KARL
MARX
FREDERICK
ENGELS

(Collected
Works

Volume 28
Marx: 1857 -1861




Contents

Preface ......cocoeeuennnnnnn. Eeeeeetteeeneetieereetneettasaneetnataneetaetneannarateaeneaanasenaennns

KARL MARX
ECONOMIC WORKS
1857-1861

ECONOMIC MANUSCRIPTS
OF 1857-58

(FIRST VERSION OF CAPITAL)

Bastiat and CaTeY ........coovrriviiiiiiiiiniiiiiiccere et .

AVANEPYOPOS ...ttt
XTIV, DS SALATTES .....neeereeeiiieeeeeeeeieeeeeeiiesteeeereeeeesesnennnrasesesaneaeassssrnns
INETOAUCHON 1eviiiiiiieei e e et et e e e e s eee e eee e s e e eeeaeeees
I. Production, Consumption, Distribution, Exchange (Circula-

2. The General Relation of Production to Distribution, Ex-
change and Consumption ...............
(a) [Consumption and Production]
(b) [Distribution and Production] .......ccccccceeieeeiiiiiiinniiniinicieneee
(¢) Lastly, Exchange and Circulation .........cccccceveviieinniinnnennnnn.

3. The Method of Political Economy ..........ccccoccevvniiiniiinnninnnnn.

XI

v O

17

17
17

26
27
32
36
37



\2! Contents

4. Production. Means of Production and Relations of Produc-
tion. Relations of Production and Conditions of Communica-
tion. Forms of the State and of Consciousness in Relation to
the Relations of Production and of Commerce. Legal
Relations. Family Relations .........cccoccevvevviioinniniiiiiiiiae 45

Outlines of the Critique of Political Economy (Rough Draft of

1857-58) [First Instalment] ............oooeeviiiiiiiiieeeiiiiiieeiieceeereeeeee e eeeeeanns 49
II. Chapter on MONEY .........ccoviiiiiiiiiiiiiiiccnee e 51
Alfred Darimon, De la Réforme des Banques, Paris, 1856...............
[The Origin and Essence of Money) ......c.ccccccereiininvinnreereeennn. 78
[The Precious Metals as Expression of the Money
Relationship] ......cocccciiiiiiiiiieiieiceeeie et .. 110
(a) Gold and Silver in Comparison with the Other Metals....... 111
(b) Fluctuations in the Value Ratio of the Different Metals..... 115
[Money Circulation] .........ccceceerriiiriiereieeniiriieeieccsinre e 121
(a) [Money as Measure of Value] .......ccccoeeeiiiiinniinniiinnn. 123
(b) [Money as a Means of Circulation] ......cc.cceceeveereverreenceencene 128
(c) Money as Material Representative of Wealth. (Accumula-
tion of money. But first we have still to consider money as
the general material of contracts, €tC.) «.cccoceeveerienrrineccninnn. 138
[III. Chapter on Capital] .......ccccooiiiiiiiiiiicie e 171
[Section One] [The Process of Production of Capital] ............cc..coel 171
Chapter on Money as Capital ........cccoooouiriiiiiiiiiiniiiii e 171
[Transformation of Money into Capital] ...........ccoocveiiiniicnnincnne. 171

1. Circulation and Exchange Value Deriving from Circula-
tion as a Prerequisite of Capital ........coocvveoeniiii 190
2. Exchange Value Emerging from Circulation Becomes Its
Premiss, Maintains Itself in It and Multiplies Itself by

Means of Labour.......cccccccvviieiiiiiiiiniieiiiiiei e 194
Exchange between Capital and Labour ...........cccocooviiiiiiinnnnnne 204
[Labour Process and Process of Valorisation] .......cccccoeeeveeeivereennnns 230
[Absolute and Relative Surplus Value] ..o, 267
[Surplus Value and Profit] .......................... e 291

[Section Two] [Circulation Process of Capital].......ccecccevniiiiunnnniinns 329
[Reproduction and Accumulation of Capital] ... 329
[Forms Preceding Capitalist Production] .......c.ccccccevvvenieennccenncenn. 399

[Circuit and Turnover of Capital] ......ccccecereerirrererieeeeee e
[Theories of Surplus Value and Profit] .........cccceevvieeicvenueeennenn. 473



Contents VII

NOTES AND INDEXES

INOLES ottt 541
NAMeE INdex.............ooiiiiiiiiiiiiiiiiiiii ittt 562
Index of Quoted and Mentioned Literature.............c.cooouveeueevceiinvueineennnns 568
Index of Periodicals ............c.ocoeveiiiiiiiiiiiiiiiiiiiieeie e 576
SUDJECt INAEX ...t 577
ILLUSTRATIONS
Back of the cover and page 1 of Notebook M containing the
ITETOAUCIION ...t 20-21
Cover of Notebook VII of the manuscript Outlines of the Cntzque of
Political ECONOMY .........coovuiiivuiieciiiniiiiiiiiiiieeneiessnetisiieensaseeeasbennneenane 53
Page 3 of Notebook IV of Outlines of the Critique of Political
ECOMOMY ..o 303

Page 24 of Notebook IV of Outlines of the Critique of Political
ECOMOMY ...ttt 347






Translated by

ERNST WANGERMANN






X1

Preface

Volume 28 of the Collected Works of Marx and Engels opens a
new section of this edition, containing Marx’s main work, Capital,
its preliminary versions and the economic writings which im-
mediately preceded it.

The first two volumes of this section, 28 and 29, contain the
Outlines of the Critique of Political Economy— the economic manu-
scripts widely known as the Grundrisse der Kritik der politischen
Ockonomie (the editorial heading under which they were first
published in the language of the original in Moscow in 1939-41)—
and also Marx’s work A Contribution to the Critique of Political
Economy. The findings of research undertaken in the Soviet
Union, the German Democratic Republic and other countries into
the Grundrisse since the appearance of the first edition, particular-
ly in connection with their publication in the second Russian
edition of Works of Marx and Engels and in the second edition of
Marx-Engels Gesamtausgabe (MEGA,, a collection of works by
Marx and Engels in the languages of the originals), have been
taken into account.

In the present edition the whole range of economic works
written in the period 1857-61 is divided up into two interrelated
groups. The first of these is the series Economic Manuscripts of
1857-58 which strictly speaking represent the original rough
version of Capital. Of these Volume 28 includes “Bastiat and
Carey”, “Introduction” and the first, larger instalment of the
Grundrisse (the Chapter on Money and the greater part of the
Chapter on Capital).

Volume 29 contains the concluding part of the Chapter on
Capital and the Index to the 7 Notebooks. It also includes the second
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group of works dating from that period: A Coniribution to the
Critique of Political Economy (which came out in 1859) and
preparatory material for that work—a fragment of the original
text of the second and of the beginning of the third chapter,
a draft plan for the third chapter, and also References to My Own
Notebooks.

Viewed as a whole, these works represent a complete cycle,
reflecting a crucial stage in the formation of Marxist political
economy and in the writing of Capital. They immediately
preceded the economic manuscript of 1861-63, which was the first
systematic, although still not final, elaboration of the contents of
all the volumes of Capital. Basing himself on the results achieved
and completing yet another manuscript version of his work in
1863-65, Marx was able to start preparing for publication the first
volume of Capital, which came out in September 1867, and
continue work on the other volumes.

Capital represents the supreme achievement of Marx’s theoreti-
cal thought, an outstanding scientific feat accomplished in' the
name of the intellectual and social emancipation of toiling
mankind. This work of genius is virtually the product of Marx’s
whole life. As early as the 1840s, when Marx had only just
embarked on research into economic problems and was working
on his Economic and Philosophic Manuscripts of 1844, he sketched
the outlines of a major economic work. His subsequent studies in
political economy were subordinated to this broad plan, which he
originally intended to realise in the form of a two-volume work
entitled A Critique of Politics and Political Economy.

The 1840s were an important stage in the development of
Marxist economic theory. The dialectical materialist conception of
history worked out by Marx and Engels enabled them to reveal
the essential features of the capitalist economy and understand its
contradictory, antagonistic nature. In his works of the 1840s— The
Poverty of Philosophy, Speech on the Question of Free Trade and Wage
Labour and Capital (see present edition, vols. 6 and 9)—Marx took
his first steps towards a detailed elaboration of his economic
theory. In those works certain aspects of the future theory of
value and surplus value were worked out. However, it required
further elaboration to become a comprehensive economic
teaching. '

A new stage in Marx’s economic research began after the defeat
of the revolution of 1848-49, when, in the autumn of 1849, he was
to move to England, where he was able to resume his studies in
political economy. Not content with the results already achieved
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and the material he had collected during his stay in Paris in 1844
and in Brussels between 1845 and 1847, which made up many
notebooks of excerpts from various economic writings, Marx, in
his own words, started from scratch once more. With unflagging
energy he supplemented, elaborated and developed the economic
data collected in the forties, without losing sight of his long-term
project for a major economic work.

Until July 1857 Marx’s work consisted mainly in collecting and
critically assessing an enormous wealth of material on economic
problems, “a veritable Mont Blanc of factual material”, to use
Lenin’s expression, and also in direct study of all and every
development of significance in the economic life of Britain and
other countries at that time. Marx turned once again to the works
of Adam Smith and David Ricardo, of which he made a most
thorough study. He also used voluminous material on various
aspects of economics and politics from the vast collection of the
British Museum library and from the current press. Between 1850
and 1853 Marx filled with excerpts 24 notebooks which he
numbered I to XXIV (there are also several unnumbered
notebooks). He made repeated attempts to systematise that
material. Evidence of this are his notebooks in which excerpts
from different authors are grouped according to subject and
supplied with brief commentaries, and also his manuscript
headlined “Reflections” (present edition, Vol. 10). Marx made
extensive use of the notebooks in writing his works. He often
refers to them by number and page number in the Grundrisse.

Marx set forth his first theoretical conclusions drawn from his
new research in letters to Engels dated 7 January and 3 February
1851 (see present edition, Vol. 38), in which he criticised Ricardo’s
theory of rent, based on Malthus’s law of diminishing returns, and
also Ricardo’s theory of money circulation, based on the quantita-
tive theory of money.

Expecting a new rise in the revolutionary movement, he
intensified his economic research. In the summer of 1857 he twice
embarked on an exposition of his economic theory: made drafts
on the vulgar economists Bastiat and Carey and started writing the
general “Introduction” which he did not finish. Yet on both
occasions he had to interrupt his work.

The first ever world economic crisis, which broke out in the
autumn of 1857, made Marx set down once again to a systematic
exposition of the results of his research in political economy. “I
am working like mad all night and every night collating my
economic studies so that I at least get the outlines clear before the
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déluge,” he wrote to Engels on 8 December 1857 (see present
edition, Vol. 40, p. 217). At the time Jenny Marx wrote to Conrad
Schramm: “By day Karl works for his living and by night at the
completion of his political economy” (ibid., p. 566). Physical
discomfort stemming from a liver disease seriously slowed down
this work, obliging Marx to modify his plans. Nevertheless
between late 1857 and May 1858 he completed an extensive
manuscript of over fifty printed sheets—not for the press but for
“self-clarification™.

The draft manuscript “Bastiat and Carey”, opening this volume,
shows that by that time Marx had reached a far clearer
understanding of the distinctions between the classical bourgeois
political economy and its vulgar school, whose rise pointed to a
decline in bourgeois economic thought. Marx accurately character-
ised the merits of the classical school while at the same time
pointing out its limitations. Using his analysis of the views of
Bastiat and Carey as an illustration, Marx singled out the main
areas in which the theory of the classical political economists Smith
and Ricardo was vulgarised by their imitators. He pointed out that
unlike the classical economists, who did not conceal the contradic-
tory character of capitalist production relations and ‘“naively
analysed their antagonism” (see this volume, p. 6), Bastiat, Carey
and other vulgar economists sought to gloss over the antagonistic
nature of the capitalist system, depicting it as the natural ideal of
harmonious social development.

Although unfinished, Marx’s draft “Introduction” to his future
economic treatise is of extraordinary scientific value. It shows that
by the autumn of 1857 he had already worked out in detail the
methodological principles of his economic theory, which rests on
the basic conclusions drawn from the materialist conception of
history, above all on the proposition concerning the primacy of
social production. At the same time, unlike bourgeois economists
who declared capitalist production eternal and treated production
as some general abstraction, Marx in his “Introduction” wrote of
production as shaped by specific social conditions, singling out
bourgeois production of his time as the object of his research.

Setting forth his understanding of the subject of political
economy, Marx rises above the limitations of the bourgeois
economists, including the classical economists, who confined the
tasks of economics to the study of relations of distribution. His
analysis of the dialectical unity and interaction of production,
distribution, exchange and consumption leads Marx to conclude
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that production is not just the point of departure but also the
decisive moment of this unity and that the forms of distribution
are merely an expression of the forms of production. Thus the
production relations between men, and the laws governing the
development of a given mode of production, constitute the true
subject matter of economics.

Marx worked out his ideas on various aspects of political
economy in close connection with general philosophical questions
of the revolutionary world outlook. Regarding production rela-
tions as the economic basis of social development, Marx went on to
examine processes at work within the political and ideological
superstructure, pointing out their dependence on the basis and
their reaction on the basis. In the “Introduction”, for example, we
find statements reflecting the development and concretisation of
Marx’s views on certain ideological phenomena, in particular his
ideas on the specific laws governing the development of art as one
of the forms of social consciousness.

The conclusions drawn by Marx in the “Introduction” —that
artistic creation is conditioned by specific historical social relations,
although these are not reflected in works of art in a primitive,
mechanical way, but in accordance with the special laws of
development peculiar to art; that as a result of this periods of
florescence in art do not necessarily coincide with periods of
progress in the economy and other social spheres; that art plays an
enormous social role and exerts a strong influence on social
progress, and finally that the art of different epochs and different
peoples contains inimitable and wundying values of general
relevance—form an essential part of the overall heritage of
Marxian aesthetic ideas.

In the “Introduction” Marx thoroughly substantiated the
method of political economy as a science, a method which he
applied from all possible angles in his subsequent economic
research. He contrasted the dialectical materialist interpretation of
scientific method with Hegel’s idealist dialectics, while at the same
time utilising all the rational elements of Hegel’s logic of scientific
analysis.

Research, Marx pointed out in the “Introduction”, should start
out from the immediately manifest and probe down into the very
heart of phenomena until finally the very simplest determinations
are reached. Only after that can the researcher move on from
abstract determinations to “a rich totality of many determinations
and relations” (see this volume, p. 37). While the first part of this
path—from the concrete to the abstract—has virtually been
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converted into commodities and commodities into money. “The
real question is: does not the bourgeois system of exchange itself
make a specific instrument of exchange necessary?” Marx noted,
“Does it not of necessity create a special equivalent of all values?”
(see this volume, p. 65). Here Marx raised the question of the
essential link between commodity and money, which he had first
formulated in The Poverty of Philosophy, however, he provided a
solution to this question only in the Manuscript of 1857-58. It was
based on his analysis of the two aspects of the commodity—its use
value and its value—and of the dual nature of labour creating the
commodity. Marx showed that the contradiction between the
qualitative homogeneity of commodities as values and their natural
difference as use values finds its external solution in the process of
exchange, in the splitting of the commodity into commodity and
money, in the fact that the value of the commodity acquires an
independent existence in a special commodity, namely money.
Money, which provides an external solution to the contradiction
between the use value and the value of the commodity, at the
same time aggravates all the contradictions of commodity produc-
tion based on private exchange. Inherent in these contradictions is
the possibility of economic crises.

Marx’s thesis on the dual nature of labour in commodity
production constitutes the basis of his theory of value. It is
precisely here that we find one of the main dividing lines which
set apart his theory from the labour theory of value put forward
by the classical bourgeois economists. These economists did not
understand the qualitative difference between concrete and
abstract labour, reducing the whole question to measuring value
by labour time. Actually, as Marx was later to point out, “the whole
understanding of the facts” hinged upon the appreciation of this
dual nature of labour.

As he elaborated his theory of value, Marx discovered in the
commodity the “economic cell” of bourgeois society. The point of
departure in his analysis of the economic structure of society is
neither value nor the value relationship of commodities but the
commodity itself, the material bearer of those relations. This was
precisely the reason why Marx later changed the name of the first
chapter of his work, calling it “The Commodity”. Already in his
first draft of this chapter, at the end of the manuscript (see
Vol. 29) Marx wrote: “The commodity is the first category in which
bourgeois wealth makes its appearance.”
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One of the main conclusions drawn by Marx in the Chapter on
Money was that the developed form of commodity production in
conditions of private property in the means of production
presupposes capitalist relations. The development of commodity
production and exchange value inevitably tends to “the separation
of labour and property; as a result, one’s labour will create
someone else’s property and property will command someone
else’s labour” (see this volume, p, 170).

The major part of the economic Manuscript of 1857-58 consists
of the Chapter on Capital.

In this volume are published the first section of that chapter,
examining the process of the production of capital, and a large
part of the second section, which deals with the circulation of
capital. The end of the chapter is included in Volume 29. Taken
as a whole, the Chapter on Capital covers the main questions
which Marx intended to treat in the first of the six books
originally planned, namely in that which, according to the letter to
Lassalle cited above (22 February 1858), was to be entitled “On
Capital”, and whose title is elsewhere given as “Capital in
General”. Later, after Marx had altered the structure of his work
and started to think in terms of a three-part study (The Process of
Production of Capital, The Process of Circulation of Capital and The
Process of Capitalist Production as a Whole), the material contained in
this chapter provided the starting-point for the whole work.

In the Chapter on Capital Marx concerned himself with the
problem central to the whole of his analysis, that of explaining the
mechanism of capitalist exploitation. Bourgeois economists re-
garded capital as the simple sum of values, vainly attempting to
move on directly from value to capital and grasp the essence of
the transformation of money into capital. Marx notes that “the
simple movement of exchange values, as it is present in pure
circulation, can never realise capital” (this volume, p. 185).

The content of capitalist production relations is the relation
between worker and capitalist, between labour and capital, which
stand opposed to each other and between which exchange takes
place. The difficulty in analysing these relations lies in the fact
that the essentially non-equivalent exchange between worker and
capitalist is carried on on the basis of an exchange of equivalents.

Marx started out by dividing the exchange between capital and
labour into two qualitatively different, diametrically opposed
processes: (1) the actual exchange between the worker and the
capitalist as a result of which the capitalist “obtains the productive
power which maintains and multiplies capital” (see this volume,

2%
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p. 204); (2) the actual process of labour in which the maintenance
and multiplication of capital takes place. In his analysis of the first
stage Marx formulated the following thesis: “In the relationship of
capital and labour ... one side (capital) faces the other above all as
exchange value while the other side (labour) faces capital as use value”
(see this volume, p. 197). From the bourgeois economists’ traditional
formulas “commodity labour” and “sale of labour” Marx passed on,
for the first time, to an investigation of the specific properties of
the commodity “labour power” (although in this manuscript he
mostly uses the term “labour capacity”). Labour in Marx’s analysis
does not figure as a commodity, but as the use value of the com-
modity the worker sells to the capitalist. The peculiarity of this
use value lies in the fact that it “is not materialised in a product,
it does not exist in any way external to him [the worker]. Conse-
quently, his use value does not exist in reality but only potentially,
as his capacity” (see this volume, ibid.). As a result of the first stage
of the exchange between labour and capital the control of the
worker’s living labour has passed into the hands of the capitalist.
The second stage of the exchange is the actual process of the
creation of exchange values, as a result of which capital is main-
tained and increased.

Marx demonstrated that since the worker does not own the
means of production he cannot be the owner of the value which
living labour creates in the production process. Part of the value
created by the worker and belonging to the capitalist the latter is
obliged to return to the worker in the form of wages so as to pay
the value of labour power, i. e. the quantity of labour spent on the
production of the worker himself. If the level of labour
productivity is so high that the value created by living labour
exceeds the value of labour power, surplus labour is being
performed, and the capitalist receives surplus value equal to the
difference between the value created by living labour and the
value of labour power.

In the Chapter on Capital Marx also developed his teaching on
the two forms of surplus value—absolute and relative surplus
value—and in this connection formulated the ambivalent tendency
of capital: towards lengthening the working day as a means of
increasing absolute surplus value, and towards reducing the
necessary labour time as a means of increasing relative surplus
value.

Having revealed the true nature of surplus value, Marx
proceeded on this basis to investigate its converted forms—profit,
interest, rent—which appear on the surface of bourgeois society.
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Basing himself on the theory of the two forms of capital—
constant and variable—elaborated for the first time in this
manuscript, Marx put forward a new theory of profit qualitatively
different from that of bourgeois political economists, who con-
stantly confused specific forms of surplus value with its general
form. In a letter to Engels about his work on this manuscript
Marx wrote on 16 January 1858 that he had “completely
demolished the theory of profit as hitherto propounded” (see
present edition, Vol. 40, p. 249).

Marx had now come very close to the discovery of the law of
average profit and price of production. After establishing that the
profit of the whole capitalist class could not exceed the sum of
surplus value, Marx concluded that of necessity individual rates of
profit varied from one branch of production to another and that
these were redistributed as a result of inter-branch competition,
thus forming a general rate of profit. He went on to demonstrate
that this general rate was formed through the redistribution of the
total sum of surplus value produced in all branches of capitalist
production, in proportion to the amount of capital invested. It was
a feature of this process that commodities were sold at prices that
did not correspond to their values, being in some branches higher
and in others lower than the values of the commodities. An
exhaustive solution to the problem of average profit and price of
production was to be provided by Marx later, in his Manuscript of
1861-63.

In the Manuscript of 1857-58 Marx critically analysed the
theories of bourgeois economists, drawing comparisons between
various bourgeois concepts and contrasting them with his own
views on key questions of economics. The Manuscript of 1857-58
demonstrates graphically that Marx’s elaboration of a new
economic theory was combined with a critical refutation of
concepts which were predominant in the economic thought of his
day. Nor did Marx overlook the rational ideas expounded by his
predecessors in political economy. He often came out in their
defence against unjust accusations and reproaches from contem-
porary bourgeois political economists.

A particularly large amount of critical material is in the
sub-section on bourgeois theories of surplus value and profit in
Section Two of the Chapter on Capital. Although here Marx did
not yet provide a comprehensive picture of the historical
development of bourgeois economics, he nevertheless singled out
many of the traits typical of bourgeois economic thought on this
cardinal question in his critical analysis of the ideas expounded by
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representatives of various schools of political economy, including
the classical school of Smith and Ricardo. He pointed out its
incapacity to penetrate to the heart of the relations between labour
and capital and grasp the character of the appropriation of the
product of the worker’s surplus labour by the capitalist; he showed
its tendency to consider capital itself only from the point of view
of its material content, ignoring its essence as an historically
determined form of social relations, and indicated a number of
other fundamental shortcomings. As he singled these out Marx
revealed the class causes accounting for the narrow outlook of the
bourgeois economists. He stressed that even as penetrating
a thinker as Ricardo had failed to clarify for himself the pro-
cess of capitalist production, “nor, as a bourgeois, could he”
(see this volume, p. 474). Marx severely criticised the theories of
capital and profit set forth in the works of Say, Senior, McCulloch
and other economists as blatant example of apologetic writing that
hypocritically presented capitalist exploitation in a rosy light.
Malthus’s interpretation of the “value of labour” and wages was
characterised by Marx as “shallow fallacy”, and his theory of
population as a “brutal expression” of the “brutal view taken by
capital” (see this volume, pp. 496, 524). Marx pointed out that his
theory was false from beginning to end and that it was based on
tendentious premisses and completely ignored the historical changes
in the conditions of production: “In this way, he [Malthus]
transforms historically distinct relations into an abstract numerical
relation which he simply plucks out of thin air, and which is
based on neither natural nor historical laws” (see this volume,
pPp. 524-25).

In contrast to Malthus Marx revealed the real causes behind the
formation of over-population in the pre-capitalist epoch and
under capitalism. He pointed out that these causes were by no
means to be found in the alleged insufficiency of natural resources
and the increase of the human race, which was outgrowing them,
but in the actual conditions of social production, in particular in
the social contradictions, unemployment, etc., engendered by the
capitalist system.

The Manuscript of 1857-58 testifies to the fact that by that time
Marx was already thinking of allotting a special place in his future
work to a critical survey of the history of bourgeois political
economy from the viewpoint of its main problems.

While working on the Chapter on Capital Marx arrived at the
conclusion—in accordance with his interpretation of the dialectical
link between the logical and historical aspects of the scientific
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research method —that it was essential to supplement his analysis
of the capitalist mode of production with a survey of the preceding
social forms on the one hand, and a survey of the social form which
would inevitably replace capitalism on the other.

Marx included in his Chapter on Capital an historical descrip-
tion of the forms that had preceded capitalist production, in which he
traced the development of the forms of property from primitive
communal society to the emergence of capitalist forms of
appropriation. The investigation of the pre-capitalist modes of
production undertaken here by Marx constitutes a further
elaboration of his views on the principal stages of the historical
process first set forth in The German Ideology.

While analysing the pre-capitalist forms of property Marx
probed to the very heart of the question of the various types of
production relations, stressing the active role of the productive
forces in the process of social development, which conditioned the
inevitable change of these forms. In the Manuscript of 1857-58
Marx took another important step in the development of his
theory of socio-economic formations.

Profound ideas were voiced here concerning the earliest stage of
human history. Marx underlined the absence of class divisions in
primitive society, which was dominated by tribal ties and commu-
nal principles. The collective spirit and, at the initial stage, the
“herd spirit” were the dominant traits of primitive man’s whole
way of life.

The Manuscript of 1857-58 also contains an analysis of the
forms of pre-capitalist exploitation, in particular slave and serf
labour, and the features that set them apart from wage labour.

In his analysis of pre-capitalist formations Marx concentrated on
problems of the evolution of the agricultural commune. The
disintegration of the commune, retained in various forms in all
previous stages, was, as he stressed, one of the conditions making
possible the emergence of the capitalist mode of production. This
to a considerable extent serves to explain Marx’s particular interest
in its historical fate. Thé historical and typological description of
the commune first provided by Marx in the Manuscript of
1857-58 to this day clarifies many of the key problems of ancient
and medieval history. Marx’s ideas on the universality of the
commune as the most ancient social institution, on its influence on
social and political structures in ancient times and the Middle
Ages, on the direction and main stages of its historical evolution
and modification and on the reasons for its decline and
disintegration, are as valid as ever today.



XX1V Preface

His analysis of the development of pre-capitalist forms of
property enabled Marx to reveal the historical conditions for the
emergence of the capitalist mode of production and to demon-
strate that the main precondition was the disintegration of various
forms of labourers’ ownership of their conditions of production or
of the ownership of labourers as an objective condition of
production. In the Manuscript of 1857-58 Marx provided a
profound treatment of the primitive accumulation of capital,
demonstrating that its essence consisted on the one hand in the
formation of a class of hired workers deprived of instruments or
means of production and on the other in the transformation of
former means of production into a “free fund”, i.e., into capital
free of traditional feudal, guild and other fetters. “The same
process which confronts the masses of free workers with the
objective conditions of labour, has also put them face to face with
these conditions as capital” (see this volume, p. 427). For the first
time the epoch of primitive accumulation was singled out as a
specific, transitional period of historical development. In this
context, Marx pointed out that the roots of capitalism should be
sought not only in the development of urban industry, but in the
process of the capitalist transformation of agriculture, which began
in a number of countries (Britain, Holland) at the very dawn of
the capitalist era.

In the Manuscript of 1857-58 Marx elaborated in more detail
the principles of the scientific periodisation of the history of capital-
ist society which he had originally outlined as early as the 1840s
in The German Ideology and The Poverty of Philosophy. He substantiat-
ed the need to draw a distinction between the manufactory and
machine stages of capitalist development, pointing out that the
manufactories were still unable to create the material basis for the
universal spread of capitalist relations and for the ousting of
pre-capitalist social forms. Only large-scale machine production
can provide the basis for the final assertion of the capitalist system,
it alone really makes possible the full domination of capital and at
the same time creates the material conditions for its overthrow and
the emergence of a new, more progressive order.

After studying the genesis of capitalism and disclosing the laws
of its emergence and development Marx went on to define its
actual historical position, demonstrating the inevitability of its
collapse and of the abolition of the separation between labour and
property intrinsic to that society.

Surplus value, treated in Marx’s theory as the necessary result of
capitalist relations of production and the expression of their
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essence and contradictory character, shapes the law of the
progress of the capitalist mode of production leading inevitably to
its downfall and its replacement by communism. Since capitalist
exploitation, as demonstrated by Marx, stems from the very
essence of capitalist production relations, it follows on from this
that the emancipation of the working class from exploitation
cannot be achieved within the framework of the capitalist order.

The analysis Marx went on to provide of the new social order
destined to replace capitalism contained astute ideas as to the main
traits and laws of development peculiar to social relations under
communism. Marx stressed the historical necessity of the transition
to communism, the emergence of which presupposes a specific
stage of development of material and cultural conditions. Com-
munism, according to Marx, is a society that will be dominated by
“free individuality, based on the universal development of the
individuals and the subordination of their communal, social
productivity, which is their social possession” (see this volume,
p- 95).

The Manuscript of 1857-58 also contains significant ideas
concerning the change in the character of labour in the
communist society of the future. Marx pointed out that in
conditions of collective production the individual’s labour will,
from the outset, appear as socialised labour; the cantradiction
between the social character of labour and the private form of the
appropriation of its products which is intrinsic to capitalism will
disappear. Underlining the fact that each worker will be interested
in ensuring the most expedient, rational and systematic organisa-
tion of production, Marx formulated the law of time economy in
communist society: “As with a single individual, the comprehen-
siveness of its [society’s] development, its pleasures and its activities
depends upon the saving of time. Ultimately, all economy is a
matter of economy of time. Society must also allocate its time
appropriately to achieve a production corresponding to its total
needs, just as the individual must allocate his time correctly to
acquire knowledge in suitable proportions or to satisfy the various
demands on his activity. Economy of time, as well as the planned
distribution of labour time over the various branches of produc-
tion, therefore, remains the first economic law if communal
production is taken as the basis. It becomes a law even to a much
higher degree” (ibid., p. 109).

Unlike the Utopian socialists who dreamt of turning labour
under communism from a hateful burden or curse, which it is for
the vast majority of working people under capitalism, into a game



XXVI Preface

or simple diversion, Marx wrote of labour in communist society as
a prime necessity of life, which “is also the most damnably
difficult” (see this volume, p. 530). A high level of labour
organisation and discipline, a harmonic balance between the
personal interests of the producer and the interests of the whole
of society, wide utilisation of the results of production, of all social
wealth, to satisfy the material and cultural needs of society—such
was Marx’s vision of communist society.

* * *

In the course of publishing the present Collected Works it was
decided to expand the economic section. In particular, the whole
of the Economic Manuscript of 1861-63 is to be included. This has
made necessary certain modifications in the original plan of the
edition. In volumes 28 and 29 the series of Marx’s economic works
dating from 1857 to 1861 (with the exception of his notebooks of
excerpts) appears in English in a complete and systematised form.

The translation of the Economic Manuscripts of 1857-58 and
the accompanying manuscripts, published in volumes 28 and 29, is
based on the text: Marx-Engels Gesamtausgabe (MEGA), 11, 1; 11, 2,
Berlin, 1976-1981.

The fact that these manuscripts were rough drafts explains
many of their textual features: the absence of division into sections
and paragraphs over long passages, the considerable number of
digressions and incomplete sentences, and a certain unevenness of
style. In many places Marx put down his ideas in a cursory,
fragmentary, elliptic form. The greater part of the manuscripts
was written in German but Marx often made use of foreign
expressions and sometimes switched over completely to English or
French. He quotes sometimes in German translation, sometimes in
the language of the original and sometimes in more than one
language at a time with switches in the middle. There are also
word forms of Marx’s own invention: English and French words
used with German prefixes or endings, and terms made up of
elements from different language, etc. When these manuscripts
were translated into English all these factors had to be taken into
account and unified so that Marx’s ideas expressed in different
languages could be rendered unequivocally and as precisely as
possible.

The indispensable elucidations in certain parts of the manu-
scripts, insertions, made to complete unfinished or abbreviated
sentences, quotations etc. are given in square brackets, as are the
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numbers of Marx’s notebooks (Roman numbers or Latin letters)
and the page numbers in each notebook (Arabic numerals). In
view of this the square brackets which are sometimes encountered
in the actual manuscripts have been replaced with two oblique
lines. If the text is not presented consecutively, but in a slightly
rearranged way based on Marx’s directions, this is pointed out in
footnotes. The footnotes also point out words or passages crossed
out by Marx and in certain instances reproduce the original
versions.

Excessively long paragraphs have been broken up into smaller
ones to make for easier reading. In certain cases where there
occur particularly cumbersome phrases with incidental insertions,
these insertions are given in the form of author’s footnotes so as
not to blur the main line of argument.

In this edition the manuscripts are printed in a new English
translation. Foreign expressions including those in Greek and
Latin are given in the original language. English quotations,
phrases, expressions and individual words encountered in the
original are set in small caps. Quotations from English sources are
given according to the editions used by the author. In all cases the
form of quoting used by Marx is respected. The language in which
Marx quotes is indicated unless it is German.

The volume was compiled, the preface and notes written by
Tatyana Vasilyeva and edited by Lev Golman and Vladimir
Brushlinsky (Institute of Marxism-Leninism of the CC CPSU).

The name index and the index of periodicals were prepared by
Galina Kostryukova; the index of quoted and mentioned literature
and the subject index by Tatyana Vasilyeva (Institute of Marxism-
Leninism of the CC CPSU).

The translation was made by Ernst Wangermann (Lawrence and
Wishart) and edited by Natalia Karmanova, Margarita Lopukhina
and Victor Schnittke (Progress Publishers). The volume was
prepared for the press by Svetlana Gerasimenko (Progress
Publishers).

Scientific editor for this volume was Larisa Miskievich (Institute
of Marxism-Leninism of the CC CPSU).
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BASTIAT AND CAREY'

[11I-1] BASTIAT, HARMONIES ECONOMIQUES,
2-ME EDITION, PARIS, 1851

AVANTPROPOS

The history of modern political economy ends with Ricardo and
Sismondi: antithetical figures, of whom the one speaks English,
the other French—just as it begins at the end of the 17th
century with Petty and Boisguillebert. The later literature of
political economy ends up either in eclectic, syncretic compendia,
like e.g. the work of J. St. Mill,* or in rather detailed elaboration
of particular branches, like e.g. Tooke’s History of Prices and in
general the more recent English writings on circulation—the only
branch in which really new discoveries have been made. For the
writings on colonisation, landed property (in its different forms),
population, etc., really go beyond the older writings only in
respect of their greater abundance of material. There are some
reproductions of old economic controversies for a larger public
and some practical solutions for day-to-day problems, like the
writings on rree TRADE and proTecTION. Finally, there are tendentious
exaggerations of the classical theories, e.g. Chalmers exaggerates
Malthus, Giilich exaggerates Sismondi, and, in their earlier
writings, MacCulloch and Senior in some ways exaggerate Ricardo.
This literature is altogether derivative, reproduction characterised
by a greater refinement of form, a more extensive appropriation
of the material, a greater emphasis, popularisation, synopsis and
elaboration of detail. It lacks salient and decisive phases of
development, confining itself on the one hand to stock-taking and
on the other to adding detail on individual moments.

2 J. St. Mill, Principles of Political Economy with some of their Applications to Social
Philosophy— Ed.
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The only apparent exceptions are the writings of Carey, the
Yankee, and Bastiat, the Frenchman, the latter acknowledging that
he bases himself on the former.* Both understand that the
opposition to political economy—socialism and communism—finds
its theoretical assumptions in the works of classical political economy
itself, especially in Ricardo, who must be considered as its most
complete and final expression. Both therefore find it necessary to
criticise the theoretical expression which bourgeois society has
historically achieved in modern political economy as a misunder-
standing and to demonstrate the harmony of the relations of
production at the point where the classical economists naively
analysed their antagonism. The entirely different, even contradic-
tory national context from which their writings derive, nevertheless
impels them in the same direction.

Carey is the only original economist among the North Ameri-
cans. He belongs to a country in which bourgeois society is not
developing on the basis of feudaiism but in which it has originated
from itself; in which it does not appear as the surviving product of
the development of centuries but as the point of departure for a
new development; in which the State, in contrast to all previous
national forms, was from the start subordinated to bourgeois
saciety, to its production, and could never claim to be an end in
itself; in which bourgeois society itself, combining the productive
forces of an old world with the immense natural terrain of a new
one, is developing on an unprecedented scale and in unpre-
cedented {conditions of] freedom of movement and far surpassing
all previous achievements in [III-2] mastery of the forces of
nature, and in which, finally, the contradictions of bourgeois
society itself appear only as transient moments.

What could be more natural than that Carey should consider
the relations of production in which this immense New World has
grown so quickly, so astonishingly and so fortunately, as the
eternal normal relations of social production and intercourse; that
they should seem to him merely impeded and restricted in Europe
and especially in England, which he really identifies with Europe,
by the fetters inherited from the feudal period; that they should
seem to him merely to have been regarded, depicted or
generalised in a distorted, falsified way by the English economists
in that they mistook accidental perversions of them for their
immanent character?

2 F. Bastiat, Harmonies économiques, 2nd ed., Paris, 1851, p. 364.— Ed.
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American relations as opposed to English: that is what his
critique of the English theory of landed property, wages,
population, class antagonisms, etc., boils down to. Bourgeois
society does not exist in England in its pure form, corresponding
to its concept, adequate to itself. How, then, could the English
economists’ ideas of bourgeois society be the true, unsullied
expression of a reality which they did not know?

Carey ultimately identifies the disturbing effect of traditional
influences not emerging from the womb of bourgeois society itself
upon that society’s natural relations with the influence of the State
on bourgeois society, with State interference and State regula-
tion. E. g. wages [according to Carey] rise naturally with the
productivity of labour. If we find that reality does not
correspond to this law, we have only to abstract from the
influence of government, taxes, [State] monopolies, etc., whether in
Hindustan or in England. Bourgeois relations considered in them-
selves, i.e. after taking away the influence of the State, will in fact
always confirm the harmonious laws of bourgeois political economy.
To what extent these State influences (rusLic DEBT, TaXEs, etc.)
themselves arise from bourgeois relations—and thus appear in e.g.
England by no means as the results of feudalism but rather
of its dissolution and suppression, and to what extent even in
North America the power of the central government grows with
the centralisation of capital—this, naturally, Carey does not
investigate.

While Carey thus seeks to confront the English economists with
the higher potency of bourgeois society in North America, Bastiat
seeks to confront the French socialists with the lower potency of
bourgeois society in France. You think [he says to the French
socialists] that you are revolting against the laws of bourgeois
society in a country in which these laws have never been allowed
their full realisation! You only know these laws in their stunted
French form, and take as their immanent form what is only their
national French distortion. Look at England. Here in France the
task is to free bourgeois society from the fetters which the State
lays upon it. You wish to multiply these fetters. First develop
bourgeois relations in their pure form, then we shall discuss the
matter again. (Bastiat is right to this extent, that in France, because of
its peculiar social structure, much is taken for socialism which in
England is political economy.)

Carey, however, whose starting point is the American emancipa-
tion of bourgeois society from the State, ends with the demand for
State interference, lest the pure development of bourgeois
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relations be disturbed by external influences in the way in which
this has actually happened in America. He is a protecTiONIST, While
Bastiat iS a FREE TRADER.

The harmony of economic laws appears in the whole world as
disharmony, and the beginnings of this disharmony strike Carey
even in the United States. How does one explain this strange
phenomenon? Carey ascribes it to the destructive effect of
England’s striving for industrial monopoly on the world market.
Originally, [economic] relations were distorted inside England
by the false theories of its economists. Now, {III-3] as the
dominating power on the world market, England distorts the
harmony of economic relations in all countries of the world. This
disharmony is real, not based merely on the subjective perception
of economists.

What Russia is for Urquhart politically,* England is for Carey
economically. The harmony of economic relations is based,
according to Carey, on the harionious cooperation of town and
country, of industry and agriculture. England, having destroyed
this basic harmony within itself, destroys it everywhere on the
world market through its competition, and is thus the destructive
element of universal harmony. The only defence against this are
protective tariffs—the forcible isolation of the nation from the
destructive power of English large-scale industry. Therefore the
State, branded at the outset as the only disturber of the *“harmonies
économiques”, becomes their last refuge.

On the one hand, Carey here once more articulates the specific
national development of the United States, its opposition to and its
competition with England. He does it in the naive form of
proposing that the United States destroy the industrialism
propagated by England by developing its own more quickly
through protective tariffs. Apart from this naivety, the harmony of
bourgeois relations of production ends with Carey in the total
disharmony of these relations just where they appear upon the
most magnificent scene, the world market, and in their most
magnificent development, as the relations of producing nations.
All the relations which appear to him harmonious within
particular national boundaries, or also in the abstract form of
general relations of bourgeois society—the concentration of
capital, division of labour, wage labour, etc—appear to him as
disharmonious where they show themselves in their most de-
veloped form—in their world market form—as the internal

a An allusion to Urquhart’s anti-Russia sentiments.— Ed.
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relations which produce England’s domination in the world
market and which, as destructive influences, are the result of this
domination.

It is harmonious, if, within a country, patriarchal production
gives way to industrial production, and the process of dissolution
accompanying this development is conceived only in its positive
aspect. But it becomes disharmonious, if England’s large-scale
industry dissolves the patriarchal or petty-bourgeois or other
primitive forms of another country’s national production. The
concentration of capital within a country and the dissolving effect
of this concentration present themselves to him only in their
positive aspect. But the monopoly enjoyed by concentrated English
capital and its dissolving effects on the smaller national capitals of
other countries, ate disharmonious. Carey has not grasped that these
world market disharmonies are only the ultimate adequate
expression of the disharmonies which have become fixed in the
economic categories as abstract relations or have a local existence on
the smallest scale.

No wonder, then, that on the other side he forgets the positive
content of these processes of dissolution—the only aspect which
he recognises of the economic categories in their abstract form or
of the real relations within particular countries from which they
are abstracted—in their complete world market form. Hence,
where he is confronted by economic relations in their
truth, i.e. in their universal reality, he collapses from his systematic
optimism into a denunciatory and irritated pessimism. This
contradiction constitutes the originality of his writings and
gives them their significance. He is American as much in his
assertion of the harmony within bourgeois society as in his
assertion of the disharmony of the same relations in their world
market form.

In Bastiat nothing of all this. With him, the harmony of these
relations belongs to another world which lies beyond the borders
of France, in England and America. It is merely the imagined,
ideal form of the un-French Anglo-American relations, not the
real form which actually confronts him on his own territory.
Hence, while in Bastiat harmony does not in any way arise from a
wealth of living observation, but is rather the stilted product of a
thin and strained, contradictory reflection, the only aspect of
reality is his demand that the French state should renounce its
economic limits.

Carey sees the contradictions inherent in [bourgeois] economic
relations as soon as they appear as English relations on the world
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market. Bastiat, who merely imagines the harmony, begins to see
its realisation only where France ends and where all the nationally
separated component parts of bourgeois society compete with each
other freed from State supervision. This ultimate harmony of
his-—and the premiss of all his earlier imagined ones—is,
however, itself a mere postulate which is supposed to be realised
by free trade legislation.

[III-4] Thus, if Carey, quite apart from the scientific value of his
researches, has at least the merit of articulating in abstract form
the magnitude of American relations and of doing so in
contradistinction to those of the Old World, the only real
background to Bastiat is the pettiness of French relations, whose long
ears stick out of his harmonies everywhere. But this is a superfluous
merit, because the relations of so old a country are sufficiently
known and least of all require to be made known by such a negative
circuitous route. Carey is therefore rich in so to speak bona fide
researches into such areas of political economy as credit, rent, etc.
Bastiat is only occupied with paraphrases glossing over the
contradictory result of his researches; Uhypocrisie du contentement.

Carey’s generality is Yankee universality. For him France and
China are equally near. He is at all times the man who lives
both on the Atlantic and the Pacific coast. Bastiat’s generality is a
turning away from all countries. Carey, as a true Yankee, absorbs
from all directions the abundant material which the Old World
offers him, not indeed to cognise the immanent soul of this
material and thus to concede to it its right to its own proper life,
but to work it up as lifeless pieces of evidence, as indifferent
matter, for his own purposes, i.e. for the propositions derived
from his Yankee point of view. Hence his traversing of all
countries, his mountains of uncritical statistics, his encyclopaedic
reading. Bastiat on the other hand produces fantastic history: his
abstraction takes the form now of logical reasoning, now of
notional events which never actually occurred anywhere. Just as
the theologian discusses sin now as a law of human nature, now as
the history of man’s fall.

Bastiat and Carey are therefore equally unhistorical and
anti-historical. But the unhistorical element in Carey is the
contemporary historical principle of North America, while the
unhistorical element in Bastiat is only a reminiscence of the
18th-century French mode of generalisation. Carey is there-
fore formless and diffuse, Bastiat affected and formally lo-
gical. The utmost that Bastiat achieves are commonplaces
paradoxically expressed, polished en facettes. Carey’s work is
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prefaced by a few general theses in axiomatic form. These are
followed by his unshaped material —compilation serving as verifi-
cation—which is not in any way worked up to sustain his theses.
In Bastiat, the only material—apart from a few local examples or
some ordinary English phenomena fantastically distorted—
amounts to no more than the general theses of the economists.

The chief counterpart to Carey is Ricardo, in short the modern
English economists; to Bastiat, the French socialists.

[111-5] XIV. DES SALAIRES?

The following are Bastiat’s main propositions:

All men strive for fixity of income, rixep REVENUE.

/Truly French example: (1) Everyone wants to be an official or
wants his son to become an official (see p. 371)./7

Wages are a fixed form of remuneration (p. 376), and thus a
highly perfected form of association, in the original form of which
the “aleatory element” predominates in so far as “all members of
the association” are subject “to all the chances of the enterprise”*
[p- 380].

/1f capital assumes the risks by itself, the remuneration of labour becomes fixed
and is called wages. If labour chooses to assume the risks for better or worse, the
remuneration of capital detaches itself and becomes fixed as interest (p. 382); see
further on this juxtaposition pp. 382, 383. /

However, if originally the aleatory element predominates in the
worker’s condition, wage stability is not yet sufficiently secured.
There is an

“intermediate stage which separates the aleatory element from stability” [p. 384].

This final stage is reached by

“saving up, in days of work, the means to satisfy one’s needs in days of old age
and sickness” (p. 388).

The final stage develops through the “mutual aid societies” (1.c.)
and in the last instance through “the workers’ pension fund”®
(p- 393).

(Just as man began with the desire to become an official, he
ends with the satisfaction of drawing a pension.)

ad 1. Suppose everything Bastiat says about the fixity of wages is
correct. Then subsuming wages under rixep revenues still would not

a Here and further in this paragraph Marx quotes in French.— Ed.
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reveal to us the real character of wages, their characteristic
determinateness. One feature of wages—one which they have in
common with other sources of income—would be emphasised;
nothing more. True, this would be of some use for the advocate
who wished to plead the advantages of the wage system. But it
would still be of no use to the economist who wanted to under-
stand the distinctive character of this relation in its totality. Es-
tablishing a one-sided definition of a relation, of an economic
form, and exalting it in opposition to the converse definition—
this common ploy of advocates and apologists is the hallmark
of Bastiat’s reasoning.

So let us assume instead of wages: fixity of income. Is not fixity
of income a good thing? Does not everyone like to be able to
count on an assured income? Especially every philistine, petty-
minded Frenchman? L’homme toujours besogneux?* Serfdom has
been defended on this ground, and perhaps with greater
justification.

The contrary could also be asserted and has been asserted. Let
us assume that wages mean non-fixity, i.e. advancement beyond a
certain point. Who does not like to get ahead instead of standing
still? Can a relationship be bad which makes possible a bourgeois
progressus in infinitum? Of course, Bastiat himself argues elsewhere
that wages are non-fixity. How else than by non-fixity, by
fluctuations, could it become possible for the worker to stop
working and to become a capitalist, as Bastiat wants him to?

Therefore wages are good because they are fixity; wages are
also good because they are non-fixity. They are good because they
are neither the one nor the other, but at the same time are both
the one and the other. What, relationship is not good, when it is
reduced to a one-sided definition, which is then treated as
position, not as negation? All reasoning chatter, one way or
another, all apologetics, all philistine sophistry is based on this type
of abstraction.

After this general preliminary consideration, we come to
Bastiat’s actual construction.

(Let us note in passing just one more point. His métayer® of
Landes [p. 388], the poor fellow for whom the misfortune of the
wage labourer is compounded by the bad luck of the small
capitalist, might indeed consider himself fortunate if he were put
on fixed wages.)

2 The man forever in need of something?— Ed.
b Sharecropper.— Ed.
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Proudhon’s histoire descriptive and philosophique* does not attain
the level of that of his opponent Bastiat. The original form of
association, in which all associés share in all the risks of chance, is
succeeded by a higher [III-6] form of association freely entered
into by both sides, in which the remuneration of the worker is
fixed. We pass over the ingenuity which first assumes a capitalist
on the one side and a worker on the other, in order afterwards to
derive, from the agreement between the two, the relationship
between capital and wage labour.

The form of association in which the worker is exposed to all
the risks of business—in which all producers are equally exposed
to these risks—and which immediately precedes the wage system,
in which the remuneration of labour attains fixity and becomes
stable, precedes it as thesis precedes antithesis—is, as Bastiat
informs us, the state in which fishing, hunting and pastoralism are
the dominant forms of production and society. First the nomadic
fisherman, the hunter and the herdsman-—and then the wage
labourer. Where and when did this historical transition from the
half-savage to the modern condition take placer If at all, in the
columns of Charivari.

In real history, wage labour arises from the disintegration of
slavery and serfdom—or from the decay of communal property as
among the Oriental and Slav peoples—and, in its adequate,
epoch-making form affecting the entire social existence of labour,
from the decline of the guild economy, of the feudal estates
system, of labour services and income in kind, of industry carried
on as a rural sideline, of small-scale feudal agriculture, etc. In all
these really historical transitions, wage labour appears as the
dissolution, as the destruction of relations in which labour was
fixed in all respects, in respect of income, content, locality, scope,
etc. Hence as negation of the fixity of labour and its remuneration. The
direct transition from the fetish of the African to Voltaire’s étre
supréme*® or from the hunting gear of a North American savage
to the capital of the Bank of England, is not as absurdly
anti-historical as is Bastiat’s transition from the fisherman to the
wage labourer.

(In all these developments, moreover, there is no evidence of
changes coming about as a result of voluntary mutual agreements.)

On a level with this historical construction—in which Bastiat
deceives himself by imagining his shallow abstraction in the

2 Supreme being.— Ed.
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form of an event—is the synthesis in which the English srienpLy
socieTies and the savings banks are presented as the last word in
the wage system and as the transcendence of all social contra-
dictions.

Historically, as we have seen, non-fixity is the character of the
wage system: the opposite of Bastiat’s construction. But how could
he possibly have arrived at the construction of fixity as the
all-compensating characteristic of wages? And what prompted
him to attempt an historical presentation of the wage system
in this specific form as a higher form of the remuneration
of labour, higher than that in other forms of society or asso-
ciation?

All the economists, whenever they discuss the prevailing
relationship of capital and wage labour, of profit and wages, and
wish to prove to the worker that he has no right to share in the
opportunities of gain and in general to reconcile him to his
subordinate role vis-a-vis the capitalist, put great stress on the fact
that the worker, in contrast to the capitalist, enjoys a certain fixity
of income more or less independent of the great abventures of
capital. Just as Don Quixote comforts Sancho Panza with the
thought that while he does indeed get all the stick, there is at least
no need for him to be brave. In other words, Bastiat transforms a
quality which the economists attribute to wages as opposed to
profit, into a quality of wage labour as opposed to earlier forms of
labour and as a progressive development from the remuneration
of labour in these earlier relations. A commonplace put into the
prevailing relationship which consoles one side of the relationship
relative to the other, is taken out of this relationship by Mr. Bastiat
and made into the historical basis of its origin.

The economists declare that in the relationship of wages to
profit, of wage labour to capital, wages have the advantage of
fixity.

Mr. Bastiat declares that fixity, i.e. one of the aspects of the
relationship of wages to profit, is the historical foundation from
which wage labour emerged (or that fixity is the advantage of
wages, not as opposed to profit, but as opposed to the earlier
forms of the remuneration of labour), hence also the historical
foundation of profit, hence that of the whole relation.

In this way, a commonplace concerning one aspect of the
relationship of wages to profit is magically transformed in Bastiat’s
treatment into the historical foundation of this entire relation.
This happens because he is constantly preoccupied with the
thought of socialism, which is then everywhere dreamed up as the
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first form of association. This an example of how important a
form the apologetic commonplaces which accompany the argu-
ments in economic writings assume in Bastiat’s hands.

[III-7] To return to the economists. In what does this fixity of
wages consist? Are wages unalterably fixed? This would completely
contradict the law of demand and supply, which is the basis of
wage determination. No economist denies the fluctuation of wages,
their rise and fall. Or are wages independent of crises? Or of the
machines which render wage labour superfluous? Or of the
divisions of labour which displace it? It would be heterodox to
assert all this, and no one does so.

What is meant is that, over a period of time, wages roughly keep
to an average level, i.e. there is a minimum wage for the whole
[working] class, despite Bastiat’s great detestation of the idea, and
there is a certain average continuity of labour, e.g. wages may
continue to be paid even in cases where profit declines or
completely disappears for a time. Now, what does this mean other
than that, assuming wage labour as the dominant form of labour
and the basis of production, the working class exists by wages and
the individual worker possesses on average the fixity of working
for wages? In other words, a tautology. Where capital and wage
labour is the dominant relation of production, average continuity
of wage labour exists; to that extent there is fixity of wages for the
worker. Where wage labour exists, it exists. And this is what
Bastiat regards as the attribute of wage labour which compensates
for everything else.

To state, moreover, that in the form of society in which capital
has developed, social production is generally more regular, more
continuous, more varied—hence also the income of those engaged
in production “more fixed” —than where capital, i.e. production,
has not been developed to this level, is another tautology which is
inherent in the very concept of capital and of production based on
capital. In other words: who denies that the general existence
of wage labour presupposes a higher development of the produc-
tive forces than that which existed in the stages preceding
wage labour? And how could it occur to the socialists to put
forward greater demands, if they did not assume this higher
development of the social productive forces brought about by
wage labour? The latter is indeed the presupposition of their
demands.

Note. The first form in which wages generally appear is military
pay, which emerges with the decline of national armies and civic
militias. First the citizens themselves are paid [for military service].
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This is soon followed by mercenaries taking their place, who are
no longer citizens.

2) (It is impossible to pursue this nonsense any further. WE, THEREFORE,
prop Mr. Basrtiat.) [111-7]

Written in July 1857
. Published according to the manu-
First published in the journal Die Neue script

Zeit, Bd. 2, No. 27, 1903-04
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[M-1] A) INTRODUCTION®

I. PRODUCTION, CONSUMPTION, DISTRIBUTION,
EXCHANGE (CIRCULATION) 7

1. PRODUCTION

(o) To begin with, the subject to be discussed is material
production.

Individuals producing in a society—hence the socially deter-
mined production by individuals is of course the point of
departure. The individual and isolated hunter and fisherman, who
serves Adam Smith and Ricardo as a starting point,* is one of the
unimaginative fantasies of the 18th century. Robinsonades which,
contrary to the fancies of the historians of civilisation, by no means
signify simply a reaction against over-refinement and a reversion
to a misconceived natural life. No more is Rousseau’s contrat social,’
which by means of a contract establishes a relationship and
connection between subjects that are by nature inperenpent, based
on this kind of naturalism. This is an illusion and nothing but the
aesthetic illusion of the small and big Robinsonades. It is, rather,
the anticipation of “bourgeois society”,” which began to evolve in
the 16th century and was making giant strides towards maturity in
the 18th. In this society of free competition the individual seems
to be rid of the natural, etc., ties which in earlier historical epochs
made him an appurtenance of a particular, limited aggregation of
‘human beings. The prophets of the 18th century, on whose
shoulders Smith and Ricardo were still standing completely,
envisaged this 18th-century individual—a product of the dissolu-
tion of the feudal forms of society on the one hand, and of the
new productive forces evolved since the 16th century on the
other—as an ideal whose existence belonged to the past. They saw

2 See the Introduction to A. Smith’s An Inquiry into the Nature and Causes of the
Wealth of Nations (Vol. I, London, 1835, p. 2) and Section 1II, Chapter 1 of
D. Ricardo’s On the Principles of Political Economy, and Taxation (3rd ed., London,
1821, pp. 16-23).— Ed.
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this individual not as an historical result, but as the starting point
of history; not as something evolving in the course of history, but
posited by nature, because for them this individual was the natural
individual, according to their idea of human nature. This delusion
has been characteristic of every new epoch hitherto. Steuart, who
in many respects was in opposition to the 18th century and as an
aristocrat tended rather to regard things from an historical
standpoint, avoided this naive view.

The further back we go in history, the more does the individual,
and accordingly also the producing individual, appear to be
dependent and belonging to a larger whole. At first, he is still in a
quite natural manner part of the family, and of the family expand-
ed into the tribe'%; later he is part of a community, of one of
the different forms of community which arise from the conflict
and the merging of tribes. It is not until the 18th century, in
“bourgeois society”, that the various forms of the social nexus
confront the individual as merely a means towards his private
ends, as external necessity. But the epoch which produces this
standpoint, that of the isolated individual, is precisely the epoch of
the hitherto most highly developed social (according to this
standpoint, general) relations. Man is a {®ov moAitixév'! in the
most literal sense: he is not only a social animal, but an animal that
can isolate itself [M-2] only within society. Production by an
isolated individual outside society—something rare, which might
occur when a civilised person already dynamically in possession of
the social forces is accidentally cast into the wilderness—is just as
preposterous as the development of language without individuals
who live together and speak to one another. It is unnecessary to
dwell upon this point further. It need not have been mentioned at
all if this inanity, which was understandable in people of the 18th
century, had not been in all seriousness introduced into the most
modern [political] economy by Bastiat, Carey, Proudhon,” etc. It is
of course pleasant for Proudhon, for instance, to give a
historico-philosophical explanation of the origin of an economic
relationship whose historical genesis he does not know by
indulging in a bit of mythology asserting that Adam or Prom-
etheus hit upon the ready-made idea, which was then put into
practice,” etc. Nothing is more tedious and dull than the fantasies
of locus communis.

a See this volume, pp. 10, 13.—Ed.
b P. J. Proudhon, Systéme des contradictions économiques, ou Philosophie de la misére,
Vol. I, Ch. 2, § 1, Paris, 1846, pp. 77-83.— Ed.
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Thus when we speak of production, we always have in mind
production at a definite stage of social development, production
by social individuals. It might therefore seem that, in order to
speak of production at all, we must either trace the historical
process of development in its various phases, or else declare at the
very beginning that we are dealing with one particular historical
epoch, for instance with modern bourgeois production, which is
indeed our real subject-matter. All epochs of production, however,
have certain features in common, certain common determinations.
Production in general is an abstraction, but a reasonable abstraction
in so far as it actually emphasises and defines the common aspects
and thus spares us the need of repetition. Yet this general aspect, or
the common element which is brought to light by comparison, is
itself multiply divided and diverges into different determinations.
Some features are found in all epochs, others are common to a
few epochs. The most modern epoch and the most ancient will
have [certain] determinations in common. Without them produc-
tion is inconceivable. But although the most highly developed
languages have laws and categories in common with the most
primitive ones, it is precisely what constitutes their development
that distinguishes them from this general and common element.
The determinations which apply to production in general must
rather be set apart in order not to allow the unity which stems
from the very fact that the subject, mankind, and the object,
nature, are the same—to obscure the essential difference. On
failure to perceive this difference rests, for instance, the entire
wisdom of modern economists who are trying to prove the eternity
and harmony of the existing social relations. For example, no
production is possible without an instrument of production, even
if this instrument is simply the hand. None is possible without
past, accumulated labour, even if this labour is merely the skill
accumulated and concentrated in the hand of the savage by
repeated [M-3] exercise. Capital is among other things also an
instrument of production, also past, objectified labour. Conse-
quently [modern economists say] capital is a universal and eternal
relation given by nature—that is, provided one omits precisely
those specific factors which turn the “instrument of production”
or “accumulated labour” into capital. The whole history of the
relations of production therefore appears, for instance in Carey, as
a falsification maliciously brought about by the governments.

If there is no production in general, there is also no general
production. Production is always a particular branch of produc-
tion—e.g., agriculture, cattle-breeding, manufacture, etc.—or it is

3*
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the totality [of production]. Political economy, however, is not
technology. The relation of the general determinations of produc-
tion at a given social stage to the particular forms of production is
to be set forth elsewhere (later).

Finally, production is not only particular production, but it is
invariably a definite social body, a social subject, that is active in a
wider or narrower totality of branches of production. The relation
of the scientific presentation to the actual movement does not yet
belong here either. Production in general. Particular branches of
production. Totality of production.

It is fashionable to preface economic works with a general
part—and it is just this that appears under the heading
“Production” (see for instance J. St. Mill*)—which deals with the
general conditions of all production.

This general part comprises or purports to comprise:

1. The conditions without which production is impossible. This
means in fact only that the essential moments of all production are
indicated. But actually this boils down, as we shall see, to a few
very simple definitions, which are expanded into trivial
tautologies.

2. The conditions which promote production to a larger or
smaller degree, as in the case of Adam Smith’s progressive and
stagnant state of society.” In Smith’s work this [proposition] has its
value as an aper¢u, but to raise it to scientific significance an
inquiry into the degree of productivity at various periods in the
development of individual nations would be necessary. Such an
inquiry lies outside the actual framework of the subject, yet those
aspects which are relevant to it must be dealt with in discussing
competition, accumulation, etc. The answer in its general form
amounts to the general statement that an industrial nation is at the
height of its production when it is at all at the height of its historical
development. In ract, a nation is at the height of its industrial
development so long as gaining, not gain, is its principal aim. In
this respect the Yankees are ahead of the English. Or else that for
example certain racial characteristics, climates, natural conditions,
such as maritime position, fertility of the soil, etc., are more
favourable to production than others. This again amounts to the
tautology that wealth is the easier to produce the more—
subjectively and objectively—its elements are available.

2 J. St. Mill, Principles of Political Economy with some of their Applications to Social
Philosophy, Vol. I, London, 1848, pp. 29-236.— Ed.

b A. Smith, An Inquiry into the Nature and Causes of the Wealth of Nations, Vol. 1,
London, 1835, pp. 171-209 and 220-21; Vol. 11, London, 1836, pp. 168-74.— Ed.
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[M-4] But all that is not really what the economists are
concerned with in this general part. It is rather—see for example
Mill*—that production, as distinct from distribution, etc., is to be
presented as governed by eternal natural laws independent of
history, and then bourgeois relations are quietly substituted as
irrefutable natural laws of society in abstracto. This is the more or
less conscious purpose of the whole procedure. As regards
distribution, however, men are said to have indeed indulged in all
sorts of arbitrary action. Quite apart from the crude separation of
production and distribution and from their real relation, it should
be obvious from the outset that, however dissimilar [the mode of]
distribution at the various stages of society may be, it must be
possible, just as in the case of production, to [single out] common
determinations, and it must be likewise possible to confuse or
efface all historical differences in general human laws. For example,
the slave, the serf, the wage worker, all receive an amount of food
enabling them to exist as a slave, serf or wage worker. The
conqueror who lives by tribute, or the official who lives by taxes,
or the landowner who lives by rent, or the monk who lives by
alms, or the Levite who lives by tithes, all receive a portion of the
social product which is determined by laws different from those
that determine the portion of the slave, etc. The two principal
items which all economists include in this section are: (1) property
and (2) safeguarding of property by the judiciary, police, etc.

To this, only a very brief reply is needed:

Regarding (1): All production is appropriation of nature by the
individual within and by means of a definite form of society. In
this sense it is a tautology to say that property (appropriation) is a
condition of production. But it is ridiculous to make a leap from
this to a definite form of property, e.g. private property (this is
moreover an antithetical form, which presupposes non-property as a
condition, too). History shows, on the contrary, that common
property (e.g., among the Indians, Slavs, ancient Celts, etc.) is the
earlier form, a form which in the shape of communal property
continues to play a significant role for a long time. The question
whether wealth develops better under this or under that form of
property is not yet under discussion here. But it is tautological to
say that where no form of property exists there can be no
production and hence no society either. Appropriation which
appropriates nothing is a contradictio in subjecto.

Regarding (2): Safeguarding of what has been acquired, etc. If

a J. St. Mill, op. cit., pp. 25-26 and 239-40.— Ed.
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these trivialities are reduced to their real content, they say more
than their preachers realise, namely, that each form of production
produces its own legal relations, forms of government, etc. The
crudity and lack of comprehension lies precisely in that organically
[M-5] coherent factors are brought into haphazard relation with
one another, i.e., into a merely speculative connection. The
bourgeois economists only have in view that production proceeds
more smoothly with modern police than, e.g., under club-law.
They forget, however, that club-law too is law, and that the law of
the stronger survives, in a different form, even in their
“constitutional State”.

When the social conditions corresponding to a particular stage
of production are just emerging or are already in a state of
dissolution, disturbances naturally occur in production, although
these may be of varying degree and varying effect.

To recapitulate: there are determinations which are common to
all stages of production and are fixed by reasoning as general; the
so-called general conditions of all production, however, are nothing
but these abstract moments, which do not define any of the actual
historical stages of production.

2. THE GENERAL RELATION OF PRODUCTION
TO DISTRIBUTION, EXCHANGE AND CONSUMPTION

Before starting upon a further analysis of production it is
necessary to consider the various rubrics which economists place
alongside it.

The quite obvious conception is this: in production members of
society appropriate (produce, fashion) natural products in accord-
ance with human needs; distribution determines the proportion
in which the individual shares in these products; exchange
supplies him with the particular products into which he wants to
convert the portion accruing to him through distribution; finally,
in consumption the products become objects of use, of ap-
propriation by individuals. Production creates articles corre-
sponding to needs; distribution allocates them according to social
laws; exchange in its turn distributes what has already been al-
located, according to the individual needs; finally, in consump-
tion the product drops out of this social movement, becomes the
direct object and servant of an individual need, which its use
satisfies. Production thus appears as the point of departure,
consumption as the final point, distribution and exchange as the
middle, which has a dual aspect since distribution is determined as
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actuated by society, and exchange as actuated by individuals. In
production the person acquires an objective aspect, in the person
the object acquires a subjective aspect; in distribution, society in
the form of general, dominating determinations takes over the
mediation between production and consumption; in exchange,
they are mediated by the chance determinateness of the indi-
vidual.

Distribution determines the proportion (the quantity) of the
products accruing to the individuals; exchange determines the
products in which the individual claims the share [M-6] assigned to
him by distribution.

Production, distribution, exchange and consumption thus form
a proper syllogism; production represents the general, distribution
and exchange the particular, and consumption the individual case
which sums up the whole. This is indeed a connection, but a
superficial one. Production [according to the political economists]
is determined by general laws of nature, distribution by social
chance, and it may therefore exert a more or less stimulating
influence on production; exchange lies between the two as a
formal social movement, and consumption, as the concluding act,
which is regarded not only as the ultimate aim but as the ultimate
purpose, falls properly outside the sphere of [political] economy,
except in so far as it in turn reacts on the point of departure thus
once again initiating the whole process.

The opponents of the political economists, whether within or
without the latter’s domain, who accuse them of crudely separating
interconnected elements, either argue from the same standpoint
or from an inferior one. Nothing is more common than the
reproach that the political economists regard production too much
as an end in itself. Distribution, they say, is equally important.
This reproach is based on the economic conception that distribu-
tion is an independent sphere in its own right alongside production.
Or [the reproach] that the different moments are not considered
in their unity. As though this separation had not forced its way
from real life into the textbooks, but, on the contrary, from the
textbooks into real life, and as though it were a question of a
dialectical reconciliation of concepts and not of comprehending
actually existing relations.

(a) [Consumption and Production]

Production is directly also consumption. Two-fold consumption,
subjective and objective: [firstly,] the individual, who develops his
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capacities while producing, expends them as well, using them up
in the act of production, just as in natural procreation vital energy
is consumed. Secondly, consumption of the means of production,
which are used and expended and in part (as, for instance, in
combustion) are broken down into the basic elements. Similarly
consumption of raw material, which does not retain its natural
form and condition; these are, rather, extinguished. The act of
production itself is thus in all its moments also an act of
consumption. But the economists concede this. Production as
directly identical with consumption, consumption as directly
coinciding with production, is called by them productive consump-
tion. This idenuty of production and consumption amounts to
Spinoza’s proposition: determinatio est negatio.””

[M-7] But this determination of productive consumption is only
advanced in order to separate consumption that is identical with
production from consumption proper, which is regarded rather as
the destructive antithesis of production. Let us therefore consider
consumption proper.

Consumption is directly also production, just as in nature
consumption of elements and chemical substances is production of
a plant. It is obvious that man produces his own body, e.g.,
through nutrition, a form of consumption. But the same applies to
any other kind of consumption which in one way or another
produces man in some aspect. Consumptive production. But, says
[political] economy, this [type of] production, which is ident-
cal with consumption, is a second [type, one] arising from
the destruction of the first product. In the first [type] the pro-
ducer objectifies himself, in the second the object created
by him personifies itself. Hence this consumptive production—
although it represents a direct unity of production and con-
sumption—is essentially different from production proper. The
direct unity, in which production coincides with consumption
and consumption with production, allows their direct duality to
persist.

Production is thus directly consumption, consumption is directly
production. Each is immediately its opposite. At the same time,
however, a mediating movement takes place between the two.
Production mediates consumption, for which it provides the
material; consumption without production would have no object.
But consumption also mediates production, by providing for the
products the subject for whom they are products. The product
only attains its final rinise in consumption. A railway on which no
one travels, which is therefore not used up, not consumed, is only
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a railway Svvapetr,® not in reality. Without production there is no
consumption, but without consumption there is no production
either, since in that case production would be useless.

Consumption produces production in two ways.

(1) In that only through consumption does a product become a
real product. For example, a dress becomes really a dress only by
being worn, a house which is not lived in is v ract not really a
house; in other words, a product as distinct from a mere natural
object manifests itself as a product, becomes a product, only in
consumption. It is only consumption that, by dissolving the
product, gives it the riNisHING sTROKE, for [the result of] production is
a product not merely as objectified activity, but only as an object
for the active subject.

(2) In that consumption creates the need for new production,
and therefore the ideal, intrinsically actuating reason for produc-
tion, which is the presupposition of production. Consumption
furnishes the urge to produce, and also creates the object which
determines the purpose of production. If it is evident that
production supplies the object of consumption externally, it is
[M-8] equally evident that consumption posits the object of
production ideally, as an internal image, a need, an urge and a

“purpose. Consumption furnishes the objects of production in a
form that is still subjective. No production without need. But
consumption reproduces the need. ‘

This is matched on the side of production,

(1) by the fact that it supplies the material, the object of
consumption. Consumption without an object is no consumption; in
this respect, therefore, production creates, produces consumption.

(2) But it is not only the object that production creates for
consumption. It also gives consumption its definite form, its
character, its rinisH. Just as consumption gave the product its riNisu
as a product, so production gives the rinisu to consumption. For one
thing, the object is not an object in general, but a definite object
which must be consumed in a definite way, a way mediated by
production itself. Hunger is hunger; but hunger that is satisfied by
cooked meat eaten with knife and fork differs from hunger that
devours raw meat with the help of hands, nails and teeth.
Production thus produces not only the object of consumption but
also the mode of consumption, not only objectively but also
subjectively. Production therefore creates the consumer.

(3) Production not only provides the material to satisfy a need,

a Potentially.— Ed.
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but it also provides a need for the material. When consumption
emerges from its original natural crudeness and immediacy—and
its remaining in that state would be due to the fact that production
was still caught in natural crudeness—then it is itself, as an urge,
mediated by the object. The need felt for the object is created by
the perception of the object. An objet d’art—just like any other
product—creates a public that has artistic taste and is capable of
enjoying beauty. Production therefore produces not only an object
for the subject, but also a subject for the object.

Hence production produces consumption: (1) by creating the
material for consumption; (2) by determining the mode of
consumption; (3) by creating in the consumer a need for the
products which it first posits as objects. It therefore produces the
object of consumption, the mode of consumption and the urge to
consume. Similarly, consumption produces the predisposition of the
producer by soliciting him as a purpose-determining need.

The identity of consumption and production thus appears
three-fold:

(1) Direct identity: production is consumption; consumption is
production. Consumptive production. Productive consumption.
Economists call both [M-9] productive consumption, but they still
make a distinction. The former figures as reproduction, the latter
as productive consumption. All investigations into the former are
concerned with productive and unproductive labour, those into
the latter with productive and non-productive consumption.

(2) Each appears as a means of the other, is mediated by it; this
is expressed as their mutual dependence; a movement through
which they are brought into mutual relation and appear to be
indispensable to each other, but nevertheless remain external to
each other. Production creates the material as the external object
for consumption, consumption creates the need as the internal
object, the purpose of production. No consumption without
production; no production without consumption. [This proposi-
tion] appears in political economy in many forms.

(3) Production is not only directly consumption, and consump-
tion directly production; nor is production only a means of
consumption and consumption the purpose of production, in the
sense that each provides the other with its object, with production
supplying the external object of consumption, and consumption
the notional object of production. Each of them is not only
directly the other, nor does it merely mediate the other, but each
of the two, by the fact of its taking place, creates the other, creates
itself as the other. It is only consumption that consummates the act
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of production, since consumption completes the product as a
product by dissolving it, by consuming its independent material
form. Moreover, by the need for repetition consumption raises the
abilities evolved during the first act of production to a skill.
Consumption is therefore the concluding act which not only turns
the product into a product, but also turns the producer into a
producer. Production, on the other hand, produces consumption
by creating the definite mode of consumption, and also by
creating the incentive to consumption, the very capacity to
consume, as a need. The last [kind of] identity, defined in point 3,
has many times been explained by economists when discussing the
relation of demand and supply, of objects and needs, of needs
created by society and natural needs.

After this, nothing is simpler for a Hegelian than to posit
production and consumption as identical. And this has been done
not only by socialist belletrists'* but also by prosaic economists,
such as Say, in declaring that if one considers a nation—or
mankind in abstracto—then its production is its consumption.?
Storch has shown that this proposition of Say’s is wrong,” since a
nation, for instance, does not consume its entire product, but also
creates means of production, etc., fixed capital, etc." Moreover, to
consider society as a single subject is wrong; a speculative
approach. With regard to one subject, production and consump-
tion appear as moments of a single act. One must only [M-9]
emphasise the important point here that production and consump-
tion, if considered as activities of one subject or of many
individuals, appear in any case as moments of a process in which
production is the actual point of departure and hence also the
dominant moment. Consumption as a necessity, as a need, is itself
an intrinsic moment of productive activity. The latter, however, is
the point where the realisation begins and thus also its dominant
moment, the act epitomising the entire process. An individual
produces an object and by consuming it returns again to himself;
he returns however as a productive individual and an individual
reproducing himself. Consumption thus appears as a moment of
production.

But in society, the relation of the producer to the product, once
it has been completed, is extrinsic, and the return of the product

a ]. B. Say, Traité d’économie politique, 4th ed., Vol. II, Paris, 1819, pp. 72 and
74.— Ed.

b H. Storch, Considérations sur la mnature du revenu national, Paris, 1824,
pp. 126-59.— Ed.
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to the subject depends on his relations to other individuals. The
product does not immediately come into his possession. Nor is its
direct appropriation his aim, if he produces in society. Distribution,
which on the basis of social laws determines the individual’s share
in the world of products, intervenes between the producer and the
products, i.e. between production and consumption.

Is distribution, therefore, an independent sphere alongside and
outside production?

(b) [Distribution and Production]

When looking through the ordinary run of economic works, one
is struck at once by the fact that everything is posited twice in
them, e.g. rent, wages, interest and profit figure under the
heading of distribution, while under the heading of production we
see land, labour and capital figure as agents of production. As to
capital, it is evident from the outset that it is posited twice, (1) as
an agent of production, and (2) as a source of income; as
determining and determined forms of distribution. Interest and
profit as such therefore figure in production as well, since they are
forms in which capital increases and grows, and are thus moments
of its very production. As forms of distribution, interest and profit
presuppose capital as an agent of production. They are modes of
distribution whose presupposition is capital as an agent of
production. They are likewise modes of reproduction of capital.

Wages are also wage labour, which is examined in another
section; the determinateness that labour has here as an agent of
production appears as a determinateness of distribution. If labour
were not determined as wage labour, then, as is the case, for
instance, under slavery, its share in the products would not appear
as wages. Finally rent—if we take the most developed form of
distribution by which landed property shares [M-10] in the
products— presupposes large-scale landed property (strictly speak-
ing, large-scale agriculture) as an agent of production, and not
land in general; just as wages do not presuppose labour in
general. The relations and modes of distribution thus appear
merely as the reverse aspect of the agents of production. An
individual whose participation in production takes the form of
wage labour receives a share in the products, the results of
production, in the form of wages. The structure of distribution is
entirely determined by the structure of production. Distribution
itself is a product of production, not only with regard to the
object, {in the sense] that only the results of production can be
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distributed, but also with regard to the form, [in the sense] that
the particular mode of participation in production determines the
specific forms of distribution, the form in which one shares in
distribution. It is altogether an illusion to posit land in production,
and rent in distribution, etc.

Economists like Ricardo, who are mainly reproached with
having paid exclusive attention to production, have accordingly
regarded distribution as the only subject of [political] economy,”
for they have instinctively treated the forms of distribution as the
most definite expression in which the agents of production are
found in a given society.

To the single individual distribution naturally appears as a social
law, which determines his position within [the system of]
production in which he produces; distribution thus being antece-
dent to production. The individual starts out with neither capital
nor landed property. He is dependent by birth on wage labour as
a consequence of social distribution. But this dependence is itself
the result of the existence of capital and landed property as
independent agents of production.

When one considers whole societies, distribution appears in yet
another way to be antecedent to production and to determine it;
an ante-economic ract, as it were. A conquering people divides the
land among the conquerors and in this way imposes a definite
mode of distribution and form of landed property, thus determin-
ing production. Or it turns the conquered into slaves, thus making
slave labour the basis of production. Or a people breaks up the
large landed estates into plots in a revolution; hence gives
production a new character by this new distribution. Or legislation
perpetuates land ownership in certain families, or allocates labour
[as] a hereditary privilege, thus fixing it according to caste. In all
these cases, and they are all historical, distribution does not seem
to be regulated and determined by production but, on the
contrary, production seems to be regulated and determined by
distribution.

[M-11] Conceived most superficially, distribution appears as the
distribution of products, and thus further removed from produc-
tion and quasi-independent of it. But before distribution becomes
the distribution of products, it is (1) distribution of the instru-
ments of production, and (2) (which is another determination of
the same relation) distribution of the members of society among
the various types of production (the subsuming of individuals

a See D. Ricardo, op. cit., Preface, p. V.—Ed.
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under definite relations of production). The distribution of
products is obviously merely a result of this distribution, which is
comprised in the production process itself and determines the
structure of production. To examine production separately from
this distribution, which is included in it, is obviously. idle
abstraction; whereas conversely the distribution of products is
automatically given by that distribution, which is initially a moment
of production. Ricardo, whose object was the understanding of
modern production in its specific social structure, and who is the
economist of production par excellence, for this very reason declares
distribution, not production, the proper subject of modern
[political] economy. This is added proof of the absurdity of those
economists who treat production as an eternal truth, and confine
history to the domain of distribution.

The question as to how this form of distribution determining
production itself relates to production obviously belongs to [the
sphere of] production itself. If it should be said that, since
production must proceed from a specific distribution of the
instruments of production, distribution is at least in this sense
antecedent to and a presupposition of production, then the answer
would be that production in fact has its conditions and presupposi-
tions which constitute moments of it. At the very outset these may
appear as naturally evolved. Through the process of production
itself they are transformed from naturally evolved factors into
historical ones, and although they appear as natural preconditions
of production for one period, they were its historical result for
another. They are continuously changed within production itself.
For example, the employment of machinery altered the distribu-
tion of both the instruments of production and the products.
Modern large-scale landed property itself is the result not only of
modern trade and modern industry, but also of the application of
the latter to agriculture.

The questions raised above can be ultimately resolved into this:
what role do historical conditions generally play in production and
how is production related to the process of history in general?
This question clearly belongs to the analysis and discussion of
production itself.

[M-12] In the trivial form, however, in which these questions
have been raised above, they can be dealt with quite briefly.
Conquests may lead to either of three results. The conquering
people imposes its own mode of production upon the conquered
(for example, the English in Ireland during this century, and
partly in India); or it allows the old [mode of production] to
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continue and contents itself with tribute (e.g. the Turks and
Romans); or interaction takes place, giving rise to something new,
a synthesis ([this occurred] partly in the Germanic conquests). In
all cases it is the mode of production—whether that of the
conquering people or of the conquered or that brought about by a
merging of the two—that determines the new [mode of]
distribution that is established. Although the latter appears as a
presupposition of the new period of production, it is itself a
product of production, not only of the historical [evolution of]
production in general, but of a definite historical [form of]
production.

The Mongols, for example, who caused devastation in Russia,
acted in accordance with their [mode of] production, cattle-
breeding, for which large uninhabited tracts are a fundamental
requirement. The Germanic barbarians, whose traditional [mode
of] production was agriculture involving serfs and an isolated life
in the countryside, could the more easily subject the Roman
provinces to these conditions because the concentration of landed
property carried out there had already uprooted the older
agricultural relations.

It is a long-established view that at certain periods people lived
exclusively by plunder. But to be able to plunder, there must be
something to plunder, and this implies production. Moreover, the
manner of plunder is itself determined by the manner of
production, €.g. a STOCK-JOBBING NATION cannot be robbed in the same
way as a nation of cowherds.

The instrument of production may be taken away by force
directly in the case of slaves. But then the system of production in
the country to which the slave is abducted must admit of slave
labour, or (as in South America,* etc.) a mode of production
appropriate to slave labour must be established.

Laws may perpetuate an instrument of production, e.g., land, in
certain families. These laws acquire economic significance only if
large-scale landed property is in harmony with the mode of social
production, as for instance in England. In France, agriculture was
carried on on a small scale, despite the existence of large estates,
which were therefore broken up by the Revolution. But can the
small plot system be perpetuated, e.g. by laws? Property concen-
trates itself again despite these laws. The influence of laws aimed
at preserving [existing] relations of distribution, and hence their
effect on production, have to be examined specially.

a Marx presumably means the Southern States of the USA.—Ed.
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{M-13] (¢) Lastly, Exchange and Circulation

Circulation itself is only a definite moment of exchange, or it is
also exchange regarded in its totality.

Since exchange is only a mediating moment linking production
and distribution (which is determined by production) with
consumption; since consumption moreover itself appears as a
moment of production, exchange is obviously also comprised in
production as one of its moments.

Firstly, it is clear that the exchange of activities and capacities
which takes place in production itself is a direct and essential part
of production. Secondly, the same applies to the exchange of
products in so far as this exchange is a means for manufacturing
the finished product intended for immediate consumption. To this
extent the act of exchange itself is comprised in production.
Thirdly, what is called excuance between prarers and prarers'® is by
virtue of its organisation entirely determined by production and is
itself a productive activity. Exchange appears to exist independent-
ly alongside production, to be indifferent to it, only in the last
stage, when the product is exchanged directly for consumption.
But (1) [there is] no exchange without division of labour, whether
this is naturally evolved or is itself already the result of an
historical process; (2) private exchange presupposes private
production; (3) the intensity of exchange, its extent and nature,
are determined by the development and structure of production.
E.g. exchange between town and country, exchange in the
countryside, in the town, etc. Thus exchange in all its moments
appears either to be directly comprised in production, or else
determined by it.

The result at which we arrive is, not that production,
distribution, exchange and consumption are identical, but that
they are all elements of a totality, differences within a unity.
Production is the dominant moment, both with regard to itself in
the contradictory determination of production and with regard to
the other moments. The process always starts afresh with
production. That exchange and consumption cannot be the
dominant moments is self-evident, and the same applies to
distribution as the distribution of products. As distribution of the
agents of production, however, it is itself a moment of production.
A definite [mode of] production thus determines a definite [mode
of] consumption, distribution, exchange and definite relations of
these different moments to one another. Production in its one-sided form,
however, is in its turn also determined by the other moments. For
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example, if the market, i.e. the sphere of exchange, expands,
production grows in volume, and becomes more differentiated.
Changes in distribution, e.g. concentration of capital, different
distribution of the population in town and country, and the like,
entail changes in production. Lastly, production is determined by
the needs of consumption. There is an interaction between the
different moments. This is the case with any organic entity.

[M-14] 3. THE METHOD OF POLITICAL ECONOMY

When considering a given country from the standpoint of
political economy, we begin with its population, the division of the
population into classes, town and country, sea, the different
branches of production, export and import, annual production
and consumption, commodity prices, etc.

It would seem right to start with the real and concrete, with the
actual presupposition, e.g. in political economy to start with the
population, which forms the basis and the subject of the whole
social act of production. Closer consideration shows, however, that
this is wrong. Population is an abstraction if, for instance, one
disregards the classes of which it is composed. These classes in
turn remain an empty phrase if one does not know the elements
on which they are based, e.g. wage labour, capital, etc. These
presuppose exchange, division of labour, prices, etc. For example,
capital is nothing without wage labour, without value, money,
price, etc. If one were to start with population, it would be a
chaotic conception of the whole, and through closer definition one
would arrive analytically at increasingly simple concepts; from the
imagined concrete, one would move to more and more tenuous
abstractions until one arrived at the simplest determinations. From
there it would be necessary to make a return journey until one
finally arrived once more at population, which this time would be
not a chaotic conception of a whole, but a rich totality of many
determinations and relations.

The first course is the one taken by political economy
historically at its inception. The 17th-century economists, for
example, always started with the living whole, the population, the
nation, the State, several States, etc., but analysis always led them
in the end to the discovery of a few determining abstract, general
relations, such as division of labour, money, value, etc. As soon as
these individual moments were more or less clearly deduced and
abstracted, economic systems were evolved which from the simple
[concepts], such as labour, division of labour, need, exchange
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value, advanced to the State, international exchange and world
market. :

The latter is obviously the correct scientific method. The
concrete is concrete because it is a synthesis of many determina-
tions, thus a unity of the diverse. In thinking, it therefore appears
as a process of summing-up, as a result, not as the starting point,
although it is the real starting point, and thus also the starting
point of perception and conception. The first procedure at-
tenuates the comprehensive visualisation to abstract determina-
tions, the second leads from abstract determinations by way of
thinking to the reproduction of the concrete.

Hegel accordingly arrived at the illusion that the real was the
result of thinking synthesising itself within itself, delving ever
deeper into itself and moving by its inner motivation; actually, the
method of advancing from the abstract to the concrete is simply
the way in which thinking assimilates the concrete and reproduces
it as a mental concrete. This is, however, by no means the process
by which the concrete itself originates. For example, the simplest
economic category, e.g. exchange value, presupposes population,
population which produces under definite conditions, as well as
[M-15] a distinct type of family, or community, or State, etc.
Exchange value cannot exist except as an abstract, one-sided
relation of an already existing concrete living whole.

But as a category exchange value leads an antediluvian
existence. Hence to the kind of consciousness—and philosophical
consciousness is precisely of this kind—which regards the com-
prehending mind as the real man, and only the comprehended
world as such as the real world—to this consciousness, therefore,
the movement of categories appears as the real act of produc-
tion—which unfortunately receives an impulse from outside—
whose result is the world; and this (which is however again a
tautology) is true in so far as the concrete totality regarded as a
conceptual totality, as a mental concretum, is v ract a product of
thinking, of comprehension; yet it is by no means a product of the
self-evolving concept whose thinking proceeds outside and above
perception and conception, but of the assimilation and transforma-
tion of perceptions and images into concepts. The totality as a
conceptual totality seen by the mind is a product of the thinking
mind, which assimilates the world in the only way open to it, a way
which differs from the artistic-, religious- and practical-intellectual
assimilation of this world. The real subject remains outside the
mind and independent of it—that is to say, so long as the mind
adopts a purely speculative, purely theoretical attitude. Hence the



Introduction 39

subject, society, must always be envisaged as the premiss of
conception even when the theoretical method is employed.

But have not these simple categories also an independent
historical or natural existence preceding that of the more concrete
ones? Ca dépend? Hegel, for example, correctly takes possession,
the simplest legal relation of the subject, as the point of departure
of the philosophy of law.> No possession exists, however, before
the family or the relations of lord and servant are evolved, and
these are much more concrete relations. It would, on the other
hand, be correct to say that families and entire tribes exist which
have as yet only possession and not property. The simpler category
appears thus as a relation of simpler family or tribal associations
with regard to property. In a society which has reached a higher
stage the category appears as the simpler relation of a developed
organisation. The more concrete substratum underlying the
relation of possession is, however, always presupposed. One can
conceive an individual savage who has possessions; possession in
this case, however, is not a legal relation. It is incorrect that
historically possession develops into the family. On the contrary,
possession always presupposes this “more concrete legal category”.
Still, one may say that the simple categories express relations in
which the less developed concrete may have realised itself without
as yet having posited the more complex connection or relation
which is conceptually expressed in the more concrete category;
whereas the more developed concrete retains the same category as
a subordinate relation.

Money can exist and has existed in history before capital, banks,
wage labour, etc., came into being. In this respect it can be said,
therefore, that the simpler category can express relations pre-
dominating in a less developed whole or subordinate relations in a
more developed whole, relations which already existed historically
before the whole had developed the aspect expressed in a more
concrete category. To that extent, the course of abstract thinking
which advances from the elementary to the combined corresponds
to the actual [M-16] historical process.

It can be said, on the other hand, that there are highly
developed, and yet historically less mature, forms of society in
which one finds the most advanced forms of economy, e.g.
cooperation, developed division of labour, etc., but no form of

a This depends.— Ed.
b G. W. F. Hegel, Grundlinien der Philosophie des Rechts, Part 1, §§ 40, 50 and
49-52.— Fd.



40 Introduction

money at all, for instance Peru.'’® In Slavonic communities too,
money—and exchange, which conditions it—occurs little, or not
at all, within the individual community, but 1s used on the borders,
in the intercourse with other communities; and it is altogether
wrong to posit exchange within the community as the original
constituting element. On the contrary, in the beginning exchange
tends to arise in the intercourse of different communities with one
another, rather than among members of the same community.
Moreover, although money plays a role very early-and in diverse
ways, it was a dominant element in antiquity only among nations
determined in one particular manner, i.e. trading nations. Even in
the most advanced antiquity, among the Greeks and Romans,
money reaches its full development, which is presupposed in
modern bourgeois society, only in the period of their disintegra-
tion. Thus this quite simple category does not emerge historically
in its intensive form until the most highly developed phases of
society, and it certainly does not penetrate all economic relations.
For example, taxes in kind and deliveries in kind remained the
basis in the Roman empire even at the height of its development.
In effect, the monetary system in its fully developed form was to
be encountered there only in the army," and it never embraced
the whole of labour.

So although the simpler category may have existed historically
before the more concrete category, its complete intensive and
extensive development can nevertheless occur precisely in a
complex form of society, whereas the more concrete category was
more fully evolved in a less developed form of society.

Labour seems to be a very simple category. The notion of
labour in this universal form, as labour in general, is also as old as
the hills. Nevertheless, considered economically in this simplicity,
“labour” is just as modern a category as the relations which give
rise to this simple abstraction. The monetary system, for example,
still posits wealth quite objectively, as a thing existing independent-
ly in the form of money. Compared with this standpoint, it was a
great advance when the manufacturing or mercantile system
transferred the source of wealth from the object to the subjective
activity—mercantile or manufacturing labour—but it still consid-
ered that only this circumscribed activity itself produced money.
In contrast to this system, the Physiocrats posit one definite form
of labour—agriculture—as wealth-producing, and the object itself
no longer in the guise of money, but as a product in general, as
the universal result of labour. In accordance with the still
circumscribed activity, the product remains a naturally determined
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product, an agricultural product, a product of the earth par
excellence.

[M-17] It was an immense advance when Adam Smith discarded
any definiteness of the wealth-producing activity—for him it was
labour as such, neither manufacturing, nor mercantile, nor
agricultural labour, but all types of labour. The abstract universali-
ty of wealth-creating activity [implies] also the universality of the’
object determined as wealth: product in general, or once more
labour in general, but as past, objectified labour. How difficult
and immense a transition this was is demonstrated by the fact that
Adam Smith himself still occasionally relapses into the Physiocrat-
ic system. It might seem that in this way merely an abstract
expression was found for the simplest and most ancient relation in
which human beings act as producers-—whatever the type of
society they live in. This is true in one respect, but not in another.

The fact that the specific kind of labour is irrelevant presup-
poses a highly developed totality of actually existing kinds of
labour, none of which is any more the dominating one. Thus the
most general abstractions arise on the whole only with the most
profuse concrete development, when one [phenomenon] is seen to
be common to many, common to all. Then it is no longer
perceived solely in a particular form. On the other hand, this
abstraction of labour in general is not simply the conceptual result
of a concrete totality of labours. The fact that the particular kind
of labour is irrelevant corresponds to a form of society in which
individuals easily pass from one kind of labour to another, the
particular kind of labour being accidental to them and therefore
indifferent. Labour, not only as a category but in reality, has
become here a means to create wealth in general, and has ceased
as a determination to be tied with the individuals in any
particularity. This state of affairs is most pronounced in the most
modern form of bourgeois society, the United States. It is only
there that the abstract category “labour”, “labour as such”, labour
sans phrase, the point of departure of modern [political] economy,
is first seen to be true in practice.

The simplest abstraction which plays the key role in modern
[political] economy, and which expresses an ancient relation
existing in all forms of society, appears to be true in practice in
this abstract form only as a category of the most modern society. It
might be said that what is a historical product in the United
States—this indifference to the particular kind of labour—
appears to be among the Russians, for instance, a natural
predisposition. But in the first place, there is an enormous
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difference between barbarians having a predisposition to be
applied to everything, and civilised people applying themselves to
everything. And then, as regards the Russians, this indifference to
the particular kind of labour in practice goes hand in hand with
the traditional stagnation in some very definite kind of labour,
from which they can only be wrenched by external influences.

[M-18] The example of labour strikingly demonstrates that even
the most abstract categories, despite their being valid—precisely
because they are abstractions—for all epochs, are, in the
determinateness of their abstraction, just as much a product of
historical conditions and retain their full validity only for and
within these conditions.

Bourgeois society is the most developed and many-faceted
historical organisation of production. The categories which express
its relations, an understanding of its structure, therefore, provide,
at the same time, an insight into the structure and the relations of
production of all previous forms of society the ruins and
components of which were used in the creation of bourgeois
society. Some of these remains are still dragged along within
bourgeois society unassimilated, while elements which previously
were barely indicated have developed and attained their full
significance, etc. The anatomy of man is a key to the anatomy of
the ape. On the other hand, indications of higher forms in the
lower species of animals can only be understood when the higher
forms themselves are already known. Bourgeois economy thus
provides a key to that of antiquity, etc. But by no means in the
manner of those economists who obliterate all historical differ-
ences and see in all forms of society the bourgeois forms. One can
understand tribute, tithe, etc., if one knows rent. But they must
not be treated as identical.

Since bourgeois society is, moreover, only a contradictory form
of development, it contains relations of earlier forms of society
often only in very stunted shape or as mere travesties, e.g.
communal property. Thus, if it is true that the categories of
bourgeois economy are valid for all other forms of society, this has
to be taken cum grano salis;* for they may contain them in a
developed, stunted, caricatured, etc., form, always with substantial
differences. What is called historical development rests, in general,
on the fact that the latest form regards the earlier ones as stages
leading towards itself and always conceives them in a one-sided
manner, since only rarely, and under quite definite conditions, is it

2 With a grain of salt.— Ed.
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capable of self-criticism (this of course does not apply to historical
periods which regard themselves as times of decline). It was not
until its self-criticism was to a certain extent prepared, as it were
dvvapet, that the Christian religion was able to contribute to an
objective understanding of earlier mythologies. Similarly, it was
not until the self-criticism of bourgeois society had begun that
bourgeois [political] economy came to understand the feudal,
ancient and oriental economies. In so far as bourgeois economy
did not simply identify itself with the earlier economies in a
mythological manner, its criticism of them-—especially of the
feudal economy, against which it still had to wage a direct
struggle—resembled the criticism that Christianity directed against
heathenism, or which Protestantism directed against Catholicism.

[M-19} Just as generally in the case of any historical, social
science, so also in examining the development of economic
categories it is always necessary to remember that the subject, in
this context modern bourgeois society, is given, both in reality and
in the mind, and that therefore the categories express forms of
being, determinations of existence—and sometimes only individu-
al aspects—of this particular society, of this subject, and. that even
from the scientific standpoint it therefore by no means begins at the
moment when it is first discussed as such. This has to be
remembered because it provides the decisive criteria for the
arrangement [of the material].

For example, nothing seems more natural than to begin with
rent, with landed property, since it is bound up with the earth, the
source of all production and all life, and with agriculture, the first
form of production in all more or less established societies. But
nothing would be more erroneous. In every form of society there
is a particular [branch of] production which determines the
position and importance of all the others, and the relations
obtaining in this branch accordingly determine those in all other
branches. It is the general light tingeing all other colours and
modifying them in their specific quality; it is a special ether
determining the specific gravity of everything found in it.

For example, pastoral peoples (peoples living exclusively on
hunting or fishing are beyond the point from which real
development begins). A certain type of agriculture occurs among
them, sporadically, and this determines landed property. It is
common property and retains this form in a larger or smaller
measure, depending on the degree to which these peoples
maintain their traditions, e.g. communal property among the
Slavs. Among peoples with settled agriculture—this settling is
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already a great advance—where agriculture predominates, as in
antiquity and the feudal period, even industry, its organisation
and the forms of property corresponding thereto, have more or
less the character of landed property. Industry is either completely
dependent on it, as with the ancient Romans, or, as in the Middle
Ages, it copies in the town and in its conditions the organisation of
the countryside. In the Middle Ages even capital—unless it was
purely money capital—capital as traditional tools, etc., has this
character of landed property.

The reverse is the case in bourgeois society. Agriculture to an
increasing extent becomes merely a branch of industry and is
completely dominated by capital. The same applies to rent. In all
forms in which landed property rules supreme, the nature
relationship still predominates; in the forms in which capital rules
supreme, the social, historically evolved element predominates.
Rent cannot be understood without capital, but capital can be
understood without rent. Capital is the economic power that
dominates everything in bourgeois society. It must form both the
point of departure and the conclusion and must be analysed
before landed property. After each has been considered separate-
ly, their interconnection must be examined.

[M-20] It would therefore be inexpedient and wrong to present
the economic categories successively in the order in which they
played the determining role in history. Their order of succession
is determined rather by their mutual relation in modern bourgeois
society, and this is quite the reverse of what appears to be their
natural relation or corresponds to the sequence of historical
development. The point at issue is not the place the economic
relations took relative to each other in the succession of various
forms of society in the course of history; even less is it their
sequence “in the Idea” (Proudhon®) (a nebulous notion of the
historical process), but their position within modern bourgeois
society.

It was the predominance of agricultural peoples that made the
trading peoples—Phoenicians, Carthaginians—appear in such
purity (abstract determinateness) in the ancient world. For capital
as merchant or money capital appears precisely in that abstract
form where capital is not yet the dominant factor in society.
Lombards and Jews occupied the same position in relation to
mediaeval agrarian societies.

2 P. ]. Proudhon, op. cit., Vol. I, pp. 145-46.— Ed.
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Another example of the different roles which the same
categories play at different stages of society are joinT-sTock compaNIES,
one of the most recent features of bourgeois society; but they
appear also in its early period in the form of large privileged
commercial companies with rights of monopoly.

. The concept of national wealth finds its way into the works of

the economists of the 17th century as the notion that wealth is
created solely for the State, whose power, on the other hand, is
proportional to this wealth-—~a notion which to some extent
survives among 18th-century economists. This was still the
unintentionally hypocritical form in which wealth itself and the
production of wealth was proclaimed to be the goal of the modern
State, which was regarded merely as a means for producing
wealth.

The arrangement has evidently to be made as follows:

(1) The general abstract determinations, which therefore apper-
tain more or less to all forms of society, but in the sense set forth
above. (2) The categories which constitute the internal structure of
bourgeois society and on which the principal classes are based.
Capital, wage labour, landed property. Their relation to one
another. Town and country. The 3 large social classes. Exchange
between them. Circulation. Credit system (private). (3) The State
as the epitome of bourgeois society. Analysed in relation to itself.
The “unproductive” classes. Taxes. National debt. Public credit.
Population. Colonies. Emigration. (4) International character of
production. International division of labour. International ex-
change. Export and import. Rate of exchange. (5) World market
and crises.

[M-21] 4. PRODUCTION.

MEANS OF PRODUCTION AND RELATIONS OF PRODUCTION.
RELATIONS OF PRODUCTION AND CONDITIONS OF COMMUNICATION.
FORMS OF THE STATE AND OF CONSCIOUSNESS IN RELATION
TO THE RELATIONS OF PRODUCTION AND OF COMMERCE.
LEGAL RELATIONS. FAMILY RELATIONS

NB. Notes regarding points which have to be mentioned here
and should not be forgotten:

(1) War develops [certain features] earlier than peace; the way
in which as a result of war, and in the armies, etc., certain
economic conditions, e.g. wage labour, machinery, etc., were
evolved earlier than within civil society. The relation between
productive power and conditions of communication is likewise
particularly evident in the army.
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(2) The relation of the hitherto existing idealistic historiography to
realistic historiography. In particular what is known as history of
civilisation, which is all a history of religion and states. (In this
context something can also be said about the various kinds of
historiography hitherto existing. So-called objective,'® subjective
(moral and other kinds), philosophical [historiography].)

(3) Secondary and tertiary [relations], in general derived and
transmitted, non-original, relations of production. The influence of
international relations here.

(4) Reproaches about the materialism of this conception. Relation to
naturalistic materialism.

(5) Dialectic of the concepts productive power (means of production)
and relation of production, a dialectic whose limits have to be defined
and which does not abolish real difference.

(6) The unequal development of material production and e.g. art. In
general, the concept of progress is not to be taken in the usual
abstract form. With regard to art, etc., this disproportion is not so
important and [not so] difficult to grasp as within practical social
relations themselves, e.g. in culture. Relation of the United States
to Europe. However, the really difficult point to be discussed here
is how the relations of production as legal relations enter into
uneven development. For example, the relation of Roman civil law
(this applies in smaller measure to criminal and public law) to
modern production.

(7) This conception® appears to be an inevitable development. But
vindication of chance. How. (Of freedom, etc., as well.) (Influence
of the means of communication. World history did not exist
always; history as world- history is a result).

(8) The starting point 1is of course determinateness by nature;
subjectively and objectively. Tribes, races, etc.

(1) As regards art, it is known that certain periods of its
florescence by no means correspond to the general development
of society, or, therefore, to the material basis, the skeleton as it
were of its organisation. For example, the Greeks compared with
the moderns, or else Shakespeare. It is even acknowledged that
certain forms of art, e.g. epos, can no longer be produced in their
epoch-making, classic form after artistic production as such has
begun; in other words that certain important creations within the
compass of art are only possible at an early stage of its

a2 Marx apparently means the conception of history discussed in the preceding
points.— Fd.
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development. If this is the case with regard to the different arts
within the sphere of art itself, it is not so remarkable that this
should also be the case with regard to the entire sphere of art in
its relation to the general development of society. The difficulty
lies only in the general formulation of these contradictions. As
soon as they are specified, they are already explained.

[M-22] Let us take, for example, the relation of Greek art, and
that of Shakespeare, to the present time. We know that Greek
mythology is not only the arsenal of Greek art, but also its basis. Is
the conception of nature and of social relations which underlies
Greek imagination and therefore Greek [art] possible in the age of
SELFACTORs, Tailways, locomotives and electric telegraphs? What is
Vulcan compared with Roberts and Co.," Jupiter compared with
the lightning conductor, and Hermes compared with the Crédit
Mobilier 2 All mythology subdues, dominates and fashions the
forces of nature in the imagination and through the imagination;
it therefore disappears when real domination over these forces is
established. What becomes of Fama beside Printing House
Square?®'? Greek art presupposes Greek mythology, in other
words, nature and even the social forms have already been worked
up in an unconsciously artistic manner by the popular imagina-
tion. This is the material of Greek art. Not just any mythology, i.e.
not any unconsciously artistic working up of nature (here the term
comprises all objective phenomena, including society). Egyptian
mythology could never become the basis or material womb of
Greek art. But at any rate [it presupposes] ¢ mythology. Hence,
on no account a social development which precludes any
mythological, [i.e.] any mythologising, attitude towards nature, and
therefore demands from the artist an imagination independent of
mythology.

Regarded from another angle: is Achilles possible when powder
and shot have been invented? And is the Iliad possible at all when
the printing press and even printing machines exist? Does not the
press bar inevitably spell the end of singing and reciting and the
muses, that is, do not the conditions necessary for epic poetry
disappear?

But the difficulty lies not in understanding that Greek art and
epic poetry are bound up with certain forms of social develop-
ment. The difficulty is that they still give us aesthetic pleasure and
are in certain respects regarded as a standard and unattainable
model. A

An adult cannot become a child again, or he becomes childish.
But does not the naiveté of the child give him pleasure, and must



48 Introduction

he not himself endeavour to reproduce the child’s veracity on a
higher level? Does not the specific character of every epoch come
to life again in its natural veracity in the child’s nature? Why
should not the historical childhood of humanity, where it attained
its most beautiful form, exert an eternal charm as a stage that will
never recur? There are unbred children and precocious children.
Many of the ancient peoples belong to this category. The Greeks
were normal children. The charm their art has for us does not
conflict with the immature stage of the society in which it
originated. On the contrary, that charm is a consequence of this
and is, rather, inseparably linked with the fact that the immature
social conditions which gave rise, and which alone could give rise,
to this art can never recur.

Written in late August 1857 Printed according to the manu-
First published in the journal Die Neue seript
Zeit, Bd. I, Nos. 23-25, 1902-03
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[1-1] II. CHAPTER ON MONEY*

ALFRED DARIMON, DE LA REFORME DES BANQUES, PARIS, 1856

“All the trouble derives from the predominance of the precious metals which is
obstinately being preserved in circulation and exchange” (pp. 1, 2).22¢

Begins with the measures taken by the Banque de France in
October 1855

“to remedy the progressive diminution of its cash reserves” (p. 2).

Wants to give us a statistical tableau of the position of the Bank
in the five months preceding its measures taken in October. For
this purpose, he compares the size of its bullion reserves in each
of these five months with the “fluctuations in its portfolio”, i.e. the
amount of its piscounts (the commercial papers, bills of exchange in
its portfolio). According to Darimon, the figure expressing the
value of the securimizs held by the Bank

“represents the greater or lesser need which the public feels for its services, or,
which amounts to the same, the requirements of circulation” (p. 2).

Which amounts to the same? Not at all. If the amount of the
siLs presented for piscount were identical with the “requirements
of circulation”, strictly speaking of money circulation, the circulation
of notes [its volume] would be determined by the amount of the
bills of exchange discounted. But these movements, so far from
being on average proportional to each other, often bear an inverse
relationship. The amount of the bills of exchange discounted and
its fluctuations express the requirements of credit, while the
amount of money in circulation depends on quite different
factors. In order to arrive at any conclusion about circulation,
Darimon ought first to have compiled a column for the amount of

2 Here and below Marx quotes from Darimon mostly in French.— Ed.
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notes in circulation, alongside the column for the bullion reserves
and that for bills discounted.

In order to discuss the requirements of circulation, it was surely
necessary to establish first of all the fluctuations in actual
circulation. The omission of this necessary term of the comparison
betrays at once amateurish incompetence and deliberate confusion
of the requirements of credit with those of money circulation—a
confusion upon which the entire secret of Proudhonian wis-
dom is in fact based. (As if in a mortality table illnesses figured
on one side and deaths on the other, while births were
overlooked.)

Darimon’s two columns (see p. 3), that for the bullion reserves
of the Bank from April to September on the one side and that for
the changes in its portfolio on the other, express nothing but the
tautological fact, which needs no display of statistical illustrations,
that in proportion as bills were brought to the Bank to withdraw
bullion from it, its portfolio became filled with bills and its vaults
emptied of bullion. And even this tautology, which Darimon seeks
to demonstrate with his table, is not directly expressed in it. It
shows rather that from 12 April to 13 September 1855 the bullion
reserves of the Bank fell by about 144 million [francs], while the
commercial papers in its portfolio rose by about 101 million.* The
decline in the bullion reserves therefore exceeded by 43 million
the increase in the commercial papers discounted. The identity of
the two movements founders on this total result of the movement
over five months.

A more precise comparison of the figures reveals other
discrepancies.®

Bullion reserves in the Bank Bills discounted by the Bank
12 April 432,614,797 frs 322,904,313
10 May 420,914,028 310,744,925

In other words, between 12 April and 10 May, the bullion
reserves fell by 11,700,769, while the volume of securitizs increased
by 12,159,388; i.e. the increase in securities exceeded by about half
a million francs (458,619 frs) the decline in the bullion reserves.
An analogous discrepancy, but to a much more surprising degree,

2 This should read *“108 million”. There are also other numerical inaccuracies
in the section on Darimon and in the 1857-58 manuscript generally. They do not
affect the substance of Marx’s conclusions and are reproduced in the present
edition without correction.— Ed.



4‘&&‘; ' 13.5

Cover of Notebook VII of the manuscript Qutlines of the Critique of Political Economy






Chapter on Money 55

is revealed when we compare the figures for the month of May
with those for June:

Bullion reserves in the Bank Bills discounted by the Bank
10 May 420,914,028 310,744,925
14 June 407,769,813 310,369,439

[I-2] From 10 May until 14 June, therefore, the bullion reserves
fell by 13,144,215 frs. Did the securiies held by the Bank increase
in the same measure? On the contrary, they decreased in the same
period by 375,486 frs. Here, therefore, we have not merely a
simple quantitative disproportion between the fall on the one side
and the rise on the other. Even the inverse relationship between
movements in the two-series has disappeared. An enormous fall
on the one side is accompanied by a relatively small fall on the
other.

Bullion reserves in the Bank Bills discounted by the Bank
14 June 407,769,813 310,369,439
12 July 314,629,614 381,699,256

Comparison of the figures for June with those for July shows a
decline of 93,140,199 in the reserves and an increase of
71,329,717 frs in the securrries. That is, the decline of the former is
21,810,482 frs greater than the increase in the latter.

Bullion reserves in the Bank Bills discounted by the Bank
12 July 314,629,614 381,699,256
9 August 338,784,444 458,689,605

Here we have increases in both columns: in that for the bullion
reserves by 24,154,830, in that for the portfolio by the much
greater sum of 66,990,349 frs.

Bullion reserves in the Bank [Bills discounted by the Bank]
9 August 338,784,444 458,689,605
13 September 288,645,333 431,390,562

The fall of 50,139,111 frs in the bullion reserves was accom-
panied in this period by a decline of 27,299,043 frs in the
securities. (In December 1855, despite the restrictions imposed by
the Banque de France, its reserves were reduced by a further 24
million.)

What is sauce for the goose is sauce for the gander. The facts
that emerge from successive comparison of the five-month period
possess the same claim to trustworthiness as do those resulting
from Mr. Darimon’s comparison of the first and last figures of the

4%
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columns. And what does the comparison show? Truths which
devour one another. Twice there is an increase in the portfolio
and a fall in the reserves, but in such a way that the decrease in
the latter is smaller than the increase in the former (April-May
and June-July). Twice there is a decrease in the reserves
accompanied by a decrease in the portfolio, but the decrease in
the latter i1s not as great as the decrease in the former (May-June
and August-September). Finally, in one case there is an increase
in the reserves and an increase in the portfolio, but the former is
smaller than the latter [July- August]

A decline in one column, a rise in the other; a decline in both
columns; a rise in both columns. So there is anything but a
consistent pattern, above all there is not an inverse relationship
[between the reserves and the portfolio], not even an interaction
[between them], since a decline in the portfolio cannot be the
cause of the fall in the reserves, and an increase in the portfolio
cannot be the cause of the increase in the reserves. The inverse
relationship and interaction is not even established by the isolated
comparison between the figures for the first and the last month
which Darimon makes. If the increase in the portfolio by 101
million does not make good the decline of 144 million in the
reserves, there remains the possibility that the increase in the one
[I-3] and the decrease in the other bear no causal relationship
whatever to each other. The statistical illustration, instead of
giving an answer, has only thrown up a mass of mutually
intersecting questions. Instead of one riddle, three score.

In fact, the riddles would. disappear at once, if only Mr.
Darimon were to set down the columns for note circulation and
deposits alongside those for the reserves and the portfolio (of bills
discounted). A fall in the reserves smaller than the increase in bills
discounted would then be explained thus: either deposits of
bullion have increased at the same time; or a part of the notes
issued in discount was not exchanged for bullion but remained in
circulation; or finally, the notes issued were immediately returned
[to the Bank] in the form of deposits or as payment for overdue
bills, thus not increasing note circulation. A decrease in the
reserves accompanied by a smaller decrease in the portfolio would
be explained by deposits being withdrawn from the Bank or notes
being brought in and exchanged for bullion, its own discounting
thus being impaired by the owners of the withdrawn deposits or of
the notes converted into silver. Finally, a small decrease in the
reserves accompanied by a smaller decrease in the portfolio would
be explained in the same way (we omit the possibility of a drain on
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the reserves for the replacement of silver coinage within the
country, since Darimon does not take account of it in his analysis).

But the columns which would thus have explained each other
would also have proved something which it was not intended to
prove: that the satisfaction of the growing requirements of trade
by the Bank does not necessarily result in an expansion of the
amount of its notes in circulation; that the contraction or
expansion of this note circulation does not correspond to a
contraction or expansion of the Bank’s bullion reserves; that the
Bank does not control the quantity of means of circulation,
etc.—all of them conclusions which conflict with the arguments
which Mr. Darimon is trying to sell. In his haste to present
dramatically his preconceived opinion as to the opposition between
the metallic basis of the Bank, as represented by its bullion
reserves, and the requirements of circulation, represented in his
view by the Bank’s portfolio, he tears two columns from their
necessary complementary context, which in this isolation lose all
meaning, or, if they show anything at all, provide evidence against
himself. We have dwelt upon this fait* to demonstrate from one
example the value of the statistical and positive illustrations of the
Proudhonists. Instead of the economic facts providing the test of
their theories, they prove that they do not master the facts, in
order to be able to play with them. Indeed their way of playing
with the facts demonstrates the origins of their theoretical
abstraction.

Let us follow Darimon further.

When the Bank of France saw its reserves diminished by 144
million and its portfolio increased by 101 million, it took measures
on 4 and 18 October 1855 to protect its vaults against its portfolio.
It raised its discount rate in successive steps from 4 to 5% and
from 5 to 6%, and reduced from 90 to 75 days the time of
payment of bills presented for discount. In other words: it
rendered more difficult the conditions under which it placed its
bullion at the disposal of commerce. What does this show?
According to Darimon,

“that a bank organised on present-day principles, ie. founded upon the
predominance of gold and silver, deprives the public of its services exactly at the
moment when they are most needed” [ibid., p. 3).

Did Mr. Darimon need all his statistics to show that the supplier
raises the price of his services in the same measure that the
demand for them rises (and exceeds them)? And do not the

a2 Matter.— Ed.
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gentlemen who represent “the public” vis-a-vis the Bank follow
the same “agreeable custom of life”*? Do the philanthropic grain
dealers, who present their bills of exchange to the Bank in order
to get notes to exchange for the Bank’s gold, in order to exchange
that gold for grain from abroad, in order to exchange that grain
for the money of the French public, are they by any chance
motivated by the idea that, because the public’s need for grain is
now at its peak, it is their duty to sell grain more cheaply? Or do
they not rather rush to the Bank to exploit the rise in the price of
grain, the need of the public, the imbalance between the public’s
demand and the available supply? And the Bank should be an
exception from this general economic law? Quelle idée!®

But it may be the effect of the present-day organisation of the
banks that gold must be accumulated in so large quantities that the
means of purchase, which could be used most beneficially for the
nation in the case of a grain shortage, are condemned to be idle,
and that in general capital, which should circulate in fruitful [1-4]
transformations of production, is turned into the unproductive
and stagnant basis of circulation. In this case it would mean that,
given the present organisation of the banks, the unproductive
bullion reserves still exceed the necessary minimum, because the
saving of gold and silver within circulation has not yet been
pushed back to its economic limits. It would be a matter of
something more or less on the same basis. But the question would
have been brought down from the socialist heights to the
bourgeois-practical plains in which we find it strolling in the books
of most of the English bourgeois opponents of the Bank of
England. Quelle chute!©

But perhaps it is not a matter of a greater or lesser economy of
gold and silver by means of notes and other banking devices, but
of abandoning the metallic basis of the currency altogether? But
then again, the statistical fable loses its point, and so does its
moral. If the Bank, under whatever conditions, is to export
precious metals in case of an emergency, it must previously have
accumulated them; and if foreign countries are to accept them in
exchange for their commodities, these metals must have asserted
their predominance.

The causes which drained from the Bank its precious metals
were, according to Darimon, a bad harvest and the consequent

2 An allusion to a passage in Goethe’s Egmont, Act V.— Ed.
b What an idea! — Ed.
¢ What a fall! — Ed.
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necessity of importing grain from abroad. He forgets the failure
of the silk harvest and the need of extensive purchases of silk
from China. Darimon also blames the many large-scale undertak-
ings which coincided with the last months of the Paris Industrial
Exhibition.® Again he forgets the vast speculations and ventures
abroad undertaken by the Crédit Mobilier * and its rivals, to show,
as Isaac Péreire says, that French capital distinguishes itself from
that of other countries by its cosmopolitan character, just as the
French language does from other languages. Add to that the
unproductive expenditure occasioned by the Eastern War®: the
loan of 750 million.

In other words, on the one hand a great and sudden shortfall in
two of the most important branches of French production! On the
other hand, an extraordinary use of French capital in foreign
markets for undertakings which created no direct equivalent and
some of which will perhaps never cover their production costs! On
the one hand, the imports which made up for the decline of
domestic production and, on the other hand, the increase in
industrial ventures abroad, required not the tokens of circulation
which serve for the exchange of equivalents, but the equivalents
themselves, not money but capital. In any case, the reduction in
French domestic production was not an equivalent for the
investment of French capital abroad.

Now, suppose that the Bank of France had not rested upon a
metallic basis, and foreign countries had been willing to accept the
French equivalent or capital in any form, not only in the specific
form of the precious metals. Would not the Bank have been
forced just the same to raise its discount rate exactly at the time
when its “public” clamoured most eagerly for its services? The
notes in which the Bank discounts the bills of exchange of this
public are now nothing but drafts on gold and silver. They would
be, on our assumption, drafts on the nation’s store of products
and its immediately employable labour power. The first is limited,
the second is expandable only within very definite limits and in
certain periods of time. On the other hand, the paper-machine is
inexhaustible, as if driven by the power of magic. Simultaneously,
while the failure of the grain and silk harvest enormously
diminished the immediately exchangeable wealth of the nation, the
foreign investments in railways, mines, etc., immobilised im-
mediately exchangeable wealth in a form that created no

a The Paris World Industrial Exhibition, May to November 1855.— Ed.
b The Crimean War, 1853-56.— Ed.
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immediate equivalent and therefore swallowed it up for the
moment without compensation! Thus the immediately exchange-
able wealth of the nation which can circulate and can be exported,
absolutely diminished! On the other hand, unrestricted growth of
the issue of bank drafts. The immediate consequence: a rise in the
price of manufactured goods, of raw materials and of labour. On
the other hand, a fall in the price of bank drafts. The Bank would
not have expanded the national wealth by the touch of a magic
wand, but would only have depreciated its own paper as a result
of a very ordinary operation. Would this depreciation not have led
to a sudden paralysis of production?

But no, exclaims the Proudhonist. OQur new bank organisation
would [I-5] not be content with the negative merit of abolishing
the metallic basis and leaving everything else as it was. It would
create entirely new conditions of production and intercourse, and
therefore intervene under entirely new circumstances. Did not the
introduction of our present banks in its time revolutionise the
conditions of production? Would modern large-scale industry have
become possible without the concentration of credit which this
effected; without the interest from the national debt which this
created in opposition to rent of land, thereby creating finance in
opposition to landed property, the monevep INTEREST In Opposition to
the rLanpep inTerEST? Would the joint-stock companies, etc., and the
thousand-fold forms of note circulation, which are as much
products as they are conditions of production for modern
commerce and modern industry, be possible without this new
institute of circulation?

We have now arrived at the basic question, which is no longer
connected with our point of departure. The general question is: is
it possible to revolutionise the existing relations of production and
the corresponding relations of distribution by means of changes in
the instrument of circulation—changes in the organisation of
circulation? A further question: can such a transformation of
circulation be accomplished without touching the existing relations
of production and the social relations based on them? If every
such transformation of circulation were itself to presuppose
changes in the other conditions of production and social upheav-
als, that would of course be the end of the doctrine which
advocates smart gimmicks in the sphere of circulation in order to
prevent changes from assuming a violent character on the one
hand, and on the other to cast the changes themselves in the role
not of the premiss but on the contrary of the gradual result of
reforms in the sphere of circulation. The fallacy of this basic
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premiss would suffice to prove the same misunderstanding
concerning the inner connection between the relations of produc-
tion, distribution and circulation.

Of course, the historical example referred to above is not
conclusive, since the modern institutions of credit were as much a
result as a cause of the concentration of capital, representing only
an aspect of this process, and the concentration of wealth may be
accelerated as much by lack of circulation (as in ancient Rome) as
by improved circulation.

It should further be investigated, or rather it would be relevant
to the general question: whether the various civilised forms of
money—metal coinage, paper money, credit notes, labour money
(this last as a socialist form)—can achieve what is required of them
without abolishing the production relation itself which is expressed
in the category of money; and whether it is not then necessarily a
self-defeating effort to seek to overcome the essential conditions of
a relationship by effecting a formal modification within it. The
various forms of money may correspond better to social produc-
tion at various stages of its development; one form may remove
certain shortcomings with which the other cannot cope. But none
of them, so long as they remain forms of money, and so long as
money remains an essential relation of production, can resolve the
contradictions inherent in the money relationship, they can all
only express these contradictions in one form or another. Though
oné form of wage labour may overcome the defects of another,
none can overcome the defects of wage labour itself. One lever
may overcome better than another the resistance of matter at rest.
But all depend upon the fact that the resistance remains.

Naturally, the general question of the relationship of circulation
to the other relations of production can be raised only at the
conclusion. But at a first glance it is suspicious that Proudhon and
his followers never once pose it in its pure form, but only
occasionally declaim about it. Whenever it is touched upon, we
shall have to examine it carefully.

What emerges immediately from Darimon’s introduction is that
he completely identifies money circulation with credit, which is an
economic fallacy. (Crédit gratuit* incidentally, is only a hypocritical,
philistine and timid reformulation of “La propriété c’est le vol”?*®
Instead of the workers taking away capital from the capitalists, the
capitalists are to be compelled to give it to them.) This is another

4 Free credit.— Ed.
b Property is theft.— Ed.
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point to which we shall have to return.

In discussing the topic itself, Darimon gets no further than the
point that the banks, which deal in credit, like the merchants, who
deal in commodities, or the workers, who deal in labour, sell at a
higher price when demand rises in relation to supply, i.e. they
make it more difficult for the public to obtain their services at the
very moment when the public most needs them. As we have seen,
the Bank must do this, whether it issues convertible or inconverti-
ble notes.

The policy of the Bank of France in October 1855 gave rise to
an “‘immense clameur” (p. 4) and a “‘grand débat” between it and the
spokesmen of the public. Darimon summarises, or rather claims to
summarise, this debate. We follow him here only occasionally,
because his résumé shows the weakness of both of the opposing
parties—their continual desultory digressions, their blind tapping
around among superficialities. Each of the opponents constantly
drops his weapon in order to look for another. Neither manages
to strike a blow, not only because they are constantly changing the
weapons with which they should be fighting each other, but
equally because they meet on one ground only to flee at once to
another.

(From 1806 to 1855, the discount rate in France was never as
high as 6%; for 50 years virtually immuable a 90 jours le maximum
de Uéchéance des effets de commerce?)

The weakness of the arguments with which Darimon lets the
Bank defend itself, and his own misconception, emerge e.g. from
the following passage of his fictitious [I-6] dialogue:

The opponent of the Bank says:

“Owing to your monopoly you dispense and regulate credit. When you are

harsh, the private discount brokers not only emulate you, but even exceed your
harshness... By your measures you have brought business to a stop” (p. 5).

The Bank replies ““humblement”:

”"What do you want me to do?... To safeguard myself against foreigners I must
safeguard myself against my own nationals... Above all, I must prevent the outflow
of hard cash, without which I am nothing and can do nothing” (p. 5).

A folly is here imputed to the Bank. It is made to evade the
question, to take refuge in a general phrase, so that it may be
answered with a general phrase. In this dialogue the Bank shares
Darimon’s illusion that it really regulates credit by means of its
monopoly. In fact, the power of the Bank only begins where the

2 For 50 years the term of bills of exchange remains virtually unchanged at 90
days.— Ed.
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power of the private “escompteurs”® ends, that is, at a moment
when its own power is already extraordinarily limited. Suppose the
Bank were to allow the discount rate to remain at 5% at a time
when the moNey MaRKET was in an easy state, and when everyone was
therefore discounting at 2'/,%. The escompteurs, instead of
emulating the Bank, would discount all its business under its very
nose. Nowhere is this shown more clearly than in the history of
the Bank of England after the 1844 Act,” which made the Bank a
real rival of the private Bankers in the discount business, etc. The
Bank of England, in order to secure itself a share, and a growing
share, of the discount business during the periods of easiness in the
money market, was continually forced to lower its discount rate,
not only to the level maintained by the private Bankers, but often
below it. Its “regulation of credit” is therefore to be taken cum
grano salis,” whereas Darimon makes his superstitious belief in the
Bank’s absolute control of the money market and of credit the
starting point of his argument.

Instead of critically examining the conditions of the Bank’s real
power over the money market, he at once clings to the phrase that
casu is its supreme concern and that it must prevent its outflow
abroad. A professor of the College de France* (Chevalier) replies:

“Gold and silver are commodities just like any other... The only use of its
bullion reserves is to be sent abroad for purchases in times of need.”

The Bank replies:

“Metallic money is not a commodity like any other; it is an instrument of
exchange, and, by virtue of this title, it enjoys the privilege of laying down the law
for all other commodities.”

Here Darimon jumps in between the combatants:

“Therefore one must attribute not only the present crisis but also the periodic
commercial crises to this privilege enjoyed by gold and silver of being the only
authentic instruments of circulation and exchange.”

To avoid all the inconveniences of crises,

“it would be sufficient for gold and silver to become commodities just like any
other, or, to be precise, for all commodities to become instruments of exchange of
the same rank (au méme titre) (by virtue of the same title) as gold and silver; for
products to be truly exchanged for products” (pp. 5-7).

Shallowness with which the controversy is here presented. When
the Bank issues drafts on money (notes), and promissory notes on

a Discount brokers.— Ed.
b With a grain of salt.— Ed.
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capital which are repayable in gold or silver (deposits), it is,
self-evidently, only up to a point that it can look on and tolerate
the diminution of its bullion reserves without taking steps against
it. This has nothing to do with the theory of metallic money. We
shall return to Darimon’s theory of crises.

In the section entitled Petite histoire des crises de circulation}
Mr. Darimon ignores the English crisis of 1809-11, and confines
himself for 1810 to mentioning the appointment of the Bullion
Committee. For 1811 he again ignores the real crisis (which began
in 1809) and confines himself to mentioning the adoption by the
House of Commons of the resolution that

“the depreciation of the notes against bullion resulted from the rise in the price
of bullion, not from the depreciation of paper money”,

and Ricardo’s pamphlet® which asserts the opposite, and which
is supposed to conclude:

“Money, in its most perfect state, is paper money” ([Darimon,] pp. 22, 23).

The crises of 1809 and 1811 were important in this respect
because the Bank at that time issued inconvertible notes, hence the
crises could not possibly have resulted from the convertibility of
the notes into gold (metal), and hence also could not possibly have
been prevented by the abolition of convertibility. Like a nimble
tailor Darimon skips over these facts which refute his theory of
crises. He clings to Ricardo’s aphorism, which had nothing to do
either with the question at issue or with the subject matter of the
pamphlet—the depreciation of banknotes. He ignores the fact that
Ricardo’s theory of money has been totally refuted, as have been
its false assumptions that the Bank controls the amount of notes in
circulation, that the amount of means of circulation determines
prices, whereas on the contrary prices determine the amount of
means of circulation, etc. In Ricardo’s time no detailed investiga-
tions into the phenomena of money circulation were yet available.
This by the way.

Gold and silver are commodities like the others. Gold and silver
are not commodities like the others: as universal instruments of
exchange they are privileged commodities and degrade the other
commodities by virtue of this very privilege. This is the final
analysis to which Darimon reduces the antagonism. His final

2 Darimon’s title of this section is “Petite histoire des banques de circulation”
(De la réforme des bangues, p. 20).— Ed.
b The High Price of Bullion a Proof of the Depreciation of Bank Notes.— Ed.
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decision is: abolish this privilege of gold and silver, demote them
to the level of all other commodities. Then you do not abolish the
specific evil of gold and silver money, or of notes convertible into
gold and silver. You do away with all evils. Or rather promote all
commodities to the monopoly status now possessed by gold and
silver. Let the Papacy remain, but make everyone Pope. Do away
with money by turning every commodity into money and
endowing it with the specific properties of money.

Here the question arises whether the problem does not express
its own absurdity, and hence whether the impossibility of a
solution does not lie already in the conditions set by the problem.
The answer can often consist only in the critique of the question,
can often be provided only [I-7] by denying the question itself.

The real question is: does not the bourgeois system of exchange
itself make a specific instrument of exchange necessary? Does it
not of necessity create a special equivalent of all values? One form
of this instrument of exchange, or of this equivalent, may be
handier, more appropriate, entail fewer inconveniences than
another. But the inconveniences resulting from the existence of a
special instrument of exchange, of a special and yet general
equivalent, are bound to reproduce themselves (if in different
ways) in every form. Darimon naturally passes over this question
with enthusitasm. Abolish money and do not abolish it! Abolish the
exclusive privilege which gold and silver possess by virtue of their
exclusive status as money, but convert all goods into money, i.e.
give to all in common a property which, bereft of exclusiveness, no
longer exists.

In the bullion drains there does indeed appear a contradiction
which Darimon conceives and tries to resolve equally superficially.
It becomes apparent that gold and silver are not commodities just
like the others, and modern political economy is suddcnly shocked
always to find itself temporarily back among the pre]udlces of
mercantilism. The English economists try to resolve the difficulty
by making a distinction. What is required at times of such
monetary crises, they say, is not gold and silver as money, gold
and silver as coin, but gold and silver as capital. They forget to
add: capital, but capital in the definite form of gold and silver.
Why otherwise the outflow of precisely these commodities, while
most others are depreciating from a lack of outflow, if capital were
exportable in any form?

Let us take particular examples: a praiv resulting from a bad
domestic harvest of some staple food (e.g. grain); or from a bad
harvest abroad and therefore a rise in the price of an imported
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object of mass consumption (e.g. tea); a prav because of a crop
failure in wvital industrial raw materials (cotton, wool, silk, flax);
a praiv caused by excessive imports (through speculation, war, etc.).
The replacement of a sudden or lasting shortage (of grain, tea,
cotton, flax, etc.) causes the nation a double loss in case of a bad
domestic harvest. A part of the country’s invested capital or labour
is not reproduced —a real loss of production. A part of the repro-
duced capital must be released to fill the gap, a part, that is, which
is not simply arithmetically proportionate to the shortfall, for the
price of the scarce product rises, and necessarily so, on the world
market, because of the reduced supply and increased demand.

It is necessary to investigate closely what such crises would be
like in the absence of the money factor, and what specific
determinants money introduced within the given relationships.
(Bad grain harvests and excessive imports the chief cases. War
self-evidently too, since in economic terms it is the direct
equivalent of a nation throwing a part of its capital into the water.)

The case of a bad grain harvest: comparing the nation affected
with another, it is clear that its capital (not only its real wealth) has
diminished, as clear as that the peasant who has burnt the dough
for his bread and must now buy it from the baker is impoverished
by the amount of his purchase. With respect to the domestic
situation, the rise in the price of grain seems, so far as value is
concerned, to leave everything unchanged, except that the
reduced quantity of grain multiplied by the increased price in case
of real bad harvests never equals the normal quantity multiplied
by the lower price.

Suppose the wheat production of England were reduced to 1
quarter, and this 1 quarter fetched the same price as previously 30
million quarters of wheat. Then the nation, if we ignore the fact
that it would lack the means for the reproduction of both life and
grain, and if we assume that the working day needed for the
reproduction of 1 quarter of wheat=gq, would exchange aXx30
million working days (production costs*®) for 1Xa working days
(product). The productive power of its capital would have declined
millions of times, and the sum of values owned in the country
would have been reduced, for each working day would have
depreciated 30 million-fold. Every item of capital would now
represent only '/sp000000 Of its former value, of its equivalent in
production costs, although in the given case the nominal value of
the nation’s capital would not have diminished (apart from the
depreciation of land) because the diminished value of the other
products would be exactly compensated for by the increased value
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of the 1 quarter of wheat. The 30 million-fold rise in the price of
wheat would express an equal depreciation of all other products.

Incidentally, this distinction between home and abroad is quite
illusory. The relationship of the nation which suffers the grain
shortage to the foreign nation from which it buys, is identical to
that of every individual in that nation to the farmer or grain
merchant. The extra sum that he must expend for the purchase of
grain is a direct diminution of his capital, of his disposable means.

In order not to confuse the issue by introducing non-essential
influences, we must assume a nation with rree TraDE in grain. Even
if the imported grain were as cheap as the home-produced, the
nation would be poorer to the extent of the capital not
reproduced by the farmers. However, in the case we have
assumed, the nation always imports as much foreign grain as may
be imported at the normal price. A growth in imports thus
presupposes a rise in price.

The rise in the price of grain implies a fall in the price of all
other commodities. The increased production costs (represented
by the price) at which a quarter of grain is obtained, imply a
reduction in the productivity of the capital that exists in all other
forms. The increased amount spent on the purchase of grain
implies a corresponding diminution in the amount available for
the purchase of all other products, and therefore an automatic fall
in their prices. With or without metallic or any other kind of
money, the nation would find itself in a crisis, affecting not only
grain but all other branches of production, not only because their
productivity would be actually diminished, and the price of their
output depreciated in relation to the value determined by normal
production costs, but also because all contracts, bonds, etc., are
based on the average price of products. E.g. x bushels of grain
must be delivered for the national debt, but the production costs
of these x bushels have been increased by a definite proportion.

Quite irrespective of money, the nation [I-8] would therefore be
in a general crisis. Apart not only from money, but even from the
exchange value of the products, the products would have
depreciated, the productivity of the nation would have declined, in
so far as all its economic relations are based upon an average
productivity of its labour.

Thus the crisis caused by a bad grain harvest is in no case
produced by the pra or suLLion, although it can be aggravated by
attempts to stem this prain.

In any case, we cannot follow Proudhon in saying that the crisis
is due to the fact that the precious metals alone possess authentic
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value in contrast to all other commodities*; for the rise in the
price of grain means first of all only that more gold and silver
must be exchanged for a given quantity of grain, i.e. that the price
of gold and silver has fallen in relation to that of grain. Gold and
silver therefore share in the depreciation of all other commodities
relative to grain, from which no privilege protects them. The
depreciation of gold and silver against grain is identical with the
rise in the price of grain. (Not quite correct. A quarter of grain
rises from 50 s. to 100 s., i.e. by 50%, but cotton goods fall by
100%. Silver has fallen against grain by only 50%, but cotton
goods (because of slack demand, etc.) by 100%, i.e. the fall in the
price of other commodities is greater than the rise in the price of
grain. But the contrary may also take place. For example, in
recent years when grain temporarily rose by 100%, industrial
products did not depreciate in anything like the proportion in
which gold had done compared to grain. This circumstance does
not affect the general argument for the moment.) Nor can gold
be said to possess a privilege by virtue of the fact that, as coinage,
its quantity is exactly and authentically determined. A thaler
(silver) remains under all circumstances a thaler. So does a bushel
of wheat remain a bushel, and a yard of linen remain a yard.

The depreciation of most commodities (labour included) and the
ensuing crisis in the case of a significant failure of the grain
harvest cannot therefore be naively ascribed to the export of gold,
since the depreciation and the crisis would occur even if no
domestic gold were exported and no foreign grain imported. The
crisis reduces itself simply to the law of supply and demand,
which, as we all know, operates much more sharply and
energetically in the sphere of primary necessities—at the national
level——than in all other spheres. The export of gold is not the
cause of the grain crisis, but the grain crisis is the cause of the
export of gold.

Gold and silver in themselves can be said to affect the crisis and
to aggravate its symptoms in only two ways: (1) In so far as the
export of gold might be hindered because of the bullion-holding
conditions by which the banks are bound; in so far as the
measures taken by the Bank to counteract this gold export might
adversely affect internal circulation. (2) In so far as the export of
gold becomes necessary, because foreign nations will accept capital
only in the form of gold and in no other form.

2 P. J. Proudhon, Systéme des contradictions économiques, ou Philosophie de la misére,

Vol. 1, pp. 68-70.— Ed.
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Difficulty No. 2 can persist even if difficulty No. 1 is removed.
The Bank of England experienced it precisely during the period
when it was legally authorised to issue inconvertible notes. The
notes fell against gold bullion, but equally the minT price oF coLp fell
against its bullion price. Gold had become a special kind of
commodity as distinct from banknotes. It can be said that the note
remained dependent upon gold in so far as it nominally
represented a definite quantity of gold for which v ract it was not
redeemable. Gold remained its denominator although the note was
legally no longer exchangeable for this quantity of gold at the
Bank.

There is surely no doubt (?) (this is to be investigated later and
is not directly relevant to the osjecr v question) that so long as
paper money is denominated in terms of gold (i.e. so long as e.g. a
£5 note is the paper representative of 5 sovereigns) the
convertibility of the note into gold remains for it an economic law,
whether or not it exists politically. Even from 1799 to 1819°° the
notes of the Bank of England continued to state that they
represented the value of a definite quantity of gold. How can this
assertion be put to the test other than by the fact that the
banknote actually commanded such and such a quantity of
bullion? From the moment that a £5 note could no longer be
exchanged for bullion equal to 5 sovereigns, the note was
depreciated, even though it was inconverTieLe. The equality of the
face value of the note with a definite value of gold immediately
entered into contradiction with the actual inequality between notes
and gold.

Thus the controversy in Britain among those who adhere to
gold as the denominator of the note, is not really about the
convertibility of the note into gold—which is only the practical
equation that the face value on the note expresses theoretically—
but about how this convertibility is to be secured: whether by the
legal imposition of restrictions on the Bank, or by non-
interference. The advocates of the latter course assert that with a
bank of issue which gives advances on bills of exchange, and
whose notes therefore have a secured reflux, convertibility is
guaranteed on THe averace, and that their opponents never achieve
more than this average security anyhow. The latter is a racr. The
average, incidentally, is not to be despised, and calculations of the
average must constitute the basis of the banks’ activities no less
than they do that of all insurance companies, etc. In this respect
the Scottish banks above all are justly pointed to as models.

The strict bullionists for their part argue that they take [I-9]
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convertibility seriously—that the necessity of convertibility is
imposed by the denomination of the note itself, that the obligation
of the bank to convert maintains the convertibility of the note and
restrains overassue, and that their opponents are disguised sup-
porters of inconvertibility. Between these two positions a variety of
shadings, a mass of little “espéces”.

Finally, the defenders of inconvertibility, the uncompromising
anti-bullionists, are, without knowing it, disguised supporters of
convertibility just as much as their opponents are of inconvertibili-
ty, because they allow the existing denomination of the note to
remain and in practice therefore make the equation of a note of a
particular denomination to a particular quantity of gold the
measure of the full value of their notes.

In Prussia there is paper money with forced currency. (A reflux
is assured for it in so far as a proportion of taxes must be paid in
paper money.) These paper thalers are not drafts on silver, they
are not legally exchangeable for it at any bank, etc. They are not
loaned by any commercial bank against bills of exchange, but are
paid out by the government to meet its expenses. But the notes
are denominated in terms of silver. A paper thaler is supposed to
represent the same value as a silver thaler. If either confidence in
the government were seriously undermined, or this paper money
were issued in greater amounts than required by the needs of
circulation, the paper thaler would in practice cease to be equal to
the silver thaler; it would depreciate, because it would have sunk
below the value expressed by its denomination. It would even
depreciate if none of the above-mentioned circumstances obtained,
but if an exceptional demand for silver, e.g. for export, were to
give silver a privilege over the paper thaler.

Convertibility into gold and silver is therefore in practice the
measure of value of any paper currency denominated in terms of
gold or silver, whether that currency is legally convertible or not.
A nominal value is only a shadow running alongside its body;
whether the two coincide must be proved by the actual convertibil-
ity (exchangeability) of the note. A decline of real value below
nominal value is depreciation. Actual parity of nominal and real
values, exchangeability, is convertibility. With {legally] inconverti-
ble notes, convertibility shows itself not at the counter of the bank
but in the day-to-day exchange between paper money and the
metallic currency whose denomination it bears. Actually, the
convertibility of convertible notes is already endangered when it is

a Species.— Ed.
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no longer confirmed by normal business throughout the country
but by special large experiments at the counter of the bank.

In the rural areas of Scotland, paper money is actually
preferred to metallic currency. Before 1845, when the English Act
of 1844 was imposed on it, Scotland was naturally affected by all
English social crises, and in many cases to a higher degree, for in
Scotland the creariNG oF THE LAND was carried out more ruthlessly.”
Nevertheless, Scotland did not experience a real monetary crisis
(that a few banks here and there went bankrupt, because they
extended credit recklessly, is not relevant here); there was no
depreciation of banknotes, no complaints or investigations as to
whether the quantity of currency in circulation was sufficient or
not, etc.

Scotland is important in this context, because it shows on the
one hand how the money system on its present basis can be
completely regulated—all the evils deplored by Darimon
abolished —without abandonment of the present social basis;
indeed, while its contradictions, its antagonisms, the conflict of
classes, etc., actually reach a higher degree than in any other
country in the world. .

It is significant that Darimon, as well as Emile Girardin, his
protector, who writes an introduction to his book and who
complements his practical swindling with theoretical utopianism,
does not find the antithesis to the monopoly banks like the Baxk or
Excranp and the Bank or France in Scotland, but looks for it in the
United States, where the banking system, because of the State
charters required, is only nominally free, and where you do not
have free competition among banks but a federative system of
monopoly banks.

The Scottish banking and money system was indeed the most
dangerous reef for the illusions of the circulation-tricksters. Gold
and silver coins (where a bimetallic legal stanparp does not exist)
are not said to depreciate whenever their relative value compared
to all other commodities changes. Why not? Because they are their
own denominator; because their denomination is not that of a
value, i.e. they are not valued in terms of a third commodity, but
only express fractional parts of their own material. 1 sovereign=so
much gold of such and such a weight.

Gold is therefore nominally undepreciable, not because it alone
expresses an authentic value, but because as money it expresses no
value ar aLL, only a certain quantity of its own material, because its
own quantitative measure is stamped on its brow. (Later to be
investigated more closely whether this distinctive feature of gold
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and silver money is ultimately an immanent property of every
form of money.)

Misled by this nominal undepreciability of metallic currency,
Darimon and his colleagues see only the one aspect which becomes
apparent during a crisis, the appreciation of gold and silver
against almost all other commodities; they fail to see the other
aspect, the depreciation of gold and silver or money against all other
commodities (with the possible, but not invariable, exception of
labour) in periods of so-called prosperity, the periods of a
temporary general rise in prices. As this depreciation of metallic
money (and all types of money based on it) always precedes its
appreciation, they should have posed their problem the other way
round: how to prevent the periodic recurrence of the depreciation
of money (in their language, how to abolish the privileged status
of commodities as against money). Formulated in this way, the
riddle would have solved itself at once: abolish the rise and fall in
prices. That means, do away with prices. That, in turn, means
abolishing exchange value, which, in its turn, requires the abolition
of the system of exchange corresponding to the bourgeois
organisation [I-10] of society. This last entails the problem of
revolutionising bourgeois society economically. Then it would have
become evident from the start that the .evils of bourgeois society
cannot be remedied by bank “transformations” or the establish-
ment of a rational “money system”.

Convertibility, legal or otherwise, therefore remains a require-
ment of any kind of money whose denomination makes it into a
token of value, i.e. equates it quantitatively to a third commodity.
This equation already implies its antithesis, the possibility of
non-equivalence; just as convertibility implies its opposite, incon-
vertibility, and appreciation implies depreciation, duvaper,” as
Aristotle would say.

Let us assume, for instance, that the sovereign was not only
called “sovereign”, which is a mere title of honour for the xth
fraction of an ounce of gold (accounting name), as “metre” is for
a particular length, but that it was called, sav, x hours of labour time.
'/ ounce of gold is in fact nothing but materialised, objectified, x
hours of labour time. But the gold is past labour time, defined
labour time. This denomination would make a particular quantity
of labour in general into its standard. A pound of gold would
have to be convertisLe into x hours of labour time, would have to

2 Potentially.— Ed.
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be able to purchase these at any time. As soon as it could purchase
more or less labour, it would appreciate or depreciate; in the latter
case, its convertibility would cease to exist.

Not the labour time incorporated in [previous] output, but the
currently necessary labour time determines value. Take the pound
of gold itself: let it be the product of 20 hours of labour time.
Suppose that for some reason it later requires only 10 hours to
produce a pound of gold. The pound of gold, whose denomina-
tion asserts that it=20 hours of labour time, would now only=10
hours of labour time, since 20 hours of labour time=2 pounds of
gold. Ten hours of labour in fact exchange for 1 pound of gold;
therefore 1 pound of gold can no longer exchange for 20 hours of
labour.

Gold money with the plebelan denomination x hours of labour,
would be more subject to fluctuations than any other kind of
money, and especially more than the present gold money;
because gold cannot rise or fall against gold (being equal to itself),
while the past labour time embodied in a definite quantity of gold
must continually rise or fall against present living labour time. To
maintain its convertibility, the productivity of an hour’s labour
would have to be kept constant. Indeed, according to the general
economic law that production costs fall continually, that living
labour becomes more and more productive, and that the labour
time objectified in products therefore continually depreciates,
constant depreciation would be the inevitable fate of this gold
labour money. One could say that, to overcome this drawback, the
denomination of labour hours should be borne not by gold but by
paper money, a mere token of value, as was suggested by
Weitling? and before him by Englishmen and after him by
Frenchmen, among them Proudhon and company. The labour
time embodied in the paper itself would be of as little account as
the paper value of banknotes. The one would simply be a
representative of labour hours, as the other is of gold or silver. If
an hour of labour became more productive the token that
represented it would rise in purchasing power and conversely,
exactly as now a £5 note buys more or less according to the rise or
fall in the relative value of gold in comparison to other
commodities.

In accordance with the same law by which the gold labour
money would be subject to constant depreciation, the paper labour
money would enjoy constant appreciation. That is precisely what
we want: the worker would be glad of the rising productivity of
his labour, instead of, as now, creating proportionately more alien
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wealth and his own depreciation. So say the socialists.

BUT, UNFORTUNATELY, THERE ARISE SOME SMALL SCRUPLES. D’abord,a once we
assume the existence of money, even if only as labour-time tickets,
we must also assume accumulation of this money and contracts,
obligations, interest payments, etc., which would be entered into in
terms of this money. The accumulated tickets would continually
appreciate, as well as the newly issued ones. Hence, on the one
hand, the growing productivity of labour would benefit those who
do not work, while on the other hand debts contracted earlier
would keep pace with the greater productivity of labour. The rise
and fall in the value of gold or silver would not matter at all if the
world’s business could be started anew at each instant, and
obligations to pay a definite quantity of gold did not survive
fluctuations in the value of gold. The same is the case with the
labour-time ticket and the productivity of an hour’s labour.

The point to be examined here is the convertibility of the
labour-time tickets. We shall arrive at the same end if we make a
digression here. Although it is still too early, we may make a few
remarks about the delusions that underlie the labour-time ticket,
and peer into the deepest secret that links Proudhon’s theory of
circulation with his general theory, his theory of the determination
[I-11] of value. We find the same link, for example, in Bray and
Gray. The possible elements of truth underlying it to be examined
later. (Before that, incientalLy: banknotes considered simply as
drafts on gold can never be issued in excess of the quantity of
gold money that they purport to replace, without being
depreciated. Three bank drafts of £15 each, which I issue to three
separate creditors on the same £15 in gold, are in fact only drafts
on £%/3=£5 each. Each of these notes would therefore be
depreciated to 33'/;% from the outset.)

The wvalue (the real exchange value) of all commodities
(including labour) is determined by their production costs, in
other words, by the labour time required for their production.
Their price is this exchange value of theirs expressed in money.
The replacement of metallic currency (and the paper or credit
money denominated in terms of it) by labour money deriving its
denomination from labour time itself, would therefore equate the
real value (exchange value) of commodities and their nominal value,
price, money value. Equation of real value and nominal value, of value
and price. But this would be attained only on the assumption that

2 To begin with.— Ed.
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value and price are only mominally distinct. But such is by no
means the case. The value of commodities determined by labour
time is only their average value. An average which appears as an
external abstraction in so far as it is obtained by calculation as the
average over a period of time, e.g. 1 pound of coffee, 1 shilling, if
the average price of coffee is taken over a period of, say, 25 years.
But this average is very real if it is recognised as both the driving
force and the moving principle of the fluctuations which occur in
the prices of commodities during a particular period of time.

This reality is not only of theoretical importance. It also
constitutes the basis of commercial speculation, where the calcula-
tion of probability proceeds from both the mean average price,
which is taken as the centre of the fluctuations, and the average
heights and depths of these fluctuations above or below this
centre. The market value of commodities is always different from
this average value and always stands either below or above it.

The market value equates itself to the real value by means of its
continual fluctuations, not by an equation with real value as some
third thing, but precisely through continual inequality to itself
(not, as Hegel would say, by abstract identity but by a continual
negation of the negation,” i.e. of itself as the negation of the real
value). I have shown in my pamphlet against Proudhon, and it
need not be gone into further at this point, that the real
value—independently of its dominance over the fluctuations of
the market price (apart from its being the law of these
fluctuations)—negates itself again and brings the real value of the
commodities continually into contradiction with its own determina-
tion, depreciates or appreciates the real value of existing
commodities.”

Price, therefore, differs from wvalue, not only as the nominal
differs from the real; not only by its denomination in gold and
silver; but also in that the latter appears as the law of the
movements to which the former is subject. But they are always
distinct and never coincide, or only quite fortuitously and
exceptionally. The price of commodities always stands above or
below their value, and the value of commodities itself exists only in
the ups anp powns of commodity prices. Demand and supply
continually determine the prices of commodities; they never
coincide or do so only accidentally; but the costs of production

2 G. W. F. Hegel, Wissenschaft der Logik, 2. Buch, 1. Abschnitt, 2. Kapitel, A. Die
Identitit.— Ed.

b Karl Marx, The Poverty of Philosophy. Answer to the “Philosophy of Poverty” by
M. Proudhon (see present edition, Vol. 6, pp. 131-37).— Ed.
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determine for their part the fluctuations of demand and supply.

The gold or silver in which the price of a commodity, its market
value, is expressed, is itself a particular quantity of stored up
labour, a certain measure of materialised labour time. On the
assumption that the production costs of the commodity and of the
gold and silver remain constant, the rise or fall of its market price
means only that a commodity equal to x labour time continually
commands on the market something more or less than x labour
time, stands above or below its average value determined by
labour time.

The first basic illusion of the champions of labour-time tickets
consists in this: that by abolishing the nominal distinction between
real value and market value, between exchange value and price, by
expressing value in labour time itself instead of in a particular
objectification of labour time, sav, gold and silver, they also
remove the real distinction and contradiction between price and
value. On that basis it is self-evident how the simple introduction
of labour-time tickets would remove all crises, all defects of
bourgeois production. The money price of commodities=their real
value; demand=supply; production=consumption; money simul-
taneously abolished and retained; the labour time whose product
the commodity is, which is materialised in the commodity, would
need merely to be stated to produce its corresponding counterpart
in a token of value, in money, in labour-time tickets. Each
commodity would thus be directly transformed into money, and
gold and silver for their part reduced to the rank of all other
commodities.

We do not need to dwell on the fact that the contradiction
between exchange value and price, between the average price and
the prices whose average it is, the distinction between magnitudes
and their average magnitude, [I-12] cannot be eliminated by
abolishing the mere difference of name between them, ie. by
instead of saying that 1 lb. of bread costs 8d., saying that 1 Ib. of
bread='/, hour of labour. Conversely, if 8d.='/, hour of labour,
and if the labour time materialised in one pound of bread is more
or less than '/, hour of labour, then, because the measure of value
would also be the element in which the price is expressed, the
difference between value and price, which is concealed in the gold
or silver price, would be only too apparent. We should have an
infinite equation: '/, hour of labour (contained in 8d. or expressed
by a ticket) would equal either more or less than '/, hour of labour
(contained in the pound of bread).

The labour-time ticket, which represents the average labour time,
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would never correspond to the actual labour time and never be
convertible into it. That is, the labour time objectified in a
commodity would never command a quantity of labour money
equal to itself, and vice versa. It would command more or less, just
as now each fluctuation of market values is expressed in a rise or
fall in their gold and silver prices.

The constant depreciation of commodities—over longer
periods—against the labour-time tickets, of which we spoke
earlier,* would result from the law of the rising productivity of
labour time, from the disturbances in relative value itself, which
are created through its own inherent principle, labour time. The
inconvertibility of the labour-time tickets, which we are now
discussing, is nothing but another expression of the inconvertibility
between real value and market value, exchange value and price. In
contrast to all commodities, the labour-time ticket would represent
an ideal labour time, which would exchange now for more, now
for less, actual labour time, and which would have a separate,
individual existence in this ticket corresponding to this real
inequality. Once again the general equivalent, the means of
circulation and measure of commodities would confront them as
something individualised, following its own laws, alienated, i.e.
with all the properties of our present money without performing
its services. But confusion would reach quite a new peak, as the
medium for comparing commodities, these objectified quantities
of labour time, would not be a third commodity but their own
measure of value, labour time itself.

Commodity a, the objectification of 3 hours of labour time,=2
hour’s labour-time tickets; commodity b, likewise the objectification
of 3 hours of labour=4 hours’ labour-time tickets. This contradic-
tion is indeed expressed in money prices, but in a concealed form.
The distinction between price and value, between the commodity
as measured by the labour time of which it is the product, and the
product of the labour time for which it is exchanged, this
distinction demands a third commodity as a measure, in which the
real exchange value of the commodity is expressed. Because price
does not equal value, the element determining value, labour time, cannot
be the element in which prices are expressed. For labour time would have
to express ilself at once as the determining and the non-determining
element, as the equivalent and the non-equivalent of itself. Because
labour time as a measure of value exists only ideally, it cannot
serve as the material for the comparison of prices. (This also

a See this volume, pp. 72-73.— Ed.
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explains how and why the value relationship assumes a material
and distinct existence in [the form of] money. This point to be
developed further.) The distinction between price and value
demands that values as prices be measured by a yardstick other
than their own. Price as distinct from value is necessarily money
price. Here it becomes clear that the nominal distinction between
price and value is conditioned by their real distinction.

[THE ORIGIN AND ESSENCE OF MONEY]

Commodity a=1 s. (i.e. equals '/, silver); commodity b=2 s. (i.e.
?/, silver). Therefore commodity b=twice the value of commodity
a. The value relationship between a and b is expressed by the
proportion in which each exchanges against a definite quantity of
a third commodity, silver; not against a value relationship.

Each commodity (product or instrument of production)=the
objectification of a particular [quantity of] labour time. Its value,
the proportion in which it is exchanged for other commodities or
other commodities are exchanged for it, is equal to the quantity of
labour time realised in it. If the commodity e.g.=1 hour’s labour
time, it can be exchanged for all other commodities which are the
product of 1 hour’s labour time. (This proposition is based on the
assumption that exchange value=market value; real value=price.)

The value of a commodity is different from the commodity
itself. The commodity is value (exchange value) only in exchange
(real or imagined). Value is not only the exchangeability of this
commodity in general, but its specific exchangeability. It is at once
the indicator of the ratio in which the commodity exchanges for
others and the indicator of the ratio in which it has already been
exchanged for others (materialised labour time) in the process of
production. Value is a commodity’s quantitatively determined
[I-13] exchangeability. Commodities, e.g. a yard of cotton and a
quart of oil, considered as cotton and oil, are of course distinct,
possess different properties, are measured in different units, are
incommensurable. As values, all commodities are qualitatively
equal and only quantitatively different, hence they can be
measured in terms of each other and are mutually replaceable
(exchangeable, convertible into each other) in definite quantitative
proportions.

Value is their social relationship, their economic quality. A book
that has a certain value, and a loaf that has the same value, are
mutually exchangeable, they represent the same value, only in
different materials. As value, the commodity is at the same time an
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equivalent for all other commodities in a particular ratio. As value,
the commodity is an equivalent; as an equivalent, all its natural
properties are extinguished; it no longer bears any particular
qualitative relationship to other commodities, but it is the general
measure, the general representative, and the general means of
exchange for all other commodities. As value it is money.

But because the commodity, or rather the product or instru-
ment of production, is distinct from itself as value, it is also, as
value, distinct from itself as a product. Its property as value not
only can, but must, at the same time acquire an existence distinct
from its natural existence. Why? Because, since commodities as
values are only quantitatively different from each other, every
commodity must be qualitatively distinct from its own value. Its
value therefore must also have an existence qualitatively distin-
guishable from it, and in the actual exchange this separability must
become an actual separation, because the natural distinctions
between commodities must come into contradiction with their
economic equivalence; the two can exist alongside one another
only through the commodity acquiring a dual existence, a natural
existence and alongside it a purely economic one, in which it is a
mere sign, a letter for a relationship of production, a mere symbol
for its own value.

As value, every commodity is uniformly divisible; in its natural
existence, it is not. As value, it remains the same, no matter how
many metamorphoses and forms of existence it goes through; in
reality, commodities are exchanged only because they are different
and correspond to different systems of needs. As value, it is
general, as an actual commodity it is something particular. As
value, it is always exchangeable; in actual exchange it is
exchangeable only if it fulfils certain conditions. As value, the
extent of its exchangeability is determined by itself: exchange
value expresses precisely the ratio in which a commodity replaces
other commodities; in actual exchange, it is exchangeable only in
quantities related to its natural properties and corresponding to
the needs of the exchangers.

(In short, all the properties that are enumerated as particular
properties of money are properties of the commodity as exchange
value; [properties] of the product as value as distinct from the
value as product.) (The exchange value of the commodity, as a
special existence alongside the commodity itself, is money: the form
in which all commodities are equated, compared, measured; the
form into which all commodities are dissolved, and which dissolves
itself in all commodities; the general equivalent.)
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In calculations, accountancy, etc., we are constantly transforming
commodities into symbols of value, fixing them as mere exchange
values, abstracting from their material composition and all their
natural properties. On paper, in the head, this metamorphosis is
produced by a simple process of abs<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>