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Preface ix 

Preface to the Second 
Edition 

I originally wrote this book because I felt that it was important to 
take liberal social theory more seriously than did the 'radical' social 
thought of the 1970s. The main aim of the book was to develop 
a Marxist critique of liberal social theory, which could identify both 
the scientific strengths and the ideological limitations of such theories. 
The book was well-received, but critical responses made it apparent I 

that the central argument had not been widely understood, particularly 
by those who could only read Marx through the eyes of his orthodox 
interpreters, and so missed the distinctiveness of the interpretation 
of Marx presented here. The book was also read as an historical 
study, because it did not include an explicit discussion of the liberal 
foundations of contemporary economic and social theory, ending with 
the marginalist revolution in economics and Weber's sociology. 

Since the book was originally published the intellectual landscape 
has changed dramatically. An uncritical return to liberal social 
theory has replaced its uncritical rejection, while the collapse of state 
socialism, in both East and West, has inspired the proclamation of 
the 'death of Marxism'. I believe that these changes have made the 
argument developed in this book more, and not less, relevant than when 
it was first written. There is no better testimony to the inadequacy of 
the orthodox Marxist and radical critiques of liberal social theory than 
the recent resurgence of liberalism. The development of a theoretically 
sound critique is all the more urgent as liberalism once more comes 
up against its limits. 

The recent strength of liberalism has owed much more to its 
critique of the theory and practice of Orthodox Marxism than it ~ 
has to its own positive virtues. Despite the 'death of Marxism', 
the inhumanity of capitalism is as evident today as it was when 
Marx wrote. The central theme of this book is that nobody more 

clearly grasped the source of this inhumanity, and the possibility of 
its overcoming, than did Marx. But at the same time we have to 
recognise the limits of Marx's achievement. Marx laid the foundations 
of a critical social theory but, contrary to Marxist orthodoxy, he did 
not provide an all-encompassing world-view. Marx marked out a 
critical project, which was to understand and to transform society 
from the standpoint of the activity and aspirations of concrete human 
individuals. Marx's critique of liberalism sought to recover, both 
in theory and in practice, the constitutive role of human subjectivity 
behind the immediacy of objective and constraining social relations 
within which our social identity confronts us in the form of an 
external thing. This insight is as much a critique of the metaphysics 
of orthodox Marxism as it is of liberalism, a critique which I have 
sought to bring out in this second edition of the book. 

Although the central argument of the book is unchanged in this 
edition, the miracles of modem technology have made it it possible 
substantially to revise and expand the text. The main additions are 
in Chapter Three and at the beginning of Chapter Four, where I 
have related my interpretation of Marx to those which dominate the 
secondary literature, and the additional Chapters Seven and Nine, 
which sketch the implications of the critique of marginalism and of 
Weberian sociology for the critique of modern economics. orthodox 
Marxism and modern sociology. As with the original edition, I have 
tried to write the book in such a way that each chapter can be read 
independently of the whole. 

I am very grateful to Chris Arthur, Tom Bottomore, Gillian Rose, 
and particularly Bob Fine, for their comments on drafts of parts of this 
new edition, and to those many colleagues and students with whom I 
have had the pleasure of discussing the issues over the years. 



The Origins of Modern 
Sociology 

Talcott Parsons and the voluntaristic theory of action 

Fifty years ago Talcott Parsons isolated what he called a 'voluntaristic 
theory of action' in the work of writers as diverse as Marshall, Pareto, 
Durkheim and Weber. In The Structure of SocialAction Parsons argued 
that the voluntaristic theory of action was the basis of a fundamental 
reorientation of the social sciences, marking a decisive advance in the 
development of sociology as a response to the 'problem of order'. 

Parsons contrasted the voluntaristic theory of action with the 
theories that it superseded, the positivistic theory of action and the 
idealistic theory oj' action. The positivistic theory of action 'treats 
scientifically valid empirical knowledge as the actor's sole theoretically 
significant mode of subjective orientation to his situation' (Parsons, 
1949, p. 79). In other words the positivistic theory treats the actor 
as a subject whose course of action is chosen on the basis of a 
rational evaluation of alternative means to given ends. The archetypal 
positivistic theory of action is that formulated by utilitarianism and 
classical political economy. It culminated in the sociology of Herbert 
Spencer and Social Darwinism, and the historical materialism of Marx. 

An idealistic theory of action is contrasted with the positivistic 
theory in stressing the normative orientation of action at the expense of 
any recognition of the objective constraints imposed by the conditions 
of action. The conditions of action have no objective reality, but 
can only be constraining to the extent that they are given subjective 
meaning by the actor. Thus 'in an idealistic theory "action" becomes 
a process of "emanation", of "self-expression" of ideal or normative 
factors' (Parsons, 1949, p. 82). The archetypal idealistic theory of 
action is found in the German tradition deriving from Kant and Hegel. 

While the positivistic theory ignores the role of normative elements 
in the determination of action and the idealistic theory ignores the role 
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of conditional elements, the voluntaristic theory of action adopts the 
happy mean of according full recognition to both, explaining action 
as the result of the interaction of normative and conditional elements, 
recognising that the subjective orientation of action cannot be reduced 
to the rational adaptation of means to ends, while also recognising 
that the situation in which action takes place may impose objective 
constraints on the course of action adopted. Its superiority over the 
positivistic and idealistic theories seems self-evident, for it reconciles 
the valid elements of both within a broader synthesis. 

In The Sri-ucture ofSocial Action Parsons was concerned to establish 
that the voluntaristic theory of action was indeed to be found in the 
work of the writers whom he identified as its pioneers, and to defend 
the claim that its emergence marked a genuine scientific advance. 
While he recognised that the development of the voluntaristic theory 
of action probably was 'in considerable part simply an ideological 
reflection of certain basic social changes', he postulated that 'it is not 
less probable that a considerable part has been played by an "imma- 
nent'' development within the body of social theory and knowledge 
of empirical fact itself'. The observation that ' i t  would scarcely be 
possible to choose four men who had important ideas in common who 
were lesc likely to have been influenced in delteloping tlzis common 
body of ideus by factors other than the immanent development of the 
logic of theoretical systems in relation to empirical fact' persuaded 
Parsons that the voluntaristic theory of action was indeed a scientific 
achievement, and not merely the expression of a common ideological 
perspective: 'the concepts of the voluntaristic theory of action must 
be sound theoretical concepts' (Parsons, 1947, pp. 5 ,  14, 724). 

Parsons was not concerned to write the history of social thought, 
but to invent a genealogy and an ancestral authority for his own 
conception of sociology. While he did establish the presence of a 
voluntaristic conception of action in the work of his chosen authors, 
there was only a very limited sense in which Parsons's often idiosyn- 
cratic interpretations were able to establish the presence of a more 
substantial 'common body of ideas' in their work. Moreover in a 
book of almost 800 pages he devoted fewer than forty pages to the 
development of the positivistic theory of action and fewer than thirty 
to the idealistic tradition. Most of those few pages are at such a 
high level of generality that it is difficult to know what particular 
authors and works he had in mind. Had Parsons paid closer attention 
to the earlier traditions he would have found the 'voluntaristic theory 
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of action' no less prominent than it was in the work of his chosen 
authors.' As we will see below, Adam Smith's theory of the 'moral 
sentiments' played a central role in his liberal economic theory, while 
the balance between 'self-love' and 'social-love' lay at the heart of 
Comte's sociology. If Parsons established the existence of the volun- 
taristic theory of action in the work of his chosen authors, he certainly 
did not establish its originality. 

The weakness of Parsons's interpretation should not lead us to 
reject it out of hand. There is no doubt that the end of the nineteenth 
century did see a fundamental reorientation of social thought on the 
basis of which modern sociology has been built. There is no doubt 
that Parsons's chosen authors played a part in that reorientation, and 
that the idea of a voluntaristic theory of action throws some light on 
the change. Moreover the question posed by Parsons still remains to 
be answered: is the conception of society on which modem sociology 

I is based an achievement of a new science of society, or does it after 
all have an ideological foundation? One purpose of this book is to 
take up Parsons's challenge. 

The problem of order and the theory of action 

Parsons's interpretation is determined by his focus on the 'problem of 
order' and on the 'theory of action'. For Parsons the problem of order 
was the fundamental practical problem faced by any society, and so 
was the defining conceptual problem for any theory of society. 

Parsons defined the problem of order in essentially Hobbesian 
terms as an abstract problem posed by the anti-social character of 
human nature. The positivistic theory of action naively postulates a 
spontaneous harmony of interests, and so ignores the need for nor- 
mative regulation as a response to the problem of order. Enlightened 
self-interest is a sufficient guide to action and a sufficient condition 
for a harmonious society. Social conflict arises from ignorance and 
irrationality and can be remedied by education and science. The ideal- 
istic theory of action recognises the inadequacy of this assunlption and 
takes full account of the Hobbesian problem, but it divorces the values 
that determine the subjective orientation of action from the context of 
action so that values belong to a supra-individual and supra-empirical 

'Parsons's interpretation of the sociolo_eical tradition has recently been developed in a 
somewhat modified form by Jeffrey Alexander (19824).  
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order of reality. Both the positivistic and the idealistic theories of 
action resolve the problem of order by referring beyond action, the 
former explaining order by reference to the external conditions of 
action, the latter by reference to the external system of values. Only 
the voluntaristic theory of action is able to resolve the problem of 
order within the framework of the theory of action. 

However, the problem of order is not an abstract problem; it is a 
concrete historical problem whose terms are defined by the character 
of the society within which it arises, as the problem of resolving the 
conflicts to which that society gives rise. The 'problem of order' 
presupposes that conflict is a potential problem and so only arises 
within a theory that defines the 'problem of conflict'. 

The problem of order is also not a problem that is amenable to 
a single solution. The terms on which conflict is resolved cannot be 
taken as given, for the imposition of order must resolve that conflict 
on terms favourable to one or the other party to it. In so far as a 
theory of society can be considered to be a response to the problem 
of order, every such theory defines its own problem of order, while 
we have to ask of that theory for whom is order a problem? 

Parsons's formulation of the problem presupposes that 'a social 
order is always a factual order in so far as i t  is susceptible of scientific 
analysis but . . . it is one which cannot have stability without the 
effective functioning of certain normative elements' (Parsons, 1947, 
p. 92), but this is not a formulation which is self-evident: it is one that 
expresses Parsons's conception of human nature and of the nature of 
society. In particular, it rests on the belief that the problem of disorder 
derives from a conflict of material interests, while this conflict can 
be resolved within an appropriate normative framework. It therefore 
presupposes a theory which defines material interests as conflicting 
but reconcilable. In a capitalist society, in which economic activity 
has come to be dissociated from other forms of interaction, such a 
theory is provided by the theory of the economy. 

In the nineteenth century it was classical political economy which 
provided the theory on the basis of which both the problem of order 
and the possibilities of its resolution were theorised. The classical 
theory of production, based on the model of the division of labour, 
established the complementarity of interests of social classes defined by 
their ownership of the co-operating factors of production. The classical 
theory of exchange established that voluntary exchange must be to the 
benefit of both parties, so that restrictions on the freedom of exchange 
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could only restrict the opportunities for self-improvement. Conflicts of 
economic interest only arose when consideration of the distribution of 
the benefits of economic growth was introduced. These interests were 
defined by the distinct laws which determined the revenues accruing 
to the various social classes, on the basis of their ownership of the 
distinct factors of production. Thus the key to the resolution of the 
problem of order was the identification of the relationship between 
the interests of particular classes and the general interest of society 
as a whole. For political economy it was the common interest in the 
growing prosperity of the nation which provided the criterion against 

l which distributional conflicts could be resolved. 
The problem of order so defined was that of constructing a 

constitutional and moral order which would ensure that the common 
interest prevailed over the superficial conflicts of individual and class 
interest which threaten disorder. For Adam Smith order would be 

I secured by an appropriate constitution, supported by proper relations 
of deference and authority, in which justice guaranteed the security 
of property and the person, whose normative conditions would be 
underpinned by the moral sentiments fostered by a wide circle of 
social contacts while ignorance, which was the source of disorder, 
would be dispelled by an enlightened educational system. Comte did 
not share Smith's confidence that an appropriate moral order could 
emerge spontaneously from the interaction of conflicting interests, and 
proposed that the religion of positivism would be required to enforce 
the normative conditions of order. The German Historical School, for 
similar reasons, called on the state to perform the same role. 

These various theories offered a range of diagnoses of, and solu- 
tions to, the conflicts endemic to the new society, which gave greater 
or lesser weight to normative elements in the resolution of the problem 
of order. However, they all rested on the common foundation of a 
liberal rationalism, which they inherited from the political theories 
of the Enlightenment. They were all rationalisr, in the sense that 
the appropriate constitutional and moral framework was determined 
by a rational evaluation of the benefits of such an order, and not by 
the desirability of order for its own sake. They were all liberal, in 
the sense that the benefits of this framework were defined solely in 
relation to the ends of individuals: moral and political institutions did 
not constitute ends in themselves. However the rational individual, 
who defined the conditions of constitutional and moral order, could 
not immediately be identified with the concrete individuals, burdened 
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with ignorance and superstition and motivated by narrow self-interest, 
who inhabited the real world. The rational individual was a theoretical 
construct, which defined an ideal world against which mundane reality 
could be judged, and in whose likeness it could be reformed. 

The weakness of these theories lay in the abstract character of their 
liberalism. Although they proclaimed the freedom of the individual, 
they also insisted that order and prosperity depended on confining in- 
dividual freedom within a constitutional, political, legal and normative 
framework defined by their economic, moral or historical laws. This 
weakness came to the fore with the rise of an independent working 
class in the third quarter of the nineteenth century, which based its 
demands not on the ideal rationality of the abstract individual, but on 
the concrete aspirations of a particular social class, aspirations which 
could no longer be rebuffed in the name of abstract laws. It is in this 
sense that an adequate liberal theory of society had to be formulated 
on the basis of a voluntaristic theory of action, which could derive 
the conditions of order not from the theoretical evaluation of the 
hypothetical interests of the rational individual, but from the actual 
aspirations of the concrete individuals who make up society, and it 
was in this sense that Parsons was correct to judge nineteenth century 
social theory as deficient. However Parsons saw this defect as deriving 
from an inadequate theory of action. Marx, by contrast, had seen it 
as inherent in the liberal project itself. 

Marx's critique of political economy 

Parsons followed the orthodox interpretations of Marx, which assimi- 
late his theory of capitalist society to the utilitarianism, the historical 
materialism, and the class theory developed by classical political 
economy. These interpretations of Marx's work are quite inadequate, 
in failing to grasp the power and significance of Marx's critique of 
political economy. The key to this critique is to be found in Marx's 
early theory of alienated labour, which was later developed in his the- 
ories of the value-form and of commodity fetishism. These theories 
have conventionally been interpreted as a quasi-Hegelian philosophical 
critique of political economy, froin the point of view of the human 
essence in the theory of alienation. and from the point of view of 
the historical specificity of capitalism in the theory of commodity 
fetishisni. The interpretation of Marx presented here is very different 
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from those which dominate the literature. 
The central argument of this book is that Marx offers a siniultane- 

ous critique of political economy and of Hegelian philosophy which 
rests on his critique of the concept of private property, which is the 
presupposition on which liberal social thought constitutes the rational 
individual as its primitive theoretical term. This critique was first 
developed in Marx's theory of alienated labour, in which Marx argued 
that private property is not the foundation of alienated labour but its 
result. Capitalist private property presupposes the development of 
a system of social production in which the products of labour are 

l exchanged in the alienated form of the commodity. The relation of 
private property, as a relation between an individual and a thing, is 
therefore only the juridical expression of a social relation, in which 
the products of sociul labour are pri1~ate1.y appropriated. This critique 
of private property immediately implies that the abstract individual of 

t liberal social theory is already a socially determined individual, whose 
social determination is implicit in the proprietorial relation between 
the individual and the things which define that individual's mode of 
participation in society. This critique cuts the ground from under 
the feet of liberal social theory, in making it impossible to relate 
social institutions back to their origins in some pristine individual 
instrumental or normative rationality. The only possible foundation 
of social theory is the historically developed social relations which 
characterise a particular form of society. Social theories could not be 
derived from a priori principles, but could only be developed through 
painstaking empirical investigation and conceptual elaboration. 

Marx's intellectual achievement was to develop a theory of the 
economic forms of the social relations of capitalist production, which 
laid the foundations on which a properly historical social theory could 
be built. However Marx's social theory also provided the basis for 
a moral and political critique of capitalism, in establishing that the 
evils of capitalism were not merely the contingent effects of human 
greed, ignorance and superstition, but were necessary aspects of the 
social form of capitalist production. Thus Marx's theoretical critique 
of private property was at the same time a critique of the society 
on which it was based. and in particular of the impoverishment 
and degradation of the working class. However it was not Marx's 
theoretical critique. but the practical critique of the working class 
which led to the overthrow of political economy and provoked the 
reorientation of social thought at the end of the nineteenth century. 
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From social reform to modern sociology 

Political economy recognised the poverty which was the lot of the 
working class in a capitalist society, and recognised that employers 
might abuse their powers to drive down wages, but poverty was in 
general not the result of any such exploitation, but of the limited 
development of the productive forces, on the one hand, and the exces- 
sive pressure of population, on the other. The general condition of the 
working class could therefore not be ameliorated either by trade union 
pressure or by political intervention, beyond that required to check 
the abuse of the employers' power, but depended on the development 
of the productive forces, through the productive investment of capital, 
and on restricting the growth of population by the exercise of 'moral 
restraint'. The political implication of such an analysis was that the 
working class did not constitute an independent interest, its improve- 
ment depending on the economic and moral progress of the nation as 
a whole. 

This denial of the independent interest of the working class could 
not survive the growth of trade unionism, working class political agi- 
tation, and the wider movement for social reform. A more pragmatic 
approach to the problem of order was called for than was allowed 
by political economy, and this approach was provided by various 
schools of sociology and historicism. However the abandonment of 
the laws of political economy removed any coherent basis on which to 
address the 'problem of order', and so to evaluate proposed reforms. 
Political economy had provided a model of the ideal society, based 
on the rational individual, against which to judge misguided reformist 
schemes. The pragmatic approach to social reform provided no means 
of setting limits to the demands for reform, which escalated with the 
legalisation of trades unions, the extension of the franchise, and the 
growth of working class parties. Without an adequate liberal solution 
to the 'problem of order', which could recognise the necessity for 
social reform while confining reformist ambitions within appropriate 
limits, there appeared to be nothing to stop the inexorable advance of 
social reform towards socialism. 

The liberal response to the socialist challenge was provided by 
the marginalist revolution in economics, which set political economy 
on a rigorously subjective and individualist foundation. The basis of 
the marginalist revolution was the replacement of the classical cost 
of production theory of value with a subjective theory of value. The 
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primary significance of this change was to undermine the classical 
theory of distribution, according to which the revenues of different 
classes were determined by different laws, and were evaluated in terms 
of their contribution to the growth of production. For marginalism the 
determination of revenues was integrated into the theory of exchange, 
as revenues were identified with the prices of the commodities from 
which they derived. The question of distribution was then a question 
of the initial allocation of resources, which was not a concern of 
the economist but a matter for moral and political judgement. Thus 
marginalism rescued political economy from the socialist challenge 
by removing questions of distribution from the domain of economics. 
The rationality of capitalism no longer lay in its dynamic efficiency 
as a system of production, based on the productive employment of 
the surplus product, but in its allocative efficiency as a system of 
provision for human needs. The 'problem of order' was therefore 
redefined as the problem of reconciling the efficiency of capitalist 
relations of production and exchange with the equity of capitalist 
relations of distribution. 

Marginalism derived the rationality of capitalism from the subjec- 
tive rationality of the economic actor. However the abstraction of 
the economic actor from the social relations of production continued 
to rest on the liberal theory of private property, the naturalistic con- 
ception of production, and the rationalistic conception of exchange, 
which had been the objects of Marx's critique of political economy. 
Thus marginalist economics is as vulnerable as was classical political 
economy to Marx's critique - all that the marginalist revolution 
achieved was to reformulate the theory at a higher level of abstraction. 

The marginalists were quite conscious of the abstract character 
of their economic theory, and took pains to make the basis of its 
abstraction explicit. While this allowed the marginalists to claim 
the universal applicability of their economic laws, it also created the 
space within which complementary disciplines, appropriate to other 
orientations of action, could develop. Thus, where classical political 
economy claimed to offer a social theory adequate to the reality of 
capitalist society, marginalist economics self-consciously developed a 
theory that abstracted from the particular social and historical context 
within which economic activity takes place. In this sense marginalism 
claimed to offer not a social theory but a pure theory of rational 
choice. 

The investigation of concrete economic and social problems 
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introduced social and historical considerations. Social econonlics 
qualified the optimistic conclusions of pure theory, analysing the ex- 
tent to which inequalities of economic power, the developnlent of 
monopoly, the imperfect exercise of rationality and the intervention 
of the state distort the harmonious equilibrium defined by pure theory 
and introduce economic conflict into the model of perfect competition. 

While social economics continued to be a branch of economics, 
in presupposing the rational pursuit of material self-interest to be the 
only basis of social action, marginalist economics also left a space for 
sociology. Within the framework of the theory of action, economics 
is defined as only one branch of the social sciences, the science that 
studies the consequences of rational econonlic action. Sociology is 
then the discipline that studies the consequences of non-rational action 
and of action oriented to other than economic goals, the discipline 
that takes account of the normative orientation of action and so that 
locates economics within the framework of the voluntaristic theory of 
action. 

The task of developing such a sociology fell to Max Weber, who 
is the most important figure in The Structure of Social Action and 
who took it upon himself to formulate a systematic typology of action 
as the basis for the social sciences. Weber classified social actions 
according to the ends to which action was addressed and the values 
that oriented the action. Within his typology economic theory had a 
place as the theory that develops the ideal-typical forms of rational 
economic action, while sociology develops ideal-types corresponding 
to all other forms of action. Within this framework Weber was able to 
locate capitalist society not in economistic terms, as a society which 
is subordinated to the pursuit of economic ends, but sociologically, 
as a society characterised by a particular value-orientation of action, 
a rational orientation. This rationality is characteristic not only of 
economic action, but also of political action and of the value system of 
modern capitalism. The 'rational economic action' whose implications 
the economists have uncovered is not an ahistorical universal. but is 
an historical result of the wider cultural process of the rationalisation 
of Western society. 

Although Weber developed his sociology as a critique of marginal- 
ist economics, he did not challenge the adequacy of the marginalist 
characterisation of the rationality of the economic institutions of capi- 
talist society, but sought only to locate marginalist econonlics within 
a wider cultural theory, based on the 'voluntaristic theory of action'. 
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This wider theory provided the ground on which Weber could criti- 
cise economic liberalism from the perspective of higher moral values, 
which for Weber established the 'substantive irrationality' of capital- 
ism, in contrast to the 'formal rationality' of capitalism as an efficient 
system of provision for human needs. 

Weber's 'voluntaristic theory of action' did not resolve the problem 
of order, but presented liberalism with an irresoluble dilemma, for 
considerations of equity and efficiency, of substantive and formal 
rationality, pulled in opposite directions. Moreover the fragmentation 
of modem society, which was the inevitable result of its rationalisation, 
meant that liberal individualism could not provide any basis on which 
this dilemma could be resolved. The freedom of the individual 
was irreconcilable with the resolution of the problem of order, the 
formal rationality of capitalism irreconcilable with its substantive 
irrationality. It is this liberal dilemma which defines the antinomies 
on which modern sociology is based, and from which it cannot escape 
so long as it presupposes the marginalist demonstration of the formal 
rationality of capitalism, based on the marginalist abstraction of the 
property-owning individual from the social relations which define that 
individual as a social being. 

Although Marx's critique of political economy cut away the foun- 
dations of liberal social theory, and provided an alternative basis on 
which to develop a more adequate social theory, the dominant currents 
of Marxism have signally failed to build on Marx's critique, reducing 
Marxism to a system of historical laws akin to those of political econ- 
omy andlor to a philosophical critique of capitalism akin to that of 
romantic idealism. Marx's critique of liberalism has been used not as 
a means of transcending liberalism by replacing liberalism's abstract 
individual with the real individuals whose concrete collectivity makes 
up society, but as a means of suppressing the liberal dilemma by 
suppressing the individual in the name of abstract collectivities. The 
interpretation of Marx's work presented in this book is as much a 
critique of 'Orthodox' and 'Western' Marxism as it is of liberal social 
theory. The hope which this book expresses is that the 'death of 
Marxism' can also be the condition for its re-birth. 
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Classical Political Economy 

A theory of society 

Nineteenth-century social thought was dominated by classical political 
economy, a set of doctrines that served as a negative point of reference 
where it did not act as a positive inspiration. For this reason classical 
political economy has to be the starting point for any serious study of 
Marxism or of modem sociology, for both were born out of debates 
that surrounded classical political economy. 

The term 'classical political economy' refers to theories developed 
between the seventeenth and nineteenth centuries that sought to con- 
ceptualise the structure of society on the basis of an understanding of 
society's economic foundation. The starting point of these theories 
was the abstract individual property-owner of liberal political theory, 
but the new theories sought to advance beyond this abstraction by 
locating the individual socially, distinguishing the interests of different 
social classes determined by the qualitatively different forms of prop- 
erty which they owned. The basis of this qualitative distinction was 
the economic functions performed by the three factors of production, 
land, labour and capital, and the correspondingly distinct laws which 
determined the contributions to production of the different factors, 
and the revenues accruing to the owners of those different forms of 
property. Thus the abstract juridical relations of 'civil society' of 
liberal political theory were given a substantive content, defined by 
economic interest. 

Classical political economy saw society as being composed of 
social classes, which were defined on the basis of different economic 
functions, and whose social and political interaction was oriented 
by their economic interest and structured by the development of 
their economic relationships. The main concerns of classical political 
economy from Petty to J. S. Mill were to identify the social classes that 
comprised society, to define the economic relationships between these 
classes and to discover the laws that governed the development of 

these relationships. In a very literal sense classical political economy 
saw its task as being the construction of a science of society. However 
the economy was not seen as a realm independent of society. For 
classical political economy the economy was the heart and soul of 
'civil society'. 

The history of classical political economy is the history of the 
attempt to develop this model of the economic foundation of society, 
in abstraction from those causes 'that depend on the mutable minds, 
opinions, appetites and passions of particular men' (Petty, 1963 
p. 244), finding the 'inner physiology of bourgeois society', as Marx 
called it, in the economic relations between classes (Marx, TSV, 11, 
p. 165). This depended on isolating the economic foundations of social 
relations from extraneous moral, political or religious considerations. 
The most complete and satisfying development of political economy 
is to be found in the work of Adam Smith, which located the analysis 
of economic relationships within a comprehensive theory of society, 
while its most rigorous economic development is found in the work 
of David Ricardo. 

The materialist conception of society 

Classical political economy sought to develop a model of the ideal 
harmonious society within which every form of property would have 
its proper place. However, the purpose of describing the contributions 
of different forms of property to the well-being of society as a whole 
was not so much to develop theoretical models, as to set politics 
on a rational foundation, the ideal society defining an appropriate 
form of constitution, and appropriate forms of legislation, taxation 
and economic and social policy, whence the term 'political' economy. 
While the ideal was to construct an harmonious society, the different 
theories of political economy attached different degrees of importance 
to different forms of property, and so inevitably favoured one class 
against another. However disinterested a particular thinker might be, 
political economy could not avoid being an intensely political field of 
study. 

The theories of political economy were based on the principles 
of eighteenth century materialism, which had developed within the 
broader framework of the intellectual and ideological revolution of 
the Enlightenment, which laid the foundations of modem bourgeois 
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thought. The Enlightenment expressed a direct challenge to the 
fundamental principles of political and moral authority which underlay 
the absolutist order. It replaced God by Reason and Nature as the 
regulative principle of the moral, social and political order, it replaced 
divine revelation by scientific inquiry as the source of Truth, and 
it replaced the priest and philosopher by the scientist as the arbiter 
of propriety. The revealed truths of religion stood condemned as 
the false judgements of passion and ignorance. However, while it 
challenged the principles of absolutism, the Enlightenment by no 
means challenged the authority of the state, but rather sought to 
re-establish that authority by setting it on more secure foundations, 
appropriate to the new form of society which was emerging. 

The legitimation of the absolutist state rested on a modified version 
of the medieval conception of a society based on status and organised 
into estates, held together by relations of spiritual and temporal 
authority. The medieval conception of society was that of a patriarchal 
hierarchy based on the model of the household. Within the household 
order was maintained by the exercise of patriarchal authority, and 
this patriarchal model was extended to the social relations between 
households, the sovereign being ultimately under the authority of God. 
Thus every member of society was subject to spiritual and temporal 
authority, within a framework of mutual rights and obligations defined 
in terms of personal status. 

In the new society that was emerging, most dramatically in the 
towns, social position and social relations were defined not by divinely 
sanctioned status, but increasingly by property and by occupation, 
which was in turn seen as a form of property: as the ownership of the 
skills and tools of a trade. Property was not initially an homogeneous 
concept, to be attached uniquely to an individual and captured in a 
quantitative measure. It was differentiated, so that consideration of 
the rights and obligations of the individual came to revolve around 
consideration of the rights and obligations attached to different forms 
of property, in relation to one another and to the sovereign. Thus 
consideration of property was not initially opposed to the consideration 
of society in terms of status, but status was progressively detached 
from the person and embodied instead in property. 

As relations based on personal status were progressively eroded 
with the growth of commercial relations, so the conception of society 
as a network of relations between persons gave way to a conception 
of society as a network of relations between different forms of 
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property. Similarly the state came to be seen increasingly as a juridical 
body, sustaining the established order by regulating the relationships 
between the various forms of property. This 'dehumanisation' of 
society undermined the self-evident sanctity of the estabIished order, 
and called for new ways of understanding the possibility of a stable 
and harmonious social order, on the one hand, and of justifying the 
political reforms required to achieve that order, on the other. Thus the 
medieval conception of society was modified firstly by providing a 
rational foundation for the authority of the sovereign over his subjects 
and of the patriarch over his dependent household, and secondly by 
recognising the jural and moral rights and obligations entailed in 
the establishment of contracts as the typical form of social relation 
between property-owners. Society thus came to be conceptualised as 
a political order whose foundation was some form of real or implied 
contract. The juridical relations of right and obligation that bound 
the members of society together, under the superintendence of the 
sovereign, were no longer defined and differentiated according to 
personal status and sanctioned by God, but came to be conceived in 
terms of the 'natural laws' that accorded with reason, that governed 
the rights and obligations of individuals as property-owners, and that 
guided sound government. 

This view of society as a juridical order, regulated by a sovereign 
subject to the obligation to respect the natural laws embodied in 
the rights and obligations of the individual as a property-owner, 
dominated the political theories which emerged in the second half of 
the seventeenth century. While those theories challenged the absolutist 
principles of divine right and arbitrary authority, they retained the 
absolutist conception of the state as the integrating centre of society, 
so that the differential rights and obligations of different forms of 
property were defined in terms of their contribution to the stability of 
the political order. Thus, for example, the constitutional privileges 
of landed property were defended by reference to the relations of 
deference and authority which landed property embodied, and which 
the state was called on to enforce, while the commercial privileges of 
mercantile property were defended by reference to its contribution to 
the coffers of the state. 

The various theories proposed sought to establish the authority of 
the state on a rational foundation. The principal problem was that of 
the relationship between 'law' and 'authority', between the 'natural 
rights' of the individual property-owner and the delegated authority of 
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the sovereign. This problem was defined by a particular philosophical 
conception of human nature, which determined the potential challenge 
to the social and political order presented by unregulated human 
inclinations, and so the extent to which the authority of the state was 
called on to impose the rule of reason on human passions. However, 
different thinkers had different conceptions of human nature, according 
to the form of constitution they sought to defend. The ultimately 
arbitrary foundation of these juridical theories became increasingly 
apparent in the course of political debate, so that it became imperative 
to find a more secure foundation on which to build social and political 
theory. This was the achievement of eighteenth century materialism. 

Eighteenth century materialism sought to replace philosophy by 
science as the means of uncovering the natural laws of society. It was 
able to do this because it no longer sought to criticise the political 
order from the standpoint of an abstract human nature, but from the 
more mundane standpoint of the economic and moral progress of 
society, to which the corruption and parasitism of the state presented 
an increasingly serious barrier. That political order was best which 
was best adapted to the moral, intellectual and material progress of 
society, while the foundation of moral and intellectual progress was 
firmly identified with material progress. Thus materialism diverted 
attention from the philosophical investigation of human nature to 
the scientific investigation of the laws that governed the economic 
progress of society. Different forms of property were henceforth to 
be evaluated not according to the natural rights of property, although 
the sanctity of property continued to be presumed, nor according to 
their contribution to the state, but according to their contribution to 
material progress. Thus attention moved to what we now recognise 
as economic questions, and political philosophy gave way to political 
economy as the cornerstone of the theory of society. 

Society was no longer seen as an expression of human nature, 
but as an order regulated by its own laws that were not the result of 
human design and that could not be modified by human intervention. 
These laws were generally considered to be divinely inspired, but they 
were no more amenable to divine than to human intervention. They 
could therefore be known scientifically, whether through experiment 
(Smith) or through the exercise of reason (Physiocracy), and they had 
to be respected if harmony were to prevail. Thus 'nations stumble 
upon establishments, which are indeed the result of human action, but 
not the execution of any human design' (Ferguson, 1966, p. 122). 

Society is governed by 'natural laws'. 'All men and all earthly 
powers ought to be subject to these sovereign laws instituted by 
the Supreme Being. They are immutable and indisputable and the 
best laws possible; thus they are the foundation of the most perfect 
government, and the fundamental rule for all positive laws' (Quesnay, 
'Natural Right', in Meek, 1963, pp. 534).  However, although these 
laws are 'self-evident', they are not necessarily known or observed. It 
is essential that 'the nation should be given instruction in the general 
laws of the natural order, which constitute the form of government 
which is self-evidently the most perfect', hence education of the public 
and enlightenment of the sovereign is the prime condition for good 
government (Quesnay, 'General Maxims', in Meek, 1963, p. 231). 

Eighteenth century materialism was naturalistic, but by no means 
fatalistic. for it introduced a fundamental distinction between the 
external world of physical nature, which was governed by immutable 
and irresistible laws, and the internal world of human nature, which 
was characterised by a division between the psychological faculties 
of reason and passion, intellect and emotion. While the primaeval 
instincts of passion expressed the continued subordination of Humanity 
to Nature, Reason enabled Humanity to transcend the constraints of its 
internal Nature. 'Nature' became an external world, which provided 
no more than the raw material which Humanity could appropriate, 
intellectually and practically, in order to subordinate Nature to its own 
intellectual and material needs. 'Progress' was measured precisely 
by the extent to which Humanity had freed itself from Nature by 
subjecting Nature to its own intellectual and practical rule. This 
subordination of Nature was achieved by the progressive realisation of 
the rule of Reason. For the materialists the development of the forces 
of production was both the measure of the progress of practical reason, 
and the means by which humanity freed itself from the constraint of 
natural scarcity to subordinate ignorance and passion to intellectual 
and moral reason. This development was neither an intellectual nor a 
political enterprise, but could only be achieved in and through 'civil 
society', which was established as the mediating term between Reason 
and Nature. 

The divorce between Reason and Nature constituted human society 
as a self-sufficient realm, and so as the potential object of a new 'his- 
torical' science. The historical development of civil society, embodied 
in the practical mastery of natural forces in production, became the 
measuring rod of progress and, in particular, of the appropriate forms 



Classical Political Economy 

of 'manners and morals', of the constitution, legislation and public 
policy. At the same time this intellectual revolution shifted the focus 
of reformist pro-jects. Against the absolutist belief that civil society 
had to be moulded in accordance with the will of God, the needs of 
the State and the dictates of Human Nature, the Enlightenment insisted 
that the State and Human Nature had to be adapted to the needs of 
civil society, according to the rule of Reason. 

Nature defined the external limits to the rule of Reason: Reason 
could harness the laws of Nature, but it could not override them. 
However, the foremost banier to progress lay not outside humanity, 
but within, in the residual power of the passions and of ignorance 
which impede and subvert rational judgement. Progress then lay in 
the imposition of the intellect on natural inclinations. 'Differences 
in intellect which we observe among (men) depend on the different 
rircumstances in which they find themselves placed, and the different 
education which they receive', while 'all our false judgements are 
the effect either of our passions or of our ignorance' (HelvCtius, De 
['Esprit, quoted Meek, 1976, pp. 92-3). Reform is both possible and 
necessary, and is to be guided by the exercise of reason that will 
dispel the prejudices of passion and ignorance that are the source of 
bad government. The basis of rational reform can only be the scientific 
understanding of the causes of the progress of society. 

The physiocratic theory of society 

The materialist conception of society emerged in the mid-eighteenth 
century as thinkers throughout Europe sought to discover an objec- 
tive foundation for morals and for social and political institutions. It 
is difficult to disentangle influence from independent conception, so 
rapid was the development, but it is generally agreed that the decisive 
moment was the publication of Montesquieu's Spirit of the Laws in 
1748, which offered the most influential early formulation of a ma- 
terialist conception of society. For Montesquieu the natural factors 
determining the forms of law, manners and customs in a society were 
the geographical factors of the soil and the climate, but he also con- 
sidered the independent influence of the mode of subsistence, the form 
of government and the 'spirit' of the nation. HelvCtius soon noted 
the empirical inadequacy of the climatic explanation and invoked pop- 
ulation pressure as the primary source of progress, but it was the 
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physiocrats and Adam Smith who first systematically related politi- 
cal and social institutions and the 'moral sentiments' to the mode of 
subsistence, probably reaching their conclusions independently around 
175G1.1 

The Physiocrats theorised the contribution of large-scale agricul- 
ture to the well-being of society, and in so doing developed a model 
of society as a whole. This theory was opposed primarily to the 
mercantilist doctrines which had been dominant hitherto. Like the 
mercantilists, the Physiocrats identified national wealth with the for- 
mation of a surplus, and evaluated particular forms of property by 
their contribution to that surplus. However the importance of this sur- 
plus was not identified directly with its contribution to the reserves 
of the state, as it had been by mercantilism, but more broadly with 
the provision of a fund which could be mobilised alternatively in un- 
productive expenditure, whether by the state or by individuals, or in 
fostering economic development by improving agriculture. This meant 
that the Physiocrats did not conceive of the surplus only in terms of 
money, as had the mercantilists, but primarily in physical terms, as a 
surplus of produce, distinguishing the sterility of money-lending from 
the productivity of agricultural investment. More fundamentally, the 
physiocratic theory immediately meant that the evaluation of forms 
of property was no longer confined within the limits of the existing 
political order, as it was for mercantilism, but was conceived more 
broadly in terms of their differential contributions to the well-being of 
society. This in turn led the Physiocrats to construct a model of the 
flow of goods between different classes, without the intermediation of 
the state, and so led them to develop the first rigorous theory of the 
economic foundations not only of the state, but also of the emerging 
civil society. 

The Physiocrats divided society into the 'productive class', the 
'proprietors' and the 'sterile class'. The productive class represented 
agricultural producers, and was divided into wage-labourers and en- 
trepreneurs. The proprietors were the class of landowners, while 
the merchants and manufacturers made up the sterile class. within 
which wage-labourers and entrepreneurs were not systen~atically dis- 
tinguished. Manufacture is sterile because it simply transforms existing 
products, in the form of agricultural foodstuffs and raw materials. into 

' ~ l t h o u ~ h  Smith probably identified the determining role of the mode of subsistence 
independently, he drew very heavily on the Physiocrets in the development of his theory. 
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manufactured goods without producing any surplus. Agriculture, by 
contrast, produces a net product, which is attributed to the powers of 
nature and which accrues to the proprietors in the form of rent. 

The implication of this model is that rent is the sole form of 
the surplus, so the maximisation of the surplus is identified with 
the maximisation of rent, which is achieved by augmenting the 
productivity of agriculture. Although some used the model to defend 
landed property, it is not landed property but agricultural enterprise 
which is productive, landed property simply appropriating the god- 
given benefits of nature by virtue of its engrossing the land. The 
most productive form of agricultural enterprise was identified by 
the Physiocrats as large-scale, and increasingly capitalist, farming. 
Thus the general conclusion drawn was that progress depends on 
fostering the growth of large-scale farming through the concentration 
of enterprises and through agricultural investment, which could best 
be achieved by a regime of laissez-faire that provides the basis for the 
expansion of markek2 

The identification of the interests of the large-scale farmer with 
those of society as a whole by no means implied that the Physiocrats 
were simply the ideological representatives of a particular class. Their 
primary concern was with the stabilisation of the political regime, 
and their primary appeal was to the Statesman, proposing that the 
power of the state should be strictly limited by the fact that it has 
to respect the natural laws of the economy if it is not to impede 
progress. This implied that the state should not interfere with those 
laws, restricting itself to the protection of the realm, of individual 
liberty and of property and, in the case of Quesnay, diverting some 
of the net product to agricultural investment. Constitutionally this 
implied that the state should be disengaged from all forms of class 
representation, to take the form of an enlightened despotism, guided 
by the divinely ordained natural laws discovered by the Physiocrats, 
whose foundation would be best secured by a system of education to 
propagate the principles of Physiocracy. 

The political programme of Physiocracy had a growing appeal in 
mid-eighteenth century France. It certainly was the case that commerce 

 he Physiocrats did not see profits as an independent form of revenue. Entrepreneurial 
profits were seen as a form of wage, although exceptional profits might be earned by increasing 
productivity or reducing costs, while commercial profits were a diversion from rent based 
on monopoly power. Manufacturing investment was considered as a diversion not from the 
surplus but from consumption, as entrepreneurs saved from their normal revenue. 

was stagnating, while agriculture was the most dynamic sector of the 
economy, its development impeded by taxation, proprietorial privileges 
and commercial regulation. The rapid development of capitalist 
agriculture would favour not only the emerging class of agricultural 
entrepreneurs, but also offered a way of resolving the growing social 
and political problems confronting the state, by expanding the available 
surplus and so promising to ameliorate the growing conflict over rent 
and taxation that set the peasantry against both landed proprietors 
and the state. However the contradiction inherent in the physiocratic 
programme was that the development of large-scale capitalist farming 
could only be at the expense of the small-holding peasantry, so that 
the physiocratic solution could only exacerbate social tensions in the 
short-term. 

The theoretical limitations of Physiocracy lay in its continued 
adherence to natural law doctrines and to Cartesian rationalism, on the 
one hand, and in its insistence that agriculture alone was productive, 
on the other.3 It was Adam Smith who overcame these limitations, 
rejecting the 'self-evidence' of the truths of Physiocracy, replacing 
Cartesian rationalism with the empiricism of his friend David Hume? 
and recognising the productivity of manufacture by introducing the 
concept of capital, or 'stock', independent from land and labour. In 
modifying the fundamental assumptions of Physiocracy in this way 
the division of society was changed from that between agriculture, 
manufacture and the proprietors, to that familiar today between the 
landed class, the capitalist class, and the labouring class. 

Smith's Theory of Moral Sentiments 

Smith's theory of society is to be found in three works: The Theory 
of Moral Sentiments, The Lectures on Jurisprudence and The Wealth of 
Nations. Although Smith is thought of today as an 'economist', the 
three books form a whole. 

3 ~ h e  later Physiocrats did abandon this insistence, to recognise the productivity of manu- 
facture, without systematically developing its theoretical implications. 

'The extent to which Smith's work remains within the framework of natural law doctrines is 
aquestion of interpretation that is still hotly disputed. On the one hand, the difference between 
Smith's appeal to reason as a psychological propensity, as opposed to the Physiocrats view of 
reason as an apriori truth, is purely rhetorical, the evidence for both resting on intuition. On 
the other hand, Smith did not follow the Physiocrats in regarding intuition as the conclusive 
Proof of his theories, but sought instead to establish their truth through extensive comparative 
and historical investigation. 
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The historical framework for Smith's analysis of his own society 
is provided by what Meek has called the 'four-stages theory' (Meek, 
1976). According to this theory the mode of subsistence is the 
fundamental determinant of the forms of property and government, 
social institutions and moral sentiments current in a society. There 
are four fundamental modes of subsistence underlying the four types 
of society: hunting, pasturage, agriculture and commerce. These 
stages are arranged in an ideal evolutionary succession of material, 
and corresponding moral, political and intellectual progress. The 
basis of this progress is the extension of the division of labour 
which gives rise to growing social differentiation: between town 
and country, arts and manufacture, different occupations and profes- 
sions, and different social classes. The extension of the division 
of labour increases the social surplus which, if properly applied, 
furthers the division of labour and leads to a diffusion and pro- 
liferation of property. This in turn provides the foundation for 
the growing independence of the state, set up to defend property, 
from any particular interest, and for the progress of the moral senti- 
ments. 

In The Theory of Moral Sentiments Smith explored the material 
foundation and social development of the moral sentiments. Smith's 
starting point was the materialist assertion that 'the understandings of 
the greater part of men are formed by their ordinary employment'. 
However Smith did not adopt the utilitarian thesis, advanced later 
by Benthani, that people were guided by pure self-interest, nor 
even Hume's limited identification of utility with pleasure. For 
Smith the nioral sentiments were formed socially and the basis of 
the moral judgement was the sense of 'propriety', of the beauty 
of a well-ordered whole. The basis of judgements of propriety 
was 'sympathy', the ability to adopt the position of the 'impartial 
and well-informed spectator' in relation both to our own and other 
people's conduct and it was sympathy that conditioned our approval 
of 'benevolence', of conduct that was conducive to the well-being 
of society. For example, people did not desire wealth for its own 
sake, for Smith had a puritanical scepticism about the pleasures to 
be derived from wealth, but for the sake of the social approbation 
that was attached to the possession of wealth. The source of the 
nioral sentiments was passion and not reason, but the effect of 
the mechanism of sympathy was that socially beneficial passions 
were endorsed while harmful passions were condemned. Thus the 
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empirical principle of sociability replaced the natural-law principle of 
obligation. 

Sympathy is not sufficient to restrain the negative impulses that 
express 'self-love'. A degree of self-love is necessary for every 
individual to fulfil her social role so that in seeking to achieve her 
own interests social benefits ensue. However, unmoderated self- 
love could have harmful effects when not restrained by benevolence, 
as selfishness led the individual to seek her ends by anti-social 
means. Such selfishness could be the result either of inadequate 
moral restraint, as when the individual had only a restricted circle of 
social contacts. or of ignorance, where individuals were inadequately 
aware of their own best interests. Moral education and a wide 
circle of social contacts, such as were provided by an extended 
division of labour, would contribute to the perfection of the moral 
sentiments. 

Smith's theory of moral sentiments provided a neat account of the 
moral order of society such as would be recognizable to any modern 
sociologist. But for Smith this moral order was strictly subordinate 
to the economic order whose reproduction it served. Thus it was 
not the basis of his theory of society, but provided only a link in 
the explanation of how a society based on the pursuit of sell-interest 
could be sustained. Moreover the moral sentiments alone were not 
sufficient for the maintenance of good order in society. Above the 
moral sentiments stood the state, and beneath them lay the division of 
labour. 

In Smith's Lectu~.es on Jzcrispr~/denc,e he examined the nature and 
functions of the state, part of which discussion was resumed in The 
Wealth of Nations. The state was seen as a set of institutions which 
had a strictly limited, and largely negative, role in preserving a good 
social order. The state was the repository of law rather than of 
authority and its primary function was to protect the rights of the 
individual as a man, as a member of a family. and as a member of 
society. Smith argued that 'justice . . . is the main pillar that holds 
the whole edifice' (Smith, 1976, p. 86). This was not because justice 
could ordain the propriety of social relationships, for benevolence 
could not be enforced, but because only justice could preserve the 
rights of the individual to life, liberty and property and so guarantee 
the framework of civil society within which benevolence can moderate 
the abuses of misguided self-love. This framework was provided by 
the relationship of the individual to his (not usually her, because 
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the woman was a dependent member of a patriarchal family) legally 
acquired property and by the relationships established by the division 
of labour that were mediated by the free and equal exchange of 
property. 

The Wealth of Nations 

Both the theory of moral sentiments and the theory of the state 
depended on Smith's identification of the moderated and restrained 
pursuit of self-interest with the improvement of social well-being. It 
was this identification that was first systematically theorised in The 
Wealth of Nations, which was the foundation of Smith's entire social 
and political theory. 

For Smith, progress was identified with the extension of the 
division of labour, including the application of machinery, that was 
the foundation of the increasing productivity of labour. 

This division of labour . . . is not originally the effect of any 
human wisdom . . .  I t  is the necessary, though very slow and 
gradual consequence, of a certain propensity in human nature 
which has no such extensive utility; the propensity to truck, barter 
and exchange one thing for another (WN, I, p. 12). 

This propensity, Smith argued, was probably 'the necessary conse- 
quence of the faculties of reason and speech', rather than being a 
mere natural instinct, through the rational consideration that if I want 
the help of others I do better to interest their self-love in my favour 
than to appeal to their benevolence alone (WN, I, p. 13). Thus 
each, in rational pursuit of her own ends, achieved spontaneously the 
progressive extension of the division of labour. The extension of 
the division of labour was limited by the extent of the market. The 
expansion of production enlarged the market, providing the basis for 
an extension of the division of labour, and so for a further expansion 
of production. The extension of the division of labour, if confronted 
by no 'unnatural' barriers, was thus a cumulative process. 

Any barriers to the freedom of exchange restricted the possibilities 
of self-improvement available to the individual, and so restricted the 
progress of society. Thus Smith established that free exchange was 
the condition for the most rapid development of the division of labour 
and so of the wealth of nations. However i t  is not sufficient to 
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consider only the production and exchange of wealth. The problem 
of the proper regulation of society is raised most particularly by the 
question of the distribution of the product. Smith's great originality 
lay in his development of a theory of distribution that enabled him 
to conceptualise the different interests of the different classes of 
society and so to identify the best means of reconciling their interests. 
It was Smith who first systematically introduced into social theory 
the fundamental distinction between the three component classes of 
capitalist society, the owners of 'stock', the landowners and the wage- 
labourers. He achieved this by means of an analysis of the component 
parts of the price of a commodity. 

Smith's analysis of class rests on the observation that production 
depends on the technical co-operation of the three distinct factors of 
production, land, labour and 'stock'. These factors of production are 
the property of individuals, who sell the services of their appropriate 
factor in exchange for a revenue. Thus the distinction between land, 
labour and 'stock' defines the distinction between the corresponding 
revenues, rent, wages and profit, which accrue to the owners of the 
appropriate factors of production. It is these three revenues which 
constitute the component parts of the price of a commodity. The 
laws which govern these revenues accordingly define the distinctive 
interests of the three classes, corresponding to the factor of production 
which constitutes the source of each class's revenue. Moreover, since 
these three revenues exhaust the product there can be no other source 
of revenue, all other revenues deriving ultimately from one of these 
sources, so that the interest of every member of society is ultimately 
attached to one of the three classes. 

Smith's account of the component parts of the price of a commodity 
was notoriously ambiguous. On the one hand, he argued that profit 
and rent in some sense represented deductions from the product of 
labour: the labourer now had to share her product with the capitalist 
and landowner. If this were the case then the value of the commodity 
would be the amount of labour bestowed on it and i t  would not be 
self-evident that the interests of the labourer coincided with those of 
the capitalists and landowners, since profits and rent could increase, 
given the productivity of labour, only at the expense of wages. On 
the other hand, Smith argued that profit and rent did not represent 
deductions from the product of labour, but corresponded in some 
Way to the original contributions made to the product by capital and 
land. Thus profit, rent and wages were independent component parts 
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of the value of a commodity and there was no reason to conclude 
that increasing rents and profits were at the expense of wages. This 
latter is the argument that Smith typically adopted in The Wealth of 
Nations. Thus, for example, he tended to argue that an increase in 
money wages would not lead to a fall in profits but to an increase 
in prices. He then introduced the distinction between the producer 
and the consumer, so that price increases were passed on to the 
consumer, failing to recognise that the consumer could ultimately only 
be the wage-labourer, capitalist or landowner wearing another hat. The 
introduction of this device of the consumer frequently prevented Smith 
from following through the logic of his arguments in a systematic 
investigation of the social relations between the component classes of 
society. 

The purpose of the examination of the component parts of price 
was not to lead into an examination of prices but to establish the 
basis on which the national product is divided between the component 
classes of society: 'wages, profit and rent, are the three original 
sources of all revenue as well as of all exchangeable value. All 
other revenue is ultimately derived from some one or other of these' 
(WN, I, p. 46). In particular, interest is a deduction from profit and 
taxation is a drain on revenue. Smith turned to the examination of the 
determination of the different forms of revenue, and so to the material 
foundation of the interests of the different social classes that comprise 
society. 

It is in considering the different forms of revenue independently 
of one another that Smith definitively abandoned the embodied labour 
theory of value in favour of a theory of the independent component 
parts of value. He retained a labour theory of value only in the sense 
that he uses labour commanded as the most convenient measure of 
value, because he believed that this provided the most stable standard 
of value (although it should be added that he was not altogether 
consistent in this). Thus the labour value of a commodity was not the 
number of hours of labour entailed in its production, but the number 
of hours of labour that could be commanded by its price, The latter 
would be greater than the former to the extent of profit and rent. Thus 
the theory of value analysed the independent component parts of the 
real price of a commodity, only introducing the labour standard in 
order to facilitate long-period comparisons that abstracted from the 
changing value of money. Smith's labour theory of value served not 
as the basis of his analysis of social relations between the classes, but 

only as a convenient accounting device. 
The rapid abandonment of the embodied labour theory of value 

had important implications, for it meant that the revenues of the dif- 
l ferent classes could be considered independently of one another. This 

meant in turn that Smith was not compelled to consider systematically ~ the relation between these revenues, nor the social relations between 
the classes that comprise society. Smith considered the three original 

l sources of revenue not in relation to one another, but in relation 
to their independent contributions to, and benefits from, economic 
growth. The interdependence of these classes was'located only in the 

1, technological interdependence of the factors of production to which 
the revenues correspond, as an aspect of their co-operation in the di- 
vision of labour. Land, labour and stock are the universal foundations 
of social differentiation and are considered on a par with other func- 
tional distinctions, such as that between agriculture and manufacture, 

I as aspects of the technical division of labour characteristic of any 
developed society. This is why Smith could not conceive of any but 
the simplest society except in terms of the categories appropriate to 
his own, and this is why he proceeded immediately from 'that early 
and rude state of society' to a society in which stock has accumulated 
in the hands of particular persons who 'will naturally employ it to set 
to work industrious people' (WN, I, p. 42). 

, Wages are determined by the balance between the supply of and 
the demand for labour. However 'there is a certain rate below which 
it seems impossible to reduce, for any considerable time, the ordinary 
wages even of the lowest species of labour' (WN, I, p. 60). In 
the wage bargain the masters have the upper hand, so the tendency 
is for the wage to fall to this minimum. However an increasing 
demand for labour, associated with an increasing revenue in the form 
of profit and rent which constitutes the fund out of which wages are 
paid, enables the labourers to '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 revenue 
and stock of every country and cannot possibly increase without it'. 
Hence the labourers have an interest in the progressive increase in 
rent and profits since this alone can secure increased wages for them. 
Moreover the 'liberal reward of labour' is socially beneficial: 'No 
society can surely be flourishing and happy, of which the far greater 
Part of the members are poor and miserable'. More to the point, 
the liberal reward for labour encourages the growth of population 
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and encourages the 'industry of the common people'. The effect of 
accumulation on wages is beneficial to the workers, to the masters and 
to the nation (WN, I, pp. 58-61, 7&73). 

Profits are necessary to encourage the owner of stock to hazard 
his stock by employing labourers. The size of profits, however, 
is determined by the relation between the size of stock and the 
opportunities for its employment. Although the opening of new 
investment opportunities may lead to an increase in profits, Smith 
assumed that the general tendency is for the increase of stock to lower 
profit as competition between the owners of stock for investment 
opportunities increases. Thus accumulation tends to increase wages 
but to lower profits. However it is not the former that causes 
the latter, although low wages can be a source of high profits and 
vice versa, but rather it is the independent relationship between the 
supply of investment funds and the opportunities that confront them 
that determines the decline in profits. Thus in a society in which 
opportunities are so exhausted that accumulation reaches its limits, 
both wages and profits will be low. 

Accumulation, although it increases the mass of profits, tends 
to lower the rate of profit. This means that the owners of stock 
have an ambiguous interest in economic progress, and are tempted 
to seek to increase the rate of profit artificially. Such measures are, 
however, extremely harmful to society. 'In reality, high profits tend 
much more to raise the price of work than high wages' (because high 
wages encourage industriousness and growth of population). Thus 
high profits restrict the growth of the market and so the extension of 
the division of labour. 

Our merchants and master-manufacturers complain much of the 
bad effects of high wages in raising the price, and thereby lessening 
the sale of their goods both at home and abroad. They say nothing 
concerning the bad effects of high profits. They are silent with 
respect to the pernicious effects of their own gains (WN, I, pp. 87- 
8). 

Smith's analysis of rent is even more ambiguous than his analysis 
of profit. On the one hand, rent is seen not as an independent 
component of the price but as whatever is left over after normal 
wages and ordinary profits have been deducted. An increase in rent 
can therefore only be at the expense of wages or profits. Rent is not 
a form of profit, due as a result of investment of stock in the land, 
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but is a 'monopoly price' determined by 'what the farmer can afford 
to give'. Thus 

rent . . .enters into the composition of the price of commodities 
in a different way from wages and profits. High or low wages and 
profit are the causes of high or low price; high or low rent is the 
effect of it (WN, I, pp. 131-2). 

However, if rent is a deduction from price the question arises of what 
determines the price: it cannot be determined by the sum of profits, 
wages and rent if rent depends in turn on price. Smith's answer was 
to follow the Physiocrats in relating rent to the natural fertility of the 
soil. Thus the total product is fixed and rent is what remains after the 
deduction of wages and profits. It arises because the natural powers of 
the soil make agriculture more productive than manufacture. Clearly, 
however, rent depends not on the size of the product, but on the value 
(price) of the product. Thus Smith went into an extended investigation 
of the relationship between the prices of agricultural produce, of other 
raw materials, and of manufactured goods. The basic conclusion is 
that the relative prices of non-food raw materials rise and those of 
manufactures fall in relation to the prices of foodstuffs, so that 'every 
improvement in the circumstances of society tends either directly or 
indirectly to raise the real rent of land, to increase the real wealth of 
the landlord' (Smith, WN, I, p. 228). 

This argument may explain why rent should increase, but it does 
not provide any explanation either for the existence or the level of 
rent. However the conclusion that Smith had reached is the one 
that was essential to him, for it enabled him to identify the interest 
of the landowner with the general improvement of society, for the 
landowners gain from 'every improvement in the circumstances of the 
society', and this was of fundamental importance in the constitutional 
circumstances of Smith's time. 

Smith concluded his investigation of rent by examining the interests 
of the 'three different orders of people': 'those who live by rent', 
'those who live by wages', and 'those who live by profits'. The 
interest of the first order, the landowners, 'is strictly and inseparably 
connected with the general interests of society', as is that of the 
labourer. Those who live by profit are those 'whose stock puts into 
motion the greater part of the useful labour of every society'. But the 
rate of profit tends to fall with progress and the great merchants and 
manufacturers, although they have 'more acuteness of understanding' 
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than the landowners, are concerned with their own particular interests 
rather than with those of society. 'The interest of the dealers . . . is 
always in some respects different from, and even opposite to, that 
of the public', and they have exercised their own abilities to impose 
on the gullibility of the other orders of society, having 'an interest 
to deceive and even to oppress the public' by narrowing competition 
(WN, I, pp. 230-2) . 

The constitutional conclusions that Smith reached are developed 
later in The Wealth oj'Nations and elsewhere, but they can be sum- 
marised as the need for a balanced constitution, in which the oppressive 
dangers of 'monarchy' are balanced by 'democracy', the parliamen- 
tary representation of property, and the need for public education, 
to which Smith attached great importance. Public education is de- 
sirable because the state of society does not 'naturally form' in the 
people 'the abilities and virtues which that state requires' so 'some 
attention of government is necessary in order to prevent the almost 
entire corruption and degeneracy of the great body of the people', 
so making them 'the less liable . . . t o  the delusions of enthusiasm 
and superstition, which, among ignorant nations, frequently occasion 
the most dreadful disorders . . .less apt to be misled into any wanton 
and unnecessary opposition to the measures of government' (WN, 11, 
pp. 263-9). However, Smith was not too cocfident of the powers 
of reason in the face of the persuasive power of the merchants and 
manufacturers. Smith's conclusion was that 

all systems of either preference or of restraint . . .being thus 
completely taken away, the obvious and simple system of natural 
liberty establishes itself of its own accord. Every man, as long 
as he does not violate the laws of justice, is left perfectly free 
to pursue his own interest his own way, and to bring both his 
industry and his capital into competition with any other man, or 
order of men. . . .According to the system of natural liberty, 
the sovereign has only three duties to attend to . . .first, the duty 
of protecting society from the violence and invasion of other 
independent societies; secondly, the duty of protecting, as far 
as possible, every member of the society from the injustice or 
oppression of every other member of it, or the duty of establishing 
an exact administration of justice; and, thirdly, the duty of erecting 
and maintaining certain public works and certain public institutions 
(WN, 11, p. 180). 

The good order and progress of society depends on the existence 
of a state that will maintain justice, and so the rule of competition, 
and on the development of the moral sentiments that will be advanced 
by the growth of industriousness and the extension of the division of 
labour, and that will be endorsed by the development of education. 

Smith's contribution to social theory 

Smith is best remembered today as an economist and as the theorist 
of economic liberalism. However, as economics his work is eclectic 
and unsystematic. His theory of wages derives from the Physiocrats, 
his theory of rent still rests on physiocratic prejudice and his theory of 
profit at best rests on an implicit extended physiocratic identification 
of profit with the productive powers of stock. His account of the 
interests of the fundamental classes of society is equally unsystematic. 
He recognised the morally harmful effects of large-scale industry and 
of the division of labour on the working class, so his identification 
of the interests of the workers with those of society rests wholly on 
the postulate that accumulation, and accumulation alone, can increase 
wages. His identification of the interests of the landowners in the 
improvement of society is equally tenuous, depending on an intuitive, 
if not wholly implausible, analysis of the relations between prices of 
foodstuffs, minerals and manufactured goods. His identification of the 
relation of the owners of stock to accumulation rests on the neglect of 
any systematic investigation of the fundamental relationships between 
profits, rent and wages, and between the rate of profit and the rate of 
accumulation. In short, his defence of economic liberalism rests more 
on faith than on any systematic analysis. 

However the fundamental importance of Smith's work is not its 
technical contribution to economics, but the fact that it opens up an 
entirely new approach to society which earlier writers had partially an- 
ticipated, but which Smith first presented as a systematic and relatively 
coherent whole. Smith's contribution can be summed up under three 
headings. Methodologically he was the first systematic social theorist 
to break definitively with the natural-law tradition. In this he replaced 
the rationalistic foundation of Physiocracy with the empiricism of his 
friend David Hume, so separating social theory from philosophy in 
subjecting theoretical laws to empirical evaluation. Theoretically, he 
was the first to develop a systematic materialist conception of history 
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based on the determining role of the mode of subsistence. Finally, 
the originality of his contribution is consummated in his theory of 
social class, for he was the first to analyse systematically the emerging 
capitalist society in terms of the fundamental class division between 
capitalists, landowners and wage-labourers. 

To many it may seem strange that Adam Smith, who is best 
known as the theorist of liberal individualism, should be acclaimed 
for his contribution to the class theory of society. However, there 
is no paradox here, for in Smith's work there is no conflict between 
individual aspiration and class affiliation. Smith's conception of social 
class is quite different from the medieval conception of an estate, a 
corporate body of which membership entails differential rights and 
obligations. Social classes are not corporate entities in this or in any 
other sense. 

Social classes arise because of the functional differentiation, es- 
tablished in the course of development of the division of labour, 
between labour, land and stock as factors of production. All means of 
subsistence derive from the collaborative employment of land, labour 
and stock, and all revenues derive ultimately from one or other of 
these factors of production. In the 'early and rude state of society' 
the same person owned all three factors of production, and so ap- 
propriated all three revenues. With the development of the division 
of labour their ownership becomes differentiated, so that the distinct 
revenues accrue to different people, thereby defining their different 
class interests. 

The interests of different members of society depend on the 
ultimate source of their revenues. Because the different forms of 
revenue are determined differently, the three factors of production 
which constitute the ultimate sources of all revenues define three 
differential class interests. However much they may conflict with each 
other in competition, capitalists, for example, have a common interest 
as owners of stock in relation to the owners of land and labour. 
Moreover, because there are ultimately only three sources of revenue 
in society there are only three social classes. All 'intermediate strata', 
such as lawyers, priests, or government employees, must ultimately 
belong to one or other of these classes, depending on the ultimate 
source of their revenues. It is possible to straddle the classes, as does 
the independent artisan who is both labourer and owner of stock, but 
it is not possible to belong to society except through assimilation into 
its class system, for it is only as a member of a social class that it 
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is possible to acquire access to a revenue with which to secure the 
means of subsistence. 

Although class interests are defined objectively, the members of 
those classes may not be aware of their interests, and may not act 
in accordance with them. The capitalists have an acute awareness of 
their own interest, since their very survival depends on their paying 
the closest attention to it. However, as we have seen, their interest is 
at variance with that of society, and so they seek constantly to deceive 
the public. The landowners, by contrast, are 'too often defective' in 
their knowledge of their own (and thus the public) interest. 

That indolence, which is the natural effect of the ease and security 
of their situation, renders them too often, not only ignorant, but 
incapable of that application of mind which is necessary in order to 
foresee and understand the consequences of any public regulation 
. . .The interest of the second order, that of those who live by 

wages, is as strongly connected with the interest of society as 
that of the first . . .But though the interest of the labourer is 
strictly connected with that of the society, he is incapable either 
of comprehending that interest or of understanding its connection 
with his own (WN, I, pp. 230-2). 

The labourer is only heard on particular occasions 'when his 
clamour is animated, set on, and supported by his employers, not for 
his, but for their own particular purposes'. It is this ignorance which 
political economy must dispel. 

It is through his theory of class that Smith opened up the possibility 
of a systematic social science. Earlier students of society, most notably 
Gregory King, had entertained the idea of social classes, but had not 
established a rigorous foundation for their class distinctions. King, for 
example, identified twenty-six ranks of the population, differentiated 
on the basis of status, which could be classified in turn as belonging 
to the 'poorest sort', the 'middle sort', and the 'better sort', but 
the classification had no principled foundation. Political theorists, 
on the other hand, had approached society more systematically, but 
had tended to rely on a much more abstract conception of society, 
attempting to reduce the heterogeneity of statuses and of forms of 
Property in order to establish the common foundation of the polity in 
the abstract individual. 

Smith made it possible to bridge the gap between the empirical and 
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the theoretical approaches to society by making it possible to locate 
the political theorists' individual within a systematically organised 
society. He could do this because the systematic distinctions in 
society no longer depended on inherent differences in personal status, 
but rather on the material basis on which the individual participated 
in society, although he still recognised the existence of gradations of 
rank and status. Thus social differentiation was reconciled with the 
uniformity of human nature that had become the foundation of liberal 
political theory and continued to underlie the materialism of classical 
political economy. Moreover the new theory was able to justify and 
reconcile both social differentiation and the freedom and security of 
the individual. 

Social and political differentiation was justified on the basis of 
the differential contributions of land, labour and stock to the product 
and to the growth of the economy, while the freedom and security 
of the individual was justified by the need to give the individual the 
means and incentive to pursue her own ends in order to contribute 
to the betterment of society. Thus the theory of class, far from 
compromising the individualism of liberal theory, makes it possible 
to rest the latter on a much more concrete foundation. Because it is 
possible to explore much more systematically the participation of the 
individual in society, it is possible to provide a defence of liberalism 
no longer solely on the basis of claims about human nature but more 
practically in terms of the material benefits to which a liberal regime 
will give rise. 

In locating the individual socially and historically Smith opened 
the way to an empirical social science, and his lead was soon 
followed in Scotland by Adam Ferguson and John Millar. However 
Smith's approach continued to harbour fundamental weaknesses that 
also marked the work of the other members of the Scottish Historical 
School. Despite its apparent concreteness Smith's theory still rests on 
the speculative definition of a 'natural' order of society against which 
real societies and real history are measured. Smith was not really 
concerned with how particular societies actually work, but was much 
more concerned with how the ideal society would work, in order 
that he could measure his own and other societies against that ideal. 
This focus explains Smith's failure, on the one hand, to offer any 
adequate account of the relationships between the fundamental classes 
of society and, on the other, his failure to reconcile his materialism 
with any adequate conception of history. 

The limits of Enlightenment 

The failure to provide an adequate account of the relationships 
between the fundamental classes of society rests on the absence of 
any coherent theory of value, not in the narrow technical sense of a 
standard of price, but in the more fundamental sense of a theory that 
can account for the revenues of the different classes of society. Smith 
related wages, profits and rent to labour, stock and land, but he had 
no adequate theory of the relations between each of the terms. This 
weakness is not only of economic importance, for wages, profit and 
rent are not simply economic categories. More fundamentally they 
determine the interests of, and the relations between, the fundamental 
classes of society and, arising out of these interests and social relations, 
they determine the form of government and the moral sentiments 
appropriate to the society. They determine not only the pattern of 
economic development, but also the moral, political and intellectual 
development of society. The absence of a coherent theory of value 
means that Smith's entire social theory is ultimately based on anecdote 
and assertion. 

The weakness of Smith's theory of value could be remedied 
within the framework of his social theory, and indeed the history of 
economics is, as we shall see, primarily the history of the attempt to 
remedy this weakness. However the lack of an adequate conception 
of history was a more serious deficiency, one which was not unique 
to Smith, but which derived from the theoretical perspectives of the 
Enlightenment on which he drew, and which define the character and 
limits of liberal social thought. 

The limits of Enlightenment 

As we have seen, the fundamental concepts of the Enlightenment 
were those of Reason and Nature. However Nature appeared in a dual 
guise. On the one hand, there was the world of 'external' Nature, 
whose Laws could be known but could not be modified by human 
intervention. On the other hand, there was the world of 'internal' 
Nature, of human impulses, passions, and emotions, which could be 
modified by their subordination to the human intellect, so that human 
morals, conduct and institutions could be rationally adapted to human 
aspirations, subject to the constraints imposed by the immutable world 
of external Nature. The dividing line between 'internal' and 'external' 
Nature marks the limits of Reason. Those human institutions are 
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rational which are based on the mastery of 'internal' Nature, within 
the limits of the constraints of 'external' Nature. These limits mean 
that the world which results is not the best of all conceivable worlds, 
but it is the best of all possible worlds. 

The Enlightenment made Reason its watchword. However reason 
was not an invention of the Enlightenment: previous philosophies had 
been equally committed to rational argument. What distinguished the 
Enlightenment was the conception of the world to which reason should 
be applied. It is not so much its commitment to rational criticism which 
distinguishes the thought of the Enlightenment, but rather its dualistic 
conception of Nature, which defines the possibilities and limits of 
rational criticism in radically distinguishing 'internal' from 'external' 
Nature, Subject from Object, Mind from Matter. The dividing line 
between subject and object, between 'internal' and 'external' Nature, 
between the mutable and the immutable, between the 'conceivable' 
and the 'possible', is the basis of Enlightenment thought, and presented 
that thought with its central philosophical problem, that of providing a 
rational foundation for its conception of the world. For empiricism this 
conception of the world was impressed on Reason by the unmediated 
experience of the externality of Nature. However rationalism insisted 
that concepts cannot derive from immediate experience, but can only 
be imposed on experience by Reason. In either case 'enlightenment' 
consists in laying bare the truths imposed on immediate experience, 
whether by Nature or Reason (or both), by analytically stripping that 
experience of the supervening layers of myth and superstition. 

Both rationalism and empiricism remained transcendental philoso- 
phies, unable to provide a rational foundation for the Enlightenment's 
view of the world because each had to postulate an unknowable Nature 
or Reason as the condition of experience of that world. Hegel sought 
to overcome this dilemma by locating Reason historically, so that the 
Enlightenment view of the world is not imposed on human experience 
by an external Nature or an external Reason, but is one which has 
been constructed by the historical development of Reason, through its 
progressive mastery of 'internal' Nature, as it displaces the superstition 
which attributes a 'supernatural' origin to human institutions. History 
can still only be understood retrospectively, from the vantage point 
of a Reason which stands outside the historical process, but Hegel's 
historicist perspective can at least account for the fact that Reason 
only emerges to human consciousness at the end of History.. 

The implication of all these philosophies, made explicit by Hegel, is 

The limits of Enlightenment 

that the concrete human understanding of history is always provisional, 
confined within the limits of the historical achievements of Reason, 
limits expressed in the historically developed conceptions of the 
distinction between 'external' and 'internal' nature, between 'matter' 
and 'spirit', between 'object' and 'subject'. The critical power of 
rational thought depends on its being aware of its provisional character 
as an historical product. However Enlightenment thought abandoned 
its critical project at just this point, representing its own reason not as 
an historical product, the intellectual expression of a particular stage 
of human development, but as Reason itself, the creative power and 
culmination of History. In so doing it presented bourgeois thought, 
and the bourgeois society depicted as rational by that thought, as the 
culmination of the self-realisation of Reason. Thus Enlightenment 
thought does not escape from the superstition which it sought to 
surpass, for like its predecessors it attributes a 'supernatural' origin to 
human institutions, which are not explained as the concrete result of 
human practical activity, but as the product of a transcendent Reason. 

In its idealist versions the metaphysical character of this Philosophy 
of History is plain to see. However Smith's materialist conception of 
history is no less metaphysical in 'naturalising' the progress of Reason 
by attributing it to the advance of the division of labour. Reason for 
Smith is not a transcendental principle, but a human faculty. However, 
ignorance and immoderate self-love are barriers to the realisation of 
this faculty, barriers which are overcome as the development of the 
division of labour leads to the formation of the socially beneficial 
'moral sentiments' of moderated self-love, and a growing awareness 
of the benefits of specialisation. It is the self-evident rationality of 
the division of labour, and of the associated social institutions of 
capitalist society, which underlies the historical process. It is the 
natural foundations of these institutions which places them on the side 
of immutable 'external' Nature to which Reason must conform. It is 
this 'naturalisation' of bourgeois social institutions which constitutes 
Smith's theory, for all its strengths, as bourgeois. 

The rationality of the social institutions of capitalist society is 
determined by their rational conformity to the natural laws of pro- 
duction, distribution and exchange. Smith's account of history is the 
story of the self-realisation of this rationality. This means that for 
Smith human institutions can have only one of two origins: either 
they correspond to the order of reason, or they are the results of 
misguided and misdirected human intervention. History is the study 
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of the barriers to progress thrown up by the abuse of power motivated 
by pride, greed, vanity, prejudice and ignorance. This history has a 
certain rationale, in that the unsavoury characters who litter its pages 
were formed primarily by the circumstances of their material existence, 
but the more fundamental rationality of history lies outside history in 
the natural advance of the division of labour, accumulation of stock 
and improvement in the productive powers of labour. Capitalism 
marks the end of this history not because it abolishes want, or brings 
production under human control, but because it marks the limits of 
human perfectibility as the advance of Reason comes up against the 
constraints imposed by the immutability of Nature. 

Economists have a singular method of procedure. There are 
only two kinds of institutions for them, artificial and natural. The 
institutions of feudalism are artificial institutions, those of the 
bourgeoisie are natural institutions . . . the relations of bourgeois 
production . . . therefore are themselves natural laws independent 
of the influence of time. They are eternal laws which must always 
govern society. Thus there has been history, but there is no longer 
any (Marx, PP, p. 1 16). 

Smith's conception of history as the self-realisation of reason 
rests on his naturalistic conception of capitalist social relations of 
production. The foundation of this naturalistic conception of bourgeois 
society lies in his account of the formation of revenues, which is the 
basis of his theory of class. Smith did not account for the formation of 
revenues as a social process, appropriate to a particular form of society. 
Instead he referred these revenues back to a natural origin. Thus wages 
were referred back to the physiological subsistence requirements of 
the worker. Rent was determined by the natural productivity of land 
and profit was, at least implicitly, related to the productive powers 
inherent in the forces of nature, including the division of labour, set 
in motion by stock. Thus the formation of wages, rent and profit 
could be considered independently of the form of society since their 
'natural' rates correspond to the natural properties of the universal 
categories of labour, land and stock. The system of naturul liberty, 
which is supposed to be the most conducive to social progress, is that 
in which, within the framework of justice that protects the 'sacred and 
inviolable' rights of property, the natural order of society can assert 
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ideal, any interference with this order can only be seen as unnatural, 
irrational and pernicious. . Smith could not recognise that different 
modes of subsistence can give rise to different social relations; indeed 
he could not recognise that the relations between the classes are social 
relations at all, for class membership is defined exclusively by the 
property relation between the individual and the factor of production 
which constitutes her revenue source. He had, therefore, no conception 
of history as the history of social relations in a continuous process 
of change. History begins with 'the accumulation of stock and the 
appropriation of the land' and it ends with 'the system of natural 
liberty'. Between the two is merely the progressive advance of 
the division of labour, checked from time to time by the vices and 
ignorance to which man, in his imperfection, is heir. 

Ricardo's completion of the system 

The technical weaknesses of Smith's theory were no barrier to its 
political and ideological success. The Wealth ofNutiotls was, after all, 
a political tract as much as a work of science, and it was one that 
so accorded with the spirit of the times that it was greeted largely 
uncritically by those favourable to Smith's point of view."mithls 
work was not universally accepted, nor did it immediately supplant all 
other works of political economy. For example, David Hume offered 
a much more sophisticated theory of money and a correspondingly 
more powerful critique of mercantilism. However, Smith's work im- 
mediately came to dominate political-economic thought and continued 
to do so for decades to come. Moreover Smith's work had an impact 
that went far beyond the policy-oriented debates of political economy, 
providing a framework that was taken up by social theorists and 
philosophers throughout Europe, as a point of reference if not a direct 
inspiration, to the extent that the specifically Smithian origins of the 
framework were soon lost to view. 

The technical weaknesses of Smith's system only began to become 
apparent when his sanguine assumptions about the natural harmony 
of class interests came to be challenged politically, so reopening 
consideration of the basis of class relations. The question of the 
relation between the fundamental classes of society was reopened 

itself for the benefit of huminkind. 51 have discussed the the role of political economy as a political ideology at length in Clarke. 
Since this order of society is so obviously natural, rational and 1988, Chapters 2 and 3. 
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in Britain by consideration of the economic and social dislocation 
precipitated by the Napoleonic Wars. The Wars had been a sharp 
increase in the price of grain, and so of agricultural rents, at the 
expense of wages and profits, and were followed by a serious recession. 
Although the War was not the only source of strain in a period of 
rapid capitalist expansion, the increased price of grain created real 
hardship for large sections of the population and, even if it was 
not the cause, could easily be made the scapegoat for successive 
waves of working class radicalism. Moreover, the price of grain, 
inflated by the Corn and Poor Laws and by the debasement of the 
coinage, on top of a heavy burden of taxation, could easily be blamed 
for the recession through its impact on profits. Thus widespread 
grievances surrounding the price of corn, monetary policy, the Corn 
Laws, the Poor Laws and the burden of taxation directed attention to 
the impact of economic policy on the level of wages and profits, and 
so on the distribution of the product among the component classes of 
society. 

Consideration of these questions of economic policy was not simply 
an economic concern. In France, failure to deal adequately with similar 
grievances had precipitated a revolution, and radical agitation in Britain 
was sufficient to make the threat real at home. Thus the point at issue 
was that of the proper organisation of society, and particularly of the 
relations between the classes, and this had fundamental constitutional 
and political as well as economic significance. Thus questions were 
raised that Smith's system could not answer. It fell to David Ricardo 
to bring the classical system to completion. 

Ricardo's starting point in his Principles of Political Economy and 
Taxation was to observe the inadequacy of the work of his predecessors 
'respecting the natural course of rent, profit and wages', identifying 
the determination of the 'laws which regulate this distribution' as 
the 'principal problem in Political Economy' (Ricardo, 1971, p. 49). 
Although Ricardo also modified the Smithian theory of money and of 
foreign trade, his major contribution to political economy as a theory 
of society was in addressing this problem, and in his realisation that 
the key to the solution of the problem lay in the theory of value. 

Ricardo took as his starting point the embodied labour theory of 
value, according to which the value of a commodity corresponded to 
the amount of time taken to produce it. The great advantage of such 
a theory for Ricardo's purpose was that the value of a commodity 
was given independently of the determination of wages, profit and 
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rent. Wages, profit and rent could then be considered as proportionate 
shares of a fixed sum of value. Once any two of the revenues were 
determined, the third would be simply the remainder. For Ricardo 
it was profit that was residual in this way, so to determine profit he 
required only adequate theories of wages and of rent. 

Ricardo adopted the theory of differential rent already developed 
by Anderson, West and Malthus. According to this theory rent was 
determined by the differential fertility of different pieces of land and 
not, as Smith had thought, by the absolute fertility of the soil. Thus 
the worst piece of land in use would pay no rent, while rent would 
arise on more fertile pieces of land in token of the extra profits that 
could be earned by the farmer because of the greater productivity of 
the soil. The greater the difference between the productivity of the 
best and worst land under cultivation, the greater would be the rent. 
Rent would be determined by the fact that succeeding pieces of land 
are progressively less fertile. 

Wages were determined for Ricardo, as for Smith, by the supply 
of and demand for labour, gravitating around the 'natural price of 
labour' which corresponded to the cost of the necessary means of 
subsistence, a sum which depended, following Malthus, on the 'habits 
and customs of the people'. Ricardo went further than Smith, however, 
in offering an explanation for the fact that wages correspond to this 
subsistence minimum and the basic explanation was again owed to 
Malthus. According to the Malthusian doctrine, if wages rose above 
the subsistence minimum, as a result of legislative or charitable 
intervention or as a result of an increased demand for labour, there 
would be an increase in population as more affluent workers would 
many earlier and have more children and more of these children 
would survive. This population increase would increase the supply of 
labour until the wage was forced back to the subsistence minimum. 
The only way in which the wage could remain above the minimum 
would be by the demand for labour running permanently ahead of its 
supply as a result of the rapid accumulation of capital. 

This theory clearly only applies in the long run, since the labour 
supply will take some time to adapt to the change in- wages. In the 
short run a different mechanism, that of the wages-fund, is operative. 
According to this doctrine the demand for labour was determined by 
the fund available to capitalists for the payment of wages. An increase 
in wages would reduce the demand for labour until the natural rate 
of wages has been restored. The implication of the two doctrines 
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condemned 'the cynical Ricardo' for whom 'economic laws blindly 
rule the world. For Ricardo men are nothing, the product everything' 
(Marx and Engels, CW, 3, pp. 192, 256). 

This interpretation of Ricardo is misleading in being much too 
narrow. The importance of Ricardo's work for his contemporaries 
and for his classical successors was not primarily that it perfected the 
analysis of the economic machine, but that it provided an account 
of the proper regulation of the class relations of his society that was 
more appropriate to the post-Napoleonic political conflicts than that of 
Adam Smith. The adherents of classical political economy were not 
especially impressed by Ricardo's concern for rigour, they were much 
more impressed by the results that he achieved. 

Ricardo modified Smith's analysis most particularly in the status 
he accorded to the landowner. For Smith the landowner's interest 
was identified with the general interest, while for Ricardo 'the interest 
of the landlord is always opposed to the interest of every other class 
in the community' (Ricardo, 1951, IV, p. 21). Such statements 
have led to another misleading interpretation of Ricardo that sees 
him as the radical theorist of the industrial bourgeoisie, arming itself 
for a decisive struggle with landed property. Such an interpretation 
considerably overemphasizes Ricardo's radicalism and the distance that 
separates him from other, and more conservative, political economists 
from Smith to Malthus and McCulloch. 

Ricardo's attack on the landlords was confined to his attack on the 
Corn Laws and the Old Poor Law. He did not attack landed property 
as such, indeed he was himself a landed proprietor. For Ricardo rent 
was determined not by the existence of landed property, but by the 
differential fertility of the soil, while the barrier to accumulation was 
not landed property but the niggardliness of nature. It was because 
rent was spent unproductively that it restrained accumulation, and in 
this Ricardo simply followed Smith, drawing Smith's conclusion that 
landed property should bear the brunt of taxation. 

Ricardo's analysis stands out from that of all his contemporaries 
in its rigour, and in the starkness and clarity of his conclusions. 
However, although Ricardo's analysis eventually prevailed in Britain, 
it also met with fierce opposition. Rigour was no virtue if it led 
to unpalatable conclusions. Thus many preferred the vagueness 
and ambiguity of Smith, Say or Sismondi to the harsh rigour of 
Ricardo. Nor did Ricardo's attack on the landed class go unchallenged. 
Malthus defended the landed interest against Ricardo, asserting that 
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the unproductive expenditure of the landed class is a virtue in averting 
the dangers of over-production, while Sismondi extended the critique 
to the principles of laissez faire. Nevertheless, while these various 
thinkers differed in the emphasis and detail of their analyses, which 
led to often very different political conclusions, they all developed 
their analyses on the common basis of the naturalistic theory of 
class, within the framework of the materialist philosophy of history, 
handed down by Smith. Thus, while they may have differed in their 
assessment of the proper relation between rent and profit, and of the 
role of the state in regulating that relation, they were in complete and 
unshakeable agreement that capitalist class relations rest on a rational 
foundation and they were in complete unanimity as to the proper role 
of the working class within society. All agreed that the working 
class should remain subordinate; the issue was to whom should it be 
subordinated. While Smith had drawn the constitutional conclusion 
from his analysis that the foundations of a sound constitution lay in 
the allied interests of the landed gentry and the emerging proletariat, 
the conclusion could be drawn from Ricardo's work that a sound 
constitution could only be based on the allied interests of agrarian 
and industrial capitalists and the proletariat. Thus Ricardianism was 
turned into a radical weapon in the agitation leading up to the 1832 
Reform Bill. 

Ricardo's theory could be developed in an even more radical 
direction that Ricardo himself would never even have contemplated. 
Although Ricardo established an inverse relation between wages and 
profits, he did not imagine for one moment that such a relation 
implied a conflict of interest between capital and labour. Wages were 
determined by the necessary means of subsistence, and could only rise 
above this level as a result of the rapid accumulation of capital on 
the basis of healthy profits. The Malthusian and wages-fund doctrines 
ensured that any unnatural increase of wages, whether secured directly 
through trades union agitation or indirectly through poor relief, would 
inevitably prove self-defeating by stimulating population growth and 
retarding accumulation. The inverse relation between wages and 
Profit did not refer to an exploitative relation between worker and 
capitalist, but to the mechanism by which an increase in the price of 
corn, by raising money wages, eroded profits. However, the labour 
theory of value could easily be turned from a convenient analytical 
device into a moral statement about the rights of labour, so turning 
Ricardo's theory from an apologia into a critique of capitalism. If the 
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worker was entitled to the full fruits of her labour, Ricardo's theory 
clearly showed that profit represented a deduction from the worker's 
entitlement. While Ricardian radicalism bound the worker to the 
capitalist in opposition to the landlord, Ricardian socialism incited the 
worker to turn on the capitalist too. 

Ricardo's theory was not only vulnerable to a socialist re- 
interpretation. Even in its own terms it provided a very inadequate 
basis on which to defend capitalism. In abandoning the physiocratic 
foundations of Smith's theory, Ricardo also abandoned the justifica- 
tion of rent and profit. In Ricardo's system rent and profit no longer 
corresponded to any real contribution to production. Rent was a 
deduction from the profit of the farmer that accrued to the landlord as 
an expression of the declining fertility of the soil that was the greatest 
barrier to human progress: the landlord benefited from increasing 
human misery. Profit was a deduction from the product of labour, a 
simple residue. Insofar as Ricardo defended profit he referred to the 
reward for the capitalist who had foregone consumption for a period 
as the reward for waiting, but this defence is not very persuasive in 
the absence of any analysis that relates the supposed sacrifice of the 
capitalist to the size of his profit: indeed the greater his sacrifice 
the faster the rate of profit falls. The idea that profit and rent are 
deductions from the product of labour could easily be transformed by 
the emerging socialists into a moral theory that saw profit and rent as 
unjust deductions made by parasitic landlords and capitalists. 

Smith's moral justification of capitalism was based fundamentally 
on the progressive character of the capitalist system. This too was 
seriously compromised in Ricardo's account, for Ricardo showed that 
both land and capital are ultimately barriers to progress. Land acts 
as a constant drain on profit, directing funds from investment into 
unproductive expenditure and so slowing accumulation. Capital too 
acts as a barrier to progress, since investment will only be made in so 
far as it yields a profit and as profits inevitably fall, investment will 
be curtailed. 

Ricardo's theory thus abandoned any foundation on which capi- 
talism could be justified morally. For Ricardo there was no need to 
do so: Smith's struggles against the remnants of feudalism had been 
all but won, even the defence of landed property by writers such as 
Malthus now taking place within the framework of capitalism. The 
working class critique of capitalism in the name of a different. co- 
operative rather than competitive, form of society had not yet become 
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a pwerful independent force. Thus for Ricardo the existence of 
capital, landed property and wage labour was simply an inescapable 
fact of life, the natural foundation of any developed society. For 
Ricardo, as for Smith, the self-evident evils of other forms of society 
flowed 'from bad govemment, from the insecurity of property. and 
from a want of education in all ranks of the people'. It was 'essential 
. . . to  the cause of good govemment that the rights of property should 
be held sacred' (Ricardo, 1971, p. 120). 

But the socialist movement that began to emerge just as Ricardo 
was writing was beginning to question not simply the constitutional 
arrangements of contemporary society, but the sanctity of property 
and the naturalness of competitive capitalism, generating instead a 
vision of a society based on property held in common and on co- 
operation. Once the naturalness of capitalism and the sanctity of 
property were questioned, Ricardo's theory could be given a radical 
twist that sharply counterposed the interests of labour to those of both 
capital and landed property. Capitalism then came to be seen not as 
a natural, but as an historical form of society, a particular form of 
society that has not always existed and that is destined to be replaced. 
This was the direction in which Marx developed the initial insights of 
the 'Ricardian socialists', to develop a critique not only of political 
economy, but of the very foundations of liberal social theory. I will 
examine this critique in the next two chapters. 

Meanwhile the rise of an independent working class, and particu- 
larly the development of Ricardian socialism at the end of the 1820s 
had precipitated an ideological crisis in political economy. Although 
Ricardo's theory was technically far superior to Adam Smith's, the 
Ricardian labour theory of value, on which the potentially subversive 
deduction theory of profit rested, was technically deficient and could 
easily be abandoned by those who sought to evade the unaccept- 
able conclusions that the socialists began to draw from the Ricardian 
system. 

The technical weakness of Ricardo's theory of value becomes 
apparent as soon as it is realised that relative prices do not in fact 
correspond to the amount of labour embodied in different commodities. 
If the sum of profit earned by a capitalist were equal to the number 
of labourers employed, multiplied by the unpaid labour of each, the 
rate of profit would depend on the number of labourers set to work by 
a Particular capital, and the rate of profit on a capital that mobilised 
a large number of workers and little fixed capital would be higher 
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than that on a capital that employed a large quantity of fixed capital, 
and so employed relatively few labourers. However, the mobility of 3 
capital, fostered by the credit system, means that the rate of profit on 
different capitals tends to be equalised as capitals flow from- the less 
towards the more profitable outlets. Hence profit is related to the size 
of capital and not to the number of labourers employed. 

Ricardo realised that the employment of fixed capital, and the 
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varying turnover times of different capitals, modified his theory of 
value in this way, but it did not trouble him because he was interested Economy 
not in relative prices, but in problems of growth and distribution. 
Thus he sought to develop an 'invariable measure of value' that 
would enable him to consider problems of growth and distribution 
without having to worry about divergences due to differences in the 
proportions of fixed capital employed. However the 'contradiction' 
at the heart of the Ricardian theory of value provided a strong lever 
for those who wished to reject the labour theory of value and the 
associated deduction theory of profit. Even Ricardo's closest followers, 
James Mill and McCulloch, modified Ricardo's theory to incorporate 
the independent contribution to value made by fixed capital, while the 
'vulgar economists' abandoned the labour theory altogether, to return 
to Smith's theory of revenues as the independent component parts 
of price, an approach which was to be rigorously developed by the 
marginalist school of economics which emerged in the last quarter of 
the nineteenth century. 

Marx developed his theory of capitalist society through a critique of 
the theories of classical political economy. However, many features of 
Marx's work that are commonly identified as its central themes were 
already commonplace in political economy. Thus Adam Smith had 
a thoroughgoing 'materialist' conception of history, in which class 
relations emerge out of the mode of subsistence, the development 
of these relations is conditioned by the development of the forces 
of production and the state is introduced to preserve the rights and 
property of the rich. Ricardo provided a more rigorous analytical 
foundation for this model and in so doing produced a theory that 
could easily be interpreted by the Ricardian socialists as a theory not 
of class harmony, but of class conflict, in which profit derives from 
the exploitation of the labourer and the development of the forces 
of production is held back by capital and landed property, just as in 
feudal society it had been restrained by the political power of landed 
and mercantile property. Thus Marx relied heavily on Smith and 
Ricardo in his condemnation of the capitalist system in his Economic 
and Philosophical Manuscripts and The Poverty ofPhilosophy. Clearly 
what sets Marx apart from the political economists is not simply a 
'materialist conception of history' nor a 'class conception of society', 
for versions of these are already to be found in classical political 
economy. 

According to the dominant interpretations, Marx's theories suppos- 
edly integrate the critical historicist perspectives of utopian socialism 
and of Hegelian idealism with the bourgeois materialism of Feuer- 
bach's philosophy, in the early works, and of political economy, in 
the works of his maturity. Marx's critique of political economy is 
then seen as an 'extrinsic' philosophical critique, expressed from the 
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standpoint of 'human nature' in the early theory of alienation, and 
from the standpoint of the economic interests of the working class 
in the mature theory of surplus value, so that the development of 
Marx's critique is seen as a move, for good or ill, from 'philosophy' 
to 'economi~s ' .~ 

These interpretations can certainly find some textual justification, 
for Marx borrowed from a wide range of sources, so that his early 
works, in particular, can easily be dismissed as an eclectic and 
contradictory mixture of borrowings and original insights. It is also 
true that the young Marx used the materialism of political economy 
as a stick with which to beat the idealism of Proudhon and the 
Young Hegelians, at the same time as using the utopian communism 
of the latter as the basis of a critique of the 'cynicism' of political 
economy. However these interpretations isolate Marx's texts from the 
intellectual and political project which underlies them and gives them 
their coherence in relation to his work as a whole, whether to dismiss 
Marx's early work as incoherent and unoriginal, or to appropriate his 
work for quite different projects. My aim in this chapter is to cut 
through this confusion, to locate Marx's early works in relation to his 
overall project. While the e-.position of Marx's early work in this 
chapter is close to that of the few commentators who have stuck to 
Marx's text (see particularly Comu. 1934; Mkszaros, 1970; Arthur, 
1986; and the exposition, although not the interpretation, of McLellan, 
1970), the interpretation is very different from those which dominate 
the literature. 

The assimilation of Marx's works to other projects is not surprising 
when we remember that the founders of 'Marxism' all came to the 
works of Marx from quite different intellectual backgrounds, and 
saw Marx's work a., the means of resolving intellectual and political 
problems which they brought with them. Moreover the publication 
of Marx's texts was in the hands of his 'orthodox' interpreters (first 
Kautsky, and then the Communist Party of the Soviet Union), so 
that those texts which did not endorse the orthodox interpretations 
were only published in the 1930s, as part of the still (unfinished) 
project of publishing Marx's complete works, and even then were not 
widely disseminated. The appearance of these 'subversive' texts did 
not immediately lead to a re-examination of Marx's work as a whole, 

'The interpretation of Marx's work as the synthesis of contending schools of thought derived 
from Plekhanov, and was shared by Lenin (1913) and LukAcs (1971). 
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but rather to the reinforcement of the orthodox opposition of Marx's 
romanticism to his mature ec~nomism.~  

The re-interpretation of Marx's work is perfectly legitimate, and 
indeed is essential if Marx's work is to have a continuing relevance. 
However the dominant interpretations of Marx's work, far from 
revitalising Marxism, lose sight of the originality and critical power of 
Marx's critique of political economy, to reduce Marx to an ideologue 
of one or another brand of 'utopian' or 'scientific' socialism. But 
Marx's critique of political economy cannot be reduced to the simple 
task of reinterpreting the findings of classical political economy from 
a different class viewpoint, or situating them historically, or criticising 
them morally, all of which had been done by previous thinkers, let 
alone to the narrow technical amendment of certain aspects of the 
labour theory of value. Marx's critique is in fact a total critique 
in the sense that it is at one and the same time methodological, 
theoretical and political, attacking the very foundations of classical 
political economy in attacking the conception of society and of history 
on which it rests. Moreover it is not only a critique of political 
economy, it is a critique of liberal social theory in general, and at the 
same time a critique of the capitalist society which that theory serves 
to legitimate. 

It was really only with the re-emergence of an independent socialist 
movement in the advanced capitalist countries in the 1960s that the 
orthodox interpretations of Marx's work began to be questioned. 
Much of this work of re-interpretation again involved absorbing Marx 
into contemporary academic debates within economics and sociology, 
as a means of introducing critical perspectives into a complacent 
conservativism. But Marx's texts also came to be seriously studied 
in their own right, and to be translated and published more widely. 

' ~ n  important selection from Marx's early writings was published by Mehring in 1902, 
but the Contrihittion to rhe Critique of Hexerr Philosophy of Right was first published in 
1927, while the E(.onomic ond Philosopliical Manuscripts were only published in a Russian 
summary in 1929 and in Geman in 1932. The GI-undr-issc was published in a veO1 limiled 
edition between 1939-41. and only became more widely available in 1953. This did not mean 
that the early theory of alienated labour was not known. Although little interest was shown 
in Marx's early works, The Holy Family, published in 1845, included a summary of theory 
of alienated labour as the basis of the critique of private property (See Lenin's Conspectus 
(CW, 38, pp. 19-51) for an orthodox interpretation of this text). The origin of theory of 
commodity fetishism in Feuerbach's critique of religion as human self-alienation was also 
well-established (Hammacher[l909], quoted Rubin, 1972, pp. 53-5), but only to reinforce 
the orthodox identification of commodity fetishism with religious alienation as an ideological 
inversion of a deeper reality. 
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(Selections from the early writings appeared in 1956 (Bottomore and 
Rubel, 1956). The Grundrisse only appeared in French in 1968 
and in English in 1973.) Lost traditions of Marxism (lost because 
annihilated by Hitler and Stalin), embodying alternative political and 
ideological perspectives, began to be recovered (Korsch, 1970; Rubin, 
1972; Hilferding, 1975; Pannekoek, 1975; Grossman, 1977; Mattick, 
1978; Bottomore and Goode, 1978; Smart, 1978; Pashukanis, 1978) 
and Marx's work restored to the context of his own intellectual 
and political project, which had long been submerged beneath the 
polarisation of social democratic reformism and Marxism-Leninism 
(Colletti, 1972, 1975; Draper, 1977-8; Mattick 1983). It is these 
developments which have made it possible to recover the intellectual 
power and revolutionary significance of Marx's critique of political 
economy and, more generally, of liberal social theory, to resolve this 
paradox of a critique which is both total, and yet retains so much 
from what is criticised. 

The critique of Hegel's theory of the state 

The first phase of Marx's critique of political economy was inau- 
gurated by his Economic and Philosophicul Manuscripts. However 
the foundations of this critique were laid in his Critique of Hegel's 
Philosophy of Right.3 

Hegel's theory of the state starts from the observation that civil 
society is marked by egoism, by the particularity of individual interests. 
This raises an immediate problem, for civil society seems to lack any 
principle of cohesion, it is merely a collection of individuals all 
pursuing their own ends and none with any immediate interest in the 
fate of the whole. Within civil society individual existence alone is 
the goal, while social relations are simply a means. Among all the 
contending interests of civil society there is no body that can rise 
above particular interest and represent the general interest of society 
as a whole. Indeed any such body would be a contradiction in terms, 
for as a part of civil society it could express only particular interests. 
The principle of cohesion of society, the expression of the universal 

3 ~ h e  interpretation of Hegel's work. as of that of Marx, is a matter for continuing debate, 
which I do not intend to enter here. In his early critique Marx treated Hegel's philosophy as 
the summation of bourgeois thought. When he returned to Hegel at the end of the 1850s it 
was to recover the critical power of Hegel's dialectic. In this sense the work of the mature 
Marx is much more Hegelian than that of the young Marx. 
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interest of all members of society and of their social character, can, 
therefore, only be something external to the particular interests of civil 
society and that something is the state. The state stands above all 
particular interests as the embodiment of the universal. 

It was this principle which guided Hegel's search for the ideal 
form of the state. The ideal form of the state is the one which most 
perfectly achieves the dissociation of the universal from the particular. 
The state will therefore be the embodiment of universality, detached 
from the particular needs and interests expressed in civil society and 
so able to act as the disinterested regulator of the whole. 

Hegel posed the problem in essentially logical terms, for the ideal 
form of the state is that form which is the most perfect embodiment 
of the logical category of universality. Thus Hegel tried to deduce 
the most perfect form of the state by the application of his dialectical 
logic. The state so discovered is then the rational, and so ideal, form 
of the state. It just so happens that the form of the state that Hegel 
deduced in this way was a modified version of the Prussian state. 
Universality is personalised in the hereditary monarch and formalised 
in the constitution. The universality of the state is then mediated with 
the particularity of civil society through the system of representation. 

The starting point of Marx's critique of Hegel is his rejection of the 
conception of the individual on which Hegel's theory is based. Hegel 
sought to locate the individual socially and historically. However his 
solution merely synthesised theories he sought to transcend, in seeing 
the historical development of the social individual as the outcome of a 
dialectic between an abstract individuality and an abstract sociability. 
For Marx the individual is a social animal in a much more fundamental 
sense than this. For Marx the individual is only a human individual 
within society, so that human individuality is a form of sociability. 
This does not mean that the individual is simply the creature of society, 
for Marx rejects the categorical opposition of individual and society. 
'Above all we must avoid postulating "society" . . .as an abstraction 
vis-a-vis the individual. The individual is the social being' (CW, 3, 
P. 299). Hegel's individual is not a real person, but is a philosophical 
abstraction which destroys that which it seeks to understand by taking 
away from the real person all those social qualities which make that 
Person a human being. 

The other side of the abstraction of the individual from society 
is the abstraction of society from the individual. For Hegel human 
sociability is not a property of real human beings, but is an attribute 
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of reason. For Marx, by contrast, neither individuals nor society 
exist in the abstract. All that exist are concrete human beings, inter- 
acting in historically developed social relations, through which they 
define both their individuality and their sociability. The philosoph- 
ical categories of 'individual' and 'society' are only the reflection 
of concrete historical categories, whose relationship can only be un- 
derstood historically. Thus Marx's critique immediately points away 
from philosophy, towards the study of historically developed social 
relations. 

Hegel's philosophical inversion of the relation between the abstract 
and the concrete means that his theory of the state inverts the true 
relationship between the state and civil society. Universality is 
imposed on civil society by the state instead of being imposed on the 
state by civil society. Thus for Hegel the universality of the sovereign 
and of the constitution derive not from their really expressing the 
universality of human sociability, but from the logical category of 
the universal. Having taken away the social qualities of real human 
beings, Hegel imposed those qualities on them as an attribute of the 
state. Human nature is then a realisation of the state, itself only the 
embodiment of logic, instead of the state being a realisation of human 
nature. 

Hegel not only inverted the true relationship between the human 
individual and her social nature, between civil society and the state, 
between existence and reason, between the particular and the universal. 
In doing so he reduced the particular to the universal, existence to 
reason, and so made the state into a purely formal principle, the 
expression of the logical category of the universal and not of the real 
social needs of individual human beings. Thus the universality of the 
state is purely formal, entirely abstract, and has no relation to the real 
content of society, human social needs. 

Hegel's argument is entirely spurious, for the particular cannot be 
deduced from the universal without specifying its particularity. 'An 
explanation which fails to provide the differentia is no explanation at 
all . . . the real subjects . . . are and remain uncomprehended because 
their specific nature has not been grasped.' For example, it is impos- 
sible logically to deduce hereditary sovereignty from the principle of 
universality: what Hegel really did was to describe a particular state 
of affairs, on the one hand, and then assign logical attributes to this 
state of affairs, on the other. He thus idealised existing reality, in the 
double sense that he made reality the embodiment of the idea, and in 
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so doing made the world as it actually exists into the only world that 
could rationally exist.. 'Thus empirical reality is accepted as it is; it 
is even declared to be rational.' This is a travesty of reason, for 'the 
rational is seen to consist not in the realisation of the reason of the real 
person but in the realisation of the moments of the abstract concept.' 
Thus Hegel's theory of the state is an 'uncritical mysticism' that does 
not understand the state as the expression of the social quality of 
human existence, but simply endorses the state as it exists. 'At every 
point Hegel's political spiritualism can be seen to degenerate into the 
crassest materialism' (Marx, 1975, pp. 67, 63, 84-5, 149, 174). 

Hegel's philosophical inversion, that reduces the state to an empty 
formal abstraction, was not for Marx merely an error of reasoning, for 
the state that Hegel describes really is only formally universal: the 
universality expressed by the constitutional state really is empty and 
abstract, for it does not emerge from the social needs of real human 
individuals. Thus: 

Hegel should not be blamed for describing the essence of the 
modem state as it is, but for identifying what is with the essence of 
the state. That the rational is real is contradicted by the irrational 
real@ which at every point shows itself to be the opposite of what 
it asserts, and to assert the opposite of what it is (Marx, 1975, 
p. 127). 

Hegel's error is to see the constitutional state as rational. The 
contradiction comes to a head, both in Hegel's theory of the state and 
in the constitutional state itself, in the system of representation. The 
system of representation gives the lie to the claim of the constitutional 
state to be the embodiment of universality. 

The system of representation is the focus of the contradiction 
inherent in the constitutional state because it mediates between the 
state and civil society. The representatives can express only particular 
interests: the mere fact of representation cannot transform these 
particular interests into universal interests. Thus, if the state is 
to represent the universal as opposed to the particular interest, the 
representatives cannot appear as representatives of particular interests 
but only in their capacity as abstract individuals. Thus, insofar as the 
state is the expression of the universal interest, it can only be such 
by ignoring all particular interests, all real human needs. 'This point 
of view is . . .abstract' and 'atomistic' because 'the political state is 
an abstraction from civil society'. Thus if the state is to be a true 
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state, that is a true expression of the social quality that defines the 
human essence and not simply an abstraction that is opposed to real 
human beings. the separation of the state from civil society must be 
overcome (Marx, 1975, pp. 145, 78). 

The implication of M m ' s  analysis is that if human social qualities 
can be expressed only in the abstract and alien form of the constitu- 
tional state, this must be because they do not express themselves in 
civil society. It did not take Marx long to draw out this implication. 

From political philosophy to the critique of private 
property 

In looking at Hegel's theory of the state we seem to be a long way 
from political economy. At first sight Hegel's idea of civil society 
might seem to have more in common with Hobbes than with Smith, 
while Smith has a materialist theory of the state, which far from being 
the embodiment of the principle of universality has a mundane origin 
in the desire of the rich to protect their property. However, for Marx 
there was a very close convergence between Smith and Hegel that 
belies the apparent  difference^.^ 

Smith and Hegel were both concerned to discover the foundation 
of society in order to reform their own society so that it would accord 
with the dictates of reason. Both observed that civil society is based 
on egoism, albeit moderated for Smith, so that the coherence and 
unity of society, its inherent harmony, is not immediately apparent. 
Thus for both Smith and Hegel the rationality of society could only 
be imposed on society from outside. While Hegel looked to the idea 
of universality to provide the rational principle of unity, Smith looked 
for the roots of reason in nature. Thus while Hegel wanted to show 
the nation state as the self-realisation of the Idea, classical political 
economy strove to see the capitalist economy as the self-realisation 
of Nature. While Hegel established the rational necessity of the 
constitutional state, classical political economy established the natural 
necessity of the capitalist economy. Both Smith and Hegel thereby was made the touchstone of orthodoxy by Lenin. In the German I d e o l o ~ ,  and elsewhere. Marx 

characterised his starting point as 'materialist', but the term referred not to a philosophical abolished society, Hegel absorbing it into an absolute Reason, Smith materialism, but to the ~remlse  of 'real individuals. their activitv and the material conditions 
into an absolute Nature. Thus in each case society is abstracted from under which they Irve' which can 'be verified in a purely emplr~cal way' (GI, p. 31). a 
humanity and attributed to some external force. Perspective which Marx identified as that of the 'pracrical materialist, i.e., the communist' 

(GI. p. 56). Engels typically characterised Marx's work as 'materialist'. but in the sense of 
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~t might seem that there is a world of difference between nature, 
which is after all something tangible, and Hegel's Idea. But this 
is not really the case, for, as we saw in the last chapter, Smith's 

is not the tangible reality of nature, it is a pure abstraction, an 
abstraction in particular from the social relations within which human 
beings appropriate nature. Thus Smith's 'nature' is as far from the 

world of nature as Hegel's Idea is from the everyday world 
of ideas; his 'materialism' is purely abstract, and is ultimately as 
idealistic as Hegel's philosophy. 

Against the common interpretation of M m  as a 'materialist', it 
is essential to be clear that Marx did not oppose materialism to 
idealism.5 Marx, following Hegel, believed that the opposition was a 
false one, since 'matter' is no less idealist a concept than is the 'idea', 
so that 'abstract materialism is the abstract spiritualism of matter'. 
However, Marx rejected Hegel's attempt to overcome the opposition 
by absorbing nature into reason just as much as he rejected Smith's 
attempt to absorb reason into nature. 

Marx sought to overcome the opposition by focusing on society as 
the mediating term between the 'material' and the 'ideal', but society 
understood not as yet another abstraction, but as the everyday practical 
activity of real human beings. It is the divorce of individual from 
society which underlies the false antitheses of the Enlightenment, in 
eliminating the mediating term between humanity and nature, between 
the ideal and the material, between subject and object. Thus in his 
early works Marx criticised materialism and idealism alike from the 
standpoint of 'human sensuous activity, practice . . . practical-critical 
activity . . .human society or socialised humanity' (First Thesis on 
Feuerbach), characterising his own position not as a materialism 
but variously as a humanistic naturalism, or a naturalistic or real 
humanism: 'Consistent naturalism or humanism is distinct from both 
idealism and materialism, and constitutes at the same time the unifying 
m t h  of both' (CW, 3, p. 336). Similarly Marx rejected the equally 

'The identification of Marxism as a philosophical materialism derives from Plekhanov. and 

- -. . 
assimilating it to the movement of modem science, which 'no longer needs any philosophy 4 0 n  the relationship between Smith and Hegel see particularly LuMcs. 1975; Hyppolite, 

1969: Colletti, 1975; Arthur, 1988. Smding above the other sciences' (Engels, 1962, pp. 3940) .  
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false antithesis between humanity and nature: 'Society is the complete 
unity of man with nature . . .the accomplished naturalism of man and 
the accomplished humanism of nature' (CW, 3, p. 298), a formulation 
which should not be interpreted as proposing 'Society' as the solution 
to a philosophical problem, but as transforming the problem from 
a philosophical to a socio-historical one, and so defining a quite 
different project of investigating the relation between individual and 
society, and between humanity and nature, within the framework of 
the historical development of concrete social relations. 

Marx's critique of both Smith and Hegel is that their theories are 
equally idealist in resting on the categorical oppositions of matter 
and idea, individual and society, humanity and nature, oppositions 
which Marx argued were empty abstractions, empty because they are 
concepts which do not correspond to any determinate existence, and 
so can have no determinate effects. However this is not only a 
critique of Smith and of Hegel, for these conceptual oppositions are 
constitutive of bourgeois thought in general, as that has come down 
from the Enlightenment. 

In Hegel's work bourgeois reason finds its summation and its most 
systematic expression. The great merit of Hegel is that he has pushed 
bourgeois reason to its limits, so that its speculative foundations 
stand out starkly in the contradiction between the universal and 
the particular, which Hegel can only resolve speculatively in the 
dialectical development of Reason. In exactly the same way Smith, 
and later Ricardo, recognised the real contradictions between universal 
human needs and aspirations and the particular social relations of the 
capitalist system of production, but again resolved these contradictions 
speculatively, in the dialectical development of Nature. Whether 
the supra-human force which makes history is called Reason or 
Nature is neither here nor there. Thus Marx's critique of Hegel can be 
translated immediately into a critique of political economy because it is 
a critique of their common ideological foundations. These ideological 
foundations lie in their attempt to present bourgeois social relations 
as the culmination of the history of the synthesis of Reason and 
Nature, and it is precisely this that characterises them as bourgeois. 
This is why Marx regarded Hegel's philosophy as the culmination 
and limit of bourgeois thought, and why his critique of Hegel is a 
critique of the ideological foundations of all forms of bourgeois social 
thought. 

Marx could apply the method developed in the critique of Hegel's 
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abstract spiritualism to the critique of political economy because the 
theories were two sides of the same coin. Like Hegel, political 
economy is content to describe the alienated forms of social existence, 
attributing their social character not to their human origins but to an 
alien power: on the one hand, the Idea, on the other, Nature. 

The origin of this alienation is in both cases the same. Smith 
and Hegel looked for the key to society outside the individuals who 

it because the immediate relations between those individuals 
appear as the antithesis of society. These relations are not truly 
human social relations because they are based on the opposition of 
private interests. The focus of Marx's critique is this conception of 
private interests, which underlies the categorical opposition between 
individual and society which, for Marx, is the hallmark of bourgeois 
social thought and the underpinning of bourgeois philosophy. 

For Marx the opposition of private interests is not an expression of 
an atomistic individualism inherent in human nature. Human existence 
is only possible on the basis of co-operation, so that human interests are 
necessarily social interests, and human individuals necessarily social 
individuals. 'Private' interests can therefore only be an expression of 
the 'privatisation' of socially defined interests. 

The opposition of privatised interests is constructed socially, as 
the individual expression of a social institution, the institution of 
private property. It is the private appropriation of the means and 
products of social production which constitutes interests as private, 
exclusive, and opposed. Smith and Hegel, developing Locke's theory 
of private property, conceal the social foundations of private prop- 
erty in conceiving of private property as ultimately deriving from 
a primitive proprietorial relation of the individual to her own body 
and, by immediate extension, to the things produced by the exercise 
of her physical and mental powers. It is only by uncovering the 
origins of private property in human social activity that the alienation 
expressed by Hegel's idealism and by Smith's materialism can be 
traced back to its source. The critique of private property provides 

I the key to the critique both of political economy and of Hegelian 

l philo~ophy.~ 

' B U ~  what would old Hegel say if he learned, on the one hand that the word "Allgemeine" 
[the General] in German and Nordic means only "common land .  and that the word "Sundre, 
Besondre" [the Particular] only meant the particular owner who had split away from the 
common land? Then, dammit, all the logical categories would proceed from "our intercourse" 
f ine r  to Engels, 25th March, 1868). 
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Proudhon, Engels and the critique of political economy 

In turning to political economy Marx was not simply trying to solve a 
philosophical riddle. His critique of political economy flowed from the 
same political inspiration that led him to the critique of Hegel's theory 
of the state. However this political inspiration had acquired a new 
dimension. In the Introduction to the Critique of Hegel's Philosophy 
of Right, written after the Critique itself, Marx concluded that human 
liberation was not a philosophical task, but could only be achieved 
when philosophy became a 'material force', when 'theoretical needs' 
correspond to 'practical needs'. The theoretical need identified in the 
critique of Hegel was for the universal interest to conquer all particular 
interests in civil society. The 'practical need' that corresponds to this 
is the need of a 'universal class', a class whose interest is opposed to 
all particular class interests, 'a class of civil society that is not a class 
of civil society, an estate which is the dissolution of all estates', and 
this class is the proletariat. Thus the proletariat, in liberating itself, 
liberates all humanity (CW, 3, pp. 155, 182-3, 186). 

This philosophical conclusion coincided with Marx's discovery of, 
and involvement in, the real movement of the working class and it 
was through this involvement that Marx came upon political economy. 
Within the working-class movement a critique of political economy 
was already emerging that showed some similarity to the form of 
critique that Marx had applied to Hegel. In France Proudhon, in 
What is Property? (1840), had identified private property as the 
contradictory foundation of political economy. For Proudhon, political 
economy took private property for granted and tried to establish the 
rationality of a society based on private property. However at every 
stage political economy itself shows that private property undermines 
economic rationality by introducing inequality and monopoly. Thus 
private property undermines the equality of the wage bargain and, 
indeed, of all exchange relations. Proudhon argued that there is no 
moral or practical justification for this inequality and concluded that a 
rational and just society could only be based on the establishment of 
equality by the equalisation of property. 

The limitations of Proudhon's approach for Marx were that he 
isolated only one element of political economy for criticism, failing to 
recognise the connection between private property and the categories of 
wage-labour, exchange, value, price, money, etc. Therefore Proudhon 
wanted to abolish private property without abolishing the society 

which was based on it. The equalisation of property remains a 
form of property, a form, moreover, which is inconsistent with the 
continued existence of such phenomena as wage-labour and exchange. 
T ~ U S ,  as Marx wrote in The Holy Family (1844), 'Proudhon makes 
a critical investigation - the first resolute, pitiless, and at the same 
time scientific investigation - of the foundation of political economy, 
private property', but it is still 'under the influence of the premises 
of the science it is fighting against'. Thus 'Proudhon's treatise . . . is 
the criticism of political economy from the standpoint of political 
economy' (Marx, 1956, pp. 46, 45). 

The work that first went beyond Proudhon in attempting to develop 
the critique of private property into a critique of political economy, 
and which had a dramatic impact on Marx's own thought, was 
Engels's Outlines of a Critique of Political Economy (18434). Engels, 
following Proudhon, identified private property as the uncriticised 
premise of political economy. The development of political economy 
has revealed ever more clearly the consequences of private property, 
but 'it did not occur to economics to question the validity of private 
property'. Engels therefore sought to criticise this premise 'from a 
purely human, universal basis'. 

Although Engels took up Proudhon's starting point, he developed 
a much more radical analysis than that of Proudhon, in trying to 
show not simply the evils to which private property gives rise within 
an economy based on exchange, but in trying to show how private 
property underlies the entire economic system. Engels argued that 
'the immediate consequence of private property is trade', which 
is immediately and necessarily antagonistic, based on 'diametrically 
opposed interests' and giving rise to 'mutual mistrust'. Thus although 
Smith preached the humanity of trade in the mutual benefits arising 
Out of peaceful trade, the bases of trade remain egoism and distrust, 
and morality is subordinated to self-interest. 

From trade emerges the category of value, which is determined 
under the rule of private property by the conflict between producers and 
consumers, competition being the only way of relating utility to costs. 
The economists' concept of value tries to conceal the dependence of 
the category on private property by isolating value from exchange, 
reducing it either to production costs or to subjective utility, whereas 
the concept has no meaning in abstraction from the relation between 
the two in exchange. In the same way the Ricardian theory of rent 
claims that rent derives from differences in the productivity of the 
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soil, whereas it is in fact determined by 'the relation between the 
productivity of the land, the natural side . . .and the human side, 
competition'. 

The division between capital and labour likewise derives from 
private property, for capital is merely stored up labour, the two being 
reunited within production only to be divided with the appropriation 
of the product. Capital is further divided, again on the basis of private 
property, into capital and profit, and profit splits into interest and 
profit proper. Moreover the distribution of the product among these 
categories is not carried out according to some 'inherent standard; it 
is an entirely alien, and, with regard to them, fortuitous standard, that 
decides - competition, the cunning right of the stronger'. 

Engels's conclusion was that all the categories of political economy 
presuppose competition and therefore exchange and private property. 
Private property splits 'production into two opposing sides - the nat- 
ural and the human sides' as the land is appropriated by landowners. 
Human activity itself is divided between capital and labour, which con- 
front one another antagonistically. Within these categories too, private 
property introduces fragmentation, setting capitalist against capitalist 
and worker against worker. 'In this discord . . . is consummated the 
immorality of mankind's condition hitherto; and this consummation is 
competition' (CW, 3, pp. 419, 421, 422, 429, 431, 432). 

Engels finally returned to the standpoint of political economy, 
showing that the 'contradictions' of the competitive society arose out 
of competition, and so private property: the growth of monopoly, 
the disproportions between supply and demand, the coexistence of 
overwork and unemployment, the centralisation of property and the 
impoverishment of the worker are all the results of the system of 
competition based on private property. In abstracting from competition 
the different schools of political economy abstract from the private 
property on which the system is based, and conceal the roots of the 
contradictions inherent in the system. These contradictions are then 
either denied, or attributed to external natural forces, as in the 'law of 
population'. 

Alienated labour and the critique of capitalism 

Marx's Economic and Philosophical Manuscripts (1 844) transformed 
Engels's critique from the perspective opened up by Marx in his 
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critique of Hegel. Engels had shown how the categories of politi- 
cal economy and the realities to which they correspond presuppose 

and so private property, but he had not established the 
foundations of private property by showing how private property 
emerges out of human social existence. It is this critical task that 
Marx undertook. The key to this undertaking was the relationship 
between private property and exchange. For Proudhon private prop- 

zy subverted the essential equality of exchange. For Engels private 
mperty and exchange were inseparable, but property remained the 
~undation of exchange. Marx inverted the relationship between the 

two, arguing that social relations qf exchange are the basis of modern 
private property. This is the significance of Marx's famous theory of 
alienated labour. 

The interpretation of Marx's theory of alienation is not made 
easy by the fact that the Manuscripts do not represent a completed 
work, but a series of notebooks in which Marx developed his own 
ideas alongside his earliest readings in political economy? Moreover 
only the last four pages of the 43-page second manuscript, which 
immediately follows the first sketches of the theory of alienated labour 
at the end of the first manuscript, survive. There is therefore ample 
scope for creative interpretation of the theory of alienated labour. 
Nevertheless, when this theory is set firmly in the context of Marx's 
developing critique of political economy, its fundamental significance 
becomes clear. 

The bulk of the first Manuscript is confused, unoriginal, and based 
on a very limited acquaintance with political economy. In this part 
of the work Marx adopts 'the standpoint of the political economist' 
and does not advance significantly beyond Proudhon in pointing 
out, through extensive quotation from the political economists, the 
negative implications of the market society for the worker, whom 
political economy treats only as a 'commodity', 'it does not consider 
him when he is not working, as a human being' (CW, 3, pp. 239, 
241). Marx also noted the power of capital over labour; the fact 
that it is only competition that defends society against the capitalists 
while competition necessarily gives way to monopoly through the 
concentration of capital; and Marx took great pleasure in attacking 
Smith's (and Hegel's) defence of landed property. 

7 ~ n  Marx's reading see Evans, 1984, Hennings, 1985. On the influences on Engels see 
Claes, 1984. 
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It was in the last section of the first manuscript that Marx turned 
from political economy to its critique, and the basis of the critique is 
the alienation of labour. Within a system of commodity production 
'the worker becomes all the poorer the more wealth he produces 
. . .Labour produces not only commodities: it produces itself and the 
worker as a commodity'. The reason for this is that the product of 
labour has become 'something alien . . . a power independent of the 
producer'. The more the worker produces, the greater the power 
that confronts her. This alienation of the product of labour is the 
expression of the alienated form of the activity of labour, something 
which political economy conceals because it does not look at 'the 
direct relationship between the worker (labour) and production' (CW, 
3, pp. 271-3). 

The activity of labour is alienated in the sense that 'it is . . .not the 
satisfaction of a need; it is merely a means to satisfy needs external 
to it'. It is, therefore, 'forced labour . . .not his own, but someone 
else's'. This is labour as 'self-estrangement From this follows the 
'estrangement of the thing', that is, from nature as the product and as 
the object of production (CW, 3, pp. 274-5). Since labour does not 
flow from the needs of the individual it seems to be imposed by nature, 
in the form both of the object on which the labourer works, and of the 
means of subsistence that impose the need to labour. Moreover labour 
as naturally imposed individual labour is estranged from the species, 
from participation in the conscious human transformation of the world 
of nature and from conscious collaboration with other human beings. 

This first attempt to apply theory of alienation, which Marx derived 
from Feuerbach and Moses Hess, to the critique of political economy 
is familiar, and has been the focus of almost all the commentaries 
on Marx's Manuscripts. Marx condemns alienated labour from the 
perspective of the needs of the labourer as an individual and as a 
member of the human species. It is therefore very easy to interpret 
the theory of alienated labour as a direct development of the ideas 
of Feuerbach and Hess, proposing an 'anthropology of labour' which 
criticises capitalism from the perspective of a particular conception of 
human nature, expressed in human needs. 

The modem versions of this interpretation derive from Lubcs's 
theory of reification, written before the publication of the Manuscripts, 
according to which the dehumanisation of 'rationalised' labour is con- 
fronted by the human aspirations deriving from the manual worker's 
'humanity and his soul' (HCC, p. 172) (an argument which Lubcs 
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later rejected as a 'purely metaphysical construct' (HCC, p. xxiii)). 
This idea was developed by Marcuse in his early review of the 
Economic and Philosophical Manuscripts (Marcuse, 1932, see also 
Macuse, 1973), which Marcuse assimilated to Heidegger's existential 

Marcuse's interpretation of Marx was rapidly taken up 
by existentialist writers as the basis of a 'humanistic' interpretation 
of Marx, which became very popular in the 1950s and 1960s, al- 
though since Marcuse such an interpretation has become increasingly 
detached from Marx's text, turning more to Nietzsche and Kierkegaard 
as sources of inspiration. For Heideggerians, from Marcuse to Sartre, 
the soul is found in the remaining traces of authenticity, whether 
rooted in the unconscious, in the human will, in marginalised strata, 
or in the remoter realms of culture, which have thus far evaded the 
embrace of reification.' More mundane developments of theory in- 
sisted that the evaluation of the subjective experience of the labourer 
is not a metaphysical but an empirical question, an observation which 
leads directly into social psychological interpretations of the theory of 
alienation (Blauner, 1964; Naville, 1957). 

Marcuse's anthropological interpretation of Marx's early works 
was extremely influential not only amongst those who shared his 
existentialist perspective, but also amongst many of the critics of 
humanistic Marxism, who were led to reject Marx's early works as the 
products of an adolescent 'romantic individualism', or, even worse, of 
an Hegelian 'essentialism', to be replaced by the 'materialism' which 
underpinned the work of the mature Marx (Feuer, 1962; Althusser, 
1969). Horkheimer, Adorno and Haberrnas shared this interpretation, 
rejecting both the supposed anthropological perspective of the early 
Marx and the supposed 'positivism' of his mature works. 

cril 
ess 
del 
unc 
the 

The main problem which this interpretation faces is that Marx's 
tique of Feuerbach lay precisely in his rejection of any such 
,entialist anthropology, on the grounds that the human 'essence' is 
,eloped historically and is not to be found in the individual psyche, 
ierpinning a romantic yearning for a 'truer' form of society, but in 
: form of historically developed social relations, however alienated 

'An alternative interpretation of alienation combines Weber not with Nietzsche or Heidegger 
but with Husserl, seeing the recovery of intentionality as the means to overcome alienation. 
Thus John O'Neill argues that 'social institutions become instruments of estrangement only 
when they fail to achieve purposes which the participants intended. Estrangement is primarily 
a phenomenon of the ideological superstructure' (O'Neill, 1982, p. 74). which he goes on to 
attribute to a conflict between the 'economic means-value system' and the 'end-value system'. 
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may be the form in which they appear. As Marx noted in the sixth 
of his Theses on Feuerbach, 'the human essence is no abstraction 
inherent in each single individual. In its reality it is the ensemble of 
the social relations'. Marcuse attempted to overcome this objection by 
locating the human essence historically. However this attempt could 
not but fail, for Marcuse's human 'nature' is only a critical force to 
the extent that it is not subsumed in the historical process. Thus 
Marcuse's anthropology rests on the transformative power of human 
potentialities and human needs which are unfulfilled by capitalism, 
and which stand outside history. In sharp contrast to Marcuse's 
anthropological interpretation, Marx saw the unfulfilled human needs 
and aspirations which lead to the overthrow of capitalism not as 
qualities hidden in the human soul, but as the creation of capitalism. 
For Marx capitalism creates the means and possibility of liberating 
humanity from the rule of natural necessity, while making humanity the 
slave to a social necessity imposed through the alienated form of the 
rule of the commodity. There were certainly elements of romanticism 
in the young Marx's critique of alienated labour, but even in his early 
works Marx focussed as much on the evils of overwork, of poverty 
and of exploitation as on the spiritual degradation of the labourer. 

Marx's first Manuscript offers a powerful description of the de- 
humanisation of labour under capitalism, but his brief discussion of 
alienation at the end of the manuscript is a slender basis for an inter- 
pretation of Marx which contradicts almost everything else he wrote! 
Marx's description of alienation still begged the fundamental question, 
which was to get behind this alienation, to understand its foundations. 

Alienated labour and the critique of private property 

The power of alienated labour cannot be a power inherent in the thing 
that is alienated. Ultimately 'only man himself can be this alien power 
over man' (CIY, 3, p. 278). Thus the power of alienated labour, its 
alien as opposed to its purely objective character, derives from the 
fact that it expresses a particular form of social relationship. 

It is at this point in his analysis, at the very end of the first 
manuscript, that Marx takes the decisive step, one which has be- 
wildered most of those commentators who have not s i m ~ l v  ~ a s s e d  

1 2  L 

it by. Thus far Marx has described the forms of alienated labour 
characteristic of the capitalist mode of production. He now seems 
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to be moving smoothly to an explanation of alienated labour as the 
consequence of private property. In alienated labour a social relation 
between people appears in the form of the subordination of a person 
to a thing. This social relation is the relation of private property, 
in which the capitalist appropriates the means of production as his 
private property, so permitting him to subordinate the labourer to his 
own will (Bell, 1959, pp. 933-952; Schacht, 1971, p. 107; Oakley, 
1984, pp. 63, 66). Thus we find again the 'hidden premise' of political 
economy, already identified by Proudhon and by Engels. 

This explanation would be entirely in accord with the orthodox 
interpretation of Marx's 'historical materialism', for which capitalist 
social relations are defined by the private ownership of the means of 
production, which implies that property relations are prior to produc- 
tion relations (and which also has the very embarrassing implication 
that 'juridical relations' are prior to 'economic relations' (Plamenatz, 
1954, Chap. 2; Cohen, 1970)) However this is not the step that Marx 
takes. He is quite clear that alienated labour is the cause and not the 
consequence of private property. Before labour can be appropriated 
in the form of property it must first take the form of alienated labour. 
Thus the proprietorial relation between a person and a thing expresses 
a more fundamental social relation between people. The legal form of 
private property presupposes the social relation of alienated labour: 

Thus through estranged labour man . . .creates the domination 
of the person who does not produce over production and over 
the product . . .The relationship of the worker to labour creates 
the relation to it of the capitalist . . .Private property is thus the 
product, the result, the necessary consequence, of alienated labour 
(CW, 3, p. 279). 

Marx recognised that this argument may seem paradoxical, but he 
was unequivocal: 

True, it is as a result of the movement of private property that 
we have obtained the concept of alienuted labour (of alienated 
life) in political economy. But analysis of this concept shows 
that though private property appears to be the reason, the cause 
of alienated labour, it is rather its consequence . . .Later this 
relationship becomes reciprocal (CW, 3, pp. 279-80). 

Marx's argument has certainly seemed paradoxical to his orthodox 
readers. Feuerlicht notes that 'one of the most conspicuous contra- 
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dictions lies in the fact that young Marx considers private property 
sometimes as the cause and sometimes as the effect or symptom of 
alienation' (1971, p. 130). Dick Howard tells us that in the pas- 
sage quoted above Marx recognises that the argument 'seems to be 
circular' (1972, p. 155). John Elliott follows David McLellan (1970, 
p. 174) in telling us that Marx's argument is 'generally recognised as 
a petitio principii', insisting that alienated labour and private property 
enjoy a mutual and indissoluble relationship, Marx here proposing a 
'reciprocal influence, demonstrating, as in so many other instances, his 
commitment to mutual inner-penetration (sic) rather than linear cau- 
sation as his basic methodological perspective' (Elliott, 1979, p. 332). 
If this were the case 'alienated labour' and 'private property' would 
be the same thing, and Marx's theory would be vacuous, as many of 
his critics have claimed. However Marx was quite clear what kind 
of relationship he was proposing, concatenating the terms 'reason', 
'cause', 'consequence', 'product', 'result', 'necessary consequence' to 
drum into the heads of his readers that he is talking about causal 
relationships, not the mish-mash of 'mutual inner-penetration'. 

Many commentators rely on Marx's supposed postulation of 'di- 
alectical' relations of mutual interdependence to explain away what 
Marx actually says, and suggest that Marx later reversed the position 
he took in the Manuscripts. Ernest Mandel relates alienation in Marx's 
early works to the 'constant interaction between commodity produc- 
tion, division of labour, and private property' (1971, p. 33) and to the 
division of society into classes (1971, pp. 160, 181), arguing that the 
mature Marx finally settled on private property as the foundation of 
alienation. Mandel follows Jahn (1957) in explaining away the quoted 
passage by arguing that 'Marx is not dealing here with the problem of 
the historical origins of private property. but rather with the problem 
of its nature, and of how it reappears daily in a mode of production 
based on alienated labour' (Mandel, 1971, p. 161n), ignoring the fact 
that it is precisely the 'nature' of private property that is in question. 
Maurice Dobb similarly argues that 'the treatment of alienation is 
double-sided, and it is a mere question of emphasis as to whether 
commodity production per se or appropriation of the product by the 
capitalist is regarded as the crux of the matter. Later the emphasis is 
undoubtedly shifted to the latter' (Introduction to Marx, 1971, p. 8). 
The emphasis is undoubtedly not shifted to the latter. In Capital, Vol. 
I, which begins with the analysis of the commodity, Marx is quite 
clear that private property is only the expression of the alienated form 
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of exchange of the products of labour as commodities. The property 
relation 'whose form is the contract . . . i s  a relation between two 
wills which mirrors the economic relation . . .Here the two persons 
exist for one another merely as representatives, and hence owners, of 
commodities' (Capital, Vol. 1, pp. 178-9). 

MCszaros tries to resolve the paradox by distinguishing the his- 
torical origins of alienation from its subsequent reproduction. He 
explains the alienation of labour in terms of a primitive division 
between 'private property and its owner' and 'wage labour and the 
worker', arguing that such 'institutionalised second order mediations' 
as 'exchange, money, etc.' are 'already implied' in this primi- 
tive division (MkszBros, 1970, pp. 108-9). This leads him into an 
historical account of the development of alienation on the basis of 
the historical development of private property. Thus he refers to a 
'three-way interaction' between the division of labour, exchange and 
private property (MCszBros, 1970, p. 143), although he goes on to 
recognise that 'private property is considered only as the product, 
the necessary consequence of alienated labour' because it presupposes 
that the worker is 'alienating himself from himself in the very act 
of production' (MCszkos, 1970, p. 147). However, such an act pre- 
supposes the social relations of alienated labour, which brings us full 
circle. Mtszkos fails to resolve the problem because he interprets 
Marx within an Hegelian perspective which views society as a self- 
reproducing totality, driven forward by the dialectical development of 
the contradiction between wage labour and private property, i.e. within 
the alienated forms of labour, which makes it impossible for him to 
see anything but mutual dependence between alienated labour and 
private property. 

Chris Arthur, in his rigorous commentary on the Manuscripts, 
follows Mtszfiros in seeing private property as historically prior to 
alienated labour, while arguing that 'study of the movement of private 
Property itself leads Marx to conclude that in its reciprocal relationship 
with labour it is ultimately best understood as the consequence rather 
than the cause of alienated labour. The state of estrangement between 
labour and private property is developed, historically and conceptu- 
ally, to a process of active alienation of labour fr-om itself (Arthur, 
1986, p. 25). Like MCszaros, Arthur does not explain why the rela- 
tlonship between alienated labour and private property 'is ultimately 
best understood as the consequence of alienated labour'. Certainly 

results from the 'active alienation of labour from itself', 
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but for Arthur it seems that this active alienation in turn results from 
private property. MCsziros and Arthur do not penetrate beneath the 
alienated form of labour to see the fundamental contradiction between 
labour, as the active agent of production, and its alienated (commod- 
ity) form which explains both its foundation and the possibility of its 
overcoming. 

Although Marx's theory of alienated labour has been wilfully or 
unwilfully misinterpreted by almost all the commentators, it is the 
very foundation not only of his critique of political economy and of 
Hegel's philosophy, but also of his critique of the presuppositions of 
liberal social thought in general. It was this insight which, Marx later 
acknowledged, 'served as a guiding thread for my studies' (Marx, 
1968, p. 181). Private property is the hidden presupposition of 
liberal social thought because it is private property that constitutes the 
abstract individuality of the bourgeois subject, the individual having 
been isolated from society through her private appropriation of the 
conditions and products of her social existence. 

If Marx's critique had remained a critique on the basis of private 
property, as the orthodox interpretations would have it, it would have 
remained, like that of Proudhon, a critique on the basis of political 
economy and, more generally, within the limits of bourgeois social 
thought. But if the relation of private property between a person and 
a thing is only the juridical expression of a social relation between 
people, the abstract individual subject of bourgeois social theory is 
found to be only a philosophical abstraction, expressing particular 
social relations of production. The starting point of philosophy 
and of social theory has to be not the abstract individual, whose 
social qualities are concealed behind a property relation between the 
individual and a thing, but the historically developed social relations 
which characterise a particular form of society. Marx's apparently 
innocent argument that private property is the result of alienated labour 
has devastating implications, for it undermines the apparently a priori 
character of the fundamental categories of bourgeois thought. 

Alienated labour and the critique of money 

The conclusion that Marx immediately drew from his critique of 
private property is fundamental, and it moves a long way from 
Proudhon. If alienated labour is the basis of property, the abolition of 
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can only take the form of the abolition of alienated labour. 
Thus 

the emancipation of society from private property, etc., from 
servitude, is expressed in the political form of the emancipation 
of the workers; not that their emancipation alone is at stake, but 
because the emancipation of the workers contains universal human 
emancipation (CW, 3, p. 280). 

~ h u s  the problem that arose out of the critique of Hegel's theory of 
the state finds its practical solution. 

Having discovered the essence of private property in the alienation 
of labour Marx argued that every category of political economy is 
'only a particular and developed expression of these first elements' 
(CW, 3, p. 281). However Marx did not follow up this suggestion 
immediately, not least because at this stage he had a very limited 
knowledge of political economy. (The evidence suggests that it was 
at precisely this moment that Marx turned to the serious study of 
political economy for the first time.) Instead Marx turned to the most 
fundamental question of all. If private property is the consequence 
of alienated labour, we have to look elsewhere for the cause of the 
latter. 'How, we now ask, does man come to alienate, to estrange, 
his labour?' (CW, 3,  p. 281). However it is at just this point 
that forty pages of Marx's manuscript are missing, freeing creative 
commentators from the inconvenience of pinning their interpretations 
to Marx's text, 

Almost all those who accept Marx's argument that alienated labour 
is the basis of private property go on to argue that the foundation of 
alienated labour is to be found in the division of labour, which would 
imply that alienation is a universal phenomenon. Bert Ollman tells 
us that 'the division of labour occurs and . . .it brings alienation in its 
wake. The further it develops . . . the more alienation approximates 
the full blown form it assumes in capitalism . . .For Marx alienation 
exists in all societies where the division of labour is the operative 
principle of economic organisation' (Ollman, 197 1, p. 16 1). Walter 
Weisskopf (1971) offers the same interpretation, as does John Maguire 
(1972, p. 69). It is picked up in almost identical terms in a recent 
textbook: 'the root of all forms of alienation he considered to be 
alienated labour caused by the specialisation of activity' which is 
'most intense in systems based upon commodity production, and 
especially in capitalism' (Howard and King. 1985, p. 18). Others 
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include the division of labour among a number of different causes of 
alienation (e.g. Emest Mandel, 1971). John Elliott adds the division 
of labour, 'mutually interwoven' with private property, to the 'inner- 
penetrating' causes, while characteristically quoting a passage which 
says the opposite: 'the division of labour is the economic expression 
of the social character of labour within alienation' (CW, 3, p. 317, 
quoted Elliott, 1979, p. 345). 

This last quotation makes it clear that Marx saw the division of 
labour as an expression of alienation, not as its cause. The confusion 
arises from a misreading of Marx's use of the term 'labour' in his 
early works. In the early works Marx consistently used the term 
'labour' as synonymous with alienated labour (Arthur, 1986, pp. 12- 
19), and 'division of labour' as synonymous with the fragmentation of 
alienated labour, so that the identification of alienated labour with the 
division of labour is a tautology, not the expression of an explanatory 
link. More generally, far from contradicting essential human needs, 
the division of labour is for Marx the manifestation of the human 
sociability which Marx regarded as humanity's defining feature, even 
when the division of labour appears only in an alienated form. Thus 
it is quite clear in Marx's account that it is not the division of labour 
that is the source of alienation, but the social form of the division 
of labour in which the social character of labour is only realised 
through the form of the exchange of labour-power and its products as 
commodities. It is the analysis of the commodity that is the key to the 
explanation of alienation. 

Despite the gap in the Manuscripts, we do have another text 
which, the evidence strongly suggests, was written after completion 
of the first of the Manuscripts, and before Marx got to work on the 
second. This text is made up of Marx's excerpts and Comments on 
James Mill. Although the Comments were first published alongside 
the Manuscripts in 1932, they did not appear in English until 1967, 
and have received little critical attention. 

Marx's earliest references to alienation had focused on money as 
'the estranged essence of man's work and man's existence', arguing 
that 'this alien essence dominates him and he worships it' ('On the 
Jewish Question', CW, 3, p. 172), an idea which derived from Moses 
Hess's conception of money as 'the alienated power of man, the 
product of the mutually alienated men, the alienated man', through 
which 'the human potential is alienated and degraded to a mere means 
of making a living' (quoted Feuerlicht, 1978, p. 137). 
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The Comments retum to the crucial category of money, and start by 
taking up Mill's account of money as a means of exchange, which for 
~ a n r  'very well expresses the essence of the matter' in emphasising 
that the essence of money is not that it is a form of private property, 
but that it is a medium of exchange which embodies, in an alienated 
form, the mutual complementarity of the division of labour: 

The essence of money is not, in the first place, that property is 
alienated in it, but that the mediating activity or movement, the 
human social act by which man's products mutually complement 
one another is estranged from man and becomes the attribute of 
money, a material thing outside man (CW, 3, p. 212). 

It is only on the basis of this role of money as means of exchange 
that money acquires its 'real power over what it mediates to me' so 
that 'objects only have value insofar as they represent the mediator, 
whereas originally it seemed that the mediator had value only insofar 
as it represented them. This reversal of the original relationship is 
inevitable. This mediator is therefore the lost, estranged essence 
of private property' (CW, 3, p. 212). It is only because money is 
constituted as the abstract form of alienated labour in its role as means 
of exchange that alienated labour can take on the independent form 
of private property as money. Private property is therefore no more 
than the juridical expression of the mutual recognition of commodity 
producers in the exchange relation. 

The significance of this apparently simple observation can be best 
brought out by contrasting it with Engels's analysis of exchange. 
Engels saw the exchange relation as a conflict between two wills, 
and so a transparent relation that political economy had distorted by 
concealing its presupposition in private property. Moving the focus 
from money as a form of private property to money as a means of 
exchange, which was achieved within political economy by Hume's 
critique of mercantilism, leads to a quite different view of exchange as 
a mediated relationship in which the exchange is effected not directly, 
but through the medium of money. Seen in this light private property 
is no longer the presupposition of exchange, but is rather its result. It 
is only when the activity of social labour is expressed in the alienated 
form of money that the product of that labour is detached from the 
human activity that produced it and assumes the form of a thing 
which can be appropriated as private property. Thus the problem of 

private property becomes the problem of explaining the 
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alienation of labour in the form of money. 
In the rest of the Comments Marx develops the implications of 

this fundamental insight, deriving the categories of political economy 
not from private property, as Engels had done, but from capitalism as 
a form of social production whose social character is only expressed 
in the alienated form of the exchange of commodities under the rule 
of money. In the society based on exchange the 'human community 
. . . appears in the form of estrangement . . .To say that man is estranged 
from himself, therefore, is the same thing as saying that the society 
of this estranged man is a caricature of his real community' (CW, 3,  
p. 217). 

On the basis of commodity exchange an individual comes to assess 
all her capacities not in their own terms but in terms of money. In 
the same way the significance of others for the individual is assessed 
in money terms. Thus all human qualities are reduced to qualities 
of the thing, money, which detaches them from the individual and 
makes them into an objective power. As human qualities are reduced 
to things, so human relations are reduced to relations between things 
(CW, 3, pp. 212, 213, 217-8). 

In the system of exchange human needs are not related to one 
another directly, but the relation is mediated through the alienation 
of human activity in the form of money, which thereby acquires an 
independent existence as private property. I do not orient my activity 
to the needs of another, thereby directly expressing my awareness of 
my social nature; instead my need is related to a thing that is the 
private property of the other, and the need of the other is related to 
my private property. Thus my social need for the other is expressed 
in the form of my need for the thing that the other possesses. In this 
way the essential social relationship between people, their mutual need 
for one another, appears in the alienated form of a relation between 
things, and my social dependence on the other person appears in the 
alienated form of my dependence on things. 

With the extension of exchange and the division of labour the 
activity of labour becomes an alienated activity, for the thing that the 
labourer produces has no inherent connection with the needs of the 
labourer: the labourer does not produce the particular object because it 
responds either to her need to engage in a particular form of activity, 
or to a need for that particular product, or to a recognition of the need 
of another for that product. The labourer produces simply in order to 
exchange the product for another product, in order to earn a living. 
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T ~ U S  the product as an indifferent thing comes to dominate labour. 
~ l l  the misunderstandings of Marx's theory of alienated labour 

lerive from the failure to grasp the insight first achieved in Marx's 
;omments on James Mill. The orthodox commentaries identify alien- 
ted labour as the expression of an unmediated relation of labour 
lnder the domination of another, whether in capitalist production or 
hrough the division of labour, instead of locating alienated labour as 
specifically capitalist form of labour, which is marked precisely by 

he fact that the worker has been freed from immediate relations of 
lamination. Thus capitalist private property is distinguished from feu- 
lal landed property by the fact that capitalist exploitation is not direct, 
,ut is mediated by the commodity-form of labour and its products. 
t is only this mediation of social relations by things that defines the 
lienation of labour and constitutes the product of labour as private 
broperty. Consequently the worker does not 'alienate himself from 
limself in the very act of production', but in selling her labour-power 
s a commodity. 

Alienation is not simply an ideological or psychological phe- 
lomenon, through which the power of private property is concealed 
behind the things which are the substance of that property, to be 
bvercome by the acquisition of a true consciousness of class exploita- 
ion. In a capitalist society things really do have the power attributed 
o them by the alienated consciousness. What has to be understood 

is not who is hidden behind the mask of the commodity, but how 
commodities acquire social powers as the alienated power of social 
labour. This is why it is only on the basis of the analysis of the 
ommodity-form that it is possible to understand the more developed 
orms of private property, in particular money and capital. 

The Comments on James Mill provide only an indication of the 
lirection in which Marx's thought was moving. In particular, the 
nalysis remains at the level of commodity, and does not have any 
ccount of the social relations of capitalist production. Thus, although 

indicates that the 'relationship of alienated labour reaches its 
W e s t  point only when . . . he who buys the product is not himself a 
broducer' (CW, 3, p. 219), he still seems to follow Smith in seeing 
his relationship as a linear development of the division of labour, 
0 that the domination of capital over labour is not a qualitatively 
lifferent social relation from that of commodity exchange, but only the 
ulmination of the domination of money: 'The complete domination 
'f the estranged thing over man has become evident in money' (CW, 
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3, p. 221 ). Nevertheless in the Comments we can see Marx taking the 
decisive step which enabled him to get beyond Proudhon's 'critique of 
political economy on the basis of political economy' by discovering, 
in his analysis of the form of commodity exchange as the act of , 
alienation, the secret of private property. From this point onwards 
the emphasis of Marx's account of alienated labour shifts, from the 
subjective experience of alienation in the relationship between the 
individual and private property, to its historical foundation in the 
relationship between the 'real community' and its 'estranged form', 
from a philosophical critique of capitalism to an historical critique? 

This perspective informs the bulk of the third Manuscript, which 
is made up of a critique of those forms of communism that have not 
been able to go beyond private property because they have not grasped 
its essence, and of a polemical discussion of the dehumanisation of 
alienated labour, the division of labour and money. This discussion 
brings out the powerful moral dimension of Marx's critique of political 
economy. Political economy offers a theory of capitalist society that 
rests on a resolutely naturalistic materialism for which the human 
being is reduced to an animal stripped of all human qualities, whose 
needs are reduced to the biological need for subsistence. It does not 
concern itself with human moral qualities, but i t  still 'expresses moral 
laws in its own way' (CW, 3 ,  p. 31 1). 

These are the moral laws of the society that it describes, and 
for Marx, at this stage in his thinking, political economy gives an 
accurate account of the reality of capitalist society. The critique 
of political economy, which shows that it is on the basis of the 
particular social form of alienated labour, and not of an impoverished 
human nature, that this dehumanising society arises, is therefore at 
the same time a moral critique of capitalist society. However this is 

g ~ h e  dating of the Commenrs is complicated because Marx kept his excerpt books separate 
from his substantive notebooks. Evans, 1983 and Hennings, 1985 itemise the contents of the 
various notebooks and the hard evidence of dating. There are no references to Mill before 
the second manuscript, nor to any of the other texts which follow the excerpts from Mill in 
Marx's notebooks (the references to Buret in the first manuscript, which Oakley (1983, p. 27) 
cites as evidence for the prior completion of these notebooks, are not those which appear in 
the notebooks subsequent to the comments on Mill - I am very grateful to Chris Arthur for 
clearing up this crucial point). It is only at the end of the first manuscript that it occurs to Marx 
to make the connection between alienated labour and political economy which dominates his 
comments on Mill. The editors of the Collected Works suggest that the Comments on James 
Mi l l  'anticipated the thoughts expounded in the missing pages of the second manuscript' (CIY, 
3, n. 48, p. 596). Colletti (1975, p. 53) also suggests the significance of the Comments for the 
theory of alienated labour. 

not an abstract moralism, referring back to moral truths hidden in an 
unrealised human nature. The moral critique is only an expression of 
the contradictory form of capitalist social relations as the estranged 
form of human sociability, an estrangement which is already expressed 
theoretically in the contradictions inherent in political economy, which 
both recognises and denies the human foundation of society in social 
labour. Within the reality of capitalist society true human needs remain 
which will and must express themselves in the overthrow of capitalism 
and its replacement by a society in which labour will be immediately 
social, in which the state, as the alienated form of sociability, will be 
abolished, and in which religion will be superfluous. 

This moral critique is interesting, if very abstract. More significant 
from the point of view of the development of Marx's critique of polit- 
ical economy is the theoretical conclusion he draws at the beginning 
of the third Manuscript. 

We have seen that Engels's critique of political economy stopped 
short of an analysis of private property and criticised political economy 
from the standpoint of the market. For Engels an adequate political 
economy must be based on the market, where object and subject, 
producer and consumer, objective costs of production and subjective 
utility, meet one another. What Engels offered was a synthesis of the 
competing schools of political economy (in this sense anticipating not 
Marx but Alfred Marshall), and not ultimately a critique at all. Marx, 
however, as soon as he had found the basis of private property in 
alienated labour, concluded that labour must be the basis of political 
economy, and so he came down firmly on the side of Ricardo and his 
labour theory of value. 

It is significant that this is the first point in his work at which 
Marx had anything positive to say about Ricardo, whose 'cynicism' 
he had hitherto regarded with contempt, and whose work he had 
not thought it worth reading. Now Marx notes that 'there is not 
merely a relative growth in the cynicism of political economy from 
Smith through Say to Ricardo, Mill, etc., . . .these later economists 
also advance in a positive sense constantly and consciously further 
than their predecessors in their estrangement from man. They do 
so, however, only because their science develops more consistently 
and truthfully' (CW, 3, p. 291). The attraction of the labour theory 
of value for Marx was not that it 'proved' that the labourer was 
exploited under capitalism, which it did not and could not do, but that 
it connected labour with its alienated forms. 
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For Marx the great advance of Smith over mercantilism was 
to recognise property not as something external, money, but as 
a form of labour, a view which is most rigorously developed by 
Ricardo. However political economy inverts the true relationship 
between labour and property because it does not recognise that labour 
is inverted, in the form of alienated labour. Instead of seeing alienated 
labour as the human essence of property, political economy sees 
labour as the natural form of property: 'they make private property 
in its active form the subject, thus simultaneously turning man into 
the essence . . .the contradiction of reality corresponds completely to 
the contradictory being which they accept as their principle' (CW, 3, 
pp. 291-2). Thus Marx rediscovered the inversion that he found in 
his critique of Hegel's philosophy of the state, and it is not surprising 
that the final section of the Economic and Philosophical Matzuscripts 
returns to the critique of Hegel. 

Hegel and the critique of political economy 

The Economic and Philosophical Manuscripts owe much more to 
Marx's engagement with Proudhon and Hegel than to any thorough 
exploration of political economy. However the insights gained in 
the critique of alienated labour laid the foundations on which Marx 
developed his mature critique of political economy. In this sense there 
is no break between the 'philosophical' works of his youth and the 
'economic' works of his maturity, between the 'abstract' critique of 
1844 and the 'historical' critique of 1867. To see how this can be, 
we need to go back to the question of the affinity between Hegel's 
philosophy and the doctrines of classical political economy, to which 
Marx returns in the final Manuscript. 

Hegel's philosophy is 'mystical' for Marx because it presents the 
real as rational by suppressing the irrationality of reality. Thus Hegel 
describes real contradictions, but then dissolves these contradictions 
again in the development of self-consciousness by turning reality into 
an attribute of thought. Nevertheless the power of Hegel's system is 
that his ruthless attempt to reduce everything to reason leads him to 
uncover real irrationality, even if for him such irrationality is simply 
another logical problem. The 'rational kernel' can be extracted from 
Hegel's philosophy as soon as it is recognised that the contradictions 
he describes are real contradictions, which demand a real resolution. 
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Thus his theory of the state recognises the contradiction between the 
particularity of interests in civil society and the universality supposedly 
embodied in the,state, but treats this as a formal contradiction to which 
he provided a formal solution. For Marx this is a real contradiction 
which calls for a real solution: the abolition of a society based on 
the opposition of private interests. In exactly the same way political 
economy describes the real contradictions inherent in capitalist social 
production, between the enormous growth in the productive power 
of social labour and the social and material impoverishment of the 
labourer, which appears in the contradiction between the restricted 
value of labour-power and the value created by the expenditure of 
that labour-power, but even Ricardo, the most rigorous and honest 
exponent of political economy, provides only a formal solution to this 
contradiction. 

The parallel between Hegel and political economy is not only 
methodological. The substantive connection between Hegel and po- 
litical economy is, as we have seen, to be found in the common 
idea that private property is based on the private appropriation of the 
products of labour, so that labour is the substance of property. This 
is not an idea unique to Smith and Hegel, but one that is fundamental 
to liberal social thought, emerging with the development of bourgeois 
production relations as an aspect of the secularisation of bourgeois 
property. It is an idea that is developed first in political theory, 
classically in Locke's explanation of the origins and foundations of 
property. It is then taken up by classical political economy, which 
considers bourgeois social relations to be simply an aspect of the 
division of labour, participation in those social relations as labourer, 
landowner or capitalist depending on the form of property as labour, 
land or capital. The idea is given its most rigorous and abstract 
formulation in Hegel's Phenomenolo,q~l of Mind. 

For Hegel the private appropriation of the products of labour 
was the basis of property and therefore the basis on which social 
relations acquire an objective reality, embodied in things, beyond the 
immediacy of inter-personal relations. For Hegel the alienation of 
the object in exchange is simply the means by which the character 
of the product of labour as private property, already established in 
the act of labour, is affirmed by others. However, to become private 
property the object must be more than a product of labour. It must 
be an object which is detached from its producer, and so has acquired 
its independence, before it can be appropriated as property. Hegel's 
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identification of alienated labour with objectified labour suppresses the 
real contradiction implied in the alienation of labour that underlies 
bourgeois property - the contradiction that explains how it is that 
the product of an individual's labour can be appropriated by another 
and turned into the means of subjection of the direct producer - to 
reduce alienation to the subjective recognition of the equivalence of 
the objects of exchange as private property. Marx's analysis in the 
Manuscripts starts with the real contradiction as the basis on which to 
develop his concept of alienated labour.1° 

Marx's critique of Hegel can be applied directly to classical 
political economy because the two theories of capitalist society rest on 
the same concept of property. Thus, as Marx noted in the Manuscripts, 
'Hegel's standpoint is that of modem political economy' (CW, 3, 
p. 333). Engels had already brought the two together in his critique 
of political economy, which betrays a strong Hegelian inspiration in 
showing the dependence of all the concepts of political economy on 
this fundamental presupposition of private property. However Engels 
could not get beyond a moral critique that condemned bourgeois 
property for its inhuman consequences. Although Marx's critique 
retained this strong moral thrust, it also went beyond it to establish the 
socio-historical foundations of bourgeois property and so to reveal the 
real possibility of its historical supersession. Thus Marx's critique of 
political economy is a moral critique, but it is much more than a moral 
critique. It is a philosophical critique, but it goes beyond philosophy 
in revealing the real historical foundation both of bourgeois social 
relations and of the mystifications of bourgeois ideology. 

Hegel's identification of alienated with objectified labour conceals 
the real foundation of bourgeois social relations and so is the basis 
on which those social relations are mystified. If private property 
derives from objectified labour, then it is the necessary consequence 
of the production of objects, it has a natural foundation and a 
universal existence. If private property derives from alienated labour, 
however, then it has a social foundation, in a particular social form 

" ~ a r x ' s  critique of Hegel is not that Hegel confuses alienation with objectification, as most 
commentators believe, but that he identifies the two. The identification of alienation with 
objectification is not a 'false identification of opposed fundamental categories' (LuMcs, 197 1 ,  
p. xxiv), because for Hegel, as for the early LuMcs, alienation and objectification are two 
sides of the same coin. This is equally true of Hegel's 'materialist' analysis in the early Jena 
manuscripts, in which he saw private property as the e.rpression of the division of labour, as 
of his later works, in which he returned to the liberal conception of property as constituted in 
the relation between the will and the thing (LukAcs, 1971, Chs S ,  7; Arthur, 1988). 

of labour, and a purely historical, that is, transitory, existence. Where 
political economy naturalises bourgeois social relations by attributing 
them to the natural powers of objectified labour, Marx located them 
historically by attributing them to the social power of alienated labour. 
Behind alienated labour as a philosophical category lie particular social 
relations of production. Hence the philosophical critique immediately 
gives way to a socio-historical critique. It was this step that Hegel 
was unable to undertake. 

The outstanding achievement of Hegel's Phrinomenologie . . . is 
. . . that Hegel conceives the self-creation of man as a process, 
conceives objectification as loss of the object, as alienation and as 
transcendence of this alienation; that he thus grasps the essence of 
labour and comprehends objective man - true, because real man 
- as the outcome of man's own labour (CW, 3, pp. 332-3). 

The weakness of Hegel's work, however, is that 

all estrangement of the human being is therefore nothing but 
estrangement of self-consciousness. The estrangement of self- 
consciousness is not regarded as an expression - reflected in the 
realm of knowledge and thought - of the real estrangement of 
the human being (CW, 3, p. 334). 

This means that Hegel's philosophy is ultimately an uncritical criti- 
cism, for, although it recognises the alienation of labour it does so 
only in a formal, speculative, alienated way. Thus 'Hegel's standpoint 
is that of modem political economy' in that 'he sees only the positive, 
not the negative side of labour' (CW, 3, p. 333). The critique of Hegel 
and the critique of political economy are ultimately one and the same: 
the critique of the constitutive presupposition of bourgeois thought. 

Marx's early critique of political economy 

The Manuscripts laid the foundations for a series of works produced 
in the 1840s, most of which were polemical in intent. Rather than go 
through these works in detail, I will summarise the achievements and 
limitations of Marx's early critique of political economy, as that was 
developed in the works written between 1844 and 1848, before the 
revolutionary upsurge in Europe interrupted his studies. 

Marx's early critique of political economy was based on a philo- 
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sophical critique of its fundamental concepts. However, even in the 
Economic and Philosophical Manuscripts it is clear that Marx was 
going beyond philosophy. The concept of 'alienated labour' is not 
simply a philosophical concept, nor is it seen primarily as a moral 
or psychological attitude to labour. Behind the abstract concept of 
'alienated labour' is a real, concrete, specific historical form of labour. 
The critique of private property is not merely a philosophical critique, 
for it is clear that for Marx property develops historically on the basis 
of the development of alienated labour. 

Marx's moral condemnation of the alienation and dehumanisation 
of labour was not based on his own beliefs about human nature 
and human dignity, but on human needs expressed in everyday 
human existence. In an alienated form these needs are expressed 
in religion and in politics, but they are expressed directly in the 
community. In the past the community provided a very narrow 
and limited response to these needs. For Marx the community that 
is emerging within capitalist society out of the association of the 
proletariat will be a universal community which will satisfy human 
needs directly and so, at last, the alien forms of politics and religion 
will disappear along with the narrowness of community. Thus even 
in the Manuscripts 'alienated labour' is not primarily a philosophical, 
moral or psychological concept, it is a socio-historical concept. It is 
in this sense there is no break between the Manuscripts and Marx's 
later work. 

The later work develops directly out of the counterposition in 
the Manuscripts of the real world of human practical activity to 
the abstractions of bourgeois social thought, a counterposition that 
is expressed in the argument that alienated labour is the specific 
socio-historical foundation of bourgeois social relations. It was this 
perspective which informed Marx's reading of political economy be- 
tween 1844 and 1848, and which underlies the critique of political 
economy to be found in the works of that period. The main contri- 
bution of the works of this period is that Marx develops a critique of 
the social relations of capitalist production. 

The central theme of this critique is that political economy is 
based on the 'naturalisation' of historically specific social relations, 
and so its concepts are formulated in abstraction from the specific 
historical characteristics of capitalist society. In this sense they are 
'formal abstractions'. Political economy abstracts from the social 
fact of landownership, to present rent as a quality of the land. It 
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abstracts from the social form of wage-labour, to present wages as the 
recompense for labour. It abstracts from the social form of capital, to 
present profit as a quality of the means of production. It abstracts from 
the social form of exchange, to present exchange as an expression of 
a rationallnatural propensity to 'truck, barter and exchange'. 

However this is an illegitimate form of abstraction, for it is only 
in a particular form of society that land generates a rent, means of 
production a profit, and labour a wage. It is only in a particular form 
of society that the private labour of individuals is related through 
exchange. To treat these categories in abstraction from their social 
form is to deprive them of any content, to make them into purely 
formal categories that exist wherever there are land, labour, means of 
production or co-operation. Thus the categories of political economy 
are given an eternal status, and are even applied to societies within 
which neither wages. nor profits, nor rent, nor exchange, actually 
exist. 

Marx's critique of political economy is not merely an historicist 
critique, which stresses the historical relativity of the concepts of 
political economy, such as was developed by the German Historical 
School. Underlying this historicist critique is a theoretical critique, 
whose foundation is the critique of private property. For political 
economy it is only private property that constitutes individuals as 
social beings by defining them socially as the owners of particular 
factors of production. Land, labour and capital are regarded as 
co-operative 'factors of production' distinguished from one another 
by their distinct functional roles in production, corresponding to the 
technological distinction between the object, instrument and means of 
labour. In the course of the development of the division of labour 
the functional roles of these factors of production are separated from 
one another, just as the functional roles of the butcher and the baker 
are separated. This separation corresponds to the appropriation of 
these distinct 'factors of production' as private property by different 
individuals, which establishes an immediate correspondence between 
the technically imposed relations of co-operation between the factors of 
production and the social relations between people. Private ownership 
simultaneously constitutes the factors of production as sources of 
revenue, and so defines the particular interests of distinct social classes, 
on the basis of the mode of their participation in the distribution of the 
social product. Thus wages flow from labour to the owner of labour, 
profits from the means of production to the owner of the means of 
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production, rent from the land to the owner of the land. 
Political economy can recognise that class interests conflict with 

one another, Smith providing a devastating critique of the anti-social 
instincts of the capitalist, and Ricardo of the regressive character of 
landownership. However this recognition is confined within the limits 
of political economy's 'naturalisation' of capitalist social relations of 
production, and the limits of capitalism are the natural limits of the 
diminishing returns to capital and land. Conflicts of class interest 
necessarily follow from the private appropriation of the means of 
production, but for political economy production relations are techni- 
cally imposed co-operative relations between the factors of production, 
while class conflicts are confined to the level of distribution, and are 
resolved through competitive exchange. 

The political economists' concepts derive from private property as 
a philosophical abstraction. For political economy private property 
cannot arise out of society, as the historical product of human sociabil- 
ity, since it is only private property that makes society possible. This 
means that the explanation for private property can only lie outside 
society, as an expression of natural inclinations, human rationality, or 
divine will. In this abstraction a particular form of property, capitalist 
property, is given a universal status. It is only through this universal 
category that the recipients of revenues are related to their sources of 
revenue. History is then simply the history of the liberation of private 
property from the unnatural fetters imposed by political power and by 
religious and sentimental prejudice, fetters that prevent revenues from 
flowing to their appropriate recipients. For example, in feudal society 
the landowner uses his political power to secure not only his rent, but 
also the 'profits' and even a portion of the 'wages' of the serf. 

The effect of the formal abstraction of political economy, based 
on its concept of private property, is to attribute social powers to 
things, inverting the subject and the predicate. Thus, instead of seeing 
the machine as a particular embodiment of capital, political economy 
sees capital as a particular manifestation of the machine. Instead of 
seeing labour as the physical substance of the commodity wage-labour, 
political economy sees wage-labour as a particular manifestation of 
labour. Instead of seeing the 'propensity to truck, barter and exchange' 
as a need imposed by exchange, political economy sees exchange as 
an expression of this 'natural' propensity. 

This formal abstraction cannot be reduced to a methodological 
error, for the inversion is something that really exists in capitalist 
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society. The abstraction of political economy leaves out of account 
the social form within which things come to acquire a social power, 
and so it attributes this power to the things themselves, but in a 
capitalist society things really do manifest this social power. Thus 
workers really do find themselves slaves to their physiological needs 
and to the means of production; capitalists really do acquire profits 
in accordance with the productivity that they attribute to their means 
of production; landowners really do earn rents in accordance with the 
relative fertility of the soil; exchange of things really is the only way 
in which producers relate socially to one another. Political economy 
reproduces uncritically the alienated social forms of capitalist society 
within which social powers are mediated through things, so that social 
powers appear as the attributes of things. The mystifications of 
political economy do not simply represent an ideological inversion of 
reality, but the ideological expression of a real inversion. This is 
why the critique of political economy is not simply a critique of a 
mystificatory ideology, but of the alienated forms of social life which 
political economy describes but cannot explain. 

It is because political economy is uncritical of its presupposi- 
tions, most fundamental of which is private property, that its analysis 
mystifies the foundations of capitalist society. In denying the social 
character of its fundamental categories political economy makes these 
categories into eternal truths that can be distorted by unwise political 
intervention, but that can never be suppressed. In turning its fun- 
damental categories into eternal truths political economy makes the 
society to which these categories correspond itself an eternal truth. 
For political economy capitalist society is the best of all possible 
societies, because it is in terms of the categories of capitalist society 
that political economy evaluates all forms of society. 

Marx's critique of political economy reveals the socio-historical 
content of the formal abstractions of political economy by revealing the 
socio-historical foundation of bourgeois property in alienated labour. 
Bourgeois property rests on the co-ordination of social production not 
through the self-conscious organisation of production on the basis of 
human need, but through the exchange of the products of private 
producers in the form of commodities. The commodity is thus a 
specific social form of the product of labour. Similarly wage-labour is 
a particular form of labour which corresponds to the dispossession of 
the labourer that forces her to work for another, who has appropriated 
the necessary means of production and subsistence in the form of 
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8 8 Alienated Labour and the Critique of Political Economy 

of the development of property with the materialist account of the 
development of the division of labour is that of establishing the 
relation between the two. In the terms of subsequent Marxist debate 
the problem is that of the relationship between the development of 
the 'forces' and the 'social relations' of production." In Marx's first 
account in The German Ideology he follows Smith in arguing that 'the 
existing stage in the division of labour determines also the relations of 
individuals to one another with reference to the material, instrument 
and product of labour' (GI, p. 32), but in practice does not establish 
any coherent connection between the two, forms of property being 
related to forms of social organisation ('tribal', 'ancient communal', 
'feudal') with no reference to the division of labour (GI, pp. 3 3 4 ) .  
This is a promising lead, which Marx immediately abandons, only 
taking it up again in the section on 'pre-capitalist economic formations' 
in the Grundrisse. In his second account he ties the development of 
forms of property more closely to the development of the division of 
labour, but loses sight of the social form of production, so reducing 
property to the 'identical expression' (GI, p. 44) of the division of 
labour. 

It is the separation of town and country that gives rise to the 
separation of capital and landed property, while a class division arises 
in the towns 'which is directly based on the division of labour and on 
the instruments of production' (GI, p. 64). Thus Marx falls back into 
political economy's identification of forms of property not with social 
forms of labour, but with the physical substance in which property 
is embodied: land, labour and means of production, so that property 
remains an ahistorical abstraction, on the basis of which class relations 
follow directly from the division of labour, and property develops from 
'naturally derived capital' to capital 'having its basis only in labour 
and exchange' (GI, pp. 67, 65). The result is that the critique of private 
property remains equally abstract and ahistorical, for the contradiction 
between private property and the division of labour, between the 
'social relations' and the 'forces' of production, has disappeared. 
The third presentation does not escape from this perspective, but 
resurrects the contradiction, although in an entirely formalistic way. 
Thus Marx argues that 'private property was a necessity for certain 

l l ~ n  indication of the problem is that Marx does not clearly dis~inguish the two in The 
German Ideo10,q.y. Thus the 'division of labour' is equated both with the 'forces of production' 
and with 'private propeny'. The 'mode of co-operation' is both a 'productive force' and a 
'form of propeny'. 
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industrial stages' but that 'in big industry the contradiction between 
the instruments of production and private property appears for the first 
time', because for the first time 'the totality of the productive forces' 
confront 'the majority of the individuals from whom these forces have 
been wrested away' (GI, pp. 81-2). 

Arthur notes a difficulty which this account of the development of 
private property establishes for Marx's claimed analytical priority of 
alienated labour over private property, since feudal landed property is 
not based on alienated labour, but on relations of personal dependence 
(c.f. MCszhos, 1970, pp. 134-9). But this discontinuity in the history 
of private property is not so much a problem for Marx's theory ' 

of alienated labour as for the quasi-Hegelian idea of history as the 
unfolding of the dialectic between labour and private property, which 
MCszkos and Arthur draw from The German Ideology. Feudal landed 
property is manifestly not an impure or undeveloped form of capitalist 
property. It is a quite different form of propeny, expressing quite 
different social relations of production, a form of property which, far 
from being private, is encumbered with a network of social relations 
of dependence and obligation. Capitalist forms of private property did 
not emerge out of feudal forms, but in opposition to them, the struggle 
between the two being a long drawn out and bloody one. 

Marx soon saw the way to move beyond the philosophy of history 
which informs The German Ideology. In a very important letter he 
wrote to Annenkov as early as 1846, in which he made it quite clear 
that the critique of private property was the key to the critique of 
both bourgeois society and bourgeois social thought, Marx stressed the 
discontinuity between bourgeois and feudal property, as expressions 
of quite different social relations of production: 

Property, finally, forms the last category in M. Proudhon's sys- 
tem. In the real world, however, the division of labour and all the 
other categories of M. Proudhon are social relations and their total- 
ity forms what is currently called "property": bourgeois property 
outside these relations is nothing but a metaphysical or legal illu- 
sion. The property of another epoch, feudal property, developed in 
a series of entirely different social relations. M. Proudhon, in es- 
tablishing property as an independent relation, commits more than 
one methodological fault - he proves conclusively that he has 
not grasped the thread which connects all the forms of bourgeois 
production (Letter to Annenkov, 28 December 1846). 
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Similarly Marx soon recognised in his other works of the 1840s 
that his critique of political economy transforms the economists' 
categories. Thus 'money is not a thing, it is a social relation' (CW, 6, 
p. 145); 'machinery is no more an economic category than the bullock 
that drags the plough' (CW, 6, p. 183); 'rent results from the social 
relations in which the exploitation of the land takes place . ..Rent is 
a product of society and not of the soil' (CW, 6, p. 205), but Marx 
did not follow this insight through. His critique of political economy 
remained an 'external' critique, which put political economy in its 
historical place, but which left the substance of political economy 
intact. 'Economists express the relations of bourgeois production, the 
division of labour, credit, money, etc. as fixed, immutable, eternal 
categories . . .Economists explain how production takes place in the 
above-mentioned relations, but what they do not explain is how 
these relations themselves are produced' (CW, 6, p. 162). But Marx 
did not explain this either. The result was that the radicalism of 
Marx's theoretical critique was not realised in practice in his early 
works. Thus The Communist Manifesto (1848) still has remnants 
of the philosophy of history sketched out in The German Ideology, 
in proposirig historical laws whose foundation appears to lie outside 
history. The 1859 Preface to the Contribution to the Critique of 
Political Economy contains a much quoted summary of the findings 
of Marx's early works which can easily be read in just such terms, 
which are also the terms of Engels's popularisation of Marxism in 
Anti-Diihring. In a different vein, the 'political writings' of the 1850s 
provide sophisticated journalistic accounts of historical events, with 
occasional programmatic asides, but without any systematic theoretical 
analysis. 

The critique of political economy was incomplete until it had 
been transformed from an external philosophical and political critique, 
which establishes the limits of political economy by revealing its 
hidden presuppositions, into an internal theoretical and historical 
critique which could provide a more adequate theory of capitalist 
society. In order to lay bare the 'laws of motion' of capitalist society 
as an historically developed mode of social production, Marx had 
to reformulate the classical concepts of wages, rent and profits, and 
the classical laws of production, of population, of currency, of the 
determination of revenues, and of the falling rate of profit, in properly 
historical terms. Even in the 1840s Marx was well aware of the 
need to develop the positive side of his critique, but he repeatedly 
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postponed writing his 'Economics', under the pressure of political and 
personal circumstances, until he returned to his 'economic studies' in 
1857. 

It was in the Grundrisse (1857-8) that Marx first began to develop 
his intrinsic critique of political e ~ o n o m y ? ~  From one perspective 
the Gt.undrisse is a thoroughly confused and eclectic mixture of 
philosophy and political economy. But within the context of the 
pro-ject mapped out in the Manuscripts, the Grundrisse provides the 
'micsing link' between Marx's early works and those of his maturity. 
The need to develop his analysis more rigorously arose out of the 
need to distinguish his own theory from Proudhon's eclectic synthesis 
of Hegel and political economy, and specifically out of the need to 
develop a rigorous analysis of money, which he had identified as 
the key to the critique of private property in his earliest works, to 
counter Proudhonian proposals for monetary reform. In order to give 
substance to his critique of Proudhon Marx took up the theory of 
alienated labour as the basis of a critique of the labour theory of 
value, which was the foundation of Proudhonian reformism, which 
brought him once more face to face with political economy. In the 
course of the Gt.undrisse Marx distinguished his own analysis from 
that of Proudhon by progressively filling his philosophical categories 
with social and historical content. The critique of political economy 
is no longer a philosophical critique, based on an extrinsic conception 
of human nature, but is an immanent critique. the contradictions of 
political economy being located within political economy. These 
contradictions can only be resolved by reformulating the concepts of 
political economy, whose contradictions can then be explained as the 
expression of the historically developed contradictions of the social 
form of capitalist production. 

 he Grundris~e only became widely available in German in the 1950s. in French in 1968, 
and in English i n  1973. We still lack an adequate commentary on the Gru~?(lrisse, but see 
Rosdolsky (l977), Negri (1984), Uchida (1988). 



Value, Class and the
Theory of Society

Marxism and the critique of political economy

Despite Marx's proclamation of the death of philosophy in his early
works, his critique of political economy in those works remained
essentially an extrinsic philosophical critique in the sense that it ulti-
mately rested on an appeal to abstract categories of 'human nature,
'history' and 'society. In Capital, by contrast, Marx abandoned such
abstract categories, developing an analysis of capitalism as a form of
social production which developed historically through the interaction
of 'individuals, not as they may appear in their own or other people's
imagination, but as they really are; i.e., as they operate, produce
materially, and hence as they work under definite material limits, pre-
suppositions and conditions independent of their will' (GI, pp. 36-7).

It is very easy to see this difference between Marx's early and
mature works as marking a distinction between an early humanistic
philosophy, based on the theory of an alienated human nature, and a
later scientific economics, which formulates objective economic laws
which operate independently of the human will. This distinction is
sometimes seen as a distinction between two complementary, but sep-
arable, aspects of Marx's project: between his philosophical critique
and his scientific theory, and sometimes it is seen as a radical op-
position between two antithetical perspectives: between his youthful
humanism and his mature naturalism. In either case Capital is read
primarily as a work of technical economics, while Marx's critique
of political economy is read as an extrinsic critique, based on a
human nature which is denied by the subordination of human values
to economic constraints, and/or on the objective material interests of
the proletariat which is subordinated to the domination of capital,
leading to the reinterpretation of political economy from a different
perspective, whether that of an alternative conception of human nature,
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or that of a different class. In the former case Marx's mature works
dilute, or even deny, his early critique to the extent that Marx looks to
economic interests as the basis of human liberation. In the latter case
his mature works overcome the immature romanticism of the early
critique, for precisely the same reason.

Both of these interpretations lead to a distinction between Marx's
'philosophy of history, which defines the ontological primacy and
historical variability of the social relations of production, his ' soci-
ology, which considers historically specific configurations of these
social relations, and his 'economics', which defines the underlying
economic 'laws of motion' which determine the development of these
social relations. Sweezy, in his classic exposition of Capital, stresses
the historical character of Marx's method but goes on radically to dis-
tinguish the 'quantitative value problem' from the 'qualitative value
problem. Thus Smith saw, in the case of exchange value, 'the
quantitative relation between products', while Marx saw, 'hidden
behind this . . . a specific, historically conditioned, relation between
producers' (Sweezy, 1942, p. 25; c.f. Dobb, 1940; 1973, pp. 143-
6). Ernest Mandel (1962) follows the orthodox tradition (Bogdanov,
1979; Kautsky, 1925) in locating Marx's 'economics' historically by
prefacing his exposition with a summary of the historical origins of
capitalism.

According to this interpretation the fundamental error of political
economy lay not in its characterisation of the 'economic' laws of
capitalism, nor even in its characterisation of the social relations
of capitalist production, but in its philosophy of history, which
ignored the historically specific character of the social relations of
capitalist production, based on the private appropriation of the means
of production. The failure of political economy lies 'in its failure to
see and take account of the historical character of the facts on which
it is based, so that the 'unhistorical and antihistorical character of
bourgeois thought' is revealed as soon as 'we consider the problem of
the present as a historical problem' (Lukacs, 1971, pp. 6, 157).

This orthodox interpretation is clearly and concisely presented in a
recent Soviet textbook, which tells us that the precondition of Marx's
'revolution in economic science' was 'a revolution in philosophy.
The 'application of the method of dialectical and historical materialism
.. . and a historical approach to the analysis of phenomena made it
possible to define the true subject-matter of political economy and to
reveal the laws of economic life. This enabled Marx and Engels
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to identify the historically specific character of the social relations of
production, which 'are determined primarily by who owns the means
of production. Ownership of the means of production ... underlies the
social relations between people at all stages of social development.
It is the development of the means of production that necessitates
changes in property relations and the sum total of social relations.
Property relations, in turn, affect the development of the means of
production. When the form of ownership corresponds to the given
level of development of the productive forces, it facilitates their
progress. If property relations are obsolete, they act as a brake on the
development of the productive forces' (Kozlov, 1977, pp. 14-15).

The problem with this interpretation is that it makes Marx in-
distinguishable from Smith, Malthus and Ricardo (c.f. Colletti, 1972,
pp. 65-6). Smith was quite clear that the social relations of production
were determined by the form of ownership of the means of production,
and that they develop historically, on the basis of the development
of forms of property, which in turn express the development of the
forces of production. He was equally clear that 'obsolete property
relations act as a brake on the development of the productive forces',
for this was the basis of his critique of feudalism and mercantilism.
Smith also recognised the evils of capitalism, but regarded them as
unavoidable features of the best of all possible worlds. Malthus was
well aware of the possibility of replacing private property by forms
of communal property, his law of population being designed precisely
to establish that the co-operative schemes of Godwin would act as a
fetter on the development of the forces of production by dissipating the
surplus in the form of unproductive consumption. Ricardo described
the contradictory character of capitalist production, on the basis of
his unequivocal commitment to the labour theory of value but, like
Smith and Malthus, believed that socialism would lead only to an
equalisation of poverty. All that this interpretation leaves for Marx is
his introduction of the distinction between labour and labour-power,
which Ricardo had confused. This discovery enabled Marx to 'prove'
his theory of exploitation by showing that profit derives from the
surplus labour of the worker, appropriated by the capitalist without
equivalent, and to complete the Ricardian system by resolving the
contradictions inherent in Ricardo's exposition of the theory of value.

This orthodox interpretation of Marx is shared by the majority of
Marx's critics, who assimilate Marx to classical political economy,
and then condemn the two to the same fate. Thus Schumpeter
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distinguished Marx's sociological definition of capitalism, which
located the institutional framework of capitalism historically, from
his 'economic theory, which explained 'the mechanics of capitalist
society, and which derived from Ricardo, whose theory of value is the
cornerstone of Marx's Capital (Schumpeter, 1987, p. 20, a judgement
approvingly quoted by Dobb, 1973, pp. 142-3). The result is that
the work of Marx, as the last of the classical economists, stands or
falls with Ricardo's labour theory of value, a theory which, argue
the critics, was definitively superseded by the marginalist revolution
in economics, whose critique of Ricardo was devastatingly applied to
Marx by Bohm-Bawerk.1

The orthodox response to such criticism has been to defend
the Ricardian theory against the marginalist onslaught, either on
the 'scientific' grounds of the technical superiority of a properly
corrected labour theory of value, or on the 'philosophical' grounds
that the labour theory, of value expresses a particular class perspective
and/or expresses the ontological primacy of production over exchange.
Thus the 'Marxist economics' of the 1970s was dominated by an
increasingly sterile debate between the 'neo-Ricardians', who took
the former view, and the 'fundamentalists', who took the latter.2 In
the same way the defence of 'historical materialism' is reduced to a
defence of the 'mechanical materialism' of the Scottish Enlightenment,
an interpretation developed by the 'Analytical Marxists', who try
to reconstruct Marxism on the basis of Smith's individualistic and
rationalist materialism (Cohen, 1978; Roemer, 1982; Elster, 1985).

The interpretation of Marx's early works developed in the last
chapter implies a quite different view of Marx's mature works. There
is a difference between the philosophical character of Marx's early
critique of political economy and the historical character of the intrinsic
critique developed in Capital, but the two are different stages of the
same project, a project clearly mapped out in the early works. The
philosophical character of the early works derives from the fact that

1 Marxist 'economists' differ in their characterisations of the 'problem' which the labour
theory of value solves. Dobb (1940) focuses on the theory of surplus value, although Dobb
later assimilated Marx to Sraffa's interpretation of Ricardo, the theory of value providing a
way of determining prices independently of distribution (1973, pp. 147-52). Meek (1973,
Chaps 4 and 5), on the other hand, saw the theory of value as the solution to the problem
of allocating social labour to the various branches of production. For a survey of such
interpretation see Kuhne, 1979, Chaps 1-2.

2Steedman (1977) and Fine and Harris (1979) are the most sophisticated exponents of the
two sides to this debate.
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