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Preface

We all experience the economy when making decisions to buy, to sell, to scrimp, or
to borrow. When we purchase clothes, pay income tax, sell an old car, save for tuition,
or give a gift, we participate in the economy. Economic activity is part of daily life
when we shop and save, but also when we donate goods and even when we grow
a vegetable garden. The economy is an important part of the social encounters of
all people, whether poor or rich, living in an advanced industrial society or a prim-
itive one. While not all people experience daily and directly the force of government,
or religion, or educational institutions, they are all involved each day in economic
activity of one form or another.

Sociologists have begun to recognize that this important sphere of activity is crit-
ical to understand in its own right, and also because it is so caught up with other
realms of social life. Indeed, it is hard to have a full understanding of religion, or
politics, or family, without understanding how each is connected to the economy.
For example, religious ideas may support an ascetic orientation toward material life
and encourage an anticonsumption environmentalism. Religious beliefs may require
regular tithing, or encourage contributions of time and money to missionaries or
nonreligious causes. Political ideas and institutions may be organized to redistribute
income through social welfare services and progressive tax policies. Governments
typically regulate financial institutions such as banks and securities exchanges, and
establish the rules by which corporations are formed and business contracts enforced.
In developed countries, families are experienced primarily as consumption units as
they buy homes and vacations, but they may also be economic production units when
they run businesses and farms. Indeed, it is difficult to imagine any sphere of social
life that is not implicated in the economy and, conversely, any part of the economy
that is not involved in noneconomic social realms.

The economy has always been a part of society, of course, but it has taken on
new importance for sociologists, for at least three reasons.

First, not since the Industrial Revolution of the nineteenth century have techno-
logical and economic transformations so dramatically changed the social order for
so many people. The last years of the twentieth century saw dramatic shifts in the
economic organization of production and distribution in both industrialized and indus-
trializing economies. The development of new technologies had profound and
widespread impacts on economic activity. Computer-aided manufacturing lessened
the need for skilled labor in the industrialized world in critical industries such as
machine tools and automotives. Innovations in information and transportation
technologies enabled manufacturers in the West to design and produce their goods
in parts of the globe with lower labor costs, changing the worlds of work and busi-
ness in both developed and less-developed nations. Globalization of financial and
commodities markets both enabled and resulted from these shifts, and tied nations
together that had previously been separated by time, space, and history.
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Increased economic connection between Asian and Western nations particularly
made US and European managers and workers aware of alternative forms of cap-
italist organization at the level of firms, industries, and economies. The 1980s
were a period of intense self-doubt for many Western businesses as they experienced
competition from rapidly rising Japanese, Korean, Taiwanese, and other Asian
firms. Asian businesses were often built on premises such as cooperation between
state and business, inter-firm alliances, nepotism, and other practices that challenged
the received wisdom of Western economies. Economic sociologists confronted the
presumed “necessary” social foundations for successful capitalism such as individ-
ualism and arm’s-length relations between economic actors. Economic “principles”
were increasingly understood to be economic traditions, conventions, and practices
rooted in history and society, not universal precepts necessary to market societies
assumed by traditional economic thought.

This was also a period of dramatic restructuring of socialist nations such as the
USSR, the People’s Republic of China, and other command economies. While it be-
came clear that capitalism had numerous varieties, capitalism was also evidently
triumphant as the only viable form of national economic organization. Formerly
socialist economies attempted to “marketize,” producing a wave of economic and
political pundits preaching “free markets.” Those who believed that becoming a
market society required little more than a hands-off state, unfettered individualism,
and political freedom to trade were quickly proven wrong as “restructuring” fur-
ther devastated economies already torn up by years of socialist mismanagement.

Market societies in fact are built on complex sets of social relations and institu-
tions, lessons painfully learned by Eastern European nations, and negotiated some-
times with difficulty among members of emergent regional trading zones such as
NAFTA, ASEAN, and the European Market. Individualism is not “natural,” a uni-
versal state of being, but rather a learned orientation toward self and others. Many
societies built on authoritarian and communitarian social structures are not organ-
ized on individualistic principles. “Free markets” are in fact held up by a wide array
of institutional structures and ideologies, and they vary substantially where they exist.
It was impossible for sociologists to ignore the impact of dramatic market trans-
formations, and this was an important spur to economic sociology.

The second and related factor that has promoted economic sociology has con-
sisted in the widespread marketization of social life in the developed world and the
development of consumption as a critical cultural force. This has not happened all
at once, but has been a quickening process as there are more two-earner families
with less time to provide care and services for themselves. While the wealthy have
always been able to afford nurses and private tutors for their children, even the large
middle class now goes to the market for childcare, and for all sorts of lessons for
children, from gymnastics and ballet to football camp and piano lessons. Even a
generation ago, many women sewed clothes and regularly cooked family meals.
Increasingly, people eat out and purchase prepared foods, and for some of those
who still perform these activities, cooking and sewing have become leisure activit-
ies requiring specialized skills and equipment. Many households pay for cleaning
and gardening.

Indeed, it is difficult to think of any product or service that cannot be bought today,
although some, such as biological goods and services like surrogate motherhood and
genetically modified foods, and the production of some cultural products, are sub-
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ject to moral and ethical debates. That such debates are taking place only reinforces
the observation that the commoditization of social life is widespread and has
extended itself to the most intimate and value-sensitive areas of society.

Market and society are deeply entwined, often in provocative ways, and this is
affecting them both. That so much is “for sale” in society represents a qualitative
change in the social fabric and the reconstitution of individuals into new personas
as consumers; material goods become shapers and reflectors of identities. These trends
represent important areas for sociological understanding.

A third and important impulse for the development of economic sociology has
been the overwhelming dominance of the discipline of economics in policy debates
on social welfare, trade, market formation, environmental regulation, and other socio-
economic arenas. Why should sociology attempt to understand the economy and
economic action when there are so many economists prepared to do just that?
Increasingly, economic sociologists believe that their approach to the economy
provides an important alternative perspective, one founded on more realistic under-
standings of how the economy actually works.

Economists for the most part are interested in the economy apart from other areas
of social life. They study economic variables to see what impact they have on other
economic variables, for example, the impact of tax rates on investment, or invest-
ment on productivity. Economists tend to treat social factors as exogenous when
they consider them at all. When economists do study social arenas, such as the fam-
ily, they assume that actors behave as they would in the economy, for example, by
having a calculating orientation toward others.

Economic sociologists differ from economists in important ways. Sociologists are
concerned with markets and exchange as elements of empirical social worlds with
ongoing and distinctive social relations. They see economies as historically embedded
phenomena. Economists are interested in markets as logical models, a set of assump-
tions that provide a convenient baseline for the analysis of possible relations between
variables. Sometimes economists use data, often gathered by official agencies, but
many economists use no data at all in econometric analyses, preferring to base their
conclusions on a set of assumptions amenable to mathematical manipulation.

Economic sociologists posit that economic relations and actions spring from
social relations, or at least are informed by them. For example, economic sociologists
assume that market organization and functioning are a result of political structure,
ideologies, and even traditional practices rooted in history. In contrast, economists
typically assume that an “invisible hand” creates market order from the aggregation
of discrete exchanges.

The principal unit of analysis for economists is the individual, who is assumed to
be self-regarding and economically rational. Sociologists assume that individuals act,
but that their actions may be shaped by social factors such as class, gender, culture,
their relations with others, and the historical moment in which they live. “Rationality,”
for sociologists, is socially constructed. What is rational depends on who you are
and when and where you live. Sociologists are concerned with social structure, social
order, and meaning. Economists tend to be concerned with the consequences of eco-
nomic action in the aggregate, for example, the price or demand for a service.

Sociologists use a wide variety of methods depending on their questions of inter-
est. In settings where there is little understanding of the phenomena involved, they
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may prefer qualitative methods such as participant observation and open-ended inter-
views to discover economic actors’ critical ways of thinking and doing. Sometimes
they use comparative methods, surveys, and the statistical analysis of large data sets,
often collected specifically for their questions of interest. Economists occasionally
use experimental methods such as laboratory studies, but model building is the cen-
tral method of most economic studies.

These differences in approach are profound, and to some extent represent differ-
ent interests. Economics is concerned with prediction and prescription, and sociolo-
gists tend to be concerned with a careful and correct description of economic activity,
and with explanation. Sociologists largely have been content to pursue studies of the
economy in ways that suit their intellectual convictions, while leaving the policy arena
to economists.

This is beginning to change, however, as a generation of economic sociologists
see the value of their analyses to areas that have been of traditional interest to them,
such as economic development and labor market dynamics. They have also been
concerned about the effects of traditional economic prescriptions on newly mar-
ketizing nations, debt crises, and trading policies.

This volume collects papers that demonstrate the variety and promise of economic
sociology. I had three main criteria for the selection of works to include. First, I included
a number of works that are empirical analyses of some aspect of the economy.
Second, I chose works that represent a generous interpretation of economic sociol-
ogy, demonstrating how it offers insights into areas as diverse as market structure,
entrepreneurial adventure, and environmentalism. Finally, I have chosen works that,
while often challenging, are readable by a broad audience.

The first part, “Foundational Statements,” consists of excerpts from theorists
including Adam Smith, a founder of classical economics. Along with selections by
Marx, Weber, and Polanyi, these pieces provide a basis for comparing sociological
and economic approaches.

The second part, “Economic Action,” demonstrates a variety of ways in which
society shapes the orientation of actors going into the market (and elsewhere) to
conduct economic activity. In contrast to the autonomous rational individual
assumed by economics, these selections show the impact of social networks, gen-
der, organization, and culture on economic action.

The third part, “Capitalist States and Globalizing Markets,” deals with the devel-
opment of the modern state as an institutional foundation for market capitalism,
and the variety of ways in which states create conditions for economic activity.

Part IV, “Economic Culture and the Culture of the Economy,” showcases art-
icles that demonstrate the value bases of economic action, and the role of economic
culture as a powerful shaper of social relations.

There are important areas of omission, such as the domestic economy and issues
of economic migration, and this volume has only a cursory representation of non-
Western economies and economic development. It does not include studies that require
an understanding of quantitative methods. Nonetheless, I believe this is an inter-
esting selection from which one can construct an appreciation of the contributions
of sociology to our understanding of economic life. It is a good basis from which
to develop a course, a research interest, and an awareness of the economy in which
we participate every day.
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Introduction

There is widespread agreement that Adam Smith was a founder of modern economics
and, indeed, many modern economic assumptions can be traced to this eighteenth-
century Scottish Enlightenment scholar. Smith’s most famous work, An Inquiry into
the Nature and Causes of the Wealth of Nations, was an ambitious attempt to grasp
an emergent economic order, capitalism, as it developed out of traditional European
society with its feudal arrangements and aristocratic strata. The first edition of The
Wealth of Nations appeared in 1776 and its themes very much reflect the revolu-
tionary concerns of the time. One can find his enthusiasm for an economic system
based on competition between reasoned individuals under conditions of “liberty,”
the abolition of monopolies that were often associated with the Crown, and, more
generally, laissez-faire relations between government and business. For Smith, cap-
italism was based on the “natural” propensities of human beings to pursue their
own interests through exchange.

The selection from The Wealth of Nations included as chapter 1 in this volume
is concerned with two issues: the division of labor, and commodity prices. Smith
saw the division of labor — breaking down economic tasks into constituent parts —
as a critical factor in the development of capitalism. In a famous passage, he describes
the improved productivity of ordinary workers in a pin factory when pin-making
tasks are decomposed into small jobs and workers can become expert at one of
them. The rationalization of tasks results in a dramatic increase in production,
surplus available for trade, and thus greater wealth for all members of society.

The division of labor changes social welfare not just by providing more, but by
changing the character of society, according to Smith. Workers now need to trade
with others who make goods that they no longer make for themselves, forcing soci-
ability through exchange. The basis of sociability is not good will, but rather self-
interest. Each one exchanges something they do not want, or have too much of, for
something they desire. “It is not from the benevolence of the butcher, the brewer, or
the baker, that we expect our dinner, but from their regard to their own interest.”
Individuals pursue their interests separately, but it contributes to general wellbeing
as each develops talents and provides goods and services for the whole. Smith sees
trading in a market as a “natural” propensity of everyone, a “general disposition to
truck, barter, and exchange.”

Smith establishes the self-interested motivation for individuals to go to market,
and then describes how discrete exchanges establish market prices. “Natural” prices
are those that cover the costs of producing the goods and services and over the long
run are the floor to which prices will fall and not go lower. “Market” prices may
differ, however, depending on the supply of the commodity and the demand for it.
When supply is insufficient to meet demand, people will compete in the marketplace
and bid higher prices. Prices fall when supply outstrips demand.
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These ideas — that individuals pursue their self-interest in a market, that they
compete with each other in pursuit of those interests, that supply and demand deter-
mine prices, and that social order results from the aggregated acts of competing
individuals — continue to be the bases for modern economics. Smith’s belief in “nat-
ural” propensities and his universalistic framework for market analysis are also part
of mainstream economic thought today.

Smith’s ideas are the intellectual foundation of liberal Anglo-American economies
(although these principles have been selectively appropriated from his writings), while
Marx’s ideas can be found expressed in socialist and social welfare regimes around
the world. Marx, like Smith, was concerned with trying to deduce the principles of
the capitalist economic system and, similarly, tried to create an economic science.
Moreover, Marx also focused importantly on production as a critical element in capit-
alism’s economic superiority and its triumph over feudalism.

Chapter 2 in this volume is from Grundrisse: Foundations of the Critique of Political
Economy, a series of notes that Marx wrote in preparation for his grand work, Capital.
In the selection, Marx is writing about exchange relations, much as Smith did, but
his conclusions are radically different. Whereas Smith sees market exchange as cre-
ating conditions of equality between self-interested economic actors and providing
a foundation for sociability and solidarity, Marx sees exchange relations under capit-
alism as the root of social divisions. While exchange relations exist between parties
who are formally free and equal, the results of the market system are anything but
egalitarian.

Exchange relations are a type of social relation, according to Marx, in which
people meet each other in an objectified manner, stripped of more complex bases
of interaction. Because capitalism is a system in which people relate to each other
primarily as exchangers, it creates a shallow, material, and commoditized social order.
Money is a critical medium for forging exchange relations and facilitates the
appearance of parity in exchange while in fact alienating people from each other.

Both Smith and Marx were economic determinists; that is, they saw the nature
of society and social relations as generally determined by economic arrangements
(although in other works Smith expressed a more balanced view). Weber’s analysis
of capitalism sees interdependence between economic arrangements and social
arrangements. He argued that ideas, including religious ideas, might support a par-
ticular economic orientation. He studied world religions to try to understand why
capitalism emerged in the West, but not in societies such as India and China with
differing ethical bases. Weber located causal factors in an array of institutional arrange-
ments such as authority relations and ideologies. Capitalism, he argued, depends
on supportive social institutions and can only exist where they are found. Capitalist
striving and enterprise are not universal orientations.

In chapter 3, Weber argues that economic action is a type of social action; that
is, it is action oriented toward others and has meaning. Unlike Smith, who describes
exchange as being motivated by unspecified “interests,” and assumed that parties
to an exchange would or could be “indifferent” to each other, Weber believed that
exchange usually takes place between people who have historically developed
desires and relations. Understanding how a real economy works requires that one
understand the actual motivations of the exchangers and the nature of the relations
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between them. Even people who never expect to see each other again may act toward
each other in ways that are socially shaped.

Karl Polanyi, like Weber, did not believe that economy produces society, but rather
“that man’s economy, as a rule, is submerged in his social relationships.” More-
over, people do not act primarily to preserve their economic interests, but rather their
social standing. Economic behavior reflects the pursuit of social, not material gains.
Social orders and principles of different types lead to different forms of economic
organization in which people are embedded, and which therefore lead to different
patterns of economic action. His book The Great Transformation, which is excerpted
in chapter 4, is his attempt to understand how pre-modern social orders transformed
into a “market society,” a social order that “subordinate[s] the substance of society
itself to the laws of the market.” Where Smith saw the pursuit of material gain as
“natural,” Polanyi sees it as the product of a society that has marketized.



1 An Inquiry into the
Nature and Causes of
the Wealth of Nations

Adam Smith

Of the Division of Labour!

Division of The greatest improvement in the productive powers of labour, and the
labour is the — greater part of the skill, dexterity, and judgment with which it is any
great cause of . . L
“ts increased Where directed, or applied, seem to have been the effects of the divi-
powers, sion of labour.

as may be The effects of the division of labour, in the general business of soci-
z‘;ﬁzsmo J ety, will be more easily understood, by considering in what manner it
from a operates in some particular manufactures. It is commonly supposed
particular to be carried furthest in some very trifling ones; not perhaps that it
example, really is carried further in them than in others of more importance:

but in those trifling manufactures which are destined to supply the small wants
of but a small number of people, the whole number of workmen must necessarily
be small; and those employed in every different branch of the work can often be
collected into the same workhouse, and placed at once under the view of the spec-
tator. In those great manufactures, on the contrary, which are destined to supply
the great wants of the great body of the people, every different branch of the work
employs so great a number of workmen, that it is impossible to collect them all into
the same workhouse. We can seldom see more, at one time, than those employed
in one single branch. Though in such manufactures, therefore, the work may really
be divided into a much greater number of parts, than in those of a more trifling nature,
the division is not near so obvious, and has accordingly been much less observed.

such as pin- To take an example, therefore, from a very trifling manufacture; but
making. one in which the division of labour has been very often taken notice
of, the trade of the pin-maker; a workman not educated to this business (which the
division of labour has rendered a distinct trade), nor acquainted with the use of the
machinery employed in it (to the invention of which the same division of labour
has probably given occasion), could scarce, perhaps, with his utmost industry, make
one pin in a day, and certainly could not make twenty. But in the way in which this
business is now carried on, not only the whole work is a peculiar trade, but it is
divided into a number of branches, of which the greater part are likewise peculiar
trades. One man draws out the wire, another straights it, a third cuts it, a fourth
points it, a fifth grinds it at the top for receiving the head; to make the head requires

Original publication: Extracts from Smith, Adam, An Inquiry into the Nature and Causes of the Wealth
of Nations, ed. Edwin Cannan (Methuen, London, 1961).
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two or three distinct operations; to put it on, is a peculiar business, to whiten the
pins is another; it is even a trade by itself to put them into the paper; and the import-
ant business of making a pin is, in this manner, divided into about eighteen dis-
tinct operations, which, in some manufactories, are all performed by distinct hands,
though in others the same man will sometimes perform two or three of them. I have
seen a small manufactory of this kind where ten men only were employed, and where
some of them consequently performed two or three distinct operations. But though
they were very poor, and therefore but indifferently accommodated with the neces-
sary machinery, they could, when they exerted themselves, make among them about
twelve pounds of pins in a day. There are in a pound upwards of four thousand
pins of a middling size. Those ten persons, therefore, could make among them upwards
of forty-eight thousand pins in a day. Each person, therefore, making a tenth part
of forty-eight thousand pins, might be considered as making four thousand eight
hundred pins in a day. But if they had all wrought separately and independently,
and without any of them having been educated to this peculiar business, they cer-
tainly could not each of them have made twenty, perhaps not one pin in a day; that
is, certainly, not the two hundred and fortieth, perhaps not the four thousand eight
hundredth part of what they are at present capable of performing, in consequence
of a proper division and combination of their different operations.

The effect is In every other art and manufacture, the effects of the division of labour
similar in allare similar to what they are in this very trifling one; though, in many
trades and . .

also in the of them, the labour can neither be so much subdivided, nor reduced
division of to so great a simplicity of operation. The division of labour, however,
employments. 5o far as it can be introduced, occasions, in every art, a proportion-
able increase of the productive powers of labour. The separation of different trades
and employments from one another, seems to have taken place, in consequence of
this advantage. This separation too is generally carried furthest in those countries
which enjoy the highest degree of industry and improvement; what is the work of
one man in a rude state of society, being generally that of several in an improved
one. In every improved society, the farmer is generally nothing but a farmer; the
manufacturer, nothing but a manufacturer. The labour too which is necessary to
produce any one complete manufacture, is almost always divided among a great num-
ber of hands. How many different trades are employed in each branch of the linen and
woollen manufactures, from the growers of the flax and the wool, to the bleachers
and smoothers of the linen, or to the dyers and dressers of the cloth! The nature of
agriculture, indeed, does not admit of so many subdivisions of labour, nor of so com-
plete a separation of one business from another, as manufactures. It is impossible
to separate so entirely, the business of the grazier from that of the corn-farmer,
as the trade of the carpenter is commonly separated from that of the smith. The
spinner is almost always a distinct person from the weaver; but the ploughman,
the harrower, the sower of the seed, and the reaper of the corn, are often the same.
The occasions for those different sorts of labour returning with the different seasons
of the year, it is impossible that one man should be constantly employed in any one
of them. This impossibility of making so complete and entire a separation of all the
different branches of labour employed in agriculture, is perhaps the reason why the
improvement of the productive powers of labour in this art, does not always keep
pace with their improvement in manufactures. The most opulent nations, indeed,
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generally excel all their neighbours in agriculture as well as in manufactures; but
they are commonly more distinguished by their superiority in the latter than in the
former. Their lands are in general better cultivated, and having more labour and
expence bestowed upon them, produce more in proportion to the extent and natural
fertility of the ground. But this superiority of produce is seldom much more than
in proportion to the superiority of labour and expence. In agriculture, the labour of
the rich country is not always much more productive than that of the poor; or, at
least, it is never so much more productive, as it commonly is in manufactures. The
corn of the rich country, therefore, will not always, in the same degree of goodness,
come cheaper to market than that of the poor. The corn of Poland, in the same degree
of goodness, is as cheap as that of France, notwithstanding the superior opulence
and improvement of the latter country. The corn of France is, in the corn provinces,
fully as good, and in most years nearly about the same price with the corn of England,
though, in opulence and improvement, France is perhaps inferior to England. The
corn-lands of England, however, are better cultivated than those of France, and the
corn-lands of France are said to be much better cultivated than those of Poland. But
though the poor country, notwithstanding the inferiority of its cultivation, can, in
some measure, rival the rich in the cheapness and goodness of its corn, it can pre-
tend to no such competition in its manufactures; at least if those manufactures suit
the soil, climate, and situation of the rich country. The silks of France are better
and cheaper than those of England, because the silk manufacture, at least under
the present high duties upon the importation of raw silk, does not so well suit the
climate of England as that of France. But the hard-ware and the coarse woollens of
England are beyond all comparison superior to those of France, and much cheaper
too in the same degree of goodness. In Poland there are said to be scarce any manu-
factures of any kind, a few of those coarser household manufactures excepted,
without which no country can well subsist.
The advantage This great increase of the quantity of work which, in consequence of
is due to three  the division of labour, the same number of people are capable of per-
circumstances, . . . . . .
forming, is owing to three different circumstances; first to the increase
of dexterity in every particular workman; secondly, to the saving of the time which
is commonly lost in passing from one species of work to another; and lastly, to the
invention of a great number of machines which facilitate and abridge labour, and
enable one man to do the work of many.
(1) improved First, the improvement of the dexterity of the workman necessarily
dexterity, increases the quantity of the work he can perform; and the division
of labour, by reducing every man’s business to some one simple operation, and by
making this operation the sole employment of his life, necessarily increases very much
the dexterity of the workman. A common smith, who, though accustomed to handle
the hammer, has never been used to make nails, if upon some particular occasion
he is obliged to attempt it, will scarce, I am assured, be able to make above two or
three hundred nails in a day, and those too very bad ones. A smith who has been
accustomed to make nails, but whose sole or principal business has not been that
of a nailer, can seldom with his utmost diligence make more than eight hundred or
a thousand nails in a day. I have seen several boys under twenty years of age who
had never exercised any other trade but that of making nails, and who, when they
exerted themselves, could make, each of them, upwards of two thousand three
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hundred nails in a day. The making of a nail, however, is by no means one of the
simplest operations. The same person blows the bellows, stirs or mends the fire as
there is occasion, heats the iron, and forges every part of the nail: In forging the
head too he is obliged to change his tools. The different operations into which the
making of a pin, or of a metal button, is subdivided, are all of them much more
simple, and the dexterity of the person, of whose life it has been the sole business
to perform them, is usually much greater. The rapidity with which some of the
operations of those manufactures are performed, exceeds what the human hand could,
by those who had never seen them, be supposed capable of acquiring.

(2) saving of Secondly, the advantage which is gained by saving the time com-
time, monly lost in passing from one sort of work to another, is much greater
than we should at first view be apt to imagine it. It is impossible to pass very quickly
from one kind of work to another; that is carried on in a different place, and with quite
different tools. A country weaver, who cultivates a small farm, must lose a good deal
of time in passing from his loom to the field, and from the field to his loom. When
the two trades can be carried on in the same workhouse, the loss of time is no doubt
much less. It is even in this case, however, very considerable. A man commonly saun-
ters a little in turning his hand from one sort of employment to another. When he
first begins the new work he is seldom very keen and hearty; his mind, as they say,
does not go to it, and for some time he rather trifles than applies to good purpose.
The habit of sauntering and of indolent careless application, which is naturally, or
rather necessarily acquired by every country workman who is obliged to change his
work and his tools every half hour, and to apply his hand in twenty different ways
almost every day of his life; renders him almost always slothful and lazy, and inca-
pable of any vigorous application even on the most pressing occasions. Independent,
therefore, of his deficiency in point of dexterity, this cause alone must always reduce
considerably the quantity of work which he is capable of performing.

and (3) Thirdly, and lastly, every body must be sensible how much labour
application is facilitated and abridged by the application of proper machinery. It
of machinery, . .

invented by 1S Unnecessary to give any example. I shall only observe, therefore, that
workmen, the invention of all those machines by which labour is so much facil-
itated and abridged, seems to have been originally owing to the division of labour.
Men are much more likely to discover easier and readier methods of attaining any
object, when the whole attention of their minds is directed towards that single object,
than when it is dissipated among a great variety of things. But in consequence of
the division of labour, the whole of every man’s attention comes naturally to be directed
towards some one very simple object. It is naturally to be expected, therefore, that
some one or other of those who are employed in each particular branch of labour
should soon find out easier and readier methods of performing their own particu-
lar work, wherever the nature of it admits of such improvement. A great part of the
machines made use of in those manufactures in which labour is most subdivided,
were originally the inventions of common workmen, who, being each of them
employed in some very simple operation, naturally turned their thoughts towards
finding out easier and readier methods of performing it. Whoever has been much
accustomed to visit such manufactures, must frequently have been shewn very
pretty machines, which were the inventions of such workmen, in order to facilitate
and quicken their own particular part of the work. In the first fire-engines, a boy
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was constantly employed to open and shut alternately the communication between
the boiler and the cylinder, according as the piston either ascended or descended.
One of those boys, who loved to play with his companions, observed that, by try-
ing a string from the handle of the valve which opened this communication to another
part of the machine, the valve would open and shut without his assistance, and leave
him at liberty to divert himself with his playfellows. One of the greatest improve-
ments that has been made upon this machine, since it was first invented, was in this
manner the discovery of a boy who wanted to save his own labour.
or by All the improvements in machinery, however, have by no means been
machine- the inventions of those who had occasion to use the machines. Many
makers and . . .
philosophers.  improvements have been made by the ingenuity of the makers of the
machines, when to make them became the business of a peculiar
trade; and some by that of those who are called philosophers or men of specula-
tion, whose trade it is not to do any thing, but to observe every thing; and who,
upon that account, are often capable of combining together the powers of the most
distant and dissimilar objects. In the progress of society, philosophy or speculation
becomes, like every other employment, the principal or sole trade and occupation
of a particular class of citizens. Like every other employment too, it is subdivided
into a great number of different branches, each of which affords occupation to a
peculiar tribe or class of philosophers; and this subdivision of employment in phi-
losophy, as well as in every other business, improves dexterity, and saves time. Each
individual becomes more expert in his own peculiar branch, more work is done upon
the whole, and the quantity of science is considerably increased by it.

Hence the It is the great multiplication of the productions of all the different
universal arts, in consequence of the division of labour, which occasions, in a
opulence of a . . . .

well-governed well-governed society, that universal opulence which extends itself to
society, the lowest ranks of the people. Every workman has a great quantity

of his own work to dispose of beyond what he himself has occasion for; and every
other workman being exactly in the same situation, he is enabled to exchange a
great quantity of his own goods for a great quantity, or, what comes to the same
thing, for the price of a great quantity of theirs. He supplies them abundantly with
what they have occasion for, and they accommodate him as amply with what he
has occasion for, and a general plenty diffuses itself through all the different ranks
of the society.

even the day- Observe the accommodation of the most common artificer or
labourer’s day-labourer in a civilized and thriving country, and you will perceive
coat being that the number of people of whose industry a part, though but a small
the produce u peop ot w Industry P s ug ut

of a vast part, has been employed in procuring him this accommodation, ex-
”W‘kbe’ of ceeds all computation. The woollen coat, for example, which covers
WOrrRmen.

the day-labourer, as coarse and rough as it may appear, is the pro-
duce of the joint labour of a great multitude of workmen. The shepherd, the sorter
of the wool, the wool-comber or carder, the dyer, the scribbler, the spinner, the weaver,
the fuller, the dresser, with many others, must all join their different arts in order to
complete even this homely production. How many merchants and carriers, besides,
must have been employed in transporting the materials from some of those work-
men to others who often live in a very distant part of the country! how much com-
merce and navigation in particular, how many ship-builders, sailors, sail-makers,
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rope-makers, must have been employed in order to bring together the different drugs
made use of by the dyer, which often come from the remotest corners of the world!
What a variety of labour too is necessary in order to produce the tools of the mean-
est of those workmen! To say nothing of such complicated machines as the ship of
the sailor, the mill of the fuller, or even the loom of the weaver, let us consider only
what a variety of labour is requisite in order to form that very simple machine, the
shears with which the shepherd clips the wool. The miner, the builder of the fur-
nace for smelting the ore, the feller of the timber, the burner of the charcoal to be
made use of in the smelting-house, the brick-maker, the brick-layer, the workmen
who attend the furnace, the mill-wright, the forger, the smith, must all of them join
their different arts in order to produce them. Were we to examine, in the same
manner, all the different parts of his dress and household furniture, the coarse linen
shirt which he wears next his skin, the shoes which cover his feet, the bed which he
lies on, and all the different parts which compose it, the kitchen-grate at which he
prepares his victuals, the coals which he makes use of for that purpose, dug from
the bowels of the earth, and brought to him perhaps by a long sea and a long land
carriage, all the other utensils of his kitchen, all the furniture of his table, the knives
and forks, the earthen or pewter plates upon which he serves up and divides his
victuals, the different hands employed in preparing his bread and his beer, the glass
window which lets in the heat and the light, and keeps out the wind and the rain,
with all the knowledge and art requisite for preparing that beautiful and happy inven-
tion, without which these northern parts of the world could scarce have afforded a
very comfortable habitation, together with the tools of all the different workmen
employed in producing those different conveniencies; if we examine, I say, all these
things, and consider what a variety of labour is employed about each of them, we
shall be sensible that without the assistance and co-operation of many thousands,
the very meanest person in a civilized country could not be provided, even accord-
ing to what we very falsely imagine, the easy and simple manner in which he is com-
monly accommodated. Compared, indeed, with the more extravagant luxury of the
great, his accommodation must no doubt appear extremely simple and easy; and yet
it may be true, perhaps, that the accommodation of an European prince does not
always so much exceed that of an industrious and frugal peasant, as the accommo-
dation of the latter exceeds that of many an African king, the absolute master of
the lives and liberties of ten thousand naked savages.

Of the Principle which Gives Occasion to the Division of Labour

The division ~ This division of labour, from which so many advantages are derived,

of labour is not originally the effect of any human wisdom, which foresees and
arises froma . S . .
propensity intends that general opulence to which it gives occasion. It is the nec-
in buman essary, though very slow and gradual, consequence of a certain pro-
nature to pensity in human nature which has in view no such extensive utility;
exchange. . .

the propensity to truck, barter, and exchange one thing for another.
This Whether this propensity be one of those original principles in

propensity is  human nature, of which no further account can be given; or whether,

found in man .

dlone. as seems more probable, it be the necessary consequence of the fac-
ulties of reason and speech, it belongs not to our present subject to
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enquire. It is common to all men, and to be found in no other race of animals, which
seem to know neither this nor any other species of contracts. Two greyhounds, in
running down the same hare, have sometimes the appearance of acting in some sort
of concert. Each turns her towards his companion, or endeavours to intercept her
when his companion turns her towards himself. This, however, is not the effect of
any contract, but of the accidental concurrence of their passions in the same object
at that particular time. Nobody ever saw a dog make a fair and deliberate exchange
of one bone for another with another dog. Nobody ever saw one animal by its ges-
tures and natural cries signify to another, this is mine, that yours; I am willing to
give this for that. When an animal wants to obtain something either of a man or of
another animal, it has no other means of persuasion but to gain the favour of those
whose service it requires. A puppy fawns upon its dam, and a spaniel endeavours
by a thousand attractions to engage the attention of its master who is at dinner,
when it wants to be fed by him. Man sometimes uses the same arts with his
brethren, and when he has no other means of engaging them to act according to his
inclinations, endeavours by every servile and fawning attention to obtain their good
will. He has not time, however, to do this upon every occasion. In civilized society
he stands at all times in need of the co-operation and assistance of great multitudes,
while his whole life is scarce sufficient to gain the friendship of a few persons. In
almost every other race of animals each individual, when it is grown up to matu-
rity, is entirely independent, and in its natural state has occasion for the assistance
of no other living creature. But man has almost constant occasion for the help of
his brethren, and it is in vain for him to expect it from their benevolence only. He
will be more likely to prevail if he can interest their self-love in his favour, and show
them that it is for their own advantage to do for him what he requires of them.
Whoever offers to another a bargain of any kind, proposes to do this. Give me that
which I want, and you shall have this which you want, is the meaning of every such
offer; and it is in this manner that we obtain from one another the far greater part
of those good offices which we stand in need of. It is not from the benevolence of
the butcher, the brewer, or the baker, that we expect our dinner, but from their regard
to their own interest. We address ourselves, not to their humanity but to their self-
love, and never talk to them of our own necessities but of their advantages. Nobody
but a beggar chuses to depend chiefly upon the benevolence of his fellow-citizens.
Even a beggar does not depend upon it entirely. The charity of well-disposed peo-
ple, indeed, supplies him with the whole fund of his subsistence. But though this
principle ultimately provides him with all the necessaries of life which he has occa-
sion for, it neither does nor can provide him with them as he has occasion for them.
The greater part of his occasional wants are supplied in the same manner as those
of other people, by treaty, by barter, and by purchase. With the money which one
man gives him he purchases food. The old cloaths which another bestows upon
him he exchanges for other old cloaths which suit him better, or for lodging, or for
food, or for money, with which he can buy either food, cloaths, or lodging, as he
has occasion.

It is encouraged ~ As it is by treaty, by barter, and by purchase, that we obtain from
22: ds‘;ifa Z;t‘;(’)e“ one another the greater part of those mutual good offices which we
division of stand in need of, so it is this same trucking disposition which origin-
labour, ally gives occasion to the division of labour. In a tribe of hunters or
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shepherds a particular person makes bows and arrows, for example, with more readi-
ness and dexterity than any other. He frequently exchanges them for cattle or for veni-
son with his companions; and he finds at last that he can in this manner get more
cattle and venison, than if he himself went to the field to catch them. From a regard
to his own interest, therefore, the making of bows and arrows grows to be his chief
business, and he becomes a sort of armourer. Another excels in making the frames
and covers of their little huts or moveable houses. He is accustomed to be of use in
this way to his neighbours, who reward him in the same manner with cattle and
with venison, till at last he finds it his interest to dedicate himself entirely to this
employment, and to become a sort of house-carpenter. In the same manner a third
becomes a smith or a brazier; a fourth a tanner or dresser of hides or skins, the prin-
cipal part of the clothing of savages. And thus the certainty of being able to exchange
all that surplus part of the produce of his own labour, which is over and above
his own consumption, for such parts of the produce of other men’s labour as he
may have occasion for, encourages every man to apply himself to a particular
occupation, and to cultivate and bring to perfection whatever talent or genius he
may possess for that particular species of business.

thus giving The difference of natural talents in different men is, in reality, much
rise 1o less than we are aware of; and the very different genius which appears
differences of . Jistinguish men of different professions, when grown up to matur-
talent more to disting 1t p > g P

important ity, is not upon many occasions so much the cause, as the effect of
th‘;” t’;e the division of labour. The difference between the most dissimilar
natura .

differences, characters, between a philosopher and a common street porter, for

example, seems to arise not so much from nature, as from habit, cus-
tom, and education. When they came into the world, and for the first six or eight
years of their existence, they were perhaps, very much alike, and neither their par-
ents nor playfellows could perceive any remarkable difference. About that age, or
soon after, they come to be employed in very different occupations. The difference
of talents comes then to be taken notice of, and widens by degrees, till at last the
vanity of the philosopher is willing to acknowledge scarce any resemblance. But with-
out the disposition to truck, barter, and exchange, every man must have procured
to himself every necessary and conveniency of life which he wanted. All must have
had the same duties to perform, and the same work to do, and there could have
been no such difference of employment as could alone give occasion to any great
difference of talents.

and rendering As it is this disposition which forms that difference of talents, so
those remarkable among men of different professions, so it is this same dis-
differences

position which renders that difference useful. Many tribes of animals
acknowledged to be all of the same species, derive from nature a much
more remarkable distinction of genius, than what, antecedent to custom and educa-
tion, appears to take place among men. By nature a philosopher is not in genius and
disposition half so different from a street porter, as a mastiff is from a greyhound,
or a greyhound from a spaniel, or this last from a shepherd’s dog. Those different
tribes of animals, however, though all of the same species, are of scarce any use to
one another. The strength of the mastiff is not in the least supported either by the
swiftness of the greyhound, or by the sagacity of the spaniel, or by the docility of
the shepherd’s dog. The effects of those different geniuses and talents, for want of

useful.
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the power or disposition to barter and exchange, cannot be brought into a common
stock, and do not in the least contribute to the better accommodation and con-
veniency of the species. Each animal is still obliged to support and defend itself,
separately and independently, and derives no sort of advantage from that variety of
talents with which nature has distinguished its fellows. Among men, on the con-
trary, the most dissimilar geniuses are of use to one another; the different produces
of their respective talents, by the general disposition to truck, barter, and exchange,
being brought, as it were, into a common stock, where every man may purchase
whatever part of the produce of other men’s talents he has occasion for.

Of the Natural and Market Price of Commodities

Ordinary or ~ There is in every society or neighbourhood an ordinary or average rate
average rates  hoth of wages and profit in every different employment of labour and
;’;Ou;;iges’ stock. This rate is naturally regulated, as I shall show hereafter, partly
by the general circumstances of the society, their riches or poverty, their
advancing, stationary, or declining condition; and partly by the particular nature of
each employment.
and rent There is likewise in every society or neighbourhood an ordinary or
average rate of rent, which is regulated too, as I shall show hereafter, partly by the
general circumstances of the society or neighbourhood in which the land is situated,

and partly by the natural or improved fertility of the land.

may be called These ordinary or average rates may be called the natural rates of wages,
natural rates,  profit, and rent, at the time and place in which they commonly prevail.
to pay which When the price of any commodity is neither more nor less than what

a corlrgzlm?c{;'ty is sufficient to pay the rent of the land, the wages of the labour, and
a . .« . . . .
il p?’li Cse’ the profits of the §t0ck emp_loyed in raising, preparing, a}nd' bringing it
to market, according to their natural rates, the commodity is then sold
for what may be called its natural price.

or for what it The commodity is then sold precisely for what it is worth, or for
’e]‘;lb;) costs,  what it really costs the person who brings it to market; for though in
Z C;Z des common language what is called the prime cost of any commodity does
profit, not comprehend the profit of the person who is to sell it again, yet if

he sells it at a price which does not allow him the ordinary rate of profit in his
neighbourhood, he is evidently a loser by the trade; since by employing his stock in
some other way he might have made that profit. His profit, besides, is his revenue,
the proper fund of his subsistence. As, while he is preparing and bringing the goods
to market, he advances to his workmen their wages, or their subsistence; so he advances
to himself, in the same manner, his own subsistence, which is generally suitable to
the profit which he may reasonably expect from the sale of his goods. Unless they
yield him this profit, therefore, they do not repay him what they may very properly
be said to have really cost him.

since no one Though the price, therefore, which leaves him this profit, is not always
will go on the lowest at which a dealer may sometimes sell his goods, it is the
selling . .. . .

without lowest at which he is likely to sell them for any considerable time; at
profit. least where there is perfect liberty, or where he may change his trade

as often as he pleases.
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Market price The actual price at which any commodity is commonly sold is called
its market price. It may either be above, or below, or exactly the same with its
natural price.

is regulated The market price of every particular commodity is regulated by the
by th;"‘t proportion between the quantity which is actually brought to market,
quantity

brought to and the demand of those who are willing to pay the natural price of
market and the commodity, or the whole value of the rent, labour, and profit, which
Z’;ﬂ 212:3“”“1 must be paid in order to bring it thither. Such people may be called

: the effectual demanders, and their demand the effectual demand;
since it may be sufficient to effectuate the bringing of the commodity to market. It
is different from the absolute demand. A very poor man may be said in some sense
to have a demand for a coach and six; he might like to have it; but his demand is
not an effectual demand, as the commodity can never be brought to market in order
to satisfy it.

When the When the quantity of any commodity which is brought to market
quantity falls short of the effectual demand, all those who are willing to pay
brought falls h . Ly

shortof the  the whole value of the rent, wages, and profit, which must be paid in
effectual order to bring it thither, cannot be supplied with the quantity which

f;;:’g:td’ rtf’c‘; they want. Rather than want it altogether, some of them will be will-
rises abgve ing to give more. A competition will immediately begin among them,
the natural; and the market price will rise more or less above the natural price,
according as either the greatness of the deficiency, or the wealth and wanton lux-
ury of the competitors, happen to animate more or less the eagerness of the com-
petition. Among competitors of equal wealth and luxury the same deficiency will
generally occasion a more or less eager competition, according as the acquisition of
the commodity happens to be of more or less importance to them. Hence the exor-
bitant price of the necessaries of life during the blockade of a town or in a famine.

when it When the quantity brought to market exceeds the effectual
e}’(‘;"’etds ltbe demand, it cannot be all sold to those who are willing to pay the whole
efrectua

demand the  Value of the rent, wages and profit, which must be paid in order to
market price bring it thither. Some part must be sold to those who are willing to
falls below pay less, and the low price which they give for it must reduce the price
the natural; . . .

of the whole. The market price will sink more or less below the nat-
ural price, according as the greatness of the excess increases more or less the com-
petition of the sellers, or according as it happens to be more or less important to
them to get immediately rid of the commodity. The same excess in the importation
of perishable, will occasion a much greater competition than in that of durable com-
modities; in the importation of oranges, for example, than in that of old iron.
when it is When the quantity brought to market is just sufficient to supply the
just equal to  effectual demand and no more, the market price naturally comes to
the effectual . . .
demand the be either exactly, or as nearly as can be judged of, the same with the
market and natural price. The whole quantity upon hand can be disposed of for
natural price this price, and cannot be disposed of for more. The competition of the
coincide. . . . .

different dealers obliges them all to accept of this price, but does not

It ?t‘“t;"“ll]fyt oblige them to accept of less.
;Z; Se;fZim a? The quantity of every commodity brought to market naturally suits

demand. itself to the effectual demand. It is the interest of all those who
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employ their land, labour, or stock, in bringing any commodity to market, that the
quantity never should exceed the effectual demand; and it is the interest of all other
people that it never should fall short of that demand.

When it If at any time it exceeds the effectual demand, some of the compo-
exceeds that - pent parts of its price must be paid below their natural rate. If it is

d d, . 1 . .
SSZZZ,( e  rent, the interest of Fhe landlords .w1.ll ¥mmedlately prompt them to with-
component draw a part of their land; and if it is wages or profit, the interest of
parts of its the labourers in the one case, and of their employers in the other, will
price are . . .
below their prompt them to withdraw a part of their labour or stock from this

natural rate; ~ employment. The quantity brought to market will soon be no more
than sufficient to supply the effectual demand. All the different parts of its price will
rise to their natural rate, and the whole price to its natural price.

when it falls If, on the contrary, the quantity brought to market should at any
Slﬁrht) some time fall short of the effectual demand, some of the component parts
gompeonent of its price must rise above their natural rate. If it is rent, the interest
parts are of all other landlords will naturally prompt them to prepare more land
above their for the raising of this commodity; if it is wages or profit, the interest

natural rate. ¢ a1l other labourers and dealers will soon prompt them to employ

more labour and stock in preparing and bringing it to market. The quantity brought
thither will soon be sufficient to supply the effectual demand. All the different parts
of its price will soon sink to their natural rate, and the whole price to its natural

price.

Natural price The natural price, therefore, is, as it were, the central price, to which
is the central  the prices of all commodities are continually gravitating. Different acci-
price 10 dents may sometimes keep them suspended d deal above it, and
which actual ents may sometimes keep them suspended a good deal above it, a
prices sometimes force them down even somewhat below it. But whatever
gravitate. may be the obstacles which hinder them from settling in this center of

repose and continuance, they are constantly tending towards it.

Note

1 This phrase, if used at all before this time, was not a familiar one. Its presence here is
probably due to a passage in Mandeville, Fable of the Bees, pt. ii. (1729), dial. vi., p. 335:
“CLEO. . . . When once men come to be governed by written laws, all the rest comes on
apace . . . No number of men, when once they enjoy quiet, and no man needs to fear his
neighbour, will be long without learning to divide and subdivide their labour. Hor. I don’t
understand you. CLEO. Man, as I have hinted before, naturally loves to imitate what he
sees others do, which is the reason that savage people all do the same thing: this hinders
them from meliorating their condition, though they are always wishing for it: but if one
will wholly apply himself to the making of bows and arrows, whilst another provides food,
a third builds huts, a fourth makes garments, and a fifth utensils, they not only become
useful to one another, but the callings and employments themselves will, in the same num-
ber of years, receive much greater improvements, than if all had been promiscuously fol-
lowed by every one of the five. Hor. I believe you are perfectly right there; and the truth
of what you say is in nothing so conspicuous as it is in watch-making, which is come to
a higher degree of perfection than it would have been arrived at yet, if the whole had
always remained the employment of one person; and I am persuaded that even the plenty
we have of clocks and watches, as well as the exactness and beauty they may be made of,
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are chiefly owing to the division that has been made of that art into many branches.” The
index contains, “Labour, The usefulness of dividing and subdividing it”. Joseph Harris,
Essay upon Money and Coins, 1757, pt. i., § 12, treats of the “usefulness of distinct trades,”
or “the advantages accruing to mankind from their betaking themselves severally to dif-
ferent occupations,” but does not use the phrase “division of labour”.



2 Grundrisse: Foundations
of the Critique of Political
Economy

Karl Marx

Selections from the Chapter on Capital'

From the beginnings of civilization, men have fixed the exchange value of the products of
their labour not by comparison with the products offered in exchange, but by comparison
with a product they preferred. (Ganilh, 13,9)

Simple exchange. Relations between exchangers. Harmonies of equality,
freedom, etc. (Bastiat, Proudhon)

The special difficulty in grasping money in its fully developed character as money -
a difficulty which political economy attempts to evade by forgetting now one, now
another aspect, and by appealing to one aspect when confronted with another - is
that a social relation, a definite relation between individuals, here appears as a metal,
a stone, as a purely physical, external thing which can be found, as such, in nature,
and which is indistinguishable in form from its natural existence. Gold and silver, in
and of themselves, are not money. Nature does not produce money, any more than
it produces a rate of exchange or a banker. In Peru and Mexico gold and silver did
not serve as money, although it does appear here as jewellery, and there is a developed
system of production. To be money is not a natural attribute of gold and silver, and
is therefore quite unknown to the physicist, chemist etc. as such. But money is directly
gold and silver. Regarded as a measure, money still predominates in its formal qual-
ity; even more so as coin, where this appears externally on its face impression;
but in its third aspect, i.e. in its perfection, where to be measure and coinage appear
as functions of money alone, there all formal character has vanished, or directly
coincides with its metallic existence. It is not at all apparent on its face that its
character of being money is merely the result of social processes; it is money. This
is all the more difficult since its immediate use value for the living individual stands
in no relation whatever to this role, and because, in general, the memory of use value,
as distinct from exchange value, has become entirely extinguished in this incarna-
tion of pure exchange value. Thus the fundamental contradiction contained in
exchange value, and in the social mode of production corresponding to it, here emerges
in all its purity. We have already criticized the attempts made to overcome this
contradiction by depriving money of its metallic form, by positing it outwardly, as
well, as something posited by society, as the expression of a social relation, whose

Original publication: Extracts from Marx, Grundrisse: Foundations of the Critique of Political Economy,
trans. Martin Nicolaus (Vintage Books, New York, 1973).
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ultimate form would be that of labour-money. It must by now have become entirely
clear that this is a piece of foolishness as long as exchange value is retained as the
basis, and that, moreover, the illusion that metallic money allegedly falsifies exchange
arises out of total ignorance of its nature. It is equally clear, on the other side, that
to the degree to which opposition against the ruling relations of production grows,
and these latter themselves push ever more forcibly to cast off their old skin - to
that degree, polemics are directed against metallic money or money in general, as
the most striking, most contradictory and hardest phenomenon which is presented
by the system in a palpable form. One or another kind of artful tinkering with money
is then supposed to overcome the contradictions of which money is merely the
perceptible appearance. Equally clear that some revolutionary operations can be
performed with money, in so far as an attack on it seems to leave everything else
as it was, and only to rectify it. Then one strikes a blow at the sack, intending the
donkey. However, as long as the donkey does not feel the blows on the sack, one
hits in fact only the sack and not the donkey. As soon as he feels it, one strikes the
donkey and not the sack. As long as these operations are directed against money as
such, they are merely an attack on consequences whose causes remain unaffected;
i.e. disturbance of the productive process, whose solid basis then also has the
power, by means of a more or less violent reaction, to define and to dominate these
as mere passing disturbances.

On the other hand, it is in the character of the money relation — as far as it is
developed in its purity to this point, and without regard to more highly developed
relations of production — that all inherent contradictions of bourgeois society
appear extinguished in money relations as conceived in a simple form; and bour-
geois democracy even more than the bourgeois economists takes refuge in this aspect
(the latter are at least consistent enough to regress to even simpler aspects of
exchange value and exchange) in order to construct apologetics for the existing eco-
nomic relations. Indeed, in so far as the commodity or labour is conceived of only
as exchange value, and the relation in which the various commodities are brought
into connection with one another is conceived as the exchange of these exchange
values with one another, as their equation, then the individuals, the subjects between
whom this process goes on, are simply and only conceived of as exchangers. As
far as the formal character is concerned, there is absolutely no distinction between
them, and this is the economic character, the aspect in which they stand towards
one another in the exchange relation; it is the indicator of their social function or
social relation towards one another. Each of the subjects is an exchanger; i.e. each
has the same social relation towards the other that the other has towards him. As
subjects of exchange, their relation is therefore that of equality. It is impossible to
find any trace of distinction, not to speak of contradiction, between them; not even
a difference. Furthermore, the commodities which they exchange are, as exchange
values, equivalent, or at least count as such (the most that could happen would be
a subjective error in the reciprocal appraisal of values, and if one individual, say,
cheated the other, this would happen not because of the nature of the social func-
tion in which they confront one another, for this is the same, in this they are equal,
but only because of natural cleverness, persuasiveness etc., in short only the purely
individual superiority of one individual over another. The difference would be one
of natural origin, irrelevant to the nature of the relation as such, and it may be said
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in anticipation of further development, the difference is even lessened and robbed
of its original force by competition etc.). As regards the pure form, the economic
side of this relation — the content, outside this form, here still falls entirely outside
economics, or is posited as a natural content distinct from the economic, a content
about which it may be said that it is still entirely separated from the economic rela-
tion because it still directly coincides with it — then only three moments emerge as
formally distinct: the subjects of the relation, the exchangers (posited in the same
character); the objects of their exchange, exchange values, equivalents, which not
only are equal but are expressly supposed to be equal, and are posited as equal; and
finally the act of exchange itself, the mediation by which the subjects are posited as
exchangers, equals, and their objects as equivalents, equal. The equivalents are the
objectification [ Vergegenstiandlichung| of one subject for another; i.e. they themselves
are of equal worth, and assert themselves in the act of exchange as equally worthy,
and at the same time as mutually indifferent. The subjects in exchange exist for one
another only through these equivalents, as of equal worth, and prove themselves to
be such through the exchange of the objectivity in which the one exists for the other.
Since they only exist for one another in exchange in this way, as equally worthy
persons, possessors of equivalent things, who thereby prove their equivalence, they
are, as equals, at the same time also indifferent to one another; whatever other
individual distinction there may be does not concern them; they are indifferent to
all their other individual peculiarities. Now, as regards the content outside the
act of exchange (an act which constitutes the positing as well as the proving of the
exchange values and of the subjects as exchangers), this content, which falls outside
the specifically economic form, can only be: (1) The natural particularity of the com-
modity being exchanged. (2) The particular natural need of the exchangers, or, both
together, the different use values of the commodities being exchanged. The content
of the exchange, which lies altogether outside its economic character, far from endan-
gering the social equality of individuals, rather makes their natural difference into
the basis of their social equality. If individual A had the same need as individual B,
and if both had realized their labour in the same object, then no relation whatever
would be present between them; considering only their production, they would not
be different individuals at all. Both have the need to breathe; for both the air exists
as atmosphere; this brings them into no social contact; as breathing individuals they
relate to one another only as natural bodies, not as persons. Only the differences
between their needs and between their production gives rise to exchange and to their
social equation in exchange; these natural differences are therefore the precondition
of their social equality in the act of exchange, and of this relation in general, in which
they relate to one another as productive.

Transition from circulation to capitalist production. — Capital
objectified labour etc. — Sum of values for production of values

This movement appears in different forms, not only historically, as leading towards
value-producing labour, but also within the system of bourgeois production itself,
i.e. production for exchange value. With semi-barbarian or completely barbarian
peoples, there is at first interposition by trading peoples, or else tribes whose
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production is different by nature enter into contact and exchange their superfluous
products. The former case is a more classical form. Let us therefore dwell on it. The
exchange of the overflow is a traffic which posits exchange and exchange value. But
it extends only to the overflow and plays an accessory role to production itself. But
if the trading peoples who solicit exchange appear repeatedly (the Lombards,
Normans etc. play this role towards nearly all European peoples), and if an ongo-
ing commerce develops, although the producing people still engages only in so-called
passive trade, since the impulse for the activity of positing exchange values comes
from the outside and not from the inner structure of its production, then the sur-
plus of production must no longer be something accidental, occasionally present,
but must be constantly repeated; and in this way domestic production itself takes
on a tendency towards circulation, towards the positing of exchange values. At first
the effect is of a more physical kind. The sphere of needs is expanded; the aim is
the satisfaction of the new needs, and hence greater regularity and an increase of
production. The organization of domestic production itself is already modified by
circulation and exchange value; but it has not yet been completely invaded by them,
either over the surface or in depth. This is what is called the civilizing influence of
external trade. The degree to which the movement towards the establishment of
exchange value then attacks the whole of production depends partly on the intens-
ity of this external influence, and partly on the degree of development attained by
the elements of domestic production — division of labour etc. In England, for example,
the import of Netherlands commodities in the sixteenth century and at the beginning
of the seventeenth century gave to the surplus of wool which England had to provide
in exchange, an essential, decisive role. In order then to produce more wool, cultiv-
ated land was transformed into sheep-walks, the system of small tenant-farmers was
broken up etc., clearing of estates took place etc. Agriculture thus lost the charac-
ter of labour for use value, and the exchange of its overflow lost the character of
relative indifference in respect to the inner construction of production. At certain
points, agriculture itself became purely determined by circulation, transformed
into production for exchange value. Not only was the mode of production altered
thereby, but also all the old relations of population and of production, the economic
relations which corresponded to it, were dissolved. Thus, here was a circulation which
presupposed a production in which only the overflow was created as exchange value;
but it turned into a production which took place only in connection with circula-
tion, a production which posited exchange values as its exclusive content.

On the other hand, in modern production, where exchange value and developed
circulation are presupposed, it is prices which determine production on one side,
and production which determines prices on the other.

When it is said that capital “is accumulated (realized) labour (properly, objectified
[vergegenstindlichte] labour), which serves as the means for new labour (produc-
tion)”,’ then this refers to the simple material of capital, without regard to the for-
mal character without which it is not capital. This means nothing more than that
capital is an instrument of production, for, in the broadest sense, every object,
including those furnished purely by nature, e.g. a stone, must first be appropriated by
some sort of activity before it can function as an instrument, as means of produc-
tion. According to this, capital would have existed in all forms of society, and is
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something altogether unhistorical. Hence every limb of the body is capital, since each
of them not only has to be developed through activity, labour, but also nourished,
reproduced, in order to be active as an organ. The arm, and especially the hand, are
then capital. Capital would be only a new name for a thing as old as the human
race, since every form of labour, including the least developed, hunting, fishing, etc.,
presupposes that the product of prior labour is used as means for direct, living labour.
A further characteristic contained in the above definition is that the material stuff
of products is entirely abstracted away, and that antecedent labour itself is regarded
as its only content (matter); in the same way, abstraction is made from the particu-
lar, special purpose for which the making of this product is in its turn intended
to serve as means, and merely production in general is posited as purpose. All these
things only seemed a work of abstraction, which is equally valid in all social condi-
tions and which merely leads the analysis further and formulates it more abstractly
(generally) than is the usual custom. If, then, the specific form of capital is abstracted
away, and only the content is emphasized, as which it is a necessary moment of all
labour, then of course nothing is easier than to demonstrate that capital is a neces-
sary condition for all human production. The proof of this proceeds precisely by
abstraction from the specific aspects which make it the moment of a specifically
developed historic stage of human production. The catch is that if all capital is
objectified labour which serves as means for new production, it is not the case that
all objectified labour which serves as means for new production is capital. Capital
is conceived as a thing, not as a relation.

If it is said on the other hand that capital is a sum of values used for the produc-
tion of values, then this means: capital is self-reproducing exchange value. But, form-
ally, exchange value reproduces itself even in simple circulation. This explanation,
it is true, does contain the form wherein exchange value is the point of departure,
but the connection with the content (which, with capital, is not, as in the case of
simple exchange value, irrelevant) is dropped. If it is said that capital is exchange
value which produces profit, or at least has the intention of producing a profit, then
capital is already presupposed in its explanation, for profit is a specific relation of
capital to itself. Capital is not a simple relation, but a process, in whose various
moments it is always capital. This process therefore to be developed. Already in accu-
mulated labour, something has sneaked in, because, in its essential characteristic, it
should be merely objectified labour, in which, however, a certain amount of labour
is accumulated. But accumulated labour already comprises a quantity of objects in
which labour is realized.

“At the beginning everyone was content, since exchange extended only to objects
which had no value for each exchanger: no significance was assigned to objects other
than those which were without value for each exchanger; no significance was
assigned to them, and each was satisfied to receive a useful thing in exchange for a
thing without utility. But after the division of labour had made every one into a mer-
chant and society into a commercial society, no one wanted to give up his products
except in return for their equivalents; it thus became necessary, in order to deter-
mine this equivalent, to know the value of the thing received” (Ganilh, 12, b).* This
means in other words that exchange did not stand still with the formal positing of
exchange values, but necessarily advanced towards the subjection of production itself
to exchange value.



FOUNDATIONS OF THE CRITIQUE OF POLITICAL ECONOMY 23

Notes

1 The first few pages of the Chapter on Capital (pp. 239-50) were entitled by Marx “Chapter
on Money as Capital”.

2 Charles Ganilh (1758-1836; French neo-Mercantilist economist, an advocate of the
Napoleonic Continental System), Des systemes d’économie politique, de leurs incon-
véniences, de leurs avantages, et de la doctrine la plus favorable aux progres de la richesse
des nations, Paris, 1809, Vol. II, pp. 64-5.

3 Adam Smith, Wealth of Nations, Vol. II, pp. 355-6.

4 The reference is to Marx’s own excerpt-book; the quotation is from Ganilh, Des systémes
d’économie politique, Vol. 11, pp. 11-12.



3 Economy and Society:
An Outline of
Interpretive Sociology

Max Weber

Economic Action

The concept of economic action

1. Action will be said to be “economically oriented” so far as, according to its
subjective meaning, it is concerned with the satisfaction of a desire for “utilities”
(Nutzleistungen). “Economic action” (Wirtschaften) is any peaceful exercise of
an actor’s control over resources which is in its main impulse oriented towards eco-
nomic ends. “Rational economic action” requires instrumental rationality in this
orientation, that is, deliberate planning. We will call autocephalous economic action
an “economy” (Wirtschaft), and an organized system of continuous economic action
an “economic establishment” (Wirtschaftsbetrieb).

2. The definition of economic action must be as general as possible and must
bring out the fact that all “economic” processes and objects are characterized as
such entirely by the meaning they have for human action in such roles as ends, means,
obstacles, and by-products. It is not, however, permissible to express this by saying,
as is sometimes done, that economic action is a “psychic” phenomenon. The pro-
duction of goods, prices, or even the “subjective valuation” of goods, if they are
empirical processes, are far from being merely psychic phenomena. But underlying
this misleading phrase is a correct insight. It is a fact that these phenomena have a
peculiar type of subjective meaning. This alone defines the unity of the correspond-
ing processes, and this alone makes them accessible to subjective interpretation.

The definition of “economic action” must, furthermore, be formulated in such a
way as to include the operation of a modern business enterprise run for profit. Hence
the definition cannot be based directly on “consumption needs” and the “satisfac-
tion” of these needs, but must, rather, start out on the one hand from the fact that
there is a desire (demand) for utilities (which is true even in the case of orientation
to purely monetary gains), and on the other hand from the fact that provision is
being made to furnish the supplies to meet this demand (which is true even in the
most primitive economy merely “satisfying needs,” and regardless of how primitive
and frozen in tradition the methods of this provision are).

3. As distinguished from “economic action” as such, the term “economically
oriented action” will be applied to two types: (a) every action which, though prim-
arily oriented to other ends, takes account, in the pursuit of them, of economic

Original publication: Extracts from Weber, Max, Economnty and Society: An Outline of Interpretive Sociology,
eds Guenther Roth and Claus Wittich (University of California Press, Berkeley, CA, 1978).
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considerations; that is, of the consciously recognized necessity for economic prudence.
Or (b) that which, though primarily oriented to economic ends, makes use of phys-
ical force as a means. It thus includes all primarily non-economic action and all non-
peaceful action which is influenced by economic considerations. “Economic action”
thus is a conscious, primary orientation to economic considerations. It must be con-
scious, for what matters is not the objective necessity of making economic provi-
sion, but the belief that it is necessary. Robert Liefmann has rightly laid emphasis
on the subjective understandable orientation of action which makes it economic action.
He is not, however, correct in attributing the contrary view to all other authors.’

4. Every type of action, including the use of violence, may be economically ori-
ented. This is true, for instance, of war-like action, such as marauding expeditions
and trade wars. Franz Oppenheimer, in particular, has rightly distinguished “eco-
nomic” means from “political” means. It is essential to distinguish the latter from
economic action. The use of force is unquestionably very strongly opposed to the
spirit of economic acquisition in the usual sense. Hence the term “economic action”
will not be applied to the direct appropriation of goods by force and the direct
coercion of the other party by threats of force. It goes without saying, at the same
time, that exchange is not the only economic means, though it is one of the most
important. Furthermore, the formally peaceful provision for the means and the
success of a projected exercise of force, as in the case of armament production and
economic organization for war, is just as much economic action as any other.

Every rational course of political action is economically oriented with respect to pro-
vision for the necessary means, and it is always possible for political action to serve
the interest of economic ends. Similarly, though it is not necessarily true of every
economic system, certainly the modern economic order under modern conditions could
not continue if its control of resources were not upheld by the legal compulsion of
the state; that is, if its formally “legal” rights were not upheld by the threat of force.
But the fact that an economic system is thus dependent on protection by force, does
not mean that it is itself an example of the use of force.

How entirely untenable it is to maintain that the economy, however defined, is
only a means, by contrast, for instance, with the state, becomes evident from the
fact that it is possible to define the state itself only in terms of the means which it
today monopolizes, namely, the use of force. If anything, the most essential aspect
of economic action for practical purposes is the prudent choice between ends. This
choice is, however, oriented to the scarcity of the means which are available or could
be procured for these various ends.

5. Not every type of action which is rational in its choice of means will be called
“rational economic action,” or even “economic action” in any sense; in particular, the
term “economy” will be distinguished from that of “technology.”? The “technique”
of an action refers to the means employed as opposed to the meaning or end to which
the action is, in the last analysis, oriented. “Rational” technique is a choice of means
which is consciously and systematically oriented to the experience and reflection of
the actor, which consists, at the highest level of rationality, in scientific knowledge.

Religious Ethics and Economic Rationality

The rejection of usury appears as an emanation of this central religious mood in
almost all ethical systems purporting to regulate life. Such a prohibition against usury
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is completely lacking, outside of Protestantism, only in the religious ethics which
have become a mere accommodation to the world, e.g., Confucianism; and in the
religious ethics of ancient Babylonia and the Mediterranean littoral in which the urban
citizenry (more particularly the nobility residing in the cities and maintaining eco-
nomic interests in trade) hindered the development of a consistent caritative ethics.
The Hindu books of canonical law prohibit the taking of usury, at least for the
two highest castes. Among the Jews, collecting usury from “members of the tribe”
(Volksgenossen) was prohibited. In Islam and in ancient Christianity, the prohibi-
tion against usury at first applied only to brothers in faith, but subsequently became
unconditional. It seems probable that the proscription of usury in Christianity is not
primary in that religion. Jesus justified that biblical injunction to lend to the im-
pecunious on the ground that God will not reward the lender in transactions which
present no risk. This verse was then misread and mistranslated in a fashion that resulted
in the prohibition of usury: undévo dmeAnilovteg was mistranslated as undév, which
in the Vulgate became nibil inde sperantes.*

The original basis for the thoroughgoing rejection of usury was generally the prim-
itive custom of economic assistance to one’s fellows, in accordance with which the
taking of usury “among brothers” was undoubtedly regarded as a serious breach
against the obligation to provide assistance. The fact that the prohibition against
usury became increasingly severe in Christianity, under quite different conditions,
was due in part to various other motives and factors. The prohibition of usury was
not, as the materialist conception of history would represent it, a reflection of the
absence of interest on capital under the general conditions of a natural economy.
On the contrary, the Christian church and its servants, including the Pope, took inter-
est without any scruples even in the early Middle Ages, i.e., in the very period of a
natural economy; even more so, of course, they condoned the taking of interest by
others. It is striking that the ecclesiastical persecution of usurious lending arose and
became ever more intense virtually as a concomitant of the incipient development
of actual capitalist instruments and particularly of acquisitive capital in overseas trade.
What is involved, therefore, is a struggle in principle between ethical rationalization
and the process of rationalization in the domain of economics. As we have seen, only
in the nineteenth century was the church obliged, under the pressure of certain unalter-
able facts, to remove the prohibition in the manner we have described previously.

The real reason for religious hostility toward usury lies deeper and is connected
with the attitude of religious ethics toward the imperatives of rational profitmak-
ing. In early religions, even those which otherwise placed a high positive value on
the possession of wealth, purely commercial enterprises were practically always the
objects of adverse judgment. Nor is this attitude confined to predominantly agrarian
economies under the influence of warrior nobilities. This criticism is usually found
when commercial transactions are already relatively advanced, and indeed it arose
in conscious protest against them.

We may first note that every economic rationalization of a barter economy has a
weakening effect on the traditions which support the authority of the sacred law.
For this reason alone the pursuit of money, the typical goal of the rational acquis-
itive quest, is religiously suspect. Consequently, the priesthood favored the main-
tenance of a natural economy (as was apparently the case in Egypt) wherever the
particular economic interests of the temple as a bank for deposit and loans under
divine protection did not militate too much against a natural economy.
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But it is above all the impersonal and economically rationalized (but for this very
reason ethically irrational) character of purely commercial relationships that evokes
the suspicion, never clearly expressed but all the more strongly felt, of ethical reli-
gions. For every purely personal relationship of man to man, of whatever sort and
even including complete enslavement, may be subjected to ethical requirements and
ethically regulated. This is true because the structures of these relationships depend
upon the individual wills of the participants, leaving room in such relationships
for manifestations of the virtue of charity. But this is not the situation in the realm
of economically rationalized relationships, where personal control is exercised in
inverse ratio to the degree of rational differentiation of the economic structure. There
is no possibility, in practice or even in principle, of any caritative regulation of rela-
tionships arising between the holder of a savings and loan bank mortgage and the
mortgagee who has obtained a loan from the bank, or between a holder of a federal
bond and a citizen taxpayer. Nor can any caritative regulation arise in the relationships
between stockholders and factory workers, between tobacco importers and foreign
plantation workers, or between industrialists and the miners who have dug from
the earth the raw materials used in the plants owned by the industrialists. The grow-
ing impersonality of the economy on the basis of association in the market place
follows its own rules, disobedience to which entails economic failure and, in the long
run, economic ruin.

Rational economic association always brings about depersonalization, and it is
impossible to control a universe of instrumentally rational activities by charitable
appeals to particular individuals. The functionalized world of capitalism certainly
offers no support for any such charitable orientation. In it the claims of religious
charity are vitiated not merely because of the refractoriness and weakness of par-
ticular individuals, as it happens everywhere, but because they lose their meaning
altogether. Religious ethics is confronted by a world of depersonalized relationships
which for fundamental reasons cannot submit to its primeval norms. Consequently,
in a peculiar duality, priesthoods have time and again protected patriarchalism against
impersonal dependency relations, also in the interest of traditionalism, whereas
prophetic religion has broken up patriarchal organizations. However, the more a reli-
gious commitment becomes conscious of its opposition to economic rationalization
as such, the more apt are the religion’s virtuosi to end up with an anti-economic
rejection of the world.

Of course, the various religious ethics have experienced diverse fates, because in
the world of facts the inevitable compromises had to be made. From of old, religi-
ous ethics has been directly employed for rational economic purposes, especially the
purposes of creditors. This was especially true wherever the state of indebtedness
legally involved only the person of the debtor, so that the creditor had to appeal to
the filial piety of the heirs. An example of this practice is the impounding of the
mummy of the deceased in Egypt [to shame his descendants into paying his debts].
Another example is the belief in some Asiatic religions that whoever fails to keep a
promise, including a promise to repay a loan and especially a promise guaranteed
by an oath, would be tortured in the next world and consequently might disturb
the quiet of his descendants by evil magic. In the Middle Ages, as Schulte has pointed
out,’ the credit standing of bishops was particularly high because any breach of
obligation on their part, especially of an obligation assumed under oath, might result
in their excommunication, which would have ruined a bishop’s whole existence. This
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reminds one of the credit-worthiness of our lieutenants and fraternity students
[which was similarly upheld by the efficacy of threats to the future career].

By a peculiar paradox, asceticism actually resulted in the contradictory situation
already mentioned on several previous occasions, namely that it was precisely its
rationally ascetic character that led to the accumulation of wealth. The cheap labor
of ascetic celibates, who underbid the indispensable minimum wage required by
married male workers, was primarily responsible for the expansion of monastic
businesses in the late Middle Ages. The reaction of the middle classes against the
monasteries during this period was based on the “coolie” economic competition offered
by the brethren. In the same way, the secular education offered by the cloister was
able to underbid the education offered by married teachers. . . .

The inner-worldly asceticism of Protestantism first produced a capitalistic ethics,
although unintentionally, for it opened the way to a career in business, especially for
the most devout and ethically rigorous people. Above all, Protestantism interpreted
success in business as the fruit of a rational mode of life. Indeed, Protestantism,
and especially ascetic Protestantism, confined the prohibition against usury to clear
cases of complete selfishness. But by this principle it now denounced interest as un-
charitable usury in situations which the Roman church itself had, as a matter of
practice, tolerated, e.g., in the montes pietatis, the extension of credit to the poor.
It is worthy of note that Christian business men and the Jews had long since felt to
be irksome the competition of these institutions which lent to the poor. Very differ-
ent was the Protestant justification of interest as a legitimate form of participation
by the provider of capital in the business profits accruing from the money he had
lent, especially wherever credit had been extended to the wealthy and powerful —e.g.,
as political credit to the prince. The theoretical justification of this attitude was the
achievement of Salmasius [de usuris, 1638].

One of the most notable economic effects of Calvinism was its destruction of the
traditional forms of charity. First it eliminated unsystematic almsgiving. To be sure,
the first steps toward the systematization of charity had been taken with the intro-
duction of fixed rules for the distribution of the bishop’s fund in the later medieval
church, and with the institution of the medieval hospital — in the same way that the
poor tax in Islam had rationalized and centralized almsgiving. Yet random alms-
giving had still retained its qualification in Christianity as a “good work.” The innu-
merable charitable institutions of ethical religions have always led in practice to the
creation and direct cultivation of mendicancy, and in any case charitable institutions
tended to make of charity a purely ritual gesture, as the fixed number of daily meals
in the Byzantine monastic establishment or the official soup days of the Chinese.
Calvinism put an end to all this, and especially to any benevolent attitude toward
the beggar. For Calvinism held that the inscrutable God possessed good reasons
for having distributed the gifts of fortune unequally. It never ceased to stress the
notion that a man proved himself exclusively in his vocational work. Consequently,
begging was explicitly stigmatized as a violation of the injunction to love one’s
neighbor, in this case the person from whom the beggar solicits.

What is more, all Puritan preachers proceeded from the assumption that the
idleness of a person capable of work was inevitably his own fault. But it was felt
necessary to organize charity systematically for those incapable of work, such as
orphans and cripples, for the greater glory of God. This notion often resulted in such
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striking phenomena as dressing institutionalized orphans in uniforms reminiscent of
fool’s attire and parading them through the streets of Amsterdam to divine services
with the greatest possible fanfare. Care for the poor was oriented to the goal of dis-
couraging the slothful. This goal was quite apparent in the social welfare program
of the English Puritans, in contrast to the Anglican program, so well described by
H. Levy.® In any case, charity itself became a rationalized “enterprise,” and its reli-
gious significance was therefore eliminated or even transformed into the opposite
significance. This was the situation in consistent ascetic and rationalized religions.

Mpystical religions had necessarily to take a diametrically opposite path with
regard to the rationalization of economics. The foundering of the postulate of
brotherly love in its collision with the loveless realities of the economic domain once
it became rationalized led to the expansion of love for one’s fellow man until it came
to require a completely unselective generosity. Such unselective generosity did not
inquire into the reason and outcome of absolute self-surrender, into the worth of
the person soliciting help, or into his capacity to help himself. It asked no questions,
and quickly gave the shirt when the cloak had been asked for. In mystical religions,
the individual for whom the sacrifice is made is regarded in the final analysis as
unimportant and exchangeable; his individual value is negated. One’s “neighbor” is
simply a person whom one happens to encounter along the way; he has significance
only because of his need and his solicitation. This results in a distinctively mystical
flight from the world which takes the form of a non-specific and loving self-surrender,
not for the sake of the man but for the sake of the surrender itself — what Baudelaire
has termed “the sacred prostitution of the soul.”

The Market: Its Impersonality and Ethic

A market may be said to exist wherever there is competition, even if only unilateral,
for opportunities of exchange among a plurality of potential parties. Their physical
assemblage in one place, as in the local market square, the fair (the “long distance
market”), or the exchange (the merchants’ market), only constitutes the most con-
sistent kind of market formation. It is, however, only this physical assemblage which
allows the full emergence of the market’s most distinctive feature, viz., dickering.
Since the discussion of the market phenomena constitutes essentially the content of
economics (Sozialokonomik), it will not be presented here. From a sociological point
of view, the market represents a coexistence and sequence of rational consociations,
each of which is specifically ephemeral insofar as it ceases to exist with the act of
exchanging the goods, unless a norm has been promulgated which imposes upon
the transferors of the exchangeable goods the guaranty of their lawful acquisition
as warranty of title or of quiet enjoyment. The completed barter constitutes a
consociation only with the immediate partner. The preparatory dickering, however,
is always a social action (Gemeinschaftshandeln) insofar as the potential partners
are guided in their offers by the potential action of an indeterminately large group
of real or imaginary competitors rather than by their own actions alone. The more
this is true, the more does the market constitute social action. Furthermore, any act
of exchange involving the use of money (sale) is a social action simply because
the money used derives its value from its relation to the potential action of others.
Its acceptability rests exclusively on the expectation that it will continue to be
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desirable and can be further used as a means of payment. Group formation
(Vergemeinschaftung) through the use of money is the exact counterpart to any con-
sociation through rationally agreed or imposed norms.

Money creates a group by virtue of material interest relations between actual and
potential participants in the market and its payments. At the fully developed stage,
the so-called money economy, the resulting situation looks as if it had been created
by a set of norms established for the very purpose of bringing it into being. The
explanation lies in this: Within the market community every act of exchange,
especially monetary exchange, is not directed, in isolation, by the action of the indi-
vidual partner to the particular transaction, but the more rationally it is considered,
the more it is directed by the actions of all parties potentially interested in the exchange.
The market community as such is the most impersonal relationship of practical life
into which humans can enter with one another. This is not due to that potentiality
of struggle among the interested parties which is inherent in the market relationship.
Any human relationship, even the most intimate, and even though it be marked by
the most unqualified personal devotion, is in some sense relative and may involve a
struggle with the partner, for instance, over the salvation of his soul. The reason for
the impersonality of the market is its matter-of-factness, its orientation to the com-
modity and only to that. Where the market is allowed to follow its own autonomous
tendencies, its participants do not look toward the persons of each other but only
toward the commodity; there are no obligations of brotherliness or reverence, and
none of those spontaneous human relations that are sustained by personal unions.
They all would just obstruct the free development of the bare market relationship,
and its specific interests serve, in their turn, to weaken the sentiments on which these
obstructions rest. Market behavior is influenced by rational, purposeful pursuit of
interests. The partner to a transaction is expected to behave according to rational
legality and, quite particularly, to respect the formal inviolability of a promise once
given. These are the qualities which form the content of market ethics. In this latter
respect the market inculcates, indeed, particularly rigorous conceptions. Violations
of agreements, even though they may be concluded by mere signs, entirely unrecorded,
and devoid of evidence, are almost unheard of in the annals of the stock exchange.
Such absolute depersonalization is contrary to all the elementary forms of human
relationship. Sombart has pointed out this contrast repeatedly and brilliantly.”

The “free” market, that is, the market which is not bound by ethical norms, with its
exploitation of constellations of interests and monopoly positions and its dickering,
is an abomination to every system of fraternal ethics. In sharp contrast to all other
groups which always presuppose some measure of personal fraternization or even
blood kinship, the market is fundamentally alien to any type of fraternal relationship.

At first, free exchange does not occur but with the world outside of the neigh-
borhood or the personal association. The market is a relationship which transcends
the boundaries of neighborhood, kinship group, or tribe. Originally, it is indeed the
only peaceful relationship of such kind. At first, fellow members did not trade with
one another with the intention of obtaining profit. There was, indeed, no need for
such transactions in an age of self-sufficient agrarian units. One of the most char-
acteristic forms of primitive trade, the “silent” trade. .., dramatically represents
the contrast between the market community and the fraternal community. The silent
trade is a form of exchange which avoids all face-to-face contact and in which the
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supply takes the form of a deposit of the commodity at a customary place; the counter-
offer takes the same form, and dickering is effected through the increase in the
number of objects being offered from both sides, until one party either withdraws
dissatisfied or, satisfied, takes the goods left by the other party and departs.

It is normally assumed by both partners to an exchange that each will be inter-
ested in the future continuation of the exchange relationship, be it with this par-
ticular partner or with some other, and that he will adhere to his promises for this
reason and avoid at least striking infringements of the rules of good faith and fair
dealing. It is only this assumption which guarantees the law-abidingness of the exchange
partners. Insofar as that interest exists, “honesty is the best policy.” This proposi-
tion, however, is by no means universally applicable, and its empirical validity is
irregular; naturally, it is highest in the case of rational enterprises with a stable clien-
tele. For, on the basis of such a stable relationship, which generates the possibility
of mutual personal appraisal with regard to market ethics, trading may free itself
most successfully from illimited dickering and return, in the interest of the parties,
to a relative limitation of fluctuation in prices and exploitation of momentary inter-
est constellations. The consequences, though they are important for price formation,
are not relevant here in detail. The fixed price, without preference for any particu-
lar buyer, and strict business honesty are highly peculiar features of the regulated
local neighborhood markets of the medieval Occident, in contrast to the Near and
Far East. They are, moreover, a condition as well as a product of that particular
stage of capitalistic economy which is known as Early Capitalism. They are absent
where this stage no longer exists. Nor are they practiced by those status and other
groups which are not engaged in exchange except occasionally and passively rather
than regularly and actively. The maxim of caveat emptor obtains, as experience
shows, mostly in transactions involving feudal strata or, as every cavalry officer knows,
in horse trading among comrades. The specific ethics of the market place is alien to
them. Once and for all they conceive of commerce, as does any rural community of
neighbors, as an activity in which the sole question is: who will cheat whom.

The freedom of the market is typically limited by sacred taboos or through
monopolistic consociations of status groups which render exchange with outsiders
impossible. Directed against these limitations we find the continuous onslaught of
the market community, whose very existence constitutes a temptation to share in
the opportunities for gain. The process of appropriation in a monopolistic group
may advance to the point at which it becomes closed toward outsiders, i.e., the land,
or the right to share in the commons, may have become vested definitively and hered-
itarily. As the money economy expands and, with it, both the growing differentia-
tion of needs capable of being satisfied by indirect barter, and the independence from
land ownership, such a situation of fixed, hereditary appropriation normally creates
a steadily increasing interest of individual parties in the possibility of using their vested
property rights for exchange with the highest bidder, even though he be an outsider.
This development is quite analogous to that which causes the co-heirs of an in-
dustrial enterprise in the long run to establish a corporation so as to be able to sell
their shares more freely. In turn, an emerging capitalistic economy, the stronger it
becomes, the greater will be its efforts to obtain the means of production and labor
services in the market without limitations by sacred or status bonds, and to eman-
cipate the opportunities to sell its products from the restrictions imposed by the sales
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monopolies of status groups. Capitalistic interests thus favor the continuous exten-
sion of the free market, but only up to the point at which some of them succeed,
through the purchase of privileges from the political authority or simply through
the power of capital, in obtaining for themselves a monopoly for the sale of their
products or the acquisition of their means of production, and in thus closing the
market on their own part.

The breakup of the monopolies of status groups is thus the typical immediate
sequence to the full appropriation of all the material means of production. It occurs
where those having a stake in the capitalistic system are in a position to influence,
for their own advantage, those communities by which the ownership of goods and
the mode of their use are regulated; or where, within a monopolistic status group,
the upper hand is gained by those who are interested in the use of their vested
property interests in the market. Another consequence is that the scope of those
rights which are guaranteed as acquired or acquirable by the coercive apparatus of
the property-regulating community becomes limited to rights in material goods and
to contractual claims, including claims to contractual labor. All other appropriations,
especially those of customers or those of monopolies by status groups, are destroyed.
This state of affairs, which we call free competition, lasts until it is replaced by new,
this time capitalistic, monopolies which are acquired in the market through the power
of property. These capitalistic monopolies differ from monopolies of status groups®
by their purely economic and rational character. By restricting either the scope of
possible sales or the permissible terms, the monopolies of status groups excluded
from their field of action the mechanism of the market with its dickering and ra-
tional calculation. Those monopolies, on the other hand, which are based solely upon
the power of property, rest, on the contrary, upon an entirely rationally calculated
mastery of market conditions which may, however, remain formally as free as ever.
The sacred, status, and merely traditional bonds, which have gradually come to be
eliminated, constituted restrictions on the formation of rational market prices; the
purely economically conditioned monopolies are, on the other hand, their ultimate
consequence. The beneficiary of a monopoly by a status group restricts, and main-
tains his power against, the market, while the rational-economic monopolist rules
through the market. We shall designate those interest groups which are enabled by
formal market freedom to achieve power, as market-interest groups.

A particular market may be subject to a body of norms autonomously agreed upon
by the participants or imposed by any one of a great variety of different groups,
especially political or religious organizations. Such norms may involve limitations of
market freedom, restrictions of dickering or of competition, or they may establish
guaranties for the observance of market legality, especially the modes or means of
payment or, in periods of interlocal insecurity, the norms may be aimed at guaran-
teeing the market peace. Since the market was originally a consociation of persons
who are not members of the same group and who are, therefore, “enemies,” the
guaranty of peace, like that of restrictions of permissible modes of warfare, was ord-
inarily left to divine powers.” Very often the peace of the market was placed under
the protection of a temple; later on it tended to be made into a source of revenue
for the chief or prince. However, while exchange is the specifically peaceful form of
acquiring economic power, it can, obviously, be associated with the use of force. The
seafarer of Antiquity and the Middle Ages was pleased to take without pay whatever
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he could acquire by force and had recourse to peaceful dickering only where he
was confronted with a power equal to his own or where he regarded it as shrewd
to do so for the sake of future exchange opportunities which might be endangered
otherwise. But the intensive expansion of exchange relations has always gone
together with a process of relative pacification. All of the “public peace” arrangements
of the Middle Ages were meant to serve the interests of exchange.'” The appropria-
tion of goods through free, purely economically rational exchange, as Oppenheimer
has said time and again, is the conceptual opposite of appropriation of goods by
coercion of any kind, but especially physical coercion, the regulated exercise of which
is the very constitutive element of the political community.

Class, Status, Party''

Economically Determined Power and the Status Order

The structure of every legal order directly influences the distribution of power, eco-
nomic or otherwise, within its respective community. This is true of all legal orders
and not only that of the state. In general, we understand by “power” the chance of
a man or a number of men to realize their own will in a social action even against
the resistance of others who are participating in the action.

“Economically conditioned” power is not, of course, identical with “power” as
such. On the contrary, the emergence of economic power may be the consequence
of power existing on other grounds. Man does not strive for power only in order
to enrich himself economically. Power, including economic power, may be valued
for its own sake. Very frequently the striving for power is also conditioned by the
social honor it entails. Not all power, however, entails social honor: The typical
American Boss, as well as the typical big speculator, deliberately relinquishes social
honor. Quite generally, “mere economic” power, and especially “naked” money power,
is by no means a recognized basis of social honor. Nor is power the only basis of
social honor. Indeed, social honor, or prestige, may even be the basis of economic
power, and very frequently has been. Power, as well as honor, may be guaranteed
by the legal order, but, at least normally, it is not their primary source. The legal
order is ra