. At the same time it turns out that the rate of profit falls.

Here it becomes evident that the rate of profit is nothing other than a misleading and indeed falsifying way of calculating surplus value.

The general law of the fall in the rate of profit was already known to the classical authors of bourgeois political economy. They could not explain it because they had not calculated surplus value correctly.

Calculated as a percentage, the rate of profit declines.

From this the capitalists draw the conclusion that they will constantly obtain less profit.

But this is [also] true: The rate of surplus value constantly rises.

The first explanation of this phenomenon, so filled with contradictions, was given by Marx. [See] Capital, Vol. 3, Part 1, this page [of the first German edition].7

All roads in political economy lead to the law of value.

It is the cornerstone of [Marxist] political economy. If this [the law of value] is left out, nothing remains of Marx’s doctrine.

By this one can measure the worth of [Eduard] Bernstein’s statement in his Prerequisites of Socialism to the effect that Marx’s doctrine would be very good if only the law of value wasn’t so bad.8

[See Volume 3 of Capital by Marx, Part I,] this page.9 From this passage it follows that Marx assumed the number of capitalists would grow in absolute terms even if capital was being concentrated more quickly. [See] this page, this page until the end of the chapter. [See] this page ff.10

The growing productivity of labor, on the other hand, has the consequence of a constant devaluation of capital. That is, machines are made obsolete by new ones and then have to be reappraised as though they were cheaper.

That is an aspect that tends to stop the falling rate of profit, that is, slows it down.

(Final Section)11

Is it not strange that someone invests his capital and gets back only part of the profit, instead of supplying all of the capital himself and obtaining the entire profit?

Answer: First, if someone lends his capital, it is guaranteed that he will receive a specified [rate of] interest. But if he invests it himself, he does not know whether [or not] he will receive surplus value, or how much surplus value he will receive.

Second, smaller capitals are completely insufficient for making [big] profits. The basis for that becomes constantly larger.

Third, small amounts of capital have the possibility, through the system of interest payments, of becoming profitable. By themselves they were to small to make a profit.

According to what laws is the level of interest determined?

Is interest determined according to some laws based in the production process, for example, the rate of wages, or is it there no definite determining factor?

For relations, or conditions, within the realm of production it makes absolutely no difference whether the capital is one’s own or someone else’s. It is thus a private matter between the two people to whom the given amounts of capital belong. But of course it is not an entirely arbitrary matter.

The demand for capital at any given time and the [available] supply of loan capital determine the level of interest.

What course of motion does interest take from the very outset?

The colossal piling up of capital is what constantly expands the supply on the capital market. That is why the rate of interest is bound to fall. Mark my words: [we are talking about] interest on loans to capitalists.

Ground Rent Theory

Until now we have had two major theoreticians who have expanded [the theory of] ground rent: (1) Ricardo, who was the dominant figure up until Marx; (2) Rodbertus.

What Marx gives us goes beyond them both.

Ricardo knew only differential ground rent. Rodbertus knew only absolute ground rent.12

Marx was the first to distinguish two types of ground rent: (1) absolute ground rent; and (2) differential ground rent.

Conditions in England:

How high must the profit be that a quantity of capital seeks to obtain in agriculture? For example, a tenant farmer.

The profit must be at least as high as the average rate of profit. But in addition, it must also include the ground rent due to the capitalist.

The price of the products from the land must be high enough that, over and above profit, the ground rent can also be paid.

In reality there are also a large number of possibilities that allow, sometimes temporarily, sometimes [MS. Incomplete]

Differential Ground Rent. This results from the differences in fertility of the various pieces of land that are put to agricultural use by various private landowners. The level of the prices for food is so great in agriculture that a certain [amount of] rent must be deducted from it.

Differential ground rent provides extra income for the class of landowners who happen to possess the worst land.

This differential ground rent is naturally subject to a certain amount of fluctuation. If an entirely new [quantity of] land suddenly appears on the world market, so that an entire large quantity of products at a quite insignificant price are thrown [onto it.]

The costs of production are governed at any given time by the poorest type of land. Prices on the world market have fallen.

In the 1880s we experienced a drop in food prices, but on the other hand, since then, food prices have constantly risen. And if we look more closely, we have to say: This is based on the general trend of capitalist society. We will have to expect, unfortunately, that things will be no different [in the future], that prices will continue to rise. The capitalists will hold the line on wages and will want to push them down. That is important for the union movement. From this standpoint, our prospects are not at all rosy. But as realistic politicians, we have to take this into account.13

