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INTRODUCTION

The Early Reception of Marx’s Economic Works

During most of the 1840s, Marx and Engels were making their way from the
Hegelian philosophy of consciousness to the fundamental principles of histor-
ical materialism. Their writings from these years abound with creative energy,
but in many respects they were also experimental and provisional in their
conclusions. Ideas were in motion, and the final consequences would begin
to appear only from the late 1850s onwards. Along the way to political eco-
nomy, Marx first made his break with the left Hegelian group,! then undertook
a provisional philosophical critique of economic life based on the concept of
alienation in the 1844 Manuscripts, next went beyond Feuerbach’s humanism
in the form of a more active concept of human praxis, and then finally debated
economic issues directly in his polemic against Pierre-Joseph Proudhon’s Sys-
téme des contradictions économiques, ou, Philosophie de la misére (1846).

Marx’s response to Proudhon first appeared in 1847 as Misére de la philo-
sophie, the book that English-language readers know as The Poverty of Philo-
sophy. In 1885 a German edition of the book was published after being trans-
lated by Eduard Bernstein and Karl Kautsky. In a preface to that edition, dated
13 October 1884, Engels pointed out that ‘the terminology used in this work does
not entirely coincide with that in Capital. Thus this work still speaks of labour
as a commodity, of the purchase and sale of labour, instead of labour power'2
In a subsequent footnote Engels also criticised the original thesis ‘that the “nat-
ural,” i.e., normal, price of labour power coincides with the wage minimum, i.e.,
with the equivalent in value of the means of subsistence absolutely indispens-
able for the life and procreation of the worker’, indicating that ‘in Capital, Marx
has put the above thesis right3

1 The best overview of the rise and fall of the Hegelian left, culminating in Marx and Engels’s
The German Ideology (1846), is Cornu 1955—70.

2 Marx1977, p.19.

3 Marx 1977, p. 45. In Volume 1 of Capital Marx wrote: ‘His means of subsistence must therefore
be sufficient to maintain him in his normal state as a working individual. His natural needs,
such as food, clothing, fuel and housing vary according to the climatic and other physical
peculiarities of his country. On the other hand, the number and extent of his so-called
necessary requirements, as also the manner in which they are satisfied, are themselves
products of history, and depend therefore to a great extent on the level of civilization attained
by a country; in particular they depend on the conditions in which, and consequently on the
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Engels faced similar issues when preparing a new edition of Marx’s Wage-
Labour and Capital, a series of lectures delivered before the German Working-
men’s Club of Brussels in 1847 and first published in several instalments in Die
Neue Rheinische Zeitung, beginning on 4 April 1849. In his introduction to the
new edition, dated 30 April 1891, Engels again noted that, contrary to what Marx
had originally said, workers do not sell their labour in exchange for wages but
rather their labour power:

Marx, in the 1840s, had not yet completed his criticism of political eco-
nomy. This was not done until toward the end of the fifties. Consequently,
such of his writings as were published before the first instalment of his
Critique of Political Economy was finished, deviate in some points from
those written after 1859, and contain expressions and whole sentences
which, viewed from the standpoint of his later writings, appear inexact,
and even incorrect.*

Even A Contribution to the Critique of Political Economy (1859), Marx’s first
mature economic work, stands out today mainly for the unsurpassed expos-
ition of the general principles of historical materialism in its extraordinary
preface. There Marx described existing society as the last stage in the ‘prehis-
tory’ of humanity, beyond which producers would no longer be dominated
by the products of their own labour. Capitalism would create the technical
and social preconditions for transition to a superior social formation, in which
people would exert conscious control over the production process, shortening
the working day and thus making it possible to overcome the division between
manual and intellectual labour. But even this work was still incomplete in
terms of its exposition of the form of value, as Isaak Rubin comprehensively
demonstrates in his essay ‘Towards a History of the Text of the First Chapter of
Marx’s Capital’ (Document 18 of this volume). As a consequence, Marx ended
up rewriting the material from the Critigue and incorporating it in the first
volume of Capital as ‘Part One: Commodities and Money'.

The problem that later Marxists repeatedly encountered was that Marx’s
work was forever in progress and never really completed. In the Preface to A

habits and expectations with which, the class of free workers has been formed. In contrast,
therefore, with the case of other commodities, the determination of the value of labour-
power contains a historical and moral element. Nevertheless, in a given country at a given
period, the average amount of the means of subsistence necessary for the worker is a known
datum’ (Marx 1976, p. 275).

4 Marx 2006, p. 5.
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Contribution to the Critique of Political Economy Marx stated that he intended
to examine the system of bourgeois economy in six books (capital, landed
property, wage-labour; the state, foreign trade, world market), yet only the first
volume of the first book was actually published during Marx’s lifetime. For
several decades after Marx’s death in 1883 major new manuscripts appeared,
including the second and third volumes of Capital, the three parts of Theor-
ies of Surplus-Value and the 1844 Manuscripts, all of which were essential for
a complete understanding of Marx’s project, how it developed, and what it
aimed to accomplish. As a result, Marx’s followers continuously had to adapt
their interpretations of his work as these new materials became available. The
story of this ongoing process of discovery is reconstructed in this volume. We
have included a total of 20 documents, beginning with the initial response to
Volume 1 of Capital and ending with six remarkable essays from Isaak Rubin
that were written in the later 1920s and appear here for the first time in English
translation.

The Response to the First Volume of Capital (1867)

In a letter to Ludwig Kugelmann, dated 11 February 1869, Marx blamed the
‘cowardice of the experts, on the one side, and the conspiracy of silence of
the bourgeois and reactionary press, on the other’ for the limited circulation
of the first volume of Capital.> However, by the autumn of 1871 the first edition
had been sold out, and in the postface to the second edition, dated 24 January
1873, Marx replied to two Russian commentaries on his work: Nikolai Ivanovich
Sieber’s book, David Ricardo’s Theory of Value and Capital in Connection with the
Latest Contributions and Interpretations;® and a review by Illarion Ignatevich
Kaufman, ‘Karl Marx’s Point of View in his Political-Economic Critique), which
we have translated for this volume as Document 1.

Kaufman struggled in his review with the relation between science and
philosophy, arguing that Marx imposed Hegelian terminology on a work that in
fact adopted the scientific approach of the biological sciences. In his postface
to the second edition of Capital, Marx translated part of Kaufman’s descrip-
tion of his research method in order to show that, despite Kaufman'’s aversion
to dialectics, what he actually depicted in his review of Capital was nothing
other than the dialectical method of analysis once it had been shorn of the

5 MECW, Vol. 43, pp. 213-14.
6 The chapter on ‘Marx’s Theory of Value and Money’ has been translated (see Sieber 1871).
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mystifying influence of Hegelian idealism. Marx regarded the dialectical move-
ment of concepts, discovered through historical and logical analysis, as forms
of thought reflecting the development of the real world. All of the ensuing doc-
uments in this volume elaborate the issues first raised by Kaufman’s review and
Marx’s response, with the methodological relation between Marx and Hegel as
a continuous theme.

Apart from its theoretical importance, the first volume of Capital also had a
profound effect upon the tactics of German Social Democracy, encouraging the
struggle for a normal (eight-hour) working day and the development of trade-
unionist politics. For instance, in an article on Rodbertus, written in 1884, Karl
Kautsky declared:

As long as labour is a commodity, it is subject to the laws of supply and
demand, and the only means of improving its situation is the reduction
of supply and the increase of demand. To the extent that that is at all
possible, it can be done through a solid trade-union organisation and a
short normal working-day. Those are the goals that the workers must
initially set themselves.”

This comment comes from one of Kautsky’s earliest economic essays, entitled
‘Rodbertus’ Capital, which defended the originality of Marx’s theories against
accusations of plagiarism arising from posthumous publication of Rodbertus’s
fourth ‘Social Letter’ to Kirchmann.® Kautsky had no difficulty in demonstrat-
ing Rodbertus’s ahistorical method, his legalistic (i.e. idealistic) approach to
political economy, and his nationalistic notions of how capitalism might be
‘regulated’ in order to avoid periodic crises.

At the same time, Kautsky’s essay revealed the limitations of his own (and
by extension Social Democracy’s) grasp of Marx’s categories at that time, and
the tendency to confuse them with Lassallean terminology. In one passage, for
instance, Kautsky wrote: ‘The lack of planning of today’s mode of production
and the circumstance that the working class does not receive the full product
of its labour make possible the economic crises’? An end to this confusion only
came in 1891, when Marx’s ‘Critique of the Gotha Programme’ and its Lassallean
influences was published in Die Neue Zeit.1°

Kautsky 1884, p. 400.
Robertus-Jagetzow 1884.
Kautsky 1884, p. 398.

10  Marx1891

© o 3
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One of the most important early commentaries on the first volume of Cap-
ital came in 1907 when Otto Bauer marked the fortieth anniversary of its pub-
lication with his essay ‘The History of a Book’ (see Document 2). Bauer was
writing in the aftermath of the revisionist controversy of 1898-1903, during
which time revolutionaries within the Second International were forced onto
the defensive by Bernstein’s attempt to convert Social Democracy into a party
of reform within the framework of bourgeois parliamentary democracy. Bauer
lamented the fact that, in order to defend Marx against revisionism, he and
his co-thinkers were forced to appear as merely the ‘orthodox’ upholders of a
received truth.!!

Perhaps under the influence of Marx’s notes on the method of political eco-
nomy — available today as the introduction to the Grundrisse but first published
by Kautsky in Die Neue Zeit in 1903 as the ‘Introduction to a Critique of Political
Economy’? — Bauer made an important advance beyond previous expositions
of Capital by noting its links with the categories of Hegel’s Science of Logic:

The great fact underlying Hegel's logic, as well as his criticism of Kant,
is the natural sciences. Hegel, too, does not fail to recognise their empir-
ical character, and he has no doubt ‘that all our knowledge begins with
experience’; but he characteristically calls the empirical ‘the immediate’,
and the logical conceptual processing of the experience, the ‘negation of
an immediately given’ Behind the immediate, Hegel looks for the true
and the real. He finds the true and the real in the ‘realm of shadows,
the world of simple essentialities, freed of all sensuous concretion’ In
Existence [ Dasein], the determinacy [ Bestimmtheit] — the concrete empir-
ical qualitative condition [Beschaffenheit] — is one with Being [Sein]; but
only if this condition is sublated [aufgehoben], posited as indifferent,
only then do we get to pure Being, which is nothing but quantity. But
quantity [ Quantum], to which an existence or a quality is bound, is meas-
ure [Mayfs]. Measure is the concrete truth of being; in it lies the idea of
essence [Wesen]. ‘The truth of being is essence. Being is the immediate.
Since the goal of knowledge is the truth, what being is in and for itself,
knowledge does not stop at the immediate and its determinations, but
penetrates beyond it on the presupposition that behind this being there
still is something other than being itself, and that this background con-

11 See the early documents of the revisionist controversy in Tudor 1988. For books summing
up the controversy, see Kautsky 1899, Bernstein 1993, Luxemburg 1989.
12 Marx 1903.
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stitutes the truth of being’ That background, that essence of being, is
measure; we get to it by positing the determinations of being as indiffer-
ent, when we turn from qualitatively determined existence to pure being
as pure quantity.

Bauer called Hegel's terminology ‘strange’ and ‘mystical-sounding’, but he went
on to show that Hegel’s categories were essential for understanding the logic of
Marx’s Capital:

Marx certainly imitates Hegel's method. He also looks behind the ‘appear-
ance of competition’ for the true and real. And he also wants to find
behind immediacy the truth of being — by sublating the qualitative
determination of being in its empirical existence, positing it as indiffer-
ent and turning to being as pure quantity. Thus, in the famous opening
chapters of the first volume of Capital, the concrete commodities are
stripped of their determination (as a frock, or 20 yards of linen) and
posited as mere quantities of social labour. In the same way, the con-
crete individual labour is deprived of its determination and regarded
as a mere ‘form of manifestation’ of general social labour. Thus, even
economic subjects, these men of flesh and blood, eventually lose their
apparent existence and become mere ‘organs of labour’ and ‘agents of
production) one the embodiment of a certain quantity of social cap-
ital, the other the personification of a quantity of social labour-power.
The quantity, to which existence or quality is bound as Hegel's measure,
is here social labour. It is the essence of economic phenomena, which,
as Hegel said, not only passes through its determinations — let us recall
Marx’s account of the circulation of capital, which makes the same value
assume the ever-changing forms of money, commodity, money, money
capital, productive capital, commodity capital! — but also rules them as
their law. Social labour becomes finally — and it would be an enticing
task to develop this idea in detail — what Hegel calls substance, absolute
activity-of-form [ Formtdtigkeit], absolute power, from which all accidents
emerge.

Though Bauer, under the influence of the neo-Kantianism then prevalent in
Vienna’s intellectual circles, added that ‘Hegel’s ontology today looks like a
hardly understandable aberration after Kant’s critique of reason, he was suf-
ficiently versed in classical German philosophy to realise that ‘we should not
regard as a meaningless coincidence the fact that Marx owes his logical training
to Hegel' Hegel represented ‘a significant advance beyond Kant’ because, ‘while
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Kant’s critique of knowledge was still mainly oriented towards the mathemat-
ical natural sciences, in Hegel human history appears at the heart of his system’.

Bauer returned to methodological issues in response to capitalism’s develop-
ment into the new phase of imperialism, which dragged humanity into world
war a few years later. He rightly felt that Marxists could not merely defend
Marx’s revolutionary heritage but also had to rediscover his use of Hegel’s dia-
lectical method in order to apply it to the new circumstances of economic and
political life. In June 1910, Bauer wrote a review of Rudolf Hilferding’s book,
Finance Capital: A Study of the Latest Phase of Capitalist Development, in which
he agreed with Kautsky’s description of it as ‘a continuation of Marx’s Cap-
ital'® Marxist economics had made little progress since Karl Marx’s death,
mainly because ‘orthodox’ Marxists had been preoccupied with defending Cap-
ital against revisionism. In the meantime, a new world had arisen, and the
former presentations of the developmental tendencies of capitalism no longer
sufficed. Bauer concluded that ‘the gaps resulting from this situation have now
finally been filled at least in part. Rudolf Hilferding’s Finance Capital gives us
what we have long needed’#

The Reception of the Second Volume of Capital (1885)

The second volume of Capital was published in 1885 and reviewed by Kautsky
in Die Neue Zeit, together with the first German edition of The Poverty of Philo-
sophy. Kautsky remarked that readers of Capital usually assumed that Marx
was unique in ascribing value to the activity of labour. In fact, Kautsky noted,
bourgeois economists had long ago made this connection. Marx’s unique con-
tribution was to associate the category of value with commodity production as
a historically developed system of social relations:

What is peculiar in Marx’s theory of value is not the reduction of value to
labour but the presentation of value as an historical category, on the one
hand, and as a social relation, on the other, which can only be derived
from the social functions and not from the natural properties of the
commodity. That is what nobody before Marx had done, and that is what
we regard as the distinguishing trait peculiar to Marx.15

13 Kautskyigua, p. 765.
14 Bauer 1910, in Day and Gaido 2o, p. 415.
15  Kautsky 1886, p. 57.
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Kautsky clarified by offering the following description of Marx’s ‘character-

istic method’:

We clearly see in Capital his conception of economic categories as histor-
ical, on the one hand, and as purely social relations, on the other, sharply
distinguishing them from their underlying natural forms and deducing
their peculiarities from the observation of their movement, their func-
tions, not from their respective outward manifestations: in a word, his
development of economic categories from the development and move-
ment of social relations. As against the fetishism peculiar to bourgeois
economics, which turns the social, economic character that things get
stamped with in the social production process into a natural character
springing from the material nature of those things, Marx declares: ‘What
is atissue here is not a set of definitions under which things are to be sub-
sumed. They are rather definite functions that are expressed in specific
categories’16

Recapitulating Marx’s arguments in the first volume of Capital, Kautsky traced

this twofold character of commodities to the twofold nature of the labour
expended in producing them:

After Marx rigorously distinguished the social character of the commod-
ity from the natural form of the good, he sets about to make an equally
important distinction in labour itself: on the one hand the [concrete]
labour that determines the natural form of the substance, and on the
other hand [abstract] labour as a social element in its social context. Only
in the latter sense does labour generate value.l”

While the first volume of Capital dealt with the creation of surplus value in

the production process, and therefore with the division between variable and

fixed capital, the second volume investigated its realisation in the circulation

process and the consequent division between fixed and circulating capital.’®
Kautsky highlighted the following passage from the second volume as particu-
larly revealing of Marx’s method:

16

17
18

Kautsky 1886, p. 50, citing Marx 1978, p. 303.
Kautsky 1886, p. 51.
Kautsky 1886, pp. 54-5, 193—4.
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Capital, as self-valorizing value, does not just comprise class relations, a
definite social character that depends on the existence of labour as wage-
labour. It is a movement; a circulatory process through different stages,
which itself in turn includes three different forms of the circulatory pro-
cess [namely, the circuit of money, productive capital and commodity
capital]. Hence it can only be grasped as a movement, and not as a static
thing.1°

One of the most important contributions of Volume 11 of Capital, as Kautsky
explains in his review, was Marx’s novel account of the reproduction and
circulation of the total social capital. While analysis of the reproduction of
individual capitals could set aside the natural form of products, reproduction of
the total capital is affected not only by the value determinations of the products
but also by their material content. A macroeconomic model of the production
of exchange-values necessarily presupposes, as Marx demonstrated, that use-
values are produced in objectively determined proportions.

The second volume of Capital had a strange fortune. In a letter to Friedrich
Sorge, dated 3 June 1885, Engels worried that its complex subject matter would
attract few readers:

The second volume will cause great disappointment, being a purely sci-
entific work with little in the way of agitation. By contrast the third
volume will again have the effect of a thunderbolt, since the whole of cap-
italist production is dealt with in context for the first time and all official
bourgeois economics rejected out of hand.20

In fact, however, the second volume of Capital did become the subject of much
critical scrutiny for two main reasons: first, because its analysis of the circula-
tion process of the total social capital provided essential tools for investigat-
ing cyclical crises;?! and secondly because its reproduction schemes played a
central part both in Lenin’s dispute with Russian Narodniks (who denied that
capitalism could create its own domestic market in a predominantly agrarian
country)?? and also in Rosa Luxemburg’s theory of imperialism, which likewise

19  Marx1978, p.185.

20  MEcwW,Vol. 47, pp. 296—7.

21 See, for instance, Bauer 1904 and Hilferding 1981, pp. 239—98.

22 See Lenin’s response to the Narodniks in The Development of Capitalism in Russia: The
Process of the Formation of a Home Market for Large-Scale Industry, published in 1899
(Lenin 1899a).
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claimed that capitalism could not experience continuous expanded reproduc-
tion without conquering external markets.?3

The Reception of the Third Volume of Capital (1894)

The third volume of Capital was reviewed in Die Neue Zeit by none other than
the future theoretician of revisionism in the spD, Eduard Bernstein.?* His long
commentary, published in seven separate instalments, emphasised that the
transformation of values into production prices was not only a categorical
stage in Marx’s analysis but also an actual historical stage in the development
of commodity production, marking its transition to fully developed capitalist
production.?s In the final paragraph of his review, Bernstein wrote:

When the first volume of Capital appeared, someone who personally was
thoroughly opposed to Marx and had been bitterly criticised by him —
Johann Baptist von Schweitzer — had to say to himself after reading that
work: socialism is a science. Nobody will finish this third volume without
feeling the same.26

Despite this positive summary, however, only two years later Bernstein com-
mented in a letter to Kautsky, written on 1 September 1897, that he had long
entertained some doubts regarding Capital and that the third volume was ‘the
last straw’: ‘It is an anti-climax vis-a-vis the first volume, not only as regards the
form, but also because of its content’?? Although Bernstein was close to Engels
at the time, Engels had his own misgivings and spoke of Bernstein’s review as
being ‘very confused’?® Much of Bernstein’s work consisted of lengthy quota-
tions from Marx, and he neglected even to consider the final chapters on the
theory of ground rent, which he promised to deal with in a subsequent essay.
A much more substantive review of the third volume of Capital came from
Werner Sombart, one of the most prominent economic sociologists of the day

23 On Luxemburg’s The Accumulation of Capital: A Contribution to the Economic Explanation
of Imperialism (1913), see Day 1980, Day and Gaido 2011, pp. 675-752, 913—26, Gaido and
Quiroga 2013.

24  Bernstein 1895a.

25 Bernstein 18953, p. 485.

26 Bernstein 18953, p. 632.

27  Roth 2004, pp. 937-8.

28  MEcw, Vol. 50, p. 468.
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and a leader, together with Max Weber, of the third generation of the German
‘historical school’ of political economy. We have translated Sombart’s review as
Document 4. Engels took Sombart’s comments quite seriously. He responded
in his ‘Supplement and Addendum’ to the third volume of Capital and in a
personal letter (Engels to Werner Sombart in Breslau, London, 11 March 1895),
which we include as an appendix to Document 4.

When Sombart’s article appeared in 1894, Eugen von Bohm-Bawerk, then
the most famous proponent of the Austrian School of marginalist economic
theory, considered it to be an apology for Marxism.2® From a political point
of view this was nonsense: Sombart was never a socialist, and his later works
were extensively criticised by Rosa Luxemburg, Ernest Belfort Bax and Max
Adler.30 Yet Bchm-Bawerk’s reaction was quite understandable, coming from a
representative of the subjective theory of value, for Sombart spoke of political
economy as being divided into ‘two worlds of ... thought [that] exist side by
side, almost independently of each other; two kinds of scientific observation,
which have nothing more than the name in common.

On the one hand, the subjectivist school concentrated on price determ-
ination through individual judgements of utility in the act of exchange, an
approach that Sombart said ‘naturally empties into psychologism’ Marx’s eco-
nomic system, on the contrary, was characterised by an extreme objectivism,
with the result that ‘all the partial and complete, more or less justified, more
or less clear, more or less hackneyed contradictions in our schools, which have
come up for discussion so often lately, will ultimately resolve themselves in this
methodologically paramount opposition of objectivism and subjectivism’3!

Sombart noted that, in contrast to Bohm-Bawerk and the subjectivist school,
Marx emphasised the ‘economic conditions which are independent’ of the
individual’s will, in order to determine what ‘goes on behind his back, by virtue
of relations independent of him’:

[Marx’s] train of thought was this: prices are formed by competition ...
But competition itself is regulated by the rate of profit, the profit rate by
the rate of surplus-value, and this by value, which is itself the expression
of a socially determined fact, of the social productivity [of labour]. [This
succession] now presents itself in Marx’s system in reverse order: value —
surplus-value — profit — competition — prices [of production], etc. If we

29  ‘An apologist of Marx, as intelligent as he is ardent, has lately appeared in the person of
Werner Sombart’ (B6hm-Bawerk 1896, p. 102).

30  Luxemburg1goob, Bax 1900, Adler 1903, Luxemburg 1903.

31 Sombart 1894.
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wanted a catchphrase, we could say: the question for Marx is never the
motivation, but always the limitation of the individual caprice of eco-
nomic agents.

Sombart’s review included a detailed — and, according to Engels, ‘quite excel-
lent’32 — rendering of the main arguments in the third volume of Capital.
Where Sombart differed from Marx was in regarding value (and therefore sur-
plus value) as merely a heuristic concept intended to ‘give to the technical
concept of productivity, or productive power, an adequate economic form, thus
making it suitable for economic thinking’ According to Sombart, ‘the value of
the commodities is the specific historical form in which the social productivity of
labour, determining all the economic processes, ultimately asserts itself’ in a soci-
ety based upon exchanges between private producers. While Engels thought
highly of Sombart’s review in general terms, he rejected his conclusion that
value is not an empirical but a conceptual fact'.33

Sombart’s tendency to regard value as a theoretical construct was also evid-
ent in his view of the equalisation of the rate of profit by competition among
capitals: ‘Those “equalisations” of high and low rates of profit, among capitals
of different organic composition, into an average rate of profit are mental oper-
ations, but no events of real life’34 In his letter of response, Engels pointed out
that Marx had in mind neither heuristic concepts nor mental operations but a
real historical process:

How has the equalisation been brought about in reality? ... When com-
modity exchange began, when products gradually turned into commod-
ities, they were exchanged approximately according to their value. It was
the amount of labour expended on two objects which provided the only

32 ‘In Braun’s Archiv fiir soziale Gesetzgebung, V11, no. 4, Werner Sombart gives an outline
presentation of Marx’s system which is quite excellent on the whole. This is the first time
that a German university professor has managed to see by and large in Marx’s writings
what Marx actually said, and he further declares that criticism of the Marxian system
should consist not in a refutation (“that can be left to someone with political ambition”),
but rather in a further development’ (Engels, ‘Supplement to Volume 3 of Capital, in Marx
1992, p. 1031).

33 Inaletter to Conrad Schmidt, Engels remarked: ‘In Sombart’s otherwise very good article
on Volume 111 I also find this tendency to dilute the theory of value: he had also obviously
expected a somewhat different solution?” (Engels to Conrad Schmidt in Zurich, 12 March
1895, in MECW, vol. 50, p. 466).

34  Sombart 1894.
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standard for their quantitative comparison. Thus value had a direct and
real existence at that time. We know that this direct realisation of value
in exchange ceased and that now it no longer happens. And I believe that
it won't be particularly difficult for you to trace the intermediate links, at
least in general outline, that lead from directly real value to the value of
the capitalist mode of production, which is so thoroughly hidden that our
economists can calmly deny its existence. A genuinely historical exposi-
tion of these processes, which does indeed require thorough research but
in return promises amply rewarding results, would be a very valuable sup-
plement to Capital.

Engels insisted that ‘The law of value has a far greater and more definite
importance for capitalist production than that of a mere hypothesis, let alone
a necessary fiction’3% The transformation of values into production prices
involved ‘not just a logical process but a historical one, and its explanatory

reflection in thought, the logical following-up of its internal connections’36

Engels summarised this way:

35

36
37

... Marx’s law of value applies universally, as much as any economic laws
do apply, for the entire period of simple commodity production, i.e. up
to the time at which this undergoes a modification by the onset of the
capitalist form of production. Up till then, prices gravitate to the values
determined by Marx’s law and oscillate around these values, so that the
more completely simple commodity production develops, the more do
average prices coincide with values for longer periods when not interrup-
ted by external violent disturbances, and with the insignificant variations
we mentioned earlier. Thus the Marxian law of value has a universal eco-
nomic validity for an era lasting from the beginning of the exchange that
transforms products into commodities down to the fifteenth century of
our epoch. But commodity exchange dates from a time before any written
history, going back to at least 3500B.c. in Egypt, and 4000B.C. or maybe
even 6000 B.C. in Babylon; thus the law of value prevailed for a period of
some five to seven millennia.3”

Engels, ‘Supplement to Volume 3 of Capital, in Marx 1992, pp. 1032—3. According to Engels,
Conrad Schmidt’s review of the third volume of Capital, not included in this volume but
available online in French, suffered from the same mystification (Schmidt 1895). See also
Engels’s letter to Conrad Schmidt in Zurich, 12 March 1895, in MEcw, Vol. 50, pp. 462—7.
Engels, ‘Supplement to Volume 3 of Capital, in Marx 1992, p. 1033.

Engels, ‘Supplement to Volume 3 of Capital, in Marx 1992, p. 1037. A response to the third
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The Reception of Theories of Surplus-Value

It is only due to historical circumstance (the fact that Engels died before com-
pleting his task of editing Marx’s manuscripts) that Marx’s history of political
economy did not appear as the fourth volume of Capital. Instead, it was edited
and published in rough form by Kautsky38 as three separate volumes and under
a different title, Theories of Surplus-Value.3°

The first volume of Theories of Surplus-Value was reviewed by Heinrich
Cunow (1862-1936), one of the editors of Die Neue Zeit and Vorwdrts, respect-
ively the spD’s theoretical journal and its central press organ (see Document
5).49 Cunow would later make a spectacular volte-face during the First World
War and become a strident social-patriot, but for the moment he was a member
of the ‘orthodox’ camp, and in1907 he became a lecturer at the spD party school
in Berlin, teaching alongside Franz Mehring, Rudolf Hilferding and Rosa Lux-
emburg. His theoretical works include several studies in anthropology, a history
of the revolutionary press during the French Revolution and two pioneering
analyses of imperialism, in which he emphasised the central role of banks and
finance capital in imperialist expansionism.*!

Cunow’s review summarised Marx’s assessment of the English mercantil-
ists,*? Physiocracy and Adam Smith, pointing out how the focus of economic
inquiry had moved from the sphere of circulation in mercantilism to the sphere
of production in the Physiocrats, then to the concept of productive and unpro-

volume of Capital which, for reasons of space, falls beyond the scope of the present work,
is the application of Marx’s theory of ground rent to the analysis of the agrarian crisis of
the last quarter of the nineteenth century in Europe by Parvus and Kautsky. See Parvus
1896 and the laudatory review of the Russian edition by Lenin 1899a, as well as Kautsky
1988 and its review by Lenin, who called Kautsky’s book, The Agrarian Question, ‘the most
important event in present-day economic literature since the third volume of Capital’
(Lenin 1899b, p. 94).

38  Marxi19os-10.

39  Rubin later managed to summarise Marx’s arguments and give them a cogent expression
in a single volume (Rubin 1979). Unfortunately, he left out Marx’s informative exposition
of Richard Jones in the third volume of Theories of Surplus-Value; see Hilferding’s remarks
on this author in Document 6.

40  Seealso Franz Mehring’s review of the first volume of Theories of Surplus-Value in Mehring
1905.

41 Heinrich Cunow, ‘Trade-Agreements and Imperialist Expansion Policy’ (May 1900), and
‘American Expansionist Policy in East Asia’ (June—July 1902), in Day and Gaido 2om,
pp. 177—210.

42 See also Hilferding’s assessment of Thomas Mun and mercantilism in Hilferding 1911.
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ductive labour in Adam Smith and, finally, to the critique of capitalism in
Marx’s economic system. The only point where he differed from Marx was in
his appraisal of Sir James Steuart. Cunow thought Marx’s assessment of Steuart
as a late mercantilist was mistaken and that Marx had underestimated Steuart’s
theoretical achievements.

But the main issue that Cunow emphasised was the distinction between pro-
ductive and unproductive labour. He explained that the concept of productive
labour is determined by the character of each social formation, with the result
that there is no productive labour, abstractly understood, that can be treated
apart from historically given modes of production. In the capitalist context,
productive labour is labour purchased by a capitalist with a portion of his capital
and employed in production in order to extract from it surplus-value, while unpro-
ductive labour, on the other hand, is labour that supplies someone with services or
use-values for the satisfaction of his needs and is paid for from his income’.*3

The second volume of Theories of Surplus-Value was reviewed by Gustav Eck-
stein (1874-1916), later a prominent member of the Kautskyist ‘centre’, whom
Leon Trotsky referred to in his obituary as ‘one of the most outstanding Austro-
German Marxists’** We have included Eckstein’s review because of the import-
ance it attached to Marx’s critique of the theory of rent as it appeared in the
works of Smith, Ricardo and Rodbertus (see Document 6).

The Physiocrats saw agricultural labour as the only productive labour, and
they therefore regarded agriculture as the source of the social surplus — al-
though they also drew a progressive bourgeois corollary (advocacy of a ‘single
tax’ on ground rent) from their ostensibly backward-looking analysis. Thomas
Malthus had claimed that luxurious consumption by landlords was essential
to ensure an adequate market for industry. Adam Smith and David Ricardo
cast landlords in a different role, seeing rent as a diversion of social revenue
from productive purposes. Smith wrote that ‘as soon as the land of any country
has all become private property, the landlords, like all other men, love to reap
where they never sowed, and demand a rent even for its natural produce’#>
Ricardo, in turn, derived ground rent from the diminishing returns obtained
from increasingly less productive parcels of land brought under cultivation,
and he explained the declining tendency of the rate of profit by means of this
constantly increasing rent. The prospect of a declining rate of profit became

43 Itis only to be regretted that Cunow’s review omitted the best short comment in the first
volume of Theories of Surplus-Value, namely Linguet’s sardonic reference to Montesquieu:
Lesprit des lois, c’est la propriété (‘The spirit of the laws is property’).

44  Trotsky 1918.

45  Smith 2007, p. 32.
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the principal argument against Britain’s Corn Laws, or the taxation of grain
imports, which were repealed in 1846. Ricardo’s analysis laid bare the class
antagonism between landowners and capitalists, showing ground rent to be
unearned income, a mere deduction from profit, causing his most radical
disciples to conclude that land should be nationalised.

Marx criticised Ricardo for focusing on differential rent and excluding the
possibility of absolute rent, a point that Gustav Eckstein elaborated in his
review. Eckstein demonstrated that absolute rent, arising from the surplus-
profit obtained by the excess of market prices over prices of production, pre-
supposed a distinction between values and production prices not contem-
plated in Ricardo’s system. With free competition, capitals will typically move
from branches with a higher organic composition than the average into those
with a lower organic composition, in the hope of capturing a larger return of
surplus value. Eckstein noted that industries ‘with low organic composition
cannot, as a rule, avoid the influx of new capital and realise for themselves the
surplus value exceeding the rate of profit. However, since the owners of land
enjoy a monopoly over a non-renewable means of production, the movement
of capital into agriculture, with its typically low organic composition, will not
occur without a ‘special compensation’ being paid to landowners in the form
of absolute rent; that is, an element of the total rent that cannot be explained
in terms of differing productivity of the land. But this analysis also showed that
absolute rent was a purely historical fact, which belonged to a certain stage
of development of agriculture and could disappear at a higher stage. Eckstein
remarked that this possibility was already materialising in 1906:

Before the introduction of machinery into industry, the role of living
labour was even greater in industry than in primary production. Since
then, however, this relation has changed completely: with the blossoming
of agricultural chemistry and the penetration of machinery [into agricul-
ture], a change of tendency has recently occurred also in this field; the
difference between values and prices of production has been reduced in
agriculture, and with it also absolute ground rent.

Eckstein concluded that, ‘as regards methodological clarity, the presentation
of ground rent, and particularly of absolute rent, is superior in this work
compared to the third volume of Capital’.

The third volume of Theories of Surplus-Value was reviewed by Rudolf Hil-
ferding in a tour de force of theoretical penetration and conceptual clarity (see
Document 6). Since Ricardo did not distinguish between constant and variable
capital, he could not develop the concept of what Marx called the organic com-
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position of capital, i.e. the ratio between the constant and variable elements.
Borrowing the Austrian physicist Ernst Mach’s ideas on how and why science
progresses, Hilferding attributed the eventual disintegration of the Ricardian
system — the subject of the third volume of Theories of Surplus-Value - to its
inability to accommodate a fundamentally new fact of the industrial revolu-
tion; namely, that machinery was increasingly displacing living labour and pro-
ducing a rising organic composition of capital, which in turn implied a falling
rate of profit since only living labour can produce surplus value.

Among the thinkers whose work Marx reviewed in portraying the break-
down of the Ricardian system, the most prominent were Thomas Malthus,
James Mill, John Ramsay McCulloch and Richard Jones. Hilferding surveyed
Marx’s account of how Mill sought to uphold the logical consistency of Ricar-
do’s system by explaining away new realities; how McCulloch confused the
‘actions’ of machinery with living labour and fetishised capital; and finally, how
Jones criticised Ricardo’s method from an historicist point of view.

Hilferding considered Richard Jones (1790-1855), an Anglican priest and
politically conservative lecturer at Cambridge University, to be ‘one of the most
important precursors of the materialist conception of history'. Of all the econom-
ists who preceded Marx, Jones was the one who most clearly recognised and
enunciated the historical character of capitalism’. Jones wrote that ‘the gen-
eral principles of political economy have hitherto been laid down by English
writers with an especial and exclusive view to the peculiar form and structure
of society existing in Great Britain’ — a society characterised by the fact that
the majority of labourers, in both industry and agriculture, were wage-workers,
employed by a class of capitalists owning the means of production and differ-
ent from the possessors of the so0il.#6 Such a disposition of classes, Jones argued
in 1833, could be seen only in England and the Low Countries, and in certain
places in Western Europe and America. It did not describe the social structure
of humanity during most of its history and certainly not that of most of the
globe at the time when he was writing.

In his commentary on Jones in Theories of Surplus-Value, Marx wrote that
‘The real science of political economy ends by regarding the bourgeois produc-
tion relations as merely Aistorical ones, leading to higher relations in which the
antagonism on which they are based is resolved’4? In Hilferding’s terms, this
meant that

46  Jones1859, p. 1.
47  Marx1975, p. 429.



18 INTRODUCTION

With Jones, political economy arrives at the point where its previous
conscious or unconscious assumption — the necessity, or the implicitly
assumed existence, of the bourgeois form of production — had to be
dropped in order to make possible further progress of the science. It is the
point from which economics goes backwards towards vulgar economy or
forwards to scientific socialism.*8

Hilferding shared Kautsky’s conclusion that ‘Karl Marx starts where Richard
Jones stopped,, to which he added that ‘Marx also begins where Ricardo stops.
The ‘fundamentally new element in Marx’ was his attempt ‘to combine the his-
torical conception that Jones counterposes to Ricardo’s “abstract method” with
the latter, and in that way to complete it and revolutionise it. Jones had not
gone ‘beyond historical description to theoretical comprehension. That is pre-
cisely Marx’s achievement'. Hilferding concluded that ‘The economic theory of
scientific Marxism grew out of the specifically Marxist union of the “inductive
method” of Jones and the abstract method of Ricardo. And the economic categor-
ies, once discovered, remained historical. From this followed a political conclu-
sion: ‘The distinguishing feature of scientific socialism is precisely that social-
ism is nothing but the result of the full development of the capitalist economy’.

The next document in this collection is an overview of all three volumes
of Theories of Surplus-Value by Otto Bauer, who in 1910 wrote that only after
a lapse of 51 years ‘do we get to know the final part of the work — the part
that Friedrich Engels intended to publish as a fourth volume of Capital —
whose first part Karl Marx published in 1859’ As in his previous essay marking
the fortieth anniversary of the first volume of Capital (Document 2), Bauer
explored the relation between Marx and Hegel, in this case between Theories
of Surplus-Value and the method Hegel employed in his Lectures on the History
of Philosophy:

Just as Hegel arranges all the older philosophical systems as integral parts
of his own, as phases of its development, identifying this development
with the self-development of Spirit in general, so Marx looks not only
for the basic ideas of his theory, but also for each one of its component
parts in the economists of the two preceding centuries, and he shows the
internal development of those elements until their systematic organisa-
tion in his own doctrine reflects the development of bourgeois society.*?

48 Document 7.
49 Document 8.
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Whereas Cunow, Eckstein and Hilferding had explored particular authors
and specific theoretical problems, Bauer summarised the whole of Marx’s
history of political economy by explaining how the key issues were integrated
in Marx’s fundamental concepts of historical materialism:

The development of the productive forces finds its specific economic
expression in the progress to a higher organic composition of capital.
Thus theory passes over from the old static problem of value distribution
to the problem of exploring the laws of motion of the capitalist economy.
The problems of accumulation and the rate of profit, already posed by the
older economists, now took on new shape.

As contradictions and antagonisms developed together with the productive
forces, the analysis of the capitalist mode of production turned into its criticism
and led to the discovery that capitalist relations must be replaced by other
relations of production. In this connection, Bauer concurred with Hilferding
in his assessment of Richard Jones, who

regarded the capitalist mode of production as a transient phase in the
development of mankind, a stage of development that can be followed by
another in which the workers themselves will be the owners of the means
of production and of the stocks necessary for labour. As he surveyed the
changes in the productive forces and in the relations of production, he
also recognised that the ideological superstructure changed with them.
Thus Jones already enunciated the fundamental ideas of the materialist
conception of history.

The Method of Political Economy

The next essay in our collection, Document 9, was written by Heinrich Cunow
in 1905 and returns to fundamental questions of methodology. Whereas revi-
sionists were rejecting Marx’s conclusions because capitalism appeared not to
conform to the predictions in Capital, Cunow responded that they were simply
imitating empirical political economy, which ‘seeks to provide explanations for
the economic processes taking place before our eyes, and often only for the
outward form of those processes) paying no regard to implicit logical patterns.
Cunow pointed out that Marx’s understanding of economic laws involved the
same approach as in any of the physical sciences. The law of gravity is not an
illusion because it is contradicted by centrifugal forces. Similarly, the law of the
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falling rate of profit is not an illusion because profits temporarily rise during
the expanding phase of a business cycle. The laws of capitalist development,
rather than being contradicted by passing phenomena, are the real explanation
of such contradictions. And to account for contradictions was the purpose of
all science, which would ‘be superfluous if the form of appearance of things dir-
ectly coincided with their essence’.>0

Following Cunow’s essay on the essential principles of Marx’s research
method, we turn to Rudolf Hilferding’s review of Wilhelm Liebknecht’s The
History of the Theory of Value in England.® The issue that Hilferding addresses
involved the social determination of forms of human labour. On the one hand,
labour is a physiological fact (the expenditure of human energy in production),
but value-creating labour is simultaneously a specific economic category of
capitalist society. Liebknecht understood ‘the concept of labour, as the value-
principle, in physiological terms) to which Hilferding replied that capitalist
production and the labour spent upon it must be regarded ‘not as a natural
but as a social fact”:

Labour is a social and especially an economic category only when indi-
vidual labour is regarded in its specific social form, in its social function.
This happens when the total labour of society is regarded as a unit, of
which each individual labour represents only the aliquot part. Only as
part of a unit, of the total labour, are the individual labours mutually
comparable; and their common measure is simple average labour — an
historically, not a physiologically, determined magnitude, which changes
with alterations of the historical circumstances.52

The universal abstraction of labour as value logically presupposed generalised
commodity exchange. The social form of wage-labour, in turn, presupposed
private ownership of the means of production. The labour that concerned
Marx was not a matter of physiology but rather the social category of wage-
labour, whose value is the objective cost of reproducing labour power (means
of subsistence and the educational costs involved in the reproduction of skilled
labour, according to prevailing social standards), which in turn determines the
value of commodities, the rate of surplus value, the tendency towards the social
average rate of profit, and thus ultimately the distribution of all the productive

50  Marx 1992, p. 956.
51 [Liebknecht, Wilhelm 1902, Zur Geschichte der Werttheorie in England, Jena: Fischer].
52 Document 10.
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forces of capitalist society. Wage-labour, Hilferding wrote, is ‘an historical form,
through which the proportional distribution of the total labour of society,
required for production [Herstellung] of the social product, asserts itself in
a society characterised by the fact that the connection of social labour takes
place through the private exchange of individual labour products’.

Document 11, also written by Hilferding, is a review of Isaiah Rosenberg’s
Ricardo and Marx as Value Theorists.5® Its theme is ‘Marx’s formulation of the
problem of theoretical economics’, and Hilferding’s argument again turns on
the distinction between what is natural and what is social. Classical political
economy had taken the social form of wealth in capitalist society to be anatural
and pre-given fact, whereas Marx focused on the historically changing circum-
stances in which production occurs. The problem for theoretical economics,
therefore, was not to explain wealth but rather the particular form of commod-
ity production.

Marx wrote that ‘The wealth of societies, in which the capitalist mode of pro-
duction prevails, appears as an “immense collection of commodities”; the indi-
vidual commodity appears as its elementary form. Our investigation therefore
begins with the analysis of the commodity’5* As an object that has no use-value
for its owner but only for someone who purchases it, the commodity becomes
the mediator of production relations between people. Analysis of the com-
modity revealed how use-values take on the form of exchange-values, which
in turn regulate the distribution of labour between the different branches of
production. The task of political economy was to discover in the exchange
act, as the basic process in which social relations manifest themselves, the law
that makes commodity production possible. As Hilferding commented, ‘The
law that shows how the exchange is regulated is therefore, at the same time,
the law of motion of society. Finding that law of motion was the task that
Marx posited as the problem of theoretical economics’ Only then, Hilferding
wrote, ‘could Marx arrive at the basic distinction between concrete labour, cre-
ating use-value, and abstract, social, value-creating labour, and thus show the
starting-point of political economy’.

By identifying the ‘social substance’ of the commodity, by demonstrat-
ing that the question under consideration, behind the seemingly material
relations of the commodities, is actually human relationships, moreover,

53 [Rosenberg, Isaiah 1904, Ricardo und Marx als Werttheoretiker: Eine Kritische Studie, Wien:
Ignaz Brand].
54  Marx1976, p.125.
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human relationships within very specific relations of production in com-
modity-producing society — i.e. through the discovery of the fetish char-
acter of the commodity — the ‘mystery’ of society was then resolved.5>

Marxism and the German Historical School

In Documents 12 and 13, written by Rosa Luxemburg and Rudolf Hilferding,
we turn to another aspect of methodological debate, this time involving the
historical school of political economy, which developed chiefly in Germany in
the last half of the nineteenth century. The writers of this school had no quar-
rel with Marx’s emphasis upon the historical context of economic theory. But
while they embraced the historical method, they just as enthusiastically dis-
puted any claim that history is governed by discernible economic laws. Instead,
they emphasised the significance of specific institutions and ‘ethical values’
that prevail at particular times and in particular places, thereby effectively
denying that political economy could ever become a science with general valid-
ity. The founding generation of the school, including Wilhelm Roscher, Bruno
Hildebrand and Karl Knies, was followed by a younger one, which included
Gustav von Schmoller, Karl Biicher, Adolph Wagner, Georg Friedrich Knapp
and Lujo Brentano, and then by a third generation that counted among its most
famous members Werner Sombart and Max Weber.56

The so-called Methodenstreit, or ‘dispute over method) between the his-
torical school and marginalism, which broke out when Carl Menger attacked
Schmoller and the German historical school in his Investigations into the
Method of the Social Sciences with Special Reference to Economics (1883), was
actually a tempest in an academic teapot compared to the common hostil-
ity of both groups to Marxism. In 1886 Eugen von Bohm-Bawerk, a leading
promoter of marginalist theory, wrote a book-length criticism of Marxist eco-
nomics shortly after the appearance of the third volume of Capital;>” and
Lujo Brentano, associated with the historical school, made the struggle against
Marxism a leitmotif of his entire academic career.58

The ambition of members of the historical school to appear as Sozialpoli-
tiker, or progressive advocates of reform, was commonly dismissed by Marxists
and economic liberals alike as Kathedersozialismus. Rosa Luxemburg, in the

55 Document 11.

56  Shionoya 2005.

57  Bohm-Bawerk 1896, refuted by Hilferding 1904.

58  Engels 1891, Kautsky 1891, Marx-Aveling 1895, Kautsky 190o.
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second edition to her brochure Social Reform or Revolution (1908), added this
footnote:

In 1872, Professors Wagner, Schmoller, Brentano, and others held a Con-
gress at Eisenach at which they proclaimed noisily and with much pub-
licity that their goal was the introduction of social reforms for the pro-
tection of the working class. These gentlemen, whom the liberal, Oppen-
heimer, calls Kathedersozialisten [‘Socialists of the Chair’ or ‘Academic
Socialists’] formed a Verein fiir Sozialreform [Association for Social
Reform]. Only a few years later, when the fight against Social Demo-
cracy grew sharper, as representatives in the Reichstag these pygmies
of Kathedersozialismus’ voted for the extension of the Antisocialist Law.
Beyond this, all of the activity of the Association consists in its yearly gen-
eral assemblies, at which a few professorial reports on different themes
are read. Further, the Association has published over one hundred thick
volumes on economic questions. Not a thing has been done for social
reform by the professors — who, in addition, support protective tariffs,
militarism, etc. Finally, the Association has given up social reforms and
occupies itself with the problem of crises, cartels, and the like.5°

In 1888 Karl Kautsky wrote a review of Lujo Brentano’s brochure Classical Polit-
ical Economy, pointing out that the historical school had no alternative to offer
in lieu of the classical economic theory it rejected. Brentano claimed that ‘eco-
nomists no longer had to be thinkers, but photographers’ Kautsky replied that
science does not consist of ‘a mere description of facts and processes. These
provide only the foundations from which laws can be inferred. And it is not just
a question of a mere description, but of a methodical investigation, which again
is only possible on the basis of an adequate and thoroughly thought-out theory.
The historical school’s rejection of coherent theory actually threw its members
back to the theories they rejected, because, Kautsky said, ‘as long as they are
unable to replace classical theory ... they continue to suffer its influence. Mod-
ern eclecticism does not kill classical political economy, but only theoretical
sense, and in doing so it hinders the development of theory’.6°

In 1900 Rosa Luxemburg reviewed Richard Schiiler’s book The Economic
Policy of the Historical School, which called for repudiation of the historical-
inductive approach of the historical school and a return to the deductive meth-

59  Luxemburgigy, p. 88.
60  Kautsky 1888.
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odology of the classics. She argued that the issue was not one of inductive
versus deductive method, but rather of the state of capitalist development and
of the class antagonisms to which it gave rise. The historical school was ‘the
only real national product of the German bourgeoisie in the field of economic
theory’, and it was therefore a true reflection of that class’s own history. It had
arisen as a reaction against the socialist doctrine of political economy. ‘Clas-
sical political economy had everywhere, with invincible logic, turned into self-
criticism, into criticism of the bourgeois order’; and in Marx the transformation
of classical economics into its opposite, into the socialist analysis of capitalism,
had been completed. It followed that

The socialist critique, i.e. the consequence, could only be denied if the
starting point, classical economics, was overcome. The results of the
investigation of bourgeois commodity economy, as offered by classical
economics in a coherent system, could not simply be negated or cor-
rected. There was no other way but to fight the investigation itself, the
method [of classical political economy]. If the purpose of classical eco-
nomics was to understand the principles and basic laws of bourgeois
economy, the historical school, by contrast, set itself the task of mysti-
fying the inner workings of this economy.5!

Just three years after Richard Schiiler challenged the historical school to return
to the deductive method of classical political economy — or, as Rosa Luxemburg
putit, issued the call ‘Back to Adam Smith’— Werner Sombart turned the debate
in a novel direction with his monumental two-volume study of the origins and
development of Modern Capitalism (1902). Drawing upon economic history
and his own sociological insight, Sombart reformulated one of the enduring
questions of historiography: Where is causality to be found, in the conscious-
ness or ‘spirit’ of an era or in changing objective circumstances? For Sombart,
the transition to modern capitalism came when the spirit of economic activity
changed and ‘the pursuit of profit, the prevalent motive of capitalist economic
subjects, replaced the motive of the craftsman, his striving to gain a livelihood
befitting his social status’.

Sombart effectively skirted the debate over induction or deduction, but his
attempt to create a unifying theory of social causality foundered, according
to Hilferding, at the point where it began. Sombart convincingly documented
the relation between economic motives and economic history, but he failed to

61 Document 12.
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explain how or why one motive gave way to another. The result was that he
provided theories, not ‘a general social theory’. The emergence of motivation,
which should have been historically determined, remained unexplained.

Sombart claims that the motivations of living people are the ultimate,
primary active causes we can go back to. In order not to fall into an
extremely idealistic conception that does violence to the facts, Sombart
tries to understand those motives historically. But since he sees them as
the primary factors, he is forced to leave them just to follow one another,
while the task of a theory of development should be to derive them from
one another.52

The Marxist Encounter with the Subjective Theory of Value

Hilferding’s complaint against Werner Sombart was certainly one that could
not be levelled against the Austrian School of economic theory, to which we
turn in Documents 14 and 15. Marxists met no serious challenge from the
historical school in Germany, but the Austrian economists were another matter.
The theory of marginal utility presented itself as the final word in economic
science — a universal principle of choice, rooted in human psychology, that
based itself upon a single foundational premise: the ‘value’ of any good derives
exclusively from its ability to satisfy a human need. A good that is abundant will
be used in less important ways and will therefore have alower price; conversely,
a scarce good will fetch a higher price because it will satisfy needs of higher
priority. The more of any good an individual possesses, the less will he value
the next, or marginal, unit. Value, in this case, becomes nothing but price, and
price has no objective anchor in a single determinant of cost — the expenditure
of living labour and embodied labour in the forms of fixed and circulating
capital.

In an article that Isaak Rubin wrote for the Great Soviet Encyclopaedia in
1926, he recounted that the rudiments of marginal utility theory had already
been developed in the eighteenth century, but

It was in the 1870s that works appeared almost simultaneously by Carl

Menger, [William Stanley] Jevons and Léon Walras, the founders of the
new school, among whom Menger developed most thoroughly the psy-
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chological foundation of the theory and Walras the mathematical. During
the 1880s [Friedrich von] Wieser and [Eugen von] Bohm-Bawerk, stu-
dents of Menger (all three of them lived in Austria), worked out in detail
the psychological theory that is also frequently called the Austrian theory.
By the end of the nineteenth century it became widespread in bourgeois
university science in almost all countries of the world.63

The new economics that grew out of early marginalism, and that generally
prevails to this day, ignores the structurally specific features of capitalism as a
whole and aims instead to predict particular prices, interest rates, GNP or other
such data in order to formulate practical business decisions and social policy.
The purpose of theory, in this context, is strictly instrumental, whereas Marxist
political economy, as Rubin notes, is a study of history, social relations, and even
philosophy all coherently integrated. Marxism regards ‘value’ and all its rami-
fications as determinate categories of a passing historical phase of commodity
production, whereas ‘economics), in its current bourgeois-academic meaning,
treats commodity production as a natural order that is beyond the scope of
inquiry. Capitalist commodity production simply ‘is’ and there is nothing more
to be said.

With such fundamental issues in contention, it was to be expected that
Marxists would mount a vigorous response. One of the earliest to do so was
Conrad Schmidt in 1892, with his essay in Die Neue Zeit on ‘The Psycholo-
gical Tendency in Recent Political Economy’6* Hypothetically adopting the
perspective of a consumer, Schmidt agreed that if a single individual already
has determinate quantities of two goods at his disposal, he will surely judge
the utility of an additional unit of one good or the other on the basis of his
subjective expectation of relative satisfaction. But if the same individual must
also produce the goods in question, then ‘the greater or lesser difficulty in repla-
cing the goods would manifest itself in the larger or smaller quantity of labour
which the individual would have to expend in reproducing those goods’. The
isolated individual then gives way to individual commodity producers, whose
own self-interest leads them to produce and exchange according to the labour
expended in production.

In 1892, the same year when Schmidt’s article appeared, Parvus (under the
pseudonym J.H.) also published a review of Bchm-Bawerk’s book Kapital und
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Kapitalzins.%5 Parvus called marginalism ‘the “new” tendency in vulgar political
economy’ because, instead of explaining the actions of the individual from
his social conditions, it explained social conditions from the conduct of the
individual. In reality, Parvus commented, ‘the laws of economic phenomena
are neither in the individual things, nor in the individuals, but in the relations
into which people enter with regard to each other and to things — in the
economic structure of society’.66

In 1902, the Austro-Marxist Gustav Eckstein also published a satirical re-
view of the main works of Béhm-Bawerk and Carl Menger under the rather
extravagant title of ‘The Fourfold Root of the Principle of Insufficient Reason
of Marginal Utility Theory: A Robinsonade’ — a reference to Arthur Schopen-
hauer’s doctoral dissertation On the Fourfold Root of the Principle of Sufficient
Reason. Schmidt showed that marginalist theory suffered from a number of
limitations, particularly its inability to account for the dynamics of the cap-
italist economy as a whole. But his main purpose was to demonstrate, through
a series of humorous examples — Robinson starves in his attempt to sell his
goods by persuading potential buyers with the help of quotations from Bshm-
Bawerk’s Capital and Interest — the impossibility of exchanging goods under the
‘law’ of subjective value, because it offered no objective measure of needs.

The better-known early Marxist critiques of marginalism are, of course,
Hilferding’s essay on Bhim-Bawerk’s Criticism of Marx®” and Nikolai Bukharin’s
The Economic Theory of the Leisure Class, written in 1914,58 both of which are
readily available online and in print. To summarise these works would be
beyond the scope of this introductory essay, just as a serious examination
of Austrian theory would require another book. Since our concern in this
anthology is the historical development of Marxist political economy, we will
limit ourselves to referring readers to our Document 15 by Isaak Rubin, which
discusses the key issues of concern to Marxists, and to which we have added an
appendix drawn from Rubin’s Essays on Marx’s Theory of Value.

The significance of Rubin’s appendix is twofold. First, he demonstrates that
Marx himself, not to mention Adam Smith, was perfectly familiar with the fact
that total demand falls with a rise in price and that supply increases, the con-
sequence being a diagrammatic representation of what are commonly known
as the ‘curves’ of supply and demand. None of this, Rubin points out, would
have been the least bit unfamiliar to Marx. The second distinction of Rubin’s
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essay, however, is that he explains these phenomena strictly in terms of the
Marxist theory of value. Rubin notes that writers in the marginalist school neg-
lect to ask why prices change, dealing only with fow. To ask why is to return to
the categories of Marx’s labour theory of value. Since marginalist subjectivism
adds nothing to our understanding of ‘why-questions’, Rubin concluded that its
real significance must be explained in class-political terms. The Austrian school
of economics, he concluded, is

a theoretical tendency that corresponds with the ideology of the bour-
geoisie in the epoch of capitalism’s decline, a time when any objective
study of the tendencies of social development leads to the conclusion of
capitalist economy’s inevitable destruction. In this epoch the objective,
social and historical method (the nucleus of which was established by the
classics, as the leading ideologists of a young and progressive bourgeoisie)
becomes the exclusive property of Marxist economic theory, while bour-
geois science appeals to the subjective, psychological and anti-historical
method. The allegedly unchanging psychological ‘nature’ of man comes
to serve as the starting point for theoretical research and as an argument
for the impossibility of a socialist economy. It is not surprising that the
Austrian school has come out with a zealous polemic against Marxism
and has enjoyed rapid and clamorous success amongst bourgeois schol-
ars, who have seen in it ... an acute theoretical weapon for the struggle
against Marxism and socialism.°

Isaak Illich Rubin’s Dialectical Reading of Marx’s Economic Works

Readers will recall that in the first document translated for this book, Illarion
Kaufman had difficulty understanding how Marx could be ‘more realistic than
all of his predecessors’, despite the fact that the ‘external form of his presenta-
tion’ was so suggestive of German idealist philosophy. In his dialectical reading
of Marx’s economic works, Isaak Illich Rubin shows that Marx was able to
achieve that realism precisely because of his ability to draw upon Hegel in a
philosophically inspired science of political economy.

Rubin is known among readers of Western European languages for his ex-
traordinary exposition of Marx’s theory of value,” to which should be added
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his masterful overview of the history of political economy from the mercant-
ilists to John Stuart Mill.”" In this volume we have included six previously
untranslated essays by Rubin, including his account of Marx’s theory of money,
which survived in manuscript form following his assassination by Stalin’s
regime and has only recently been published in the original Russian. To take
into account the tragic fate of this remarkable Marxist scholar, our collection
closes with an essay on Rubin’s life and work by Lyudmila L. Vasina and Yakov
G. Rokityansky.”2

In his essay on ‘Marx’s Teaching on Production and Consumption,”® Rubin
pointed out Marx had often been accused of ignoring the process of consum-
ing products and forgetting the existence of use-value. Rubin dismissed this
argument and attributed it to the critics’ preoccupation with individual judge-
ments of utility, which, according to marginalism, determine a commodity’s
value. Marx, in contrast, always regarded exchange-value in objective terms and
treated consumption as one moment in the reproduction process as a whole.
Basing himself on Marx’s 1844 Manuscripts and on the first chapter of The
German Ideology, both recently published by his friend and colleague David
Ryazanov, Rubin emphasised that human ‘needs’ cannot be understood merely
as the subjective whims of consumers. Marx saw needs developing with the
social division of labour, which, in commodity-producing society, entails sat-
isfaction of needs through exchange. In other words, as with the developing
means of production and the changing forms of production relations, ‘needs’
are always a product of history. Rubin regarded the instrument of labour as
‘the mediating link between man and nature’: ‘the enormous importance of
the instrument of labour is emphasised both in the process of development of
man'’s productive activity and in the process of development of human needs’.”

In a commodity-producing society, the immediate purpose of production
becomes exchange-value rather than use-value. Production and consumption
begin to separate at the same time as they remain connected. The primacy
of exchange-value over use-value becomes all the more evident in capitalist

71 Rubin1g79.
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society. At this point, the two moments of the reproduction process are fur-
ther separated at the same time as they remain necessarily connected through
market demand. Demand, in turn, assumes a determinate character depend-
ing upon the class distribution of incomes. The development of production
creates growing needs for both items of consumption and means of produc-
tion, yet there is a ‘law inherent in capitalist economy that keeps the workers’
consumption at a low level despite the gigantic growth of labour productivity’.
Consumption remains determined by production and the social forms within
which it occurs, not ‘by the needs and arbitrary will of separate individuals’

Rubin then recounts the various ways in which use-value figures in the
‘determinations of economic form’, such as the constant and variable forms
of capital, or the natural form of products that had to be considered in the
reproduction schemes of Volume 11 of Capital. But again Rubin emphasises
that Marx was concerned principally with the social structure of the reproduc-
tion process, not with concrete use-values. Rubin’s theme throughout this essay
is that use-value, while never absent from Marx’s work, must always be con-
sidered in historical context and cannot be regarded as ‘an independent object
for research in theoretical economics’

The capitalist production process is a unity of the labour process (i.e.
the process of producing use-values) and the process of the production
and expansion of value. Political economy takes the latter aspect of the
production process, i.e. the process of the production and expansion of
value, to be the special subject matter of its investigation. But the process
of the expansion of value represents the form in which the process of the
production of products, or of use-values, occurs. Thus, the latter process is
always a part of our investigation, although not as an independent object
for analysis by this science but rather as another side of the single process
of reproduction, which we study as the ‘social structure of production’
(Lenin). It follows that use-value is included within the ambit of our
investigation only insofar as this is necessary in order to understand the
process of the production and expansion of value.”

In his essay ‘Fundamental Features of Marx’s Theory of Value and How it Dif-
fers from Ricardo’s Theory’,”® Rubin argues that Ricardo studied the material-
technical process of production, and particularly the result of changes in labour
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productivity, without reference to the particular ‘social form’ of capitalist pro-
duction relations, because he took capitalist relations to be fixed and beyond
the scope of inquiry. Marx, on the contrary, emphasised that political economy
presupposes capitalist society as its subject matter, and that the resulting eco-
nomic categories are exclusively those of the capitalist social formation.

Thus, while Marx was Ricardo’s successor in terms of seeing labour as the
content of value, he also advanced far beyond Ricardo in his differentiation
between concrete and abstract labour, and in the resulting treatment of value as
a specific historical form. As Rubin writes, ‘the dual character of labour reflects
the difference between the material-technical process of production and its
social form. This difference ... is the basis of the whole of Marxist economic
theory, including the theory of value’”

Marx showed that all the contradictions of capitalism are implicit in the
fundamental contradiction of the commodity. ‘Value’ is a social form, whose
content is concrete labour that has been abstracted.

The equalisation of all types of labour through market equalisation of
all the products of labour as values — this is what Marx means by the
concept of abstract labour. And since the equalisation of labour through
the equalisation of things results from the social form of commodity
economy, in which there is no direct social organisation and equalisation
of labour, it follows that abstract labour is a social and historical concept.
Abstract labour does not express a physiological equality of the various types
of labour, but rather the social equalisation of various types of labour that
occurs in the specific form of market equalisation of the products of labour
as values.™

Value, money, capital, and the various other categories of political economy
are, on the one hand, relations between people; but they are simultaneously
‘things’ that have acquired a social-functional existence. Exchange-value is not
the inherent property of a useful product of human labour, nor is wage-labour
the natural form of human productive activity. Nevertheless, the requirement
that labour become abstract in order to appear as social labour also entails
the consequence that the resulting social forms appear to be real and con-
crete. ‘This “reification” consists of the fact that the thing, with respect to which
people enter into a certain relation between themselves, fulfils a special social
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function of linking people together, the function of mediator or “bearer” of the

particular production relation between people’. Marx believed that reification
would only end when the associated producers socialise the means of produc-
tion and consciously plan their own labour activities. Thus, with his elaboration
of the ‘dual character’ of both labour and value, Marx, rather than completing
the theory of the classics, became the originator of an entirely new economic
theory.

Rubin’s next essay, ‘Towards a History of the Text of the First Chapter of
Marx’s Capital,”® provides a detailed analysis of the development of Marx’s the-
ory of value from his Contribution to the Critique of Political Economy to Capital.
The problem that Rubin poses is why the two works differ so substantially in
terms of Marx’s exposition of his theory of value. The reason, explains Rubin,
is that ‘in the Critique Marx did not yet draw a sharp distinction between value
and exchange-value ... The Critique still lacks any teaching on the development
of the poles of value (i.e. the relative and equivalent forms of value) and on
development of the forms of value (i.e. the simple, expanded, general and mon-
etary forms of value).

In the Critiqgue, Marx did not yet strictly distinguish the content of value
from the form; he treated value quantitatively, whereas in Capital he added
a qualitative dimension. Rubin demonstrates this point by reference to the
distinction between the ‘value relation’ (Wertverhdltnis) — relating the quantity
of materialised labour in one commodity to that in another, or their identity as
values — and the ‘value expression’ (Wertausdruck), in which the value of one
commodity is expressed in terms of the use-value of another commodity. In
the latter case, the first commodity takes the ‘relative form’ and the second the
‘equivalent form), a qualitative difference that points to exchange-value itself as
a distinct value ‘form’. Both sides of the equation still contain the same quantity
of materialised labour, their ‘common denominator, but Rubin emphasises
that the change of form in the ‘value expression’ sets in motion ‘the dialectical
(logical and historical) transformation of one form of value into the other’ It is
the ‘polar’ distinction in Capital between the ‘relative’ and ‘equivalent’ forms of
value that points to the emergence of money, as the universal equivalent, and
to Marx’s distinction between concrete and abstract labour.

The need for such distinction arose from the fact that Ricardo did not
differentiate between value and exchange-value. As Rubin comments, ‘the
conversion of commodities into money seemed to him to be a purely formal
and external act. The result, however, was to create an ‘impassable abyss’

79 Document 18.



THE EARLY RECEPTION OF MARX'S ECONOMIC WORKS 33

between value and exchange-value, leading Samuel Bailey, a critic of Ricardo,
to argue that the labour theory of value makes no sense. Rubin explained
that the structure of Marx’s argument in Capital, as distinct from the Critique,
resulted from the need to address two challenges simultaneously. First, Marx
had to respond to Bailey’s criticism of Ricardo; second, he had to clear up the
confusion left by Ricardo in the first place. The difference between Ricardo and
Bailey was that ‘the former ignored the form of value, while the latter thought
it possible to manage without the concept of value'.

In his concluding paragraph, Rubin provides a concise summary of his
argument:

While the classics concentrated their attention on value and regarded the
form of value as something external and inconsequential, Bailey fell into
the opposite error. He turned his attention mainly to the multiplicity of
value expressions and imagined that ‘by pointing to the multiplicity of
the relative expressions of the same commodity-value he had obliterated
any possibility of a conceptual determination of value’. In order to deflect
Bailey’s attacks, which threatened the entire theory of labour value, Marx
had to draw a sharp distinction between ‘value’ and ‘value expressions)
from which logically followed the need to provide separate analyses of
value and exchange-value. But it was only possible finally to overcome
Bailey’s criticism by filling the gap left by Ricardo ... As distinct from the
classics, [Marx] supplements the doctrine of value with the [separate]
doctrine of ‘the form of value, or exchange-value’ ... The need to arrange
the investigation in these two opposing directions is what explains the
unique structure of the first chapter of Capital.8%

Rubin’s ‘Essays on Marx’s Theory of Money’®! emphasises that Marx begins
by setting aside the subjective intentions of exchange participants. Although
the theory of money results from the theory of value, the theory of value in
turn cannot be constructed without the theory of money. If Marx had not
presupposed money as the medium of developed commodity circulation, he
would have had to begin with the exchange of two items in natura — that is,
with two non-commodities — in which case it would have made sense to say,
together with the marginal utility school, that ‘such exchange may be regulated
by the individual requirements of the participants and by their subjective
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appraisal of the relative usefulness of products’ Only by explicitly beginning
with commodity production — the production of useful things for sale — was
it possible for Marx ‘to eliminate in advance the individual-psychological way
of posing the question (i.e. use-value) and from the very beginning to define
the subject matter of his investigation, exchange-value, as an object belonging
to the social world, as a social function or form of the product of labour’ The
commodity, being an attribute of a particular ‘social world; is also necessarily
one of the latter’s forms: it is a ‘social form’ of production relations between
people, the theme that runs through all of Rubin’s work.

All commodities are qualitatively equal in terms of the unity of their social
function as products of labour, but for exchange to occur they must overcome
their quantitative inequality as use-values: they must be equalised in terms of
the abstract, socially necessary labour that they represent, or their common
property as exchange-value. Thus ‘the investigation leads from social labour (or
the content of value) to the form of value; ... from the form of value to money;
and ... [to] money as the finished result’32

Rubin describes the link between the theories of value and money as follows:

Examination of the mechanism of social dependence between the equa-
tion of labour and the equation of commodities ... constitutes the theme of
the Marxist theory of value, or the first stage of our investigation. After
showing how the equation of labour takes the form of the generalised
equation of commodities, Marx turns to analysis of the latter process,
showing that the generalised equation of commodities is only possible in
the form of them all being equated with one and the same designated com-
modity, which acquires the character of money. This is the theory of the
origin and social function of money, or the second stage of the study. Only
after that is it possible to turn to consideration of the individual prop-
erties of money as finished results of the process of circulation, which at
first appear to be independent of the latter and to inhere in money itself.
This is the theory of the separate functions of money, or the third stage of
the investigation. In other words, these three stages of the investigation
can be characterised as the doctrine 1) of value, or of the commodity; 2)
of the transformation of the commodity into money; and 3) of money
itself.83

82 Document 19.
83 Document 19.



THE EARLY RECEPTION OF MARX'S ECONOMIC WORKS 35

Rubin explains that the allegedly ‘metaphysical’ doctrine concerning the
dual nature of the commodity contains ‘a sociological analysis of the produc-
tion relations between commodity producers’ The general form of exchange-
ability entails money, as the universal measure of abstract labour and ex-
change-value. And money, in turn, now appears as the true reified ‘carrier’ of the
economic relation: ‘The commodity that fulfils the function of active initiator of
the production relations of exchange between commodity producers, i.e. that pos-
sesses the capacity for direct universal exchangeability for any other commodity,
is money'3*

With a comprehensive analysis of the history and categories of money and
exchange, Rubin guides his reader through the first three chapters of Capital,
ending at the point where Marx turns from the accumulation of money — as
a hoard - to the transition to the next higher category, capital. It is only to
be regretted that the manuscript, after analysing the functions of money as
measure of values, means of circulation, hoarding and means of payment,
breaks off when it was about to describe its function as world money — an
omission which should be added to Stalin’s long list of crimes.

We close our selection of primary documents with the crowning glory of the
collection: Rubin’s essay ‘The Dialectical Development of Categories in Marx’s
Economic System’.85 The issue of methodology has reappeared throughout the
documents that we have translated, but nowhere is it more central than in this
essay by Rubin. There is no question that this essay represents a theoretical
triumph on Rubin’s part that far surpassed the insight of almost all of his
predecessors and contemporaries.

Lenin noted in his Philosophical Notebooks that

In his Capital, Marx first analyses the simplest, most ordinary and fun-
damental, most common and everyday relation of bourgeois (commod-
ity) society, a relation encountered billions of times, viz., the exchange of
commodities. In this very simple phenomenon (in this ‘cell’ of bourgeois
society) analysis reveals all the contradictions (or the germs of all con-
tradictions) of modern society. The subsequent exposition shows us the
development (both growth and movement) of these contradictions and of
this society in the = [the sum] of its individual parts. From its beginning
to its end.86
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In his essay on Marx’s dialectical method, Rubin completed the undertaking
that Lenin projected: he began with the initial ‘cell’ of bourgeois society and
then followed Marx in dialectically (that is, logically and historically) revealing
all the fundamental contradictions of capitalist society, culminating in the
category of crisis.

Rubin stresses the ‘dual character of the law of the unity of opposites, show-
ing how, through a process of gradual development, different social forms arise
from unity, gradually separating and becoming externally independent of one
another. As in Hegel’s Logic, Rubin’s analysis moves within a dialectical circle
of necessity — from the immediacy of a simple category (the commodity, for
example) through its internal differentiation (the poles of value) to a new self-
identity in a higher category (in this case money serving as universal equivalent
for the circulation of commodities) — which again proves contradictory (money
as a private hoard or means of settling private credit obligations, each with the
capacity to disrupt circulation) and thereby necessitates further movement.
Rubin shows that in the entire dialectical movement of the three volumes
of Capital, there is a sequential process of immediacy dissolving into contra-
diction and then returning in the immediacy of a more complex, but also
transitory, self-identity — all of which expresses continuously changing produc-
tion relations between people. Each group of phenomena, which constitutes a
unity, gives way to polarisation and difference; and each group, which appears
to be contradictory, constitutes a unity within whose limits the phenomena are
antitheses.

In Marx’s analysis, phenomena that have ‘become detached’ are revealed
as ‘alienated’ production relations between people, or social forms of human
relations that have, as Rubin says, ‘coalesced’ with things. The reified ‘determin-
ations of form), at each level of analysis, are shown confronting one anotherin a
condition of contradiction and struggle, yet ultimately the entire system points
beyond itself to the restoration of human community. Marx’s understanding
of history begins with the patriarchal family and primitive community; it ends
with the projection of a restored community that transcends class divisions but
also retains the wealth of history. As Rubin writes, a history of class struggle,
culminating in the conflict between those who own and those who create the
means of production, prepares the ground

for a real ‘removal’ of the alienated and detached forms of social life and
for a genuine revelation of the unity that lies at their basis. The more the
power of ‘alienated’ labour (capital) grows over living labour, the more the
conditions are created for the elimination of this alienation. It is precisely
because capital develops the powerful productive forces of labour, which
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can no longer operate within the limits of capitalist production relations,
that it also prepares its own end.8”

The Critique of Political Economy as the Scientific Foundation of
Communism

The last part of the third volume of Capital, entitled ‘The Revenues and Their
Sources), closes with an unfinished last chapter called ‘Classes’, in which Marx
shows the economic roots of the antagonism between wage-workers, capital-
ists and landowners. Thus, at the very pinnacle of this imposing intellectual
construction ‘we have the class struggle, as the conclusion in which the move-
ment and disintegration’ of capitalist society ‘resolves itself’88 The repeated
attempts to replace Marx’s policy of class struggle by different forms of class
collaboration, ranging from Millerand’s ‘government of republican defence’ to
Stalin’s ‘anti-fascist popular front’ to Enrico Berlinguer’s ‘historic compromise,
show that Marx’s leading ideas have to be stressed again and again, not only
against obfuscations by bourgeois ideologists, but also against the policies of
the putative political representatives of the working class.

But laying bare the economic foundations of the class antagonisms of pres-
ent-day society was only part of Marx’s research project. Another and even
more important aim was to show how the developmental tendencies of capit-
alism revealed it to be a transitory stage in the history of humankind, pointing
beyond itself to a higher stage in which class antagonisms would be tran-
scended. The whole of history has been one of the gradual appropriation of
nature by human labour and of the progressive enslavement of the major-
ity of humanity by an ever smaller minority of exploiters. The concentra-
tion and centralisation of the means of production, as well as the interna-
tional division of labour brought forth by capitalism, have created the found-
ations for a new social formation, an association of free and equal producers
who will exert conscious control over their production and reproduction pro-
cesses and thus regulate the course of social development in order to secure
the widest possible scope for the development of human personality. Only
then, under genuine communism, will humanity finally be able to pass to
the kingdom of freedom. Concrete labour, with which Marx began the first

87 Document 20.
88 Letter from Marx to Engels, 30 April 1868, in MEcw, Vol. 43, p. 25.



38 INTRODUCTION

volume of Capital, will return from abstraction to the concrete universal of self-
determined labour in the form of a social plan determined by the associated
producers.



Why Does Marx Matter?

Richard B. Day

The common theme of the documents in this volume is the methodological
uniqueness of Karl Marx’s writings in political economy. Marx set out to trans-
form political economy from a rationalisation of existing capitalist society into
a scientific criticism of that same society and its dehumanising effects in terms
of exploitation and commodity fetishism. It is a fact, however, that Marx’s
major economic works — A Contribution to the Critique of Political Economy, the
three volumes of Capital, the Grundrisse (notebooks for Capital) and the three
parts of Theories of Surplus-Value — also have much in common with philo-
sophy, particularly with questions of how we know, and what we can hope to
know, of the prospects for a civilised life in human community.

Karl Marx’s debt to Hegel is generally acknowledged. Marx himself spoke
of being a pupil of that ‘mighty thinker'! Marx’s analysis of political economy
originated in his critique of Hegelian philosophy, just as Hegel’s system was a
critical response to the epistemology and moral philosophy of Immanuel Kant.
This means that to appreciate Marx’s work, as a totality, presupposes some
familiarity with both Hegel and Kant. Hegel spoke of his dialectical method
as a ‘circle of necessity’? Marx replied that the ‘rational kernel’ of Hegel’s
method must be separated from its ‘mystical shell’ In the theory of historical
materialism, Marx severed Hegelian dialectics from ethical idealism. He began
with Feuerbach’s humanism in the 1844 Manuscripts; he ended, particularly in
the Grundrisse, with the practical prospect of human community through the
rational self-determination of an agreed economic plan.

For Marx, the critique of philosophy involved transcendence, not mere repu-
diation. To transcend philosophical ideals required that the ideals be made real:
‘The philosophers have only interpreted the world, in various ways; the point is
to change it'3 In that sense, Marx’s work moved in its own ‘circle of necessity’ —
from the critical evaluation of Hegelian philosophy, through the economic ana-
lysis of capitalist contradictions, to the prospect of fulfilling the human poten-
tial in communism. To outline that movement, and thus to provide a larger
context for Marx’s specific contributions to political economy, will be the pur-

1 Marx 1976, p. 103.
2 Hegel 1967, p. 105.
3 Marx, ‘Theses on Feuerbach), in Tucker (ed.) 1978, p. 145.
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pose of this essay, beginning with the pre-history of market philosophy and
then proceeding to Smith, Kant, Hegel and Marx.

The ‘Spiritual’ Pre-History of Adam Smith’s Market Philosophy

In the hierarchical order of medieval Europe, everyone and everything had
an appointed place. Economic life, apart from famine, plague or plunder, was
essentially static; the seasons governed agriculture, and the notion of unlimited
economic growth would have been regarded as madness. The economic prob-
lem was conceived not in terms of expanding production but rather in terms
of safeguarding the right to life in tenuous circumstances. This meant that dis-
tribution of the social product was a central issue. In the thirteenth century, St.
Thomas Aquinas reconciled Christian theology with the teachings of Aristotle,
writing that ‘man is naturally a social animal,* with the consequence that ‘the
good of one man is not a final end but is directed toward the common good,
and the good of a single household is ordered to the good of the state that is a
perfect community’? Aristotle had said that ‘Friends’ goods are goods in com-
mon’% to which Aquinas added that ‘a man should not possess external things
as his alone but for the community, so that he is ready to share them with oth-
ers in case of necessity. Thus the Apostle Paul says in 1 Timothy, “Command the
rich of the world to be ready to share and to give”’”

Aquinas taught that the good of the community circumscribed the indi-
vidual right of property. Since each had the God-given right to life, it followed
that ‘when a person is in imminent danger and cannot be helped in any other
way — then a person may legitimately supply his need from the property of
someone else, whether openly or secretly. Strictly speaking such a case is not
theft or robbery’8 The rich had a Christian duty of charity to the poor as a con-
dition of their own salvation, and the doctrine of the ‘just price’ rationalised
regulation of local markets in order to stabilise food prices. Church doctrine
treated markets as a threat to social order, and Aquinas specifically condemned
both usury and money-making trade as morally corrupting, for their sole end
was ‘greed for money which has no limit’.% Describing the practical effect upon

Lewis 1954, p. 226.
Aquinas 1988, p. 45.
Aristotle 1952, p. 49.
Aquinas 1988, p. 72.
Aquinas 1988, p. 73.
Ibid.
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commerce in the fourteenth century, the economic historian Henri Pirenne
wrote that ‘The liberty of the individual was ruthlessly curtailed, and the sale of
foodstuffs [was] subjected to a regulation almost as despotic and inquisitorial
as that which was applied ... to small-scale industry’® While St. Thomas con-
demned usury, Pirenne also noted that the Church was in fact the indispensable
moneylender of the medieval world. Without credit, society could not survive
the periodic disaster of famine. The Church

possessed a liquid capital which made it a financial power of the first
order. Chronicles are full of details about the wealth of the monastic
shrines, teeming with reliquaries, candlesticks, censers and sacred vessels
made of the precious metals, offerings both great and small, which the
piety of the faithful lavished on the earthly representatives of those all-
powerful saints, whose intervention was most surely to be obtained by
generosity to their servants. Every church of any reputation had thus at
its disposal treasures, which not only increased the pomp of its services,
but were an abundant hoard of capital.!

Since the Church claimed to mediate between God and man, there was an obvi-
ous temptation for its adherents to attempt to purchase the remission of sin.
Thomas Gascoigne (Chancellor of Cambridge University from 1443-5) com-
plained that sinners say: ‘I care not how many evils I do in God’s sight, for I
can easily get plenary remission of all guilt and penalty by an absolution and
indulgence granted me by the Pope, whose written grant I can have for four or
six pence ..."}2 The involvement of the Church in financing the growth of mer-
cantile capitalism, which was accelerated in the sixteenth century by Europe’s
colonial expansion and the influx of gold from the Americas, intensified the
contradictions between medieval doctrine and commercial development, pro-
voking Martin Luther’s charge in 1517 that the Church itself was guilty of avarice
and the sale of salvation.

Luther initiated the Protestant Reformation, but John Calvin provided the
new world of commerce with its most coherent rationalisation. While the rad-
ical Anabaptists practised communism, in his Institutes of the Christian Reli-
gion (1536) Calvin reconciled business with theology by articulating what Max
Weber called ‘the spirit of capitalism’!® Aquinas had spoken of the responsib-

10  Pirenne1937, p. 174.

11 Pirenne 1937, pp. n18—19.
12 Durant 1980, p. 23.

13 Weberigs8.
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ility of Church and state for the common good, but for Calvin a major purpose
of civil authority was to ensure ‘that the public tranquillity may not be dis-
turbed; that every person may enjoy his property without molestation; that
men may transact their business together without fraud or injustice’'# Private
property, including inheritance, was a blessing from God: ‘Though some seem
to enrich themselves by vigilance it is nevertheless God who blesses and cares
for them. Though others are rich before they are born and their fathers have
acquired great possessions, this is nevertheless not by accident but the provid-
ence of God rules over it'!® Just as ‘gifts of the Spirit’ were variously distrib-
uted, Calvin believed that civil authorities must secure to every individual ‘the
exclusive enjoyment of his property, as it is necessary for the preservation
of the peace of society that men should have peculiar and distinct posses-
sions.16

If a principal responsibility of civil government was to protect property
and commerce, money-making and the pursuit of wealth likewise had to be
reinterpreted as part of the Divine plan, which for Calvin included the doctrine
of pre-destination. If God was all-knowing, Calvin reasoned that He must
have known from the beginning of time who would be saved and who was
condemned. God could not be persuaded either by prayer or by gifts to the
Church to change His mind. Some had been ‘elected’ for glory, others for
damnation. God said to Moses: ‘I will have mercy on whom I have mercy, and
I will have compassion on whom I have compassion’ (Romans 9:15, 21). The
result of the Protestant Reformation, as Hegel later observed in his Philosophy
of History, was that ‘Men became the victims of a tormenting uncertainty as to
whether the good Spirit has an abode in them, and it was deemed indispensable
that the entire process of spiritual transformation should become perceptible
to the individual himself’1

With the separation of personal salvation from institutionalised mediation
through the priesthood, Hegel saw in Calvinism the spiritual birthplace of the
modern principle of ‘subjective freedom’. In the Protestant view, a one-to-one
relationship with God meant each was responsible for his own soul, and God
speaks directly to each through the voice of conscience. Hegel wrote:

... there is no longer a distinction between priests and laymen; we no
longer find one class in possession of the substance of the Truth, as of

14  Calvin 1844, Vol. 11, p. 635.

15 Calvin, ‘Sermon on Deuteronomy’, cited by Niebuhr 1944, p. 94.
16 Calvin 1844, Vol. 11, p. 223.

17 Hegel 1900, p. 425.
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all the spiritual and temporal treasures of the Church ... Each has to
accomplish the work of reconciliation in his own soul. — Subjective Spirit
has to receive the Spirit of Truth into itself, and give it a dwelling place
there ... Thus Christian Freedom is actualized.!®

The problem was: How could one know one’s place in the Divine plan? Lack
of faith was clear evidence that one was not predestined for salvation, but
economic success helped to confirm faith and implicitly linked wealth with
grace. Max Weber concluded that, by pursuing wealth, the Protestant Christian
‘creates his own salvation, or, as would be more correct, the conviction of
it'!9 In Calvinist theology, each was responsible for multiplying God’s assets
in his particular calling. But God’s assets could not be squandered in self-
indulgence. The moral opprobrium attached to ostentatious consumption lent
spiritual significance to self-denial and the accumulation of capital. In his
Contribution to the Critique of Political Economy, Marx later wrote that the
hoarder of money is ‘intrinsically a Protestant by religion and still more a
Puritan’2® Marx described the hoarder as a ‘martyr to exchange-value’ and
a ‘holy ascetic,?! although he added that the ‘monetary soul?? of a hoard
demanded its reinvestment for continuous accumulation. Max Weber came to
the same conclusion:

... the religious valuation of restless, continuous, systematic work in a
worldly calling, as ... the surest and most evident proof of rebirth and
genuine faith, must have been the most powerful conceivable lever for
the expansion of that attitude toward life which we have ... called the
spirit of capitalism. When the limitation of consumption is combined
with this release of acquisitive energy, the inevitable practical result is
obvious: accumulation of capital through ascetic compulsion to save.?3

The Reformation reflected in social consciousness the beginnings of what
Marx called the ‘primitive’ accumulation of capital, which was accompanied
from the late fifteenth century onwards by the growing commercialisation

18 Hegel 1900, p. 416.
19  Weber1958, p. 115.
20  Marx 1970, p.130.
21 Marx 1970, p. 134
22 Marx 1970, p. 131.
23  Weber1958, p. 172.
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of agriculture and separation of peasants from the soil. In Capital, Marx began
his chapter on primitive accumulation with this comment:

The proletariat created by the breaking-up of the bands of feudal retain-
ers and by the forcible expropriation of the people from the soil, this free
and rightless proletariat could not possibly be absorbed by the nascent
manufactures as fast as it was thrown upon the world. On the other hand,
these men, suddenly dragged from their accustomed mode of life, could
not immediately adapt themselves to the discipline of their new condi-
tion. They were turned ... into beggars, robbers and vagabonds, partly
from inclination, in most cases under the force of circumstances. Hence
atthe end of the fifteenth and during the whole of the sixteenth centuries,
a bloody legislation against vagabondage was enforced throughout West-
ern Europe. The fathers of the present working class were chastised for
their enforced transformation into vagabonds and paupers. Legislation
treated them as ‘voluntary’ criminals, and assumed that it was entirely
within their powers to go on working under the old conditions which in
fact no longer existed.2*

The dissolution of manorial life was reflected in an individualistic view of
the world that eventually penetrated every dimension of social consciousness.
Just as Calvinism held each accountable for his own soul, the market held
each responsible for his own economic fate. Hence the ‘victims’ of economic
transformation were damned both by God’s law and by the civil authorities.
To provide charity to ‘idle’ beggars was merely to encourage them in their
idle wickedness. The more wealth became associated with godliness, the more
poverty became contemptible. For Protestants, as Hegel remarked in The Philo-
sophy of History, ‘It is more consonant with justice that he who has money
should spend it even in luxuries, than that he should give it away to idlers
and beggars’25 The historian R.H. Tawney made a similar observation in Reli-
gion and the Rise of Capitalism: ‘A society which reverences the attainment of
riches as the supreme felicity will naturally be disposed to regard the poor as
damned in the next world, if only to justify itself for making their life a hell in
this’.26

24  Marx1976, p. 896.
25  Hegel 1900, p. 423.
26  Tawney 1961, p. 265.
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Adam Smith’s Market Philosophy

Writing in Presbyterian Glasgow in the mid-eighteenth century, Adam Smith
reinterpreted Protestant theology in terms of sociological secularism and came
to totally different conclusions. Calvin had explained the role of ‘conscience’ in
terms of the etymology of the word: it meant each individual knowing together
with God.?” Smith’s Theory of Moral Sentiments (1759) emphasised instead the
role of conscience as mediator between the individual will and community
standards of proper conduct. Sir Isaac Newton had explained the universe as
a system of ‘natural laws’ and bodies in motion, and Smith believed that the
natural order allowed neither for Divine intervention nor for a Divine plan in
the Calvinist sense: a rational Providence, the Author and Judge of the World,
had designed a rational world that operates according to its own laws, of which
conscience, representing the natural basis of moral order, was an integral part.
Smith began his moral philosophy with the proposition that the nature of
man, as a naturally social being, includes the capacity for ‘sympathy’ with
others. The opening sentence of The Theory of Moral Sentiments declared:

How selfish soever man may be supposed, there are evidently some prin-
ciples in his nature, which interest him in the fortune of others, and
render their happiness necessary to him, though he derives nothing from
it except the pleasure of seeing it. Of this kind is pity or compassion, the
emotion which we feel for the misery of others ...28

Smith claimed that morality originates in every individual sympathetically
imagining both the pain and the pleasures of other people. Such is the ‘con-
stitution of nature) and ‘It is thus that man, who can subsist only in society,
was fitted by nature to that situation for which he was made. All the mem-

27  ‘For as, when men apprehend the knowledge of things in the mind and understanding,
they are thence said scire, “to know,” whence is derived the word scientia, “science” or
“knowledge,” so when they have a sense of Divine justice, as an additional witness, which
permits them not to conceal their sins or to elude accusation at the tribunal of the
supreme Judge, this sense is termed conscientia, “conscience.” For it is a kind of medium
between God and man, because it does not suffer a man to suppress what he knows within
himself, but pursues him till it brings him to conviction ... This sentiment, therefore, which
places man before the Divine tribunal is appointed ... to watch over man, to observe and
examine all his secrets, that nothing may remain enveloped in darkness. Hence the old

”y

proverb, “Conscience is as a thousand witnesses”’ (Calvin 1844, Vol. 11, pp. 74-5).

28  Smith1976, p. 9.
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bers of human society stand in need of each other’s assistance, and are like-
wise exposed to mutual injuries’2® Properly informed consciences become the
subjective bond of human community when each judges the actions of oth-
ers — and of oneself — on the basis of whether it is possible to sympathise
with a particular conduct and its consequences. Conscience is the internal
‘third party’ that imposes self-restraint: ‘We endeavour to examine our own
conduct as we imagine any other fair and impartial spectator would examine
it’30 Rules of moral judgement result, therefore, from the reciprocal adjust-
ments of individual behaviour;3! they are neither God-given nor exclusively
a product either of reason or of custom. Instead, they spontaneously emerge
from everyday experience. To be a rational individual, for Smith, meant to pos-
sess a fully socialised conscience, that is, the facility of knowing together with
other members of the community what moral propriety demands. Among the
fundamental virtues of socially responsible individuals, Smith attached the
highest priority to prudence, justice and benevolence.

In a dialectic of the inner and outer, Smith’s theory anticipated Hegel’s
concept of subjective freedom. Autonomous individual judgments would take
into account the legitimate expectations of what the sociologist George Her-
bert Mead later called ‘the generalised other.3? But socialised individuals,
attuned to what others think and experience, would also seek admiration along
with moral approval. The result was that the virtue of prudence, or responsible
management of one’s personal affairs, might grow over into the vice of avarice.
Smith retained a Protestant disdain for conspicuous wealth in the belief that
human needs are by nature limited. He worried, however, that two elements
of human nature pointed to the possible corruption of our moral sentiments:
1) we are all victims of the deception that wealth brings happiness; and 2) as
social beings, we all believe that others will respect and envy us because, ima-
gining themselves in our place, they will be impressed with the happiness that
our wealth must bestow. In a passage reminiscent of Calvin, Smith wrote:

The rich man glories in his riches, because he feels that they naturally
draw upon him the attention of the world ... At the thought of this, his
heart seems to swell and dilate itself within him, and he is fonder of his
wealth, upon this account, than for all the advantages it procures him.
The poor man, on the contrary, is ashamed of his poverty ... The poor

29  Smith 1976, p. 8.

30  Smith 1976, p. 110.
31 Smith 1976, p. 159.
32  Mead 1934, p. 152.
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man goes out and comes in unheeded, and when in the midst of a crowd
is in the same obscurity as if shut up in his own hovel. Those humble
cares and painful attentions which occupy those in his situation, afford
no amusement to the dissipated and the gay. They turn their eyes away
from him, or if the extremity of his distress forces them to look at him, it is
only to spurn so disagreeable an object from among them. The fortunate
and the proud wonder at the insolence of human wretchedness, that it
should dare to present itself before them, and with the loathsome aspect
of its misery presume to disturb the serenity of their happiness. The man
of rank and distinction, on the contrary, is observed by all the world.33

Social order and prosperity required that wealth and greatness be respected,
for admiration is a powerful incentive to productive activity. But the result,
Smith said, is that wealth often receives the respect properly due to virtue,
while poverty is treated with the contempt that vice and folly deserve.34 Smith
believed that the virtue of justice would encourage restraint, both as an internal
moral rule and as the external force of positive law. But if wealth disposes the
rich to ‘turn their eyes away’ from the poor, how could Smith expect that the
rich and powerful, who write the laws, would not be the exclusive beneficiaries?
He answered that the order of nature includes an ‘invisible hand’ that causes
the excesses even of the landlord class, the idlest of the rich, ultimately to
benefit the poor. Since ‘the eye is larger than the belly) landlords redistribute
their surplus to hire others who entertain and serve them:

The pleasures of wealth and greatness ... strike the imagination as some-
thing grand and beautiful and noble ... It is this deception which rouses
and keeps in continual motion the industry of mankind ... [But] the rich
only select from the heap what is most precious and agreeable. They
consume little more than the poor ... in spite of their natural selfishness
and rapacity ... They are led by an invisible hand to make nearly the same
distribution of the necessaries of life, which would have been made, had
the earth been divided into equal proportions among all its inhabitants,
and thus without intending it, without knowing it, advance the interest
of society, and afford means to the multiplication of the species.3>

33  Smith 1976, pp. 50-1.
34  Smith 1976, pp. 61—2.
35  Smith 1976, pp. 183—5.
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With this reference to the ‘invisible hand’, The Theory of Moral Sentiments
pointed the way to analysis of the capitalist market in The Wealth of Nations,
in which Smith replaced Calvin’s Divine plan with objective market laws. Con-
vinced that individual responsibility is a moral advance over feudal hierarchy,
Smith found in the market the natural order that he believed must realise his
philosophic ideal. The market was morally justifiable because it was the only
alternative that history provided in which individuals acquire both the liberty
and the responsibility to make their own decisions. The economic theory of The
Wealth of Nations was Smith’s practical elaboration of moral philosophy.

Smith began The Wealth of Nations with reference to a natural propensity
to ‘truck, barter, and exchange one thing for another’36 Trade and economic
cooperation, through the division of labour, appeared to be ‘the necessary
consequence of the faculties of reason and of speech ... It is common to all men,
and to be found in no other race of animals’37 But the decisive change in Smith’s
thinking involved recognition that businessmen are guided immediately by
profit — or self-love — not by benevolence or the fellow-feeling of conscience.
In the pursuit of profit, the capitalist ‘intends only his own gain’, yet he is ‘led
by an invisible hand to promote an end which was no part of his intention’.38
Through the invisible hand of market prices, self-love promotes social well-
being: ‘It is not from the benevolence of the butcher, the brewer, or the baker,
that we expect our dinner, but from their regard to their own interest. We
address ourselves, not to their humanity but to their self-love’39 In order to
maximise profit, every businessman, in a competitive market, will try to sell
the best possible product at the lowest possible price.

Self-love is beneficial because it increases social income and, at the same
time, is assumed to be restrained by moral consciousness and public laws. The
laws also define the property rights that make accumulation and social advance
possible:

Among nations of hunters, as there is scarce any property, or at least none
that exceeds the value of two or three days labour, so there is seldom
any established magistrate, or any regular administration of justice. Men
who have no property, can injure one another only in their persons or
reputations ... Wherever there is great property, there is great inequality
... Itis only under the shelter of the civil magistrate, that the owner of that

36  Smith 1937, p.13.
37  Ibid.

38  Smith 1937, p. 423.
39  Smith1937, p. 14.
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valuable property ... can sleep a single night in security ... The acquisition
of valuable and extensive property, therefore, necessarily requires the
establishment of civil government. Where there is no property ... civil
government is not so necessary.*°

Smith was perfectly aware that ‘Civil government, so far as it is instituted for
the security of property, is, in reality, instituted for the defence of the rich
against the poor, or of those who have some property against those who have
none at all'*! But property was necessary for accumulation, and accumulation
was necessary for raising living standards. When capital is accumulated, the
division of labour is extended and workers become more productive. As a
result, the self-seeking behaviour of society’s parts efficiently maximises the
income of the whole. Given the presupposition of moral self-restraint and
positive law, the market would benefit the whole of society and do so in
conformity with the objective requirements of justice. The system of ‘natural
liberty’ would reconcile efficiency with justice.

The problem remained, of course, that employers would always try to escape
competition and monopolise the market. As a group, they also shared a special
interest in suppressing wages:

Masters are always and everywhere in a sort of tacit, but constant and
uniform, combination, not to raise the wages of labour above their actual
rate ... We seldom, indeed, hear of this combination, because it is the
usual, and, one may say, the natural state of things, which nobody ever
hears of. Masters, too, sometimes enter into particular combinations to
sink the wages of labour even below this rate. These are always conducted
with the utmost silence and secrecy ...#2

Workers may respond by attempting to create their own defensive combina-
tions, but the law forbids them to do so, and the masters ‘call aloud for the
assistance of the civil magistrate’. And since workmen depend upon employ-
ment for their subsistence, any attempts to resist the suppression of wages
‘generally end in nothing but the punishment and ruin of the ringleaders'*3
If the laws favour the rich, where is the justification for Smith’s conviction that
economic growth would be to the advantage of all? The answer, Smith believed,

40  Smith 1937, pp. 669—70.
41 Smith1937, p. 674.

42 Smith 1937, pp. 66—7.
43  Smith1937, p. 67.



50 DAY

is that there must be a competitive market not merely for the sale of goods but
also for the hiring of wage-labourers. That condition would prevail with a rapid
accumulation of capital:

When in any country the demand for those who live by wages ... is con-
tinually increasing; when every year furnishes employment for a greater
number than had been employed the year before, the workmen have no
occasion to combine in order to raise their wages. The scarcity of hands
occasions a competition among masters, who bid against one another
in order to get workmen, and thus voluntarily break through the natural
combination of masters not to raise wages ... The demand for those who
live by wages, therefore, necessarily increases with the increase of the rev-
enue and stock of every country, and cannot possibly increase without it.
The increase of revenue and stock is the increase of national wealth. The
demand for those who live by wages, therefore, naturally increases with
the increase of national wealth, and cannot possibly increase without it.44

In his chapter on the accumulation of capital, Smith concluded that every
‘frugal man’, who saves and invests his net revenue, is objectively a ‘public bene-
factor’#5 The market system transforms private accumulation into beneficence
with or without the corresponding subjective intention. The capitalist pursues
his own gain, but he is led by ‘an invisible hand’ of competitive market prices to
promote the public interest.#6 The objective design of nature makes the mar-
ket an inherently moral and moralising order. The virtues of prudence, justice
and benevolence, enunciated in Smith’s Theory of Moral Sentiments, are there-
fore ensured through the activity of self-love, and the seeming contradiction
between greed and godliness disappears. The Wealth of Nations, as a practical
extension of moral philosophy, gives way to the science of political economy,
which demonstrates that to do ‘good’ in the world is to accumulate capital.

Immanuel Kant: Moral Duty and Political Philosophy

While Adam Smith began by searching for the natural-social origin of good
intentions, he ended by justifying capitalism in terms of its objective con-

44  Smith 1937, pp. 68—9.
45  Smith1937, p. 324.
46 Smith 1937, p. 423.



WHY DOES MARX MATTER? 51

sequences. Immanuel Kant took exactly the opposite approach, believing that
there is no connection whatever between economic consequences and moral
judgements. Smith thought moral rules result from everyday experience, which
logically implied that they are dependent upon time and place. Kant, to the
contrary, held that the moral law is universal and accessible only to a priori
reason. Despite the differences in their final conclusions, however, Kant's view
of history was in many respects suggestive of the type of reasoning found in
Smith’s Wealth of Nations.

Adam Smith was aware of historical stages, moving from the Age of Hunters
to that of Shepherds, then to Agriculture and eventually to Commerce,*” which
he regarded as most appropriate for the flourishing of human nature. Kant also
believed that history suggested direction and purpose. Whereas Smith referred
to the ‘invisible hand’, Kant spoke of a ‘hidden plan of nature’, involving progress
through moral individuation to purely rational self-discipline. In his Idea for a
Universal History with a Cosmopolitan Purpose (1784), he wrote that men are
‘unwittingly guided in their advance along a course intended by nature. They
are unconsciously promoting an end which, even if they knew what it was,
would scarcely arouse their interest’#® In a subsequent passage, he sounded
even more like Smith:

The means which nature employs to bring about the development of innate
capacities is that of antagonism within society, in so far as this antagonism
[Smith would say competition] becomes in the long run the cause of a law-
governed social order. By antagonism, I mean ... the unsocial sociability of
man that is ... obviously rooted in human nature. Man has an inclination
to live in society ... But he also has a great tendency to live as an indi-
vidual ... [TThe desire for honour, power or property ... drives him to seek
status among his fellows ... Nature should thus be thanked for fostering
social incompatibility, enviously competing vanity, and insatiable desires
for possession or even power. Without these desires, all man’s excellent
natural capacities would never be roused to develop ... They would thus
seem to indicate the design of a wise creator ....#9

Kant thought the ‘hidden plan of nature’ is to produce law-governed social
order. Competition for power and property results in external laws to prevent

47  Smith1982, p. 27.
48 Kant 1970, p. 41.
49  Kantig70, p. 44-5.
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mutual destruction. The laws of the state enable each to pursue his or her own
ends while assuring the same freedom to all others. When self-seeking energies
are lawfully opposed to one another, the destructive effects are neutralised,
and ‘the result is the same as if man’s selfish tendencies were non-existent’.>°
Freedom under external laws is the highest task that nature and historical
experience set for humankind:

The mechanical [i.e. unconscious] process of nature visibly exhibits the
purposive plan of producing concord among men, even against their will
and indeed by means of their very discord. This design, if we regard it as
a compelling cause whose laws of operation are unknown to us, is called
fate. But if we consider its purposive function ... we call it providence.5!

Empirical history culminates in a civil culture of legal discipline, which is the
external condition in which we acquire the habits of mind that allow us to lay
down the moral law to ourselves. The end or purpose of humankind — the ‘idea’
of history — is the universal rule of reason. This distinction between empirical
history and its ideal significance is the beginning of a dualism in Kant’s think-
ing that clearly distinguishes him from Smith. Kant replaced Smith’s unifying
concept of human nature with a distinction between the ‘noumenal’ and the
‘phenomenal’. As phenomenal beings we experience the self as part of nature
and as governed by natural causality: we have biological needs that must be
satisfied. But as noumenal beings we conceive the self as a ‘free will’ that tran-
scends biology: we find freedom in the duty to obey no master but our own
moral reason. Like the Christian soul or the Calvinist conscience, Kant’s nou-
menal being has no empirical existence.

Given this dualism, Kant’s moral philosophy replays the logic of history —
the emergence of law-governed order — as an internal drama within each
consciousness. The result is an internal moral order that co-exists with external
laws. Kant explained the requirements of moral law this way:

Everyone must admit that if a law is to have moral force, i.e. to be the
basis of an obligation, it must carry with it absolute necessity [otherwise
it would not be a law]; ... therefore, the basis of obligation must not be
sought in the nature of man [for nature is a realm of particular needs and
appetites rather than rational necessity], or in the circumstances of the

50 Kant 1970, p. 112.
51 Kant 1970, p. 108.
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world in which he is placed [a universal law cannot be determined by
particular circumstances], but a priori simply in the conception of pure
reason ... moral philosophy ... does not borrow the least thing from the
knowledge of man himself (anthropology), but gives laws a priori to him
as a rational being.5?

An a priori law is logically prior to time and place; that is to say, it is universally
valid — always and everywhere. Moral law is analogous to the laws of physics
insofar as it is universal in scope and binds all without exception. But moral law
is also radically different in that it determines wills that determine themselves.
To apply always and everywhere, the moral law must be strictly formal, telling
us how to judge, not what judgements to make (which will always pertain to a
particular time and place). In the Fundamental Principles of the Metaphysic of
Morals, Kant said: ‘The conception of an objective [universally valid] principle,
insofar as it is obligatory for a will, is called a command (of reason), and the
formula of the command is called an imperative’53 The ‘categorical imperative’
is a meta-rule, or supreme rational principle, for all individual judgements of
moral duty. The ‘matter’ that it ‘forms’ is the personal maxims, or precepts, that
we each prescribe to the self.54

Kant gave several formulations of the categorical imperative: 1) ‘Act only on
that maxim whereby thou canst at the same time will that it should become
a universal law’;%% 2) ‘So act as to treat humanity, whether in thine own per-
son or in that of any other, in every case as an end withal, never as means
only’;%6 3) ‘So act as if thy maxim were to serve likewise as the universal law
(of all rational beings).57 Kant’s second formulation categorically forbids use
of oneself or of another human being merely as a means to one’s own end;
all rational beings must be respected as ends in themselves, whose uniquely
human attribute is the capacity for autonomous moral judgements. The third
formulation, which ultimately reappears in Hegel’s political philosophy and is
even echoed — indirectly, by way of his critique of Hegel — in Marx’s anticipation
of communism, points to the logical prospect of what Kant called a universal
‘kingdom of ends’, meaning a self-governing whole, a community of autonom-

52 Kant 2008, p. 7.

53 Kant 2008, p. 31.

54  In turn, the ‘matter’ formed by our maxims involves the ‘ends’ or purposes that serve as
our motives.

55 Kant 2008, p. 39.

56 Kant 2008, p. 47.

57 Kant 2008, p. 56.



54 DAY

ous individual wills cohering through universal laws that are identical for all,
speak to each from within, and result purely from the requirements of reason.
Kant explained:

By a kingdom I understand the union of different rational beings in a sys-
tem by common laws. Now since it is by laws that ends are determined
as regards their universal validity, hence, if we abstract from the personal
differences of rational beings and likewise from all the content of their
private ends, we shall be able to conceive all ends combined in a system-
atic whole (including both rational beings as ends in themselves, and also
the special ends which each may propose to himself), that is to say, we can

conceive a kingdom of ends, which on the preceding principles is pos-
sible.58

Adam Smith said conscience speaks to us on behalf of our particular com-
munity; Kant replied that conscience speaks the universal, and the universal is
in each of us. The insurmountable contradiction in Kant is that while the king-
dom of ends is a logical imperative, it is also a practical impossibility. As part
of nature, we have needs and passions that thwart moral perfection, which is
why compliance with the categorical imperative is our rational duty; perfect
beings would spontaneously do what ought to be done. The kingdom of ends is
arational utopia, yet Kant insists that reasoning beings must do everything pos-
sible to approach it. How can rational beings rationally pursue the impossible?
Kant answered that unless reason itself is a contradiction, we must have faith
in an immortal soul (only immortals could hope to achieve perfection) and in
God as the lawgiver of an ethical community.

There must ... be someone other than the people whom we can declare
the public lawgiver of an ethical community. But this is the concept
of God as a moral ruler of the world. Hence an ethical community is
conceivable only as a people under divine commands, i.e. as a people of
God, and indeed in accordance with the laws of virtue.5°

Only God, in His perfection, could produce perfect laws that speak to each
from within, yet Kant said it is our rational duty to strive for the ideal. The
question then becomes: How might we aspire, in everyday life, to produce a

58 Kant 2008, p. 51.
59 Kant 1998, pp. 109-10.



WHY DOES MARX MATTER? 55

general Will out of a plurality of individual wills? Marx will tell us that the
answer lies in communal self-determination through an agreed economic plan,
which coordinates all of our ends in a common purpose. For Kant, however, the
answer appeared to lie in a social contract as the concept (or principle) of any
rational constitution in which only the ‘united and consenting Will of all’6° can
legislate, creating a sovereignty in which reason alone must prevail.

Kant suggested that beyond empirical history lies a rational history that we
might consciously make for ourselves. History might be created a priori in the
same way as a priori reason specifies moral duty: ‘... how is it possible to have
history a priori? The answer is that it is possible if the prophet himself occasions
and produces the events he predicts’®! The French Revolution suggested ‘that
man has the quality or power of being the cause and ... the author of his own
improvement”: ‘It cannot ... have been caused by anything other than a moral
disposition within the human race’6? This implied that the ideal might be
made real: 4 philosophical attempt to work out a universal history of the world in
accordance with a plan of nature aimed at a perfect civil union of mankind, must
be regarded as possible and even as capable of furthering the purpose of nature
itself".63

At this point, however, Kant's political philosophy ran aground on the same
issue that confronted Adam Smith: the inequality of wealth and power and its
effect upon the determination of public law. Each individual has the rational
capacity to ‘legislate’ moral precepts for the self, but Kant was convinced that not
all are capable of rational political judgements. Formal law might ensure that
all ‘are free and equal under existing public law ... but not as regards the right
to make these laws’64 Particular wills could not finally converge as a ‘general
Will' — or the ‘united Will of the people’ — because of the institution of private
property. In order to exercise rational judgement in political life, and thus to
have a ‘civil personality’, one first had to have ‘civil independence’, which, in
turn, required economic independence. To be a citizen, one must ‘have some

60 Kant 1965, p. 78.

61 Kant 1970, p. 177.

62  Kant1ig7o, pp.181—2. It is worth noting that while Kant praised the French Revolution after
the fact, he also argued against revolution on the grounds that ‘external’ laws are implicitly
rational and must be obeyed (Kant 1970, p. 55). The Social Contract and General Will were
ideals of Reason, but he believed actual democracy was ‘necessarily a despotism’ (Kant
1970, p. 101).

63 Kant 1970, p. 51.

64 Kant 1970, p. 77.
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property (which can include any skill, trade, fine art or science) to support
himself’65 The self-employed and the independently wealthy — artisans and
landowners — were qualified to be active citizens, but not women or day-
labourers, whose judgement would be distorted by their condition of economic
dependence.

Fitness for voting is a prerequisite of being a citizen. To be fit to vote, a
person must be independent ... This qualification leads to the distinction
between an active and a passive citizen ... The following examples [of
passive citizens] may serve to clear up this difficulty: an apprentice of a
merchant or artisan; a servant (not in the service of the state); a minor
...; all women; and generally anyone who must depend for his support
(subsistence and protection) ... on arrangements by others ... — all such
people lack civic personality ...66

Kant concluded that the ideal of the social contract ‘is in fact merely an idea of
reason’.57 Its practical significance lay solely in the conviction that legislators
are rationally obligated to consider whether any proposed law could be agreed
to by the entire people, were they in a position to express a rational judgement.
But since most of them were not, the phenomenal republic could never become
the noumenal republic. ‘Any true republic, Kant decided, ‘is and cannot be
anything other than a representative system of the people whereby the people’s
rights are looked after on their behalf by deputies who represent the united will
of the citizens’58 Landless peasants, day labourers and vagabonds — the victims,
as Marx said, of primitive capitalist accumulation — would have to depend upon
the wisdom and virtue of the great and powerful.

The dualism in Kant’s political philosophy resulted from his inability to see
beyond the existing economic order. The Marxist philosopher Lucien Gold-
mann wrote that Kantian man is condemned to a tragic and divided existence,
‘torn between a material but atomistic and egoistic aspiration towards happi-
ness and a purely formal morality. That is why the moral law is an imperative,
an “ought’, and not an “is” ..."69

Kant would reply, of course, that what merely ‘is’, is not the point: the proper
concern of philosophy is the subjective intention that precedes the action. ‘An

65 Kant 1970, p. 78.

66 Kant 1965, p. 120.

67  Ibid.

68 Kant 1970, p. 163.

69  Goldmann 1971, p. 168.
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action done from duty derives its moral worth ... from the maxim by which it is
determined, and therefore does not depend on the realization of the object of
the action, but merely on the principle of volition by which the action has taken
place ..."7° The highest end, the ultimate end in itself, is a ‘good will, which
acts upon nothing but the good intention never to treat other people solely as
means to our own end: ‘the worth of such a will is above everything’.”

In The German Ideology (1845), Marx and Engels dismissed such thoughts
as a reflection of the miserable circumstances of the German bourgeoisie in
Kant’s day:

The state of Germany at the end of the last century is fully reflected in
Kant's Kritik der Practischen Vernunft [ Critique of Practical Reason]. While
the French bourgeoisie, by means of the most colossal revolution that
history has ever known, was achieving domination and conquering the
Continent of Europe, while the already politically emancipated English
bourgeoisie was revolutionising industry and subjugating India politic-
ally, and all the rest of the world commercially, the impotent German
burghers did not get any further than ‘good will. Kant was satisfied with
‘good will’ alone, even if it remained entirely without result, and he trans-
ferred the realisation of this good will, the harmony between it and the
needs and impulses of individuals, to the world beyond [the kingdom of
ends]. Kant’s good will fully corresponds to the impotence, depression
and wretchedness of the German burghers, whose petty interests were
never capable of developing into the common, national interests of a
class and who were, therefore, constantly exploited by the bourgeois of
all other nations.”

70 Kant 2008, p.18.

71 Kant 2008, p. 12. On the same page Kant wrote: ‘A good will is good not because of what it
performs or effects, not by its aptness for the attainment of some proposed end, but simply
by virtue of the volition; that s, it is good in itself, and considered by itself is to be esteemed
much higher than all that can be brought about by it in favour of any inclination, nay even
of the sum total of all inclinations. Even if it should happen that, owing to special disfavour
of fortune, or the niggardly provision of a step-motherly nature, this will should wholly
lack power to accomplish its purpose, if with its greatest efforts it should yet achieve
nothing, and there should remain only the good will (not, to be sure, a mere wish, but
the summoning of all means in our power), then, like a jewel, it would still shine by its
own light, as a thing which has its whole value in itself. Its usefulness or fruitfulness can
neither add nor take away anything from this value’ (Ibid.).

72 Marx and Engels 1964, p. 207.
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The characteristic form which French liberalism, based on real class inter-
ests, assumed in Germany we find again in Kant. Neither he, nor the
German middle class, whose whitewashing spokesman he was, noticed
that these theoretical ideas of the bourgeoisie had as their basis material
interests and a will that was conditioned and determined by the material
relations of production. Kant, therefore, separated this theoretical expres-
sion from the interests which it expressed; he made the materially motiv-
ated determinations of the will of the French bourgeois into pure self-
determinations of ‘free will, of the will in and for itself, of the human
will, and so converted it into purely ideological conceptual determina-
tions and moral postulates. Hence the German petty bourgeois recoiled
in horror from the practice of this energetic bourgeois liberalism as soon
as this practice showed itself, both in the Reign of Terror and in shameless
bourgeois profit-making.”3

Marx despised Kant’s political philosophy because he thought it represented
the most insipid sort of bourgeois self-deception. For thinkers such as Adam
Smith and David Ricardo, Marx had much greater respect. They at least made
a contribution to economic science. There is much irony, however, in the fact
that numerous subsequent Marxists, who for one reason or another despaired
of the prospect for proletarian revolution, ended up reverting to some form
of neo-Kantianism. Kant’s name, for that reason, often recurs in this volume.
To disillusioned Marxists, Kant provided a comfortable haven: he expressed
confidence in the ability of human reason if not to resolve class contradictions,
then perhaps to promote gradual improvement. Unlike the Calvinist disdain
for the poor, Kant believed that the principle of the modern state included the
responsibility to redistribute wealth, through taxation, to the benefit of those
who could not secure their own subsistence.” To later Social Democrats, such

73 Marx and Engels 1964, p. 209.

74 In the Metaphysical Elements of Justice, Kant wrote: ‘[ The sovereign| possesses the right
to levy taxes ... in particular for the relief of the poor, foundling hospitals, and churches;
in other words, for what are called charitable and pious institutions ... it follows from the
nature of the state that the government is authorized to require the wealthy to provide
the means of sustenance to those who are unable to provide the most necessary needs
of nature to themselves ... [In order to fulfil this function, the state may] tax the property
of the citizens or their commerce to establish funds and use the interest from them ...
for the needs of the people. The money should not be raised merely through voluntary
contributions, but by compulsory exactions as political burdens ... but lotteries ought not
to be permitted because they increase the number of the poor ...’ (Kant 1965, p. 93).
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as Eduard Bernstein and several Austro-Marxists of the early twentieth century,
this sort of reformism had considerable appeal.”

From Kant’s ‘Good Will’' to Hegel’s Reason of History

G.WF. Hegel, on the other hand, saw in Kant’s work the ultimate frustration of
Reason and Enlightenment. Whereas Kant was widely respected for his logical
rigour, Hegel thought it was precisely Kant’s formal logic that led to the cul-de-
sac of his political theory. Hegel embraced elements of Kant’s epistemology at
the same time as he repudiated its inherent dualism. He took Kant’s frustrat-
ing conclusions as the starting point for his own dramatically more ambitious
enterprise: to replace Kantian subjective idealism with the dialectical philo-
sophy of objective idealism. To move beyond the dualism of what Kant thought,
first required a philosophical critique of ~ow he thought. Before turning to
Hegel's response to Kant, therefore, a brief commentary on the general form
of Kantian thought is in order.

We have already considered Kant’s view of how moral judgements must be
made. Equally important was his view of objective empirical judgements. In
both types of judgement, Kant aspired to a Copernican revolution in philo-
sophy. Copernicus had shown that the apparent movement of heavenly bodies
is partly due to the movement of the earth-bound observer. Kant claimed that
what we know of the world is likewise dependent on the internal movement
of thought. We experience through the senses, but sense impressions acquire
meaning only through the activity of mind.

Kant began with space and time. All experience occurs in space and time, yet
we cannot experience space or time as such. Pure space would be nothingness,
and nothingness cannot be experienced. Space and time are a priori pure forms
of intuition, wholes that make it possible to situate specific parts of experience
in a meaningful way.”® Every empirical judgement likewise presupposes the
logical categories of quantity, quality, relation and modality,” and it is the
mental activity of applying these categories that synthesises appearances into
knowledge of phenomena. If all knowledge of the world is ‘formed’ by logical
categories, then the world, as we know it, must be a product of our own
consciousness.

75  Kant's philosophy continues today to have the same effect upon important philosophers
such as John Rawls and Jiirgen Habermas.

76 Kant 1998a, pp. 157-85.

77 See Kant’s diagram in Kant 1998a, p. 206.
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The result is a fundamental similarity between moral and empirical judge-
ments. Practical reason makes moral judgements according to the universal
moral law, which we know a priori, and theoretical reason judges phenomena
by reference to its own rules for the coherent application of logical categories.
The origin of natural laws, therefore, as with the moral law, must be mind itself:
‘The understanding is thus not merely a faculty for making rules through the
comparison of the appearances; it is itself the legislation for nature, i.e., without
understanding there would not be any nature at all’.?®

The necessary result of this argument is another dualism. If all that we know
of the natural world is formed by our own understanding, we can never have
direct knowledge of ultimate reality, only of our own experience of the world,
which is mediated through the activity of our empirical judgements. The price
that Kant pays for moral autonomy is the impossibility of the kingdom of ends:
some will always choose to violate ethical duty. Similarly, the price paid for the
activity of mind in empirical judgements is that the thing-in-itself, as the cause
of sense perceptions, is inaccessible. A noumenon — whether it be God or the
thing-in-itself — does not exist in space and time”® and can never be ‘an object
of the senses’80 It is as if the world were in darkness, and we experience its
movements only through the ‘radar’ of our own minds.8! But even though we
cannot directly know noumena, Kant believed we can know that the world has
a moral purpose. The human being, a being with moral consciousness, exists
in the world and thus imparts purpose to it. This is why reason can hope to
improve the world. The ‘pure idea’ of freedom is a supersensible concept that
proves its objective reality in nature by its ‘possible’ effect there.52

The purpose of Hegel’s dialectical logic was to transcend these limits that
Kant imposed upon reason. Hegel aimed to prove that the ideals of reason
are actually realised (objectified) in the phenomenal world, and that reasoning
beings can therefore know the reason of history. The kingdom of ends would
then be both possible and necessary, for reasoning beings would make the

78 Kant 1998a, p. 242.

79 ‘.. nothing that is intuited in space is a thing in itself, and ... space is not a form that
is proper to anything in itself, ... objects in themselves are not known to us at all and
what we call outer objects are nothing other than mere representations of our sensibility,
whose form is space, but whose true correlate, i.e., the thing in itself, is not and cannot be
cognized through them, [and] is also never asked after in experience’ (Kant 1998a, pp. 161~
2).

8o Kant 1998a, p. 350.

81  This analogy is made by Justus Hartnack in Hartnack 1968, p. 27.

82 Kant 2002, p. 338.
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world rational. Kant’s ‘hidden plan of nature’ would then become reason’s own
plan, and history would become a movement towards the rule of reason.

Kant said the unknowable thing-in-itself is the cause of sensations. Hegel
replied that if cause itself is a category of thought, then the very notion of a
thing-in-itself made no sense. In The Philosophy of Right he ironically commen-
ted that ‘Even an animal has gone beyond this ... philosophy since it devours
things and so proves that they are not absolutely self-subsistent’83 In the Logic
he wrote:

Thoughts, according to Kant, are only our thoughts — separated by an
impassable gulf from the thing, as it exists apart from our knowledge ...
But the true objectivity of thinking means that the thoughts, far from

being merely ours, must at the same time be the real essence of things
84

For Kant, the proper standard for reasoning was consistency — the law of
non-contradiction.8% Contradiction was evidence of faulty reasoning.86 But if
thoughts and things are different — yet at the same time essentially the same —
they must somehow be dialectically joined. For Hegel, contradiction pointed
to the need for a higher logic, not of what is but of the movement from what is
to what reason ultimately requires.

The decisive step in Hegel’s dialectical logic was to transform Kant’s epi-
stemology into ontology, which addresses the properties and relations of being;
that is, of everything that has existed, does exist, or ever might exist. Whereas
Kantian judgement always involves separation of thought from what is being
judged, Hegel said that reason restores their unity. This meant that the Kantian
categories of thought — quantity, quality, relation, modality and all of their sub-
categories — must in fact be the forms not of experience but of being itself. The
categories, in other words, ‘form’ being, not just our sense impressions. If the

83  Hegel 1967, p. 236.

84  Hegel197s, pp. 67-8.

85  Kant saw no contradiction between the noumenal and phenomenal. The separation
resulted from correctly understanding the limitations inherent in practical and theoretical
reason.

86  Faulty reasoning searches for factual knowledge of Absolutes (e.g. empirical knowledge
of noumena: we have ‘faith’ in God, not knowledge). When we confuse the two — the
empirical and the ideal — we arrive at dialectical contradictions and metaphysical illu-
sions. We cannot have metaphysical knowledge of the empirical or empirical knowledge

of the metaphysical.
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world is formed by the categories of reason, then it must ultimately conform
to the requirements of reason.8” The phenomenal republic must then become
the noumenal republic; the real must become the ideal.

Hegel described Kantian dualism this way:

On one side there is the Ego ... But next to it there is an infinity of
sensations and ... of things in themselves. Once it is abandoned by the
categories, this realm cannot be anything but a formless lump ... A formal
idealism, which in this way sets an absolute Ego-point and its intellect
on one side, and an absolute manifold, or sensation on the other, is a
dualism.88

Hegel objected that it is impossible for being to be merely a formless lump.
If being had no determinate characteristics, it would be nothing (no-thing).
Being and nothing are abstract opposites, but their opposition sets in motion
the dialectical movement of becoming. Dualism, the end of Kant’s theory, then
becomes the beginning of Hegel’s. In Hegel's Logic, The Doctrine of Being
derives all forms of being from one another (the movement from Quality to
Quantity to Measure). When categories of thought are thus shown to be the real
essence of things, the Doctrine of Essence deals with paired opposites in their
unity. What holds being and essence together is the force of thought, which
Hegel explains in the Doctrine of the Notion. The realised end of the Logic,
therefore, is ‘the overt unity of subjective and objective’89 which is the Idea, or
the whole of being as it is formed by dialectical logic.

The Idea may be described in many ways. It may be called reason ...;
subject-object; the unity of the ideal and the real, of the finite and the
infinite, of soul and body; the possibility which has its actuality in its
own self ... the Idea contains all the relations of understanding ... in their
infinite self-return and self-identity ... The Idea itself is the dialectic ...9°

87  To say that all knowledge is conceptual means that the object is what thought makes
of it: being means being for consciousness, so that subject and object are distinct but at
the same time identical. In the Logic Hegel differentiated between Understanding, which
believes that opposites exclude each other (the doctrine of Essence), and Reason, which
says they are identical (the doctrine of the Notion).

88  Hegel, cited by Paul Guyer, ‘Thought and Being: Hegel’s Critique of Kant's theoretical
philosophy’, in Beiser 1993, p. 191.

89  Hegel 1975, p. 273.

9o  Hegel 1975, p. 277, my emphasis.
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In his Philosophy of Nature, Hegel turned from logic to the forms of sensuous
existence. Nature was ‘mind asleep), since on its own it has no ethical conscious-
ness. But since nature is implicitly rational, reason must consciously make the
natural world conform to its own standards. Kant said nature has moral pur-
pose because it includes humanity; Hegel added that humanity’s purpose it
to make the natural world into a habitat in which reasoning beings enjoy the
objective reality — not merely the Kantian ideal — of self-determination. This
means that history also becomes a kind of logic; not a ‘hidden plan’ (Kant), but
a process whose meaning is both revealed and determined through conscious
reason.

Hegel's Phenomenology of Spirit is a logic of the appearance of reason (or
Spirit) in the world. Consciousness first appears as the consciousness of an
individual (Kant). When one individual cancels (or negates) the other, the
result is the master-slave dialectic, which was Hegel's model of the antagonistic
egoism described by both Smith and Kant. In Kant's hidden plan’, history brings
civility through external laws, meaning that history happens to us. Hegel says
history is the ‘story’ of our own consciousness and its active role in making a
civilised world.

The process begins when Spirit (consciousness) asserts its superiority by
risking mere biological life (its opposite) in mortal combat. When one self
enslaves the other, the master wins recognition of his autonomy by negating
the slave. The problem is that the master in fact remains dependent upon the
labour of the slave, while the slave regains his sense of self by imposing his
will upon nature. Through work, consciousness comes to itself, yet the slave
remains a slave. For each to gain self-possession — the autonomy of will that
Kant described as freedom — requires mutual recognition. Each consciousness
must assert itself while also restraining itself, the condition that Kant described
in terms of a ‘good will’ and Smith in terms of a socialised conscience. Unlike
Kant, however, Hegel argued that a good will is formed within history, not by an
a priori command of reason. The ‘hidden plan’ of nature must then be our own
plan. By recognising all others as ends, we move towards the end of history,
which is an ethical world of objective spirit, consciously formed by reason.
The reason of history thus turns out to be the emergence of Kant’s ethical
community through lived experience.

Hegel’s Philosophy of the Modern State

Kant said the end in itself is a good will. Virtue involves a continuous and
deliberate effort on the part of every individual to purify moral consciousness
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in the face of repeated temptation.9 Hegel replied that culture is historically
cumulative, and the specific content of a good will is objectively determined
within the ethical life of the modern state: ‘If men are to act, they must not
only will the good, but they must also know whether this or that is good ... that
question is answered by the laws and customs of a state’92 When Kant said
freedom means laying down the law to ourselves, Hegel concluded that the
modern state of self-determined laws is both the condition for human freedom
and the actual existence of Kant’s ethical commonwealth. The ambition of
Hegel's proje