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PREFACE

The present volume brings to the English-speaking public two
items that have not been available before. They are of significance
both from an historical point of view and for their content. Here
we have two minds of exceptiona' vigour contesting, but from
the common standpoint of Marxism. Both the writers have written
longer treatments of the subject matter which are already available
to the English reader. However, the present volume brings together
later and more succinct elaborations which form an integral part
of the study of the two authors and also of their subject.

Regarding the actual texts, I have tried to interfere as little as
possible with both of them. I have only interpolated comments
where I thought they were necessary to clarify any particalar
statement. All such comments of mine are clearly marked off by the
use of square brackets. In those cases where the interpolation
belongs to someone else, authorship is indicated by the use of
initials. Ali the footnotes that I have added for the information of
the English reader are put into square brackets. The Bukharin text
presented few problems as he had already put his work into chap-
ters. Luxemburg’s text presented more problems because she wrote
the whole work as one extended essay, with only numerical breaks.
The chapter headings in the Luxemburg text I have added myself;
in so doing I hope I have maintained the spirit of her intentions.

All references given in the texts have been updated, so that
readers may refer to the latest English translations available. The
same has been done with quotations as far as is possible.

I have inserted footnotes giving information about a number of
individuals, some of whom will be well known to some readers,
others perhaps not at all. I hope I have not erred in presenting
information which may seem commonplace to the more informed
reader; my aim has been to give the non-specialist as much in-
formation as is consistent with easy understanding of the texts.

I wish to thank Dr A. P. Roberts and Dr J. Malos for their
helpful advice and criticism in preparing the introduction and ap-
pendixes. However, any mistakes in this work are entirely my own.

Kenneth J. Tarbuck
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Translator’s Note

Both texts have been translated from the German; in Bukharin’s
case from the translation authorized by him and in which he
actually collaborated. What created difficulties was the fact that
both authors used the language rather carelessly sometimes, using
obscure words or words with an ambivalent meaning. In fact,
Bukharin’s attack on the way Rosa Luxemburg constructs some
of her sentences (German was not her native language, of course)
could well be applied to himself in several cases.

Nevertheless I hope to have reproduced both texts true to their
original.

1 should like to express my gratitude to Mary Jackson, Jerry D.
Umansko and especially Peter Wrobel, without whose help the
final result would have been far from what it is.

Rudolf Wichmann
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BIOGRAPHICAL NOTES
Rosa Luxemburg (1871-1919)

Rosa Luxemburg was born in the small Polish town of Zamosc
(then part of the Russian Empire) on 5 March 1871. She was the
daughter of Jewish parents of middle-class status but of modest
means. Her family appears to have had some tradition of Western
European culture and in this respect could be said to have been of
liberal inclination in the wider sense of the term.

Rosa seems to have had a happy childhood, despite a hip
deformity that had been originally and wrongly diagnosed as
tuberculosis of the bone. This illness kept her in bed for a year,
and left her with a limp for the rest of her life. Her family moved to
Warsaw when she was two and a half years old, mainly it seems
so that the children could avail themselves of the better educational
opportunities afforded by the capital city. It was here that Rosa
passed her childhood and early youth. She suffered from a double
disability in her education, being both Jewish and Polish. The
period of her education was one when the attempted Russification
of the Poles was in full swing. Russian was the language used in
the schools and even conversation among the students in Polish
was forbidden. Along with this there was the imposition of the
numerus clausus for Jews. Rosa was evidently a rebellious student,
for she was denied the gold medal that her academic attainments
would have normally afforded her on graduation.

She began her political activity while still a high school student
and came into contact with the remnants of the party Proletariat
which was the earliest attempt to organize a socialist party in
Poland. Her activities eventually drew the attention of the police
and at the age of nineteen she had to flee into exile.

She chose to go to Zurich in Switzerland to study at the univer-
sity, and also to join the colony of Russian and Polish exiles
established there, among whom was Plekhanov - rightly called the
‘Father of Russian Marxism’. One point that also probably
weighed heavily in the choice of Zurich was the fact that at that
time it was one of the few universities in Europe to accept women
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IMPERIALISM AND THE ACCUMULATION OF CAPITAL

students on equal terms with men. She enrolled in the university
in 1890 in the facuity of philosophy and for two years studied the
natural sciences and mathematics. In 1892 she changed her study
course and switched to the faculty of law. There she remained for
five years and in 1898 won a doctorate by a dissertation on The
Industrial Development of Poland, which was published in Leipzig
in the same year, an unusual honour and an indication of the
brilliance of the work.

In Zurich, Rosa met Leo Jogiches, a fellow Pole a few years her
senior, who was to become the most dominant figure in her
personal life for many years and certainly the most politically
influential one for the rest of her life. It was while they were in
Zurich that Luxemburg and Jogiches, along with others, founded
the Social Democracy of the Kingdom of Poland (SDKP). This
was a breakaway from the Polish Socialist Party (PPS) over the
national question, and specifically over self-determination for
Poland. ‘The use of the term “Kingdom of Poland™ . . . meant
that the Social Democrats were determined to limit their activities
to the Russian controlled part of the country known, since the
Congress of Vienna [1815], as the Kingdom of Poland, or the
Congress Kingdom.”* Up to this point it had been an unques-
tioned axiom of socialists that they stood for the right of all
nations to self-determination. The SDKP, however, took its stand
on a thesis on the national question originally drawn up by
Luxemburg; this was that the Polish proletariat should look for
its liberation in an alliance with the Russian working class and
not support the Polish bourgeoisie in any national struggle. The
reason advanced for this was that the Polish bourgeoisie, by its
very need for the vast Russian market for its industries, was too
closely tied to Tzarism and the Russian empire to lead an effective
struggle. Also, the idea was advanced that the Polish working
class should struggle for a socialist revolution rather than a
bourgeois-democratic one. This idea in some ways foreshadowed
Trotsky’s theory of permanent revolution, which postulated that,
because of the law of uneven and combined development, any
struggle in such a backward country as Russia must perforce
move directly over to one for the establishment of the dictatorship

* M. K. Dziewanowski, The Communist Party of Poland — An Outline
History, p. 23.
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of the proletariat, rather than stop at the point of a bourgeois-
democratic republic. Right up to the time of her death, the
SDKP was one of the major concerns of Luxemburg even though
most of her public life was played out in Germany.

In 1898 Luxemburg decided to go to Germany, then the centre
of the socialist world with its mass Social Democratic Party, the
apparent living incarnation of Marxism. This was the party that
in 1913 was to have ninety daily papers, circulating 1,353,212
copies, and sixty-two printing offices, with nearly three thousand
paid full-time workers.* Even in 1898 this party had members in
the Reichstag and appeared to be the strongest party in the
Socialist International. Above all, the SPD was pre-eminent in the
field of theory with a galaxy of intellectual talent whose brightest
star at this time was Karl Kautsky (1854-1938),sometimes known
as ‘the Pope of Marxism’. To enable herself to settle in Germany
without any trouble from the police, Luxemburg went through a
marriage ceremony with Gustav Lubeck on 19 April 1898, which
gave her German nationality. This marriage was wholly a legal
fiction for the couple parted at the Registry Office door.

The arrival of Luxemburg in Germany coincided with the
beginning of the debate on revisionism, i.e. the attempt by
Eduard Bernstein (Friedrich Engels’s literary executor) to revise
the SPD’s formal programme from that of revolutionary Marxism
to that of a gradualistic reformist party. Luxemburg threw herself
into this debate and provided a brilliant reply to Bernstein in her
Social Reform or Revolution; she summarized the dispute around
Bernstein’s aphorism: ‘The final goal, no matter what it is, is
nothing; the movement is everything.” Luxemburg thrust right to
the heart of the matter in these words:

. . . since the final goal of socialism constitutes the only decisive
factor distinguishing the Social-Democratic movement from bourgeois
democracy and from bourgeois radicalism, the only factor transforming
the entire labour movement from a vain effort to repair the capitalist
order into a class struggle against this order, for the suppression of this
order — the question: ‘Reform or Revolution?’ as it is posed by
Bernstein, equals for the Social-Democracy the question: ‘To be or
not to be?’ In the controversy with Bernstein and his followers, every-
body in the Party ought to understand clearly it is not a question of this

* See A. Ramos Oliveira, A People’s History of Germany.
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or that method of struggle, or the use of this or that set of tactics, but
of the very existence of the Social-Democratic movement.*

It was in this debate that Luxemburg won her spurs in the SPD,
acquiring a national and international reputation as a Marxist
theorist.

Alongside her varied work in the SPD, writing, speaking and
touring, she also continued to lead the SDKP, mainly through
literary work but also by acting as its representative to the SPD
and advising its Executive Committee on Polish questions.

When the revolution of 1905 broke out in Russia Luxemburg
was anxious to return to Poland to engage in active participation
of the work of the SDKP. However, mainly due to health reasons,
she was not able to go to Poland until late in 1905 when the main
force of the revolution had been spent — although this was not
realized at the time. Back in Warsaw she played an active leading
role in the work of the party, writing for its newspaper, speaking
at factories, sometimes working around the clock. Eventually, as
the Tzarist authorities regained control of the situation the flood-
tide of activities began to subside and Rosa was arrested. She was
held in custody for some months without trial. The fact that she
was a German citizen presented a problem for the Russian
authorities, and eventually she was released on bail on grounds of
ill-health. She made her way to St Petersburg, meeting leaders of
the Russian Social Democrats still at liberty, and then went on to
Helsinki where she met Lenin and other members of the Bolshevik
faction. From Finland Rosa returned to Germany. From her
experiences in Poland and her overall appraisal of the Russian
revolution she wrote The Mass Strike, the Political Party and the
Trade Unions.

The years from 1906 to 1911 were relatively quiet, the prevailing
mood in the German party being one of caution and marking
time after the heady days of the Russian Revolution.

In 1908 Rosa became a member of the staff of the SPD Central
School in Berlin, where she remained until 1914. It was while at
the school and arising out of her attempt to write a textbook on
political economy that she became convinced that Marx had only
posed certain problems in the second volume of Capital. She

* Rosa Luxemburg, Social Reform or Revolution, p. 7.
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attempted to find the solution to these problems and the result was
The Accumulation of Capital.* This book is still considered to be
her major theoretical work, although this is in large measure due
to the controversy that it aroused (and still does). It is somewhat
ironical that the great bulk of her writings have yet to be trans-
lated into English, so that her reputation in the English-speaking
world in the main rests upon a fraction of her life’s work. Much

- of what she wrote is still relevant today, over fifty years after her
death.

The years after 1911 proved to be more fruitful for Luxemburg.
She became caught up in the agitation that the SPD launched on
the question of the Prussian suffrage, which up to then had
effectively barred the big majority of workers from voting for the
Prussian Diet elections. During these same years Rosa broke her
close political connexions with Karl Kautsky, seeing quite clearly
the opportunist road he was treading. In this matter she was ahead
of her contemporaries in the international Marxist movement, in
particular Lenin who was not apprized of the real evolution of
Kautsky (and by implication the leadership of the SPD) until
the outbreak of war in 1914. It was also during this period — in
1913 - that Rosa wrote the Accumulation.

With the outbreak of war, and the subsequent collapse of the
Socialist International, Luxemburg immediately took an un-
compromising stand against it. For this opposition she was to
spend practically the whole of the war in prison. It was there in
1915 that the present work was written. It was also while in prison
that she wrote the celebrated Junius pamphlet, The Crisis in the
German Social Democracy. This was to provide the rallying call
of the anti-war left. She was joined in this work by Franz Mehring,
Karl Liebknecht and Leo Jogiches, a group which finally coalesced
in the setting up of the Spartakusbund.

With the November revolution of 1918 and the overthrow of
the Kaiserreich, Luxemburg was freed from prison. She immedi-
ately set about strengthening and extending the influence of the
revolutionary left. In December of 1918 the Spartakusbund held
a conference with other left groups and founded the Communist
Party of Germany (KPD). Luxemburg spoke at this conference
and introduced the new party’s programme. It is clear from her

* Published in an English translation in 1951 (see Bibliography).
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writings that, even though she was an ardent supporter of the
Bolshevik revolution, she was by no means uncritical.

In early January 1919 the Berlin workers began a series of armed
demonstrations in protest against the attempt to remove Emile
Eichhorn as chief of the Berlin police. Eichhorn was a popular left
Social-Democrat and as such was an obstacle in the way of the
army’s attempt to ‘restore law and order’ with the connivance of
the republican Social Democratic government. This became
known as the Spartakus week since, although the leaders of the
Spartakusbund were against the demonstrations, they put them-
selves at the head of them when they could not dissuade the
workers from acting. The demonstrations were finally put down
in a bloody and brutal manner by the army and a veritable terror
was launched against all revolutionary socialists.

On 15 January 1919 Luxemburg and Liebknecht were arrested
by army officers (under the control of the new republican Social
Democratic government) and brutally murdered. Luxemburg was
battered to death with rifle butts and her body thrown into a canal,
where it remained for some weeks. Liebknecht was shot in the
back of the head and his body taken to a mortuary and deposited
as an ‘unknown person found shot’. Had Luxemburg lived it is
quite possible that the subsequent evolution of the KPD would
have been very different. Had this been so it might well have
changed the course of European history, but that is an historical
“if.

Right to the end Luxemburg never faltered in her belief that
the masses could and would make a socialist revolution. On the
day before she died she wrote:

The masses are the decisive element, they are the rock on which will
be built the final victory of the revolution. The masses have stood the
test; they have made out of this ‘defeat’ one link in the chain of
historical defeats which constitute the pride and the power of inter-
national socialism. And this is why out of this ‘defeat’ victory will be
born. . . . Tomorrow already the revolution will arise again in shining
armour and will frighten you with her trumpet call: I was, I am, T
shall be!*

* Quoted by F. L. Carter in his essay ‘Freedom and Revolution: Rosa
Luxemburg’, in Revisionism - Essays in the History of Marxist Ideas, ed.
Leopold Labedz.
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This could indeed have been her own epitaph. Without any
doubt Luxemburg was the greatest woman the revolutionary
Marxist movement has yet produced. Moreover, one can equally
say that she was one of the greatest figures produced by Marxism,
both as a theoretician and as a practical leader. Her influence was
felt in Germany, Poland and Russia, and today she still exerts a
profound influence on many young Marxists. Lenin said of her:
‘Rosa Luxemburg . . . was, and remains for us, an eagle.’

Her biographer, J. P. Nettl, wrote of her:

... I do not claim complete relevance or justification for all her work
today. The most that can be said is that some neglected aspects are
coming into their own. Surely it is already a mark of greatness for part
of a political writer’s work to have retained even partial relevance for
fifty years, particularly when that writer was not concerned with
general philosophy but with analysis of and influence on contemporary
events.¥

This then is the writer I wish to introduce to the reader, a
woman who lived and died for the cause to which she passionately
devoted her whole life. This struggle was for the liberation of the
working class, and indeed of all humanity, from the horrors of
imperialist capitalism.

Nikolai Ivanovich Bukharin (1888-1938)

Bukharin is a more complex and subtle character than Luxem-
burg. His relatively short effective political life shows greater
turns and shifts of position. At the start of his career he was
considered to be on the extreme left of the Bolshevik party but by
1929 he was the acknowledged leader of the right wing.

He was born in Moscow in the autumn of 1888; his parents
were school teachers and could therefore be described as middle

* J. P. Nettl, Rosa Luxemburg, Vol. 1, pp. 6-7.
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class. His father was a mathematician and described Nikolai as
being ‘a very unpractical person in daily life’.* Bukharin studied
at Moscow University and while there came into contact with the
Russian Social Democratic Party, beginning his career as a
revolutionary while still a student; this was in the year 1906. In
the same year he helped organize a strike of workers in a boot
factory.

In 1909 he was arrested for his political activity, and was first
sent to prison and then later into exile. In 1910 he escaped, went
abroad and first met Lenin at Cracow in the year 1912. This was
the beginning of a long and fruitful collaboration between the
two men, even if it was not always without friction. In these pre-
war days Bukharin was to wander through a number of European
countries, and in 1913 was resident in Vienna. A description of
Bukharin at that time is given by Rosa Meyer-Leviné:

I first saw Bukharin in Vienna in the winter of 1913-14, at one of
those arrangements common in the Russian colonies abroad, literary
and political lectures, discussions, occasionally even dances. There used
to be quite a few striking faces in the audience, even Trotsky was some-
times present at those gatherings. But Bukharin stood out among them
through a quality of his own. There was in his appearance something of
a saint, rather than a rebel or a thinker. The image of Count Myshikin
of Dostoyevsky’s Idiot involuntarily sprang to mind, at least the way
the Russian actors tried to portray him. Perhaps this made me detect
at once the mainly humanitarian aspect of that unusual man. He was
slightly built and looked even younger than his real age, only twenty-six
at the time. His open face with the huge forehead and clear shining
eyes was in its quiet sincerity sometimes almost ageless.t

This was the man that was to become one of the foremost
theoreticians of international Communism in the 1920s and early
1930s. While in Vienna Bukharin attended lectures at the univer-
sity given by Professor Bohm-Bawerk and studied the theorists
of the Austrian marginalist school of economics. At the outbreak
of war he was deported to Switzerland where he worked in colla-
boration with Lenin. From there he went to Stockholm and there
was again arrested and deported, to Norway. In 1916 he went on

* See E. H. Carr, Socialism in One Country, Vol. 1, p. 177.
+ From an unpublished memoir. I wish to thank the author for permission
to quote from this source.
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to New York to collaborate with Trotsky in the production of the
Russian language newspaper Novy Mir.

It was during this period of exile and wandering that Bukharin
wrote some of his major theoretical works, e.g. Imperialism and
the World Economy, many of which were not published until after
the Bolshevik revolution of 1917.

In 1917, after the February revolution which overthrew the
Tzarist regime, Bukharin returned to Russia via Japan and the
trans-Siberian railway. By this time he was a member of the
Central Committee of the Bolshevik Party and became one of its
leading propagandists. The differences between himself and Lenin
on the national question and the state had by this time been over-
come; Lenin going a long way towards Bukharin’s ideas on the
state, as was exemplified in The State and Revolution, and Bukharin
becoming reconciled to Lenin’s position of self-determination for
all nations.*

Bukharin became the leader of the Moscow Bolshevik organiza-
tion and, as such, played a leading role in the seizure of the
capital in October 1917. In the same year he became editor of
Pravda, the leading daily newspaper of the Bolsheviks, and also
became a candidate member of the Political Bureau of the Central
Committee. It is interesting to note that, during the whole of his
political career, Bukharin held no government post; the only
posts which he did hold were those of editor of Pravda, chairman
of the Communist International and member of the Central
Committee and Politburo; so perhaps his fathér’s comment had
some justification. Essentially he held his position and authority
as a theoretician, and was justifiably dubbed by Lenin ‘the
favourite of the party’. Even at the height of the civil war he
found time - along with Evgeny Preobrazhensky — to write The
ABC of Communism. This became the most widely read, circu-
lated and translated of his, and probably any other Bolshevik
leader’s, writings in the 1920s. This work became ‘the bible” of
the Comintern in that period, there being nearly forty editions or
reprints listed in a recent bibliography.t The fact that Bukharin

* The dispute between Lenin and Bukharin during the war is documented
by O. H. Gankin and H. H. Fisher in The Bolsheviks and the World War.

t Nikolai 1. Bukharin — A Bibliography, compiled and edited by Sidney
Heitman.
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wrote this book at the height of the civil war in no way minimizes
his role, for the Bolsheviks fought that war as much with the pen
as the sword.

During the period up to 1922-3 Bukharin was always regarded
as being a left Communist, being one of the leaders of the opposi-
tion to the Brest-Litovsk peace treaty with imperial Germany in
1918. Bukharin was a supporter of the idea of a revolutionary war
with Germany and denounced the peace treaty as a surrender of
revolutionary integrity, openly opposing the signing of the treaty
in the daily press, even in twice-daily editions of the Moscow
Pravda. Bukharin and his followers on the Central Committee
resigned over the acceptance of the German demands and con-
tinued to oppose them publicly, using the Moscow Regional
Committee of the Bolshevik Party as their base of operations.
However, at the 7th Congress of the party, held in March 1918,
Bukharin and his group were re-elected to their former positions,
mainly at the insistence of Lenin.*

During the civil war Bukharin became an enthusiastic supporter
of ‘war communism’, which was the period of requisitioning,
declining use of money and the maximum effort devoted to the
production of munitions for the Red Army. This period led to a
state of mind on the part of many Bolsheviks in which they
thought it was possible to make the transition to communism
direct, abolishing the market and the use of money. Bukharin’s
most celebrated written work in this period was The Economics of
the Transition Period. This could be said to be his last ‘fling’ as a
left Communist.

With the death of Lenin in January 1924 Bukharin rapidly
began to move to the right of the party, becoming the theoretical
spokesman first of the troika of Zinoviev, Kamenev and Stalin in
their struggle against Trotsky, and then of Stalin when Zinoviev
and Kamenev broke with Stalin and went into opposition in 1926.

During this period Bukharin began to emerge as the spokesman
of the peasants within the Bolshevik Party. When, in 1924, the
Communist International adopted the thesis that capitalism had
stabilized itself, Bukharin translated this into Russian reality
which convinced him of the need to push the New Economic
Policy (NEP), which had been introduced in 1921, still further in

* See Robert V. Daniels, The Conscience of the Revolution, Chapter 3.
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the direction of concessions to the peasants and petty-producers.
NEP was seen by all sections of the party as a retreat from war
communism which allowed elements of capitalist production and
trading to re-emerge and thereby push forward the desperately
needed recovery of the war-shattered economy. From that time
on, Bukharin took the view that the Soviet economy could only
advance at the pace dictated by the predominantly peasant sector.
Essentially this took the form of seeing that, as the peasants grew
more prosperous, they would generate increased demand for con-
sumer goods which would encourage the growth of light industry;
this in turn would stimulate the development of heavy industry. In
late 1923 and early 1924 Bukharin publicly crossed swords with
his former close colleague Preobrazhensky on this question of
how the Soviet economy would develop. Preobrazhensky put
forward a theory of ‘primitive socialist accumulation’,* which
implied that the non-state sectors of the economy would have to
contribute to the development of heavy industry over and above
what they would do through the working of the market. This was
in reverse order to Bukharin’s thesis. Bukharin’s views were
rapidly endorsed by the ruling bodies of the party, and it seemed
that the Soviet economy was set to develop at the snail’s pace that
he talked about. (Bukharin spoke about riding to socialism drawn
by the peasants’ nag.)

With the defeat of Trotsky’s Left Opposition in 1924, and then
of the United Opposition of Trotsky, Zinoviev and Kamenev in
1927, Bukharin seemed to be at the zenith of his power and in-
fluence. He had been appointed Chairman of the Communist
International when Zinoviev had been removed in 1926, he was
still Chairman of the Moscow Regional Party Committee, editor
of Pravda, member of the Central Committee, and of the Polit-
buro, the latter being the most powerful body in the country. He
was recognized as being the foremost theoretician of international
communism, and his position seemed unassailable.

Yet a little over a year after the defeat of the United Opposition
Bukharin himself, along with his followers, was under attack for
‘right deviationism” and had been stripped of all effective power.
The reason for the dispute that broke out between the Right
Opposition and Stalin’s faction was the question of the tempo of

* See E. Preobrazhensky, The New Economics,
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industrialization and the attitude to be taken towards the peasants,
especially the Kulaks, or rich peasants. The forces that impelled
this dispute were to be found in the lack of development of the
Soviet economy along the lines projected by Bukharin. The
peasants, instead of providing the market for consumer goods,
preferred to hold on to their grain surpluses because Soviet
industry was unable to supply them with the goods they wanted at
prices they were willing to pay. In th~ spring of 1928 there was a
grain crisis which forced the government to take special measures
to obtain grain for the towns, i.e. requisitioning. Again, in the
autumn of that year, there was a shortage of grain for the cities
(let alone for export, on which great hopes had been put to obtain
foreign capital goods).

Bukharin and the Right Opposition chose not to fight Stalin’s
new-found enthusiasm for industrialization openly; rather they
tried continually to reach a compromise behind the scenes. In
the event, when the dispute did break out into the open, Bukharin
and his followers were already beaten. Stalin had temporized
with them in words while taking organizational measures which
deprived them of any effective means of fighting.* By 1929
Bukharin had capitulated to Stalin and ceased to be an inde-
pendent political factor. Although he was allowed to retain some
of his positions, it was only as a prisoner who carried out the
bidding of Stalin. In a sense Bukharin had been hoist with his
own petard: having helped to unleash a deluge of lies and dis-
tortions against the previous oppositions, he had helped to create
the very methods and machine which broke him.

The remaining nine years of Bukharin’s life are merely a foot-
note to his previous activities. He no longer produced any original
ideas nor even repeated his past convictions; he lived wholly in

“the shadow of the victorious Stalin, gradually losing what little
formal authority he had held, slipping into a twilight world.

But he was not allowed to end his days obscurely. In 1938 he
was put on trial along with other assorted personalities on charges
of spying, wrecking and being in the pay of imperialist powers for
many years. Bukharin’s was the last and most spectacularly
bizarre of the infamous Moscow Trials, during which practically
the whole of the Bolshevik leadership of 1917 was accused of

* Daniels, op. cit., Chapter 13.
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similar crimes and executed. Stalin climbed to power first over the
moral and political reputations and then over the dead bodies of
those who had led the Bolsheviks to power. During his trial
Bukharin made attempts to salvage some remnants of his revolu-
tionary integrity, but this met with little success. George Katkov
comments: °, . . he co-operated with the Prosecutor in weaving
the web in which he was . . . caught, merely in order publicly to
refute the monstrous and degrading accusation that he was a spy,
and awould-be assassin of his beloved teacher, Lenin.’* In the end
he met the same fate as those who had not succumbed, he was
shot.

Rosa Meyer-Leviné concludes her memoir of Bukharin with
these words:

I have never quite forgotten Bukharin . . . in his pathetic attempt to
save some shreds of his personal and revolutionary honour, after
throwing to the wolves his whole personality: Bukharin battling for
words, naively reminding his persecutor Vyshinsky of a secret bargain,
allowing for some dignity, while proceeding to cover himself with
eternal shame — was sometimes akin to a helpless, unjustly treated child.

In the gallery of proud, brilliant men, reduced at the trials to
whimpering half-wits, disclaiming their glorious past and their very
identities, Bukharin was the most tragic figure.

He committed none of the crimes his executioners made him confess
to. He was paying the penalty for a crime heaviest of all - for destroying
along with his life work such a unique personality, the finest of its
kind. ...

Bukharin began to destroy himself and the old guard of the
Bolshevik party when he connived at the falsification of his
opponents’ ideas. Once having put his foot on this road, each
succeeding step made it more difficult to turn back. His tragedy
was not merely personal, but one that encompassed the best of
his generation. For all his faults and weaknesses Bukharin remains
firmly within the tradition of classical Marxism. The lies and
slander heaped upon him cannot eradicate the mark he has left
upon Marxism. The publication of this work will help to restore
him to his rightful place among the intellectual giants of interna-
tional Marxism.

* George Katkov, The Trial of Bukharin, p. 53.
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I

This introduction has a number of functions. Section I1 outlines
the origin and context of the controversy surrounding Rosa
Luxemburg’s magnum opus, The Accumulation of Capital, and
what is considered to be its sequel, the Anti-Critique, the work
that is presented in this volume. Section 1If is a summary of
Marx’s schemes of extended capital reproduction, included for
those who are unfamiliar with these schemes. Section 1v moves
on to outline Luxemburg’s and Bukharin’s criticisms and ideas on
the questions in dispute. Other writers’ ideas on Luxemburg are
dealt with in section v, but only on a selective basis. Section vi
is an elaboration of Marx’s schemes of reproduction along with
our own ideas on Luxemburg’s theories; there we set out what we
consider to be her major misunderstanding and failings. The.
question of imperialism is covered in section vir; this is a brief
survey of other writers on this subject and their relationship to
Luxemburg. Finally, in section v1i1, we have attempted to sum up
and arrive at some conclusions.

Some readers may wish to leave certain sections of the Intro-
duction before reading the body of the work and return to them
later. In certain circumstances this may facilitate their under-
standing, since we have had, of necessity, to compress certain
arguments. These may be more illuminating after a study of
Luxemburg and Bukharin,

We have also included three appendixes, which we hope will
help to clarify some parts of the discussion. These have had to be
included in this manner since they would have impeded the flow
of the work had we attempted to incorporate them in the body
of the Introduction.

II

The controversy around the question of the accumulation of
capital is generally assumed to have stemmed from Luxemburg’s
original work, The Accumulation of Capital.

14
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To her friends she gave the impression that the impulse for
writing the book came from her attempt to write a textbook of
Marxist economics, and from the subsequent difficulties she ran
into with Marx’s presentation of expanded reproduction (i.c.
the accumulation of capital) in Volume II of Capital. However, a
reading of her biography and an examination of the period make
it clear that the question of imperialism generally — and the speci-
fic form of Prussian militarism combined with German monopoly
capital ~ was the context which raised the seemingly abstract
questions involved to the level of passionate political dispute.

Luxemburg had been given an academic training as an econo-

mist and was also highly regarded as a Marxist economist ~ suffi-
ciently so to enable her to teach in the Social Democratic Party’s
central school. Therefore the questions that she raised could not
have been unfamiliar to her, which prompts us to ask: why was it
only in 1912 that these questions took on a crucial significance for
her? The answer can only be found by placing these economic
researches in a political context — that of Luxemburg’s fight against
revisionism, and of her attempts to warn the German party of the
dangers of imperialism and its ascending influence within that party.
Her misgivings about the moral and political decay of the SPD
were amply justified in August 1914, when the parliamentary
group of the party, for the first time in its history, voted for war
credits.
* The Accumulation of Capital, first published in 1913, raised a
heated debate within the German party press and even beyond -
much to the surprise, it seems, of Luxemburg herself. Considering
her rather tempestuous progress through the SPD this should not
have been such a surprise to her,and it is indicative of the manner
in which she compartmentalized her life and her thinking.

The Anti-Critiqgue was written in prison during 1915, but not
published until 1921, and is presented here for the first time in
English. Its scornful tone and highly polemical nature may be
partly explained by Luxemburg’s surprise at the intensity of the
attacks upon her, but must also be related to the dispute over
support or opposition to the war then in progress. For many,
though not all, of those who harshly criticized Accumulation were
also supporters of the German war effort; no doubt this gave
Luxemburg a feeling of self-righteousness in defending her own
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theoretical ideas which somewhat blinded her to some of the valid
points made by her opponents. After all, she was the one sitting
in prison at the time, not her critics.

Bukharin’s Imperialism and the Accumulation of Capital,
although written in 1924 and printed in several Russian and
German editions, has not previously been translated into English.
Since it is a direct rebuttal of Luxemburg’s ideas as expressed in
Accumulation and Anti-Critique, its inclusion with the latter will
enable the reader to follow through the points at issue with rela-
tive ease. The Anti-Critique, although a reply to critics, stands in
its own right as a separate work, for it sums up in a cogent form
the points that are scattered throughout the original work.
Bukharin was correct, therefore, in directing much of his criticism
towards it.

When Bukharin wrote the present work he was just approaching
his apogee as the theoretical spokesman for orthodox Bolshevism,
and as such his words carried a great deal of weight within the
international communist movement. Again one must place the
work within its historical context; Bukharin wrote this work at a
time when there was a campaign being waged against ‘Luxem-
burgism’ in the German Communist Party. Thus it assisted those
KPD leaders — such as Maslow and Fischer — who wanted to rid
the party of its Luxemburgist heritage. (It is ironical to note that
at this time ‘Luxemburgism’ was presented as a right deviation,
yet later in the early 1930s another campaign was waged against
it as a left deviation!) Nevertheless, Bukharin does not attack
Luxemburg’s integrity, and his polemic cannot be seen merely as a
ploy in a factional fight. Had it been otherwise his work would
not have retained its value.

111

Before proceeding it will be necessary to sketch out for the reader
unfamiliar with Marxist political economy some of the terms used,
and their relation to the questions under dispute.

Marx, in his presentation of the circulation of the total social
product in Volume II of Capital, assumed a closed economy with
only two classes — workers and capitalists — all other classes being
excluded because it is assumed that their incomes are derived from
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the revenue of the two basic classes. The total social product is
divided into three parts, ¢, v and s, representing constant capital,
variable capital and surplus value.

Constant capital denotes the raw materials and the fixed capital
used up in the period considered (usually one year). One of the
problems associated with this presentation is that only a part of
the fixed capital (i.e. machinery, buildings, etc.) is used up in any
particular period. This sometimes leads to confusion because the
major part of fixed capital is not included in the scheme - it is put
on one side, as it were. This can be overcome by assuming that all
fixed capital is used up in the period considered. But this can lead
to problems when calculating the rate of profit, since Marx

. s C ..
designates the rate of profit as é-_—l_—v; this is in fact the rate of

profit on turnover, not on total capital invested. Also, when the
average rate of profit is computed, the whole of the capital is taken
into account. But if, of the constant capital, that portion which
derives from fixed capital is regarded as an allocation for deprecia-
tion, then this problem need not hinder one’s understanding.

Variable capital is used to denote that part of capital which is
advanced as wages, i.e. for the purchase of labour-power.

It is important to understand why Marx used these terms.
Constant capital is so designated because it maintains its value
throughout the cycle of production; by itself it does not create or
add any new value. The value of the various commodities com-
prising constant capital is merely transferred at each stage of
production to the new commodities, hence its value is considered
constant, unchanging. Variable capital, on the other hand, buys
a peculiar commodity — labour-power. When this labour-power is
set into motion as labour it not only reproduces its own value
(i.e. the wages laid out) but creates an additional sum of value,
Therefore Marx chose the designation ‘variable capital’.

This classification is closely related to Marx’s labour theory of
value which, briefly stated, says that the value of a commodity is
determined by the average amount of socially necessary labour
required to produce it. To give a numerical example: a capitalist
advances for one day’s production five units’ worth of raw
materials and machinery depreciation, etc., say 5c, and two wits’
worth of wages, say 2v. During the course of the day the labourer
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produces commodities to the value of ten units. The surplus value
will have been produced - that is ten minus five minus two — say
3s. Surplus value, then, is that part of the total social product
that is produced gratuitously by the worker. It is important to
understand that each and every commodity contains elements of
¢ 4+ v + s; there is no separate portion of commodities which can
be considered as surplus value.

Marx further elaborated this formula by dividing the total
social production into two main departments. Department 1 com-
prises the production of the means of production and Department
I the production of the means of consumption. Marx used this
in the first instance to illustrate simple reproduction, i.e. a situa-
tion where society merely reproduces the means of production
and means of consumption used up in any one period, without
the enlargement of the total social product. This is a highly
abstract model, yet it serves to bring into focus several important
points. Let us look at the model:

Dept I c¢c+v+s
Deptll c+v+s

Now putting numbers into the scheme:

Dept 1 4,000c + 1,000v - 1,000s = 6,000  total social product
Dept 1T 2,000c 4 500v + 5005 = 3,000 ~ 9,000

Now what is the significance of this scheme ? What does it tell us?
Let us begin by breaking it down into its constituent parts. In
Dept I the 1,000v and 1,000s are produced in their natural form as
means of production, but in their value form they represent the
wages of the workers and the consumption of the capitalist class.
Since only Dept II produces means of consumption this means
that Dept I must exchange an equal amount of value with Dept I1
to obtain its means of consumption. Similarly, in Dept II the
commodities in their natural form are means of consumption;
this means that in order to continue production Dept Il must
obtain commodities to replace the 2,000c used up in production.
In both cases it is clear that there must be a replacement of some
of the products of each department by an exchange with the
other department. In effect this means that Dept I exchanges
1,000v + 1,000s for Dept II’s 2,000c.

What about Dept I’s 4,000c and Dept II's 500v + 500s? In both

18
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cases they are consumed within their respective departments. In
the case of Dept I the 4,000c is consumed productively, and is
reconstituted as constant capital; and in the case of Dept II the
500v 4- 500s is consumed by the workers and capitalists of that
department. In both cases it is assumed that exchanges take place
within the department concerned.

Therefore we can say that, for equilibrium conditions to obtain
under simple reproduction, we must have the following:

Iv+Is =1Ilc

At the beginning of each productive cycle 7,500 capital is put
into circulation thus:

Dept I 4,000¢ - 1,000v = 5,000
Dept II 2,000¢ -- 500v = 2,500

During the course of the cycle there is a total social product of
9,000, of which 1,500 is surplus value consumed unproductively
by the capitalist class without any replacement.

It must be said, of course, that such a situation is highly ab-
stract, since all types of society would normally have some margin
to fall back on in case of natural disasters, etc. Yet the usefulness
of the scheme is that it brings to the fore the necessary conditions
for any society to survive. Secondly, and more important for our
purpose here, it identifies the specific form of production and
appropriation of the surplus (value) under capitalism. Marx
further used the scheme to underline the exploitation of the
working class. It should be emphasized that this exploitation is
not carried on by some trick or sleight of hand, since the assump-
tion is that the workers are paid the full value of their labour-
power. Labour-power being a commodity, its value is also
determined by the average amount of socially necessary labour
required to produce it.*

= 7,500

* In her introduction to the English edition of The Accumulation of Capital
Mrs Joan Robinson raises objections to Marx’s formulation of the question of
wages, saying, ‘The operation of the capitalist system is presumed to depress
the level of wages down to the limit set by the minimum subsistence of the
worker and his family. But how large a family? It would be an extraordinary
fluke if the average size of family supported by the given wage of a worker
were such as to provide for a rate of growth of population exactly adjusted to
the rate of accumulation of capital . . .”. Accumulation, p. 15.

Three points can be made here. Firstly, Marx’s formulation for the level of
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The exploitation consists in the appropriation of the surplus
value by the capitalist class, who are considered to be unproduc-
tive. But the scheme for simple reproduction is static, whereas
Marx’s model of capitalism is essentially an expanding dynamic
one. To begin to illustrate this, he introduced a scheme for
expanded reproduction, i.e. of the accumulation of capital.

Using Marx’s own scheme we have at the beginning of year one:

Dept I 5,000¢ -~ 1,000v
Dept 1T 1,430c -~ 285y

During the course of the productive cycle surplus value is pro-
duced which gives us:

Dept 1 5,000¢ + 1,000v -}- 1,000s
Dept 11 1,430c + 285v + 285s

Several points should be made here. First, Marx assumes a
constant rate of surplus value of 100 per cent. Second, while
Dept I always capitalizes 50 per cent of its surplus value, this is
not the case with Dept II. In the first cycle of accumulation Dept
II capitalizes more than 50 per cent of the surplus value, but
50 per cent in each cycle thereafter. It should also be noted that
the ratio of variable to constant capital is maintained at 1:5,
which assumes there is no technical change in production methods.

At the end of the first round of accumulation the following

= 7,715 capital invested.

= total social product 9,000.

wages does rof state that they will be depressed to a minimum subsistence
level. Marx specifically states that the level of wages will vary from country to
country and from time to time, because historical and moral elements enter
into the calculation and determination of the general level of wages. Secondly,
Mrs Robinson may consider it a ‘fluke’ that the average wage should be
sufficient to support the average family, but it is an empirical fact. In no
normal wage settlements are there provisions for taking into account the
varying needs of different families. Wage settlements are not based upon such
assumptions, they are based upon the value of the labour-power being offered.
Along with this is Mrs Robinson’s failure to connect Marx’s theory of wages
with his theory of the reserve army of labour (i.e. the unemployed) as being
the specific form of capitalist population growth (this has nothing to do with
absolute growth of the population). The most vicious form of this is to bz
found today in such countries as Western Germany and Switzerland, who
import labour from poor countries and send it back home when it is not
required. This practite quite clearly demonstrates the reality of labour-power
as being a commodity.
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obtains: total capital has increased by 584 to 8,399, total social
product has increased by 798 to 9,798.*

It should be emphasized that one should not seek to place too
great a weight on these schemes, since they are meant to illustrate
a theoretical model. Once certain assumptions are modified, then
a different picture begins to emerge. Marx was quite well aware of
this situation. Nevertheless, the model does elucidate the point
that certain proportions are necessary for accumulation to take
place. But the proportions necessary are unique to each cycle,
indicating that equilibrium is a situation which changes through
time.

v

Luxemburg, in her discussion of Marx’s reproduction scheme,
brings forward a number of criticisms, which can be summed up
as follows. Once one begins to remove some of the restrictive
assumptions and look at capitalism as it actually operates, defects
in the scheme begin to emerge, the most serious of these being
that Marx assumed no technical change in his schemes. Once this
is introduced (i.e. an increase in the organic composition of capital
which implies an increase in the value of the constant capital as
compared with the variable), then there begins to emerge a surplus
of production in Dept I which cannot be absorbed within the
closed system postulated. This means that for the capitalist class
to realize the whole of their surplus value they have to seek
markets outside the two-class system. This means, in effect, that
accumulation can only take place on the basis of capitalist expan-
sion into a third market, i.e. petty commodity production, feudal
production, etc. The more such economies become bound up in
market relationships with capitalism the more quickly they are
destroyed as independent entities and are absorbed into the
capitalist system. However, this ‘third’ market does not neces-
sarily imply foreign or overseas markets since they can often be
found in the same country until quite late in the development of
capitalist economy. Luxemburg says that capitalism could not
survive without this ‘third’ market. Without it, the system would
collapse because of a lack of effective demand through which to

* For a detailed exposition and discussion of schemes of reproduction see
Appendixes I and II.
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realize the whole of the surplus value, which is a condition for the
continued accumulation of capital. This is the basis for imperial-
ism, the need and the drive for new markets and outlets.

Bukharin takes up a series of points, both from the original
Accumulation and Anti-Critique, seeking to show that Luxemburg
was at fault in a number of her own assumptions. Apart from the
technical exposition of expanded reproduction, perhaps the most
telling point he makes against her is on the question of the
economic premise for imperialism. Bukharin contrasts the great
military and economic apparatus erected by imperialism through
which it draws super-profits with Luxemburg’s premise that all
this effort is merely to realize surplus value (presumably at the
normal rate). Bukharin asks if it would not be safer, and less of an
effort, to exploit those third markets at home before embarking
upon risky ventures overseas. The other points of interest that
Bukharin makes take him beyond the original discussion and on
to a theoretical exposition of a single world capitalist corporation
which does away with the anarchy of the market — maintaining
proportionality between production of the means of production
and production of the means of consumption - thus enabling
accumulation to take place at an orderly, if not rapid, rate. With-
out doubt Bukharin was by far the most sophisticated critic of
Luxemburg. Whilst being unrelenting in the pursuit of his debating
points he still treated Luxemburg as an honest and intelligent
opponent.

v

A relatively small number of Marxists in the English-speaking
world have attempted to discuss Rosa Luxemburg’s ideas on
accumulation, but none of them at any great length; Bukharin’s
treatment is probably the most extensive available. Whilst many
people acknowledge Luxemburg’s abilities as an economist, and
even more so as a revolutionary fighter, such remarks as are
made tend to be of such a general nature as to be anodyne. Yet at
the same time her name crops up in numerous books, even if only
in the footnotes. Bukharin is given even shorter shrift by the non-
Stalinist Marxists, and little of any consequence has been written
by them.

Of the few writers who have discussed Luxemburg’s ideas T
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shall only mention the most prominent, since they will be the
most (relatively) widely read. Most other critics are derivative of
these.

Paul M. Sweezy* sees Luxemburg as belonging to the under-
consumptionist school of thought on the question of capitalist
crisis. He maintains that Luxemburg’s position is confused, and
that this partially arises because she implicitly maintains the
assumptions of simple reproduction in her discussion of extended
reproduction. This being the case, he argues, she cannot see that
the extra workers who are employed by an extension of constant
capital could be an extra market for Dept II. Moreover, he posits,
if the capitalists have to exchange with the ‘third’ market to
realize surplus value, then this only defers the problem, for the
exchange can only be for goods.

‘It is not possible to sell to non-capitalist consumers without
also buying from them. So far as the capitalist circulation process
is concerned, the surplus value cannot be disposed of in this way;
it can at best change its form.’t He takes the argument further by
stating that, if the problem were really as Luxemburg states, then
it would not be a question of the approaching breakdown of
capitalism ‘but of the impossibility of capitalism’.f Bukharin
makes the same point, as the reader will see. However, it seems
that, whilst the arguments of both writers about the recessity or
otherwise of a ‘third’ market have some validity, they both fall
into another error. By implication they seem to be unconsciously
accepting Say’s Law, which postulates that every sale is also a
purchase and therefore that there will be general equilibrium.
Marx was at some pains in all his writings on this question to
point out that, under the capitalist commodity system, sales and
purchases are not identical. Under petty commodity production,
the formula for circulation can be said to be C-M-C. Normally
such producers sell their commodities C, so that they may pur-
chase other commodities; what they are primarily interested in
are use values, and exchange values are the means to that end.
Therefore the sequence is sale of commodity, money, purchase of
commodity, C-M-C. With the capitalist the process is different:
he starts with money and buys commodities which he attempts to

* Paul M. Sweezy, Theory of Capitalist Development.
1 ibid., p. 205. 1 loc. cit,
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sell for a profit. Therefore the formula in this case will be
M-C-M'* The point at issue here is that, once the capitalist has
bought commodities with his money, he has no guarantee that he
can sell them; and even if he does, there is of necessity a time lag
between the two acts. Moreover, those whom he bought from are
not necessarily the same people as those he sells to. Therefore,
each act of selling and buying is independent. Now, whilst it may
be true that those capitalists who export to the ‘third’ market are
not identical with those who import, in sum they will balance
each other out; hence sales to the “third’ market will have to be
equal to purchases. But, as Ernest Mandel points out,{exchanges
with non-capitalist markets need not imply exchanges of com-
modities; they can be exchanges for non-capitalist monetary
incomes. So the argument is untenable.

Mandel himself takes another path in his argument against
Luxemburg. He maintains that her ‘mistake lies in treating the
world capitalist class as a whole, i.e. in leaving out competition’.
He points out that competition ‘determines the whole dynamic,
all the laws of development, of capitalism’.} Mandel further
elaborates his argument by reference to the uneven development
within capitalism at all levels, national, international and even
within industries, going on to say that ‘This is what explains how
expanded reproduction can go on even without any non-capitalist
setting, how under these conditions the realization of surplus
value takes place through a market accentuation of the concentra-
tion of capital. In practice, exchanges with non-capitalist sur-
roundings are only one aspect of the uneven development of
capitalism.’§ The essence of the point that Mandel makes is that
competition implies exchange between capitalists and realization
thereby takes place. This explanation seems somewhat ambiguous,
since it appears to flow from the Marxist definition of the average
rate of profit, whereby values are transformed into prices and

* The formula in fact should be stated thus: M-C { ~P-C-M’, where

L
mp
M = money capital, C = commodity capital which is made up of labour
and means of production, P = production process, C’ = enlarged commodity
capital and M’ = enlarged money capital.

1 E. Mandel, Marxist Economic Theory, p. 362.
1 ibid., p. 363.
§ loc. cit.
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profits.* Looked at from Luxemburg’s point of view, Mandel is
advancing as proof the very point that needs to be proved. More-
over, Mandel’s last remark, which seems to have been thrown in
rather casually, partially admits the point that Luxemburg is
making. He does not elaborate on this and thus one is left
wondering just how important exchanges with non-capitalist
surroundings are for him. To this extent he seems to be sweeping
Luxemburg’s main argument under the carpet, because his answer
is only an oblique one regarding exchanges with non-capitalist
surroundings. Luxemburg argued that these exchanges were vital
for capitalism, but Mandel reduces them to ‘one aspect’, leaving
their importance unclear. This is rather akin to agreeing that a
motor car has a number of important components, without
specifying which are the vital ones and which merely make it
more comfortable or luxurious.

Another answer to the problem is advanced by Maurice Dobb,
which in reality is little or no answer. He poses the question ~ how
can accumulation take place within a closed capitalist economy ? —
and answers it thus:

Marx reserved his answer to this riddle until the very end of Volume
2; where the answer he gave was that the capitalists of Department 2
sell their products against gold to the gold producers (who are implicitly
included in Department 1). The point of this answer is not I think that
money . . . comes into the system, but the fact that an exchange with
gold producers represents a one-sided exchange of goods against
money, and not of goods against goods.}

This appears to be a variation of the answer that Mandel gives,
but in fact confuses two aspects of gold production. In so far as
gold is not used for money, it is a commodity like any other that
enters the market, and any exchange for it must be regarded as an
exchange of goods. For what is gold when it is not used as money?
It is a good used for numerous purposes in production, e.g.
jewellery, gold tooth fillings, industrial purposes, etc. Moreover,
since the gold that is used for money can only be a fraction of the
total gold production, and an even smaller fraction of the total
social product, it cannot wholly explain realization. To accept
that gold is the means of realization leads — as Luxemburg points

* See Capital, Vol. 111, pt 2.

t M. Dobb, On Economic Theory and Socialism, p. 269.

25



IMPLRIALISM AND THE ACCUMULATION OF CAPITAL

out - 1o a situation where one would need to have larger and
larger amounts of gold produced as total production increased.
This is manifestly absurd, as Bukharin shows. Gold used as money
is merely one moment in the cycle of capital, and since all com-
modities do not exchange simultaneously it represents a tiny
fraction of the actual surplus value realized. Dobb attempts to
put far too great a weight on a very short passage from the end of
Volume II of Capital. The passage itself is somewhat ambiguous,
and it is also in that part which Marx had worked out least of all.
To rcly on this short passage is to make Marx appear like some
theatrical conjurer who pulls a rabbit out of the hat at the end of
his performance ~ the very thing that Luxemburg accuses him of.

Dobb also quitc wrongly talks about Luxemburg’s use of
foreign trade to bring about realization, yet she makes the point
very clear, in numerous passages, that this ‘foreign trade’ is not
what is normally considered by foreign trade but trade with non-
capitalist forms of production, and is not necessarily external
trade. Dobb therefore seems to have confused the point at issue
in this particular section.

A more sympathetic account and criticism is given by Tom
Kemp who, quite correctly, points out that most critics have
tended to dismiss Luxemburg’s position as being based upon mis-
understanding. He says, ‘The critique of Luxemburg’s position
must be based on an honest recognition that she was trying to
grapple with a real and not an imagined problem.”* Unfortun-
ately, he does not himself grapple with the problem, but merely
admits its existence. He denies that expansion into non-capitalist
markets is the only means of realizing surplus value, but admits
that it is a necessary one. Again one is left with an unresolved
question. If exchanges with non-capitalist markets are not the only
means of realizing surplus value, this means that capitalism has a
choice of alternatives; yet we are told the case for further accumul-
ation in a ‘third’ market is a necessary one. Now, either there is a
choice or one is faced by necessity, the latter excluding the former.
Perhaps there will be an objection that the necessity arises from
the need to realize surplus value per se, and that exchanges with
non-capitalist forms of production have been a historical part of
the development of capitalism. But then we are faced with a con-

* Tom Kemp, Theories of Imperialism, p. 55.
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fusion between the strictly theoretical question as posed in
Marx’s reproduction schemes and an historical analysis. Kemp
has, unwittingly, fallen between two stools in his desire to defend
Luxemburg’s claim to a fair hearing.

Kemp is one of the few who have examined Luxemburg’s
theory that expenditure on arms was one of the means of over-
coming the problem of realization.* While pointing out that
Luxemburg was an innovator in this field, he comments: ‘ Bounded
as she was by the idea of a balanced state budget, therefore, Rosa
Luxemburg was unable to depict the possibility of arms spending
as a means of realizing surplus value and furthering accumulation
on the modern scale.’f This seems to be somewhat ungenerous,
since Luxemburg lived in a different epoch and was therefore
limited not by a lack of foresight but by a lack of concrete experi-
ence. This in noway detracts from the genuine flash of perception
that placed her far ahead of any of her contemporaries in this
matter. Moreover, Kemp’s reference to a balanced budget and
his counter-posing of deficit financing (i.c. a piling up of debts via
credit), misses the crucial point that, given a balanced state budget,
it would be possible to stave off for a considerable period a crisis
induced by a collapse of the credit ‘bubble’ implicitly inherent in
deficit financing. Even a balanced budgetcanhavereal stimulating
effects upon the economy (as opposed to inflationary ones) given
that there are real unused resources available (i.e. the multiplier
will still work because of certain rigidities in the marginal pro-
pensity to consume and save). It is certainly true that, with deficit
financing, a much greater effect can be achieved, but Luxemburg’s
scheme has the ‘virtue’ of accounting for arms expenditure even
with an economy fully utilized, because it allows for transfers of
value from the working class to the state and hence releases
production for other uses.

One methodological error that Kemp failed to notice in his
discussion of this question is that Luxemburg, whilst using Marx’s
scheme of expanded reproduction for an illustration of arms
expenditure, brings in revenue raised in the non-capitalist sector at
a later stage. This would not be permissible given the assumptions
laid down for the scheme. Neither does she show how this extra
revenue would fit into the scheme, which leaves it untidy and

* See Accumulation, Chapter 32, 1 Kemp, op. cit., p. 58.
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unaccounted for, because it would represent extra demand for
which there was no supply.

One further friendly critic remains to be mentioned; this is
Tony CIiff. In his booklet, Rosa Luxemburg, he devotes a chapter
to her theory of accumulation, dealing exclusively with her
original work. Unfortunately, in so doing he completely confuses
her presentation of the question. Cliff reproduces Marx’s first
scheme of expanded reproduction along with Rosa’s comments
on it. These quite correctly point out that in his first attempt
Marx produced some odd results, in that while the capitalists of
Dept I accumulate 50 per cent of their surplus value in each period,
the capitalists of Dept II accumulate their surplus value in a very
erratic manner. Cliff then goes on to say:

. .. if any logical rules were laid down for the relations of accumula-
tion in Department I, these rules could have been gained at the cost
of any kind of principle in constructing these relations for Department
IT or otherwise, if the same logical rules were applied . . . [for] accu-
mulation in Department II as those applied in Department I, a
disequilibrium in the form of over production in Department IT would
appear and grow progressively.*

Anyone reading this passage would assume that Luxemburg’s
criticism of Marx hinged upon his first scheme of expanded
reproduction, but Luxemburg knew full well that Marx discarded
it, and went on to the second scheme. Her comments on the first
scheme are in fact designed to show why she thinks that Marx
discarded it. In his second scheme accumulation of surplus value
takes place at an even rate in both departments (after the first
round), and Luxemburg accepts this as being correct, given the
assumptions on which it is built. Cliff, in effect, makes nonsense
of Luxemburg’s position by implying that she argued that the
first scheme of expanded reproduction gave rise to disequilibrium
between the two departments. Nor did she say this about the
second scheme.

Cliff mentions modifications to the scheme - a rising rate of
exploitation (i.e. of surplus value), a rise in the rate of accumula-
tion and a rise in the organic composition of capital — and con-
tinues: ‘If these were taken into account, Rosa Luxemburg’s
contention that under pure capitalism economic disequilibrium

* T. Cliff, Rosa Luxemburg, p. 80.
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would be an absolute, unavoidable, permanent phenomenon,
would be greatly strengthened.”* But Luxemburg did take these
factors into account:

If, instead of the unchanging proportion of 5:1 between constant
and variable capital . . . we assume for instance that this increase of
capital is accompanied by a progressive readjustment of its composition,
the proportion between constant and variable in the second year being
6 to 1, in the third year 7 to 1 . . . if we further assume that the rate of
surplus value also increases progressively in accordance with the higher
productivity of labour so that, in each case, we have amounts as those
in the diagram [the second one], although because of the relatively
decreasing variable capital, the rate of surplus value does not remain
at the original 100 per cent . . .t

Nothing could be plainer. Only after taking these factors into
account does Luxemburg come to the conclusion that a surplus
would emerge in Dept II. No one who wanted to get to the heart
of Luxemburg’s ideas would be able to do so on the basis of such
a presentation.

VI

It becomes clear that a number of questions are involved in the
dispute around Luxemburg’s ideas, the most important of which
is markets. Most of the other questions raised flow from this basic
issue. The objection is sometimes raised that the question of
markets is not fundamental to Marxist political economy, the
basic question being one of production. The short answer to this
is that they are merely reverse sides of the same coin.

Let us examine this basic question and start by returning to
Marx’s schemes of extended reproduction. We have indicated
some of the important points that arise out of them, but some
elaboration is still necessary. We have to remind ourselves that
these schemes indicate how surplus value is realized, and lay down
the necessary conditions for this, in an ideal and theoretically
abstract capitalist society without competition. Therefore they
should be handled with care and no attempt should be made to
fit them directly on to a particular manifestation of capitalism.
This is not to say that they have no relation to reality; on the con-
trary, they explain the working of the system in its purest form

* ibid., p. 81. 1 Luxemburg, op. cit., pp. 336-7.
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without any of the countervailing tendencies and distortions that
real life introduces. For instance, no one denies that capitalism
has always existed side by side, and has relations, with non-
capitalist forms and modes of production, but Marx obviously
did not consider them to be a necessary relationship in explaining
the laws of motion of capitalism, and hence excludes them. In
Volume II of Capital Marx appears to spend a considerable
amount of time in examining the process of simple reproduction
and the errors of Adam Smith, Marx claiming that Smith had
spirited away constant value leaving only v 4 5 as the sum of
social production (wages, profit and rent). Had this been the case,
the constant portion of capital would have dissolved itself into
v 4 s and the working class need not struggle against the appro-
priation of its unpaid labour but merely wait for the product of
its labour to dissolve itself into wages. Marx, on the contrary,
shows that far from the constant capital dissolving itself in this
manner, it becomes the instrument through which the capitalist
dominates living labour. This is what Marx terms the mastery of
dead labour over living Iabour. Marx further used his schemes of
reproduction, and in particular that of extended reproduction, to
answer the under-consumptionist theory, which argued that,
because of the lack of effective demand, it was impossible to
realize all the surplus value. Marx’s schemes of reproduction
demonstrate that, under the capitalist mode of production, con-
sumption and production are only indirectly connected, i.e. there
is no immediate connexion between the production of steel and
consumption for personal use. This is of crucial importance in
understanding that, under capitalism, the production of the means
of production expands at a faster rate than that of the production
of the means of consumption, and that only in the last analysis
does consumption follow production. This means that the prob-
lem of the market is largely ‘solved’ by capitalism itself, in so far
as capitalist production provides its own best market.

Another aspect of the reproduction schemes which should be
mentioned is the use of the two departments to divide social
production. Various writers have constructed schemes using three
(sometimes four) departments when discussing the transformation
of value calculations into prices. Luxemburg also includes a third
department in her discussion in the Accumulation, into which she
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puts gold production, claiming this was legitimized by Marx. But,
in fact, Marx was very careful only to use two departments of
social production, and he quite specifically made gold production
a sub-department of Dept I. This may seem to be merely a quibble,
but in fact it is of significance. Marx used the two departments,
and two only, because he wanted to lay bare the innermost work-
ings of the system: to create further departments means moving
away from the level of abstraction that he was working at, and
thus one can end up in confusion. Moreover, the two-department
scheme of reproduction is not merely a technical exposition, but
was meant by Marx to depict the specific weight of the two main
classes in society, i.e. capitalists and workers. Marx was demon-
strating a class relationship.

Luxemburg argues that there is a contradiction between the
schemes of expanded reproduction in Volume II of Capital and
the ideas advanced in Volume III, on the contradictions of
capitalism. Moreover, taking the schemes in a most literal manner
she assumes that accumulation is an act, or an instant, rather than
a process which unfolds through time. She also fails to see that the
schemes are in fact only an ex post facto presentation of what has
occurred. On such points we see the confusion between theoretical
abstraction and reality that continually creeps into Luxemburg’s
exposition. One can only assume a contradiction between these
two volumes of Capital if one treats them on equal terms as being
depictions of the capitalist system as it actually works. Luxem-
burg gets very annoyed with those of her critics who point this
out to her, yet she undoubtedly makes this error. Furthermore, it
becomes obvious that she never quite cleared up in her own mind
whether capitalism could not realize any surplus value without the
‘third” market, or if it could only realize a part of it.

Perhaps the most fundamental criticism of Luxemburg that
can be advanced is that, if the non-capitalist markets are neces-
sary for capitalism (not merely to function but to survive), this
means that she has altered the whole basis upon which Marx built
his analysis of the capitalist system. By making the ‘ third’ market
such a vital element in the process Luxemburg has changed the
basis of capitalist accumulation from something derived from
surplus labour into a process which draws its main sustenance
from an outside source. In other words, she has made the exploita-
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tion of the ‘third’ market the driving force of capitalism, not the
exploitation of wage labour. Given this premise it means that the
wage labourers of the advanced capitalist countries are no longer
exploited but are joint exploiters with the capitalist class! It
follows from this that the necessity of a proletarian revolution
isno longer a valid proposition in the advanced capitalist countries.
Capitalism will either collapse through an assault from the third’
world, or it will collapse when this market is removed, because
of the inability to realize surplus value.* In either case it means
that the working classes of the advanced capitalist countries have
a purely passive role, at best, in the downfall of capitalism; or
they will join with their respective capitalist classes to beat back
the revolt of the “third’ world.

At another level, the logic of Luxemburg’s theory of realization
could be interpreted to mean that surplus value is not extracted
from the working class, but that the capitalists extract profits by
trading with the ‘third” market in much the same way as merchant
capital was able to do under conditions of an imperfectly organized
world market, i.e. by an unequal exchange of values.t It would be
as though capitalism could not escape from the period of primi-
tive accumulation. In this sense, Luxemburg’s ideas seem to take
us back to the eighteenth century and the Physiocrats, with only
the agricultural classes being considered ‘productive’. This cuts
right across Marx’s main assumption in analysing ‘pure’ capi-
talism, i.e. that all commodities exchange at their value. Bukharin,
on the other hand, overreaches himself in his attempt to show
that realization is possible within a closed capitalist economy
when he introduces the idea of a single world trust of capitalists.
While he does not say this is a probability, he does maintain that
it is a theoretical possibility. But if such a society were to exist it
would no longer be capitalism, it would not be a commodity-
producing economy (as defined by Marx), it would have no
competition and it would have no exchange in the capitalist sense.

* For an examination of an attempt to demonstrate this idea, see Appendix
1II1.

+ I am well aware that there is an unequal exchange of labour time on the
world market, especially between the advanced capitalist countries and the
underdeveloped countries, but this does not necessarily imply an unequal
exchange of value.
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To this extent he has committed the same error that he accuses
Luxemburg of, that of taking certain lines of thought to a ‘logical’
conchision at which they are really illogical.

In her continuous search for ‘motives’ that drive the capitalists
forward to accumulate, Luxemburg gets bogged down in a
desperate search for markets. In so doing she misses one of the
vital elements that Marx incorporated in his assumption of a
closed capitalist society, namely that if one assumes that all
surplus value is realized (i.e. that all goods are sold), then the
search for markets can only become explicable in terms of the
search for greater profits. In turn, this search for greater profits
hinges upon the law of tendency of the decline in the rate of profit,
to which Marx attributes the real cause of crises, not a lack of
effective demand. But of course this was not dealt with in Volume
11, only in Volume III of Capital. One is compelled to ask why
Luxemburg so doggedly sticks to Volume 1I, except where she
looks for contradictions, instead of taking the whole corpus of
Marx’s writings?

VII

The question of imperialism arises from this discussion. Luxem-
burg maintains that her theory of the necessity of the ‘third’
market is the explanation for imperialism. But, as she demon-
strates herself, capitalist expansion into non-capitalist markets is
a process that has gone on continuously since the advent of the
system. To argue that the rush for colonies and the subsequent
wars for the re-division of the world markets by the great powers
are only a continuation of previous tendencies, without seeing any
change in the system, is to mis-read the situation. In reality,
Luxemburg’s works offer very little theory to explain the specific
capitalist form of imperialism, despite the wealth of descriptive
material in her first work.

Bukharin sees Luxemburg’s ideas on imperialism as leading her,
unwittingly, into the camp of those who believe in an harmonious
development of capitalism. He points to her definition of the
phenomenon: ‘Imperialism is the political expression of the
accumulation of capital in its competitive struggle for what
remains still open of the non-capitalist environment.” Bukharin
argues that her theory of imperialism has a large voluntaristic
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element in it which in some ways puts her in the same camp as
Hobson.

The term ‘imperialism’ came into common usage around the
turn of this century, but it is not our purpose here to go into all
the byways that have led on from this. However, we would contend
that the first person to use the term in a specific sense — as against
a generalized use to cover colonialism — was J. A. Hobson, an
English liberal, when he wrote his book Imperialism — A Study in
1902. This pre-dates any thorough Marxist discussion of the subject,
and indeed most Marxist writers have acknowledged his pioneer-
ing work.

Hobson’s great merit was that he gave a material explanation
for imperialism, rather than a vulgar jingoistic or militaristic one.
He declared the taproots of imperialism to be:

If the consuming public in this country raised its standards of con-
sumption to keep pace with every rise of productive powers, there
could be no excess of goods or capital clamorous to use Imperialism in
order to find markets: foreign trade would indeed exist, but there
would be no difficulty in exchanging a small surplus of our manu-
factures for the food and raw material we annually absorb, and all the
savings that we made could find employment, if we chose, in home
industries.*

Quite perceptively, Hobson argued that one of the causes of this
pressure of ‘surplus’ capital was the concentration of capital into
cartels and monopolies; in this respect he was not only ahead of
Luxemburg in time but also in his understanding of the problem.
Luxemburg makes only one short reference to the question of
monopolies in Accumulation, and obviously does not connect them
in an organic manner with the development of imperialism.

After making some acute comments on the tendency towards
monopolization, Hobson concludes: ‘Thus we reach the con-
clusion that Imperialism is the endeavour of the great controllers
of industry to broaden the channels for the flow of their surplus
wealth by seeking foreign markets and foreign investments to
take off the goods and capital they cannot sell or use at home.’f
Being a follower of the ‘under-consumption’ school, Hobson

* J. A. Hobson, Imperialism, p. 81. (It is interesting to note the continued

reprinting of Hobson’s work, which indicates its seminal importance.)
t ibid., p. 85
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argued that a redistribution of consuming power in favour of the
working class was required to obtain an abatement of imperialism.
However, one major defect is that he saw imperialism as a policy
which favoured only a small section of the capitalist class. This
being the case, such a policy could be changed without necessarily
changing the economic basis of society, which would mean that
there was no nced to alter the fundamental class relationships
within that society. In this respect Luxemburg was closer to reality
when she emphasized imperialism as a necessity.

It was Hilferding, and subsequently Lenin, who highlighted the
changes in the structure of capitalism which were the forces behind
imperialism. Hilferding’s work, Das Finanzkapital, can be called
the first specifically Marxist attempt to analyse this phenomenon,
even though a vigorous discussion on the question of capitalist
crisis had been going on since the turn of the century. This dis-
cussion had been instigated by Bernstein — the original ‘revi-
sionist’ — and Parvus, Kautsky and Luxemburg had taken a
prominent part in it. Hilferding’s work was original in that it
picked out the role of the banks in fostering the development of
monopolies and the aggressive policies they pursued to protect
and extend their particular interests. The particular aspect that
he emphasized was the domination of the industrial monopolies
by the banks, and he drew heavily on German, French and
American experience for his theses. But this can now be seen as a
phase of development, because since the Second World War we
have witnessed the emergence of the self-financing corporation on
a large scale in all the advanced capitalist countries.

Lenin drew heavily upon the works of those who had preceded
him on the question of imperialism. Unlike Luxemburg, he was
quite clear and specific about the nature of imperialism; he said
that it ‘emerged as a development and direct continuation of the
fundamental properties of capitalism in general. But capitalism
became capitalist imperialism only at a definite, very high stage
of its development.”* Examining Lenin’s theory of imperialism,
we can see that there is a marked divergence between his approach
and Luxemburg’s. Although writing primarily to explain the war
of 1914-18, Lenin understood that despite the apparent con-
tinuity within the capitalist system there had also been changes

* V. L Lenin, Imperialism — The Highest Stage of Capitalism, p. 80.
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of a qualitative nature. Luxemburg, on the other hand, merely
sees the threads of continuity. Lenin brought forward five basic
features of imperialism:

1. The concentration of production and capital, developed to
such a high stage that it has created monopolies which play a
decisive role in economic life.

2. The merging of bank capital with industrial capital and the
creation, on the basis of this ‘finance capital’, of a financial
oligarchy.

3. The export of capital, as distinguished from the export of
commodities, becomes of particularly great importance.

4. International monopoly combines of capitalists are formed
which divide up the world.

5. The territorial division of the world by the greatest capitalist
powers is completed.*

We can see from the above that Lenin combined much of what
had gone before into a new synthesis explaining imperialism.

We have noted that the second point of Lenin’s summary has to
a large extent been nullified since the Second World War, if ever
it was a general phenomenon; but at the same time it would be
incorrect to assume that banks per se have no major role today.
The reverse is true: rather than a dominance of monopolies by the
banks we have witnessed an integration of the two sides. Point 5
may seem to have been completely changed since Lenin wrote
his book, for we have seen the dismantling of most of the old
colonial empires and their replacement by *self-governing’ states.
But any examination of the economies of these states will soon
disclose their subservient position in relation to the advanced
capitalist countries.

The creation and extension of monopolies (or as some prefer,
oligopolies) has been greatly accelerated since the end of the
Second World War. This development has been extensively

* V. 1. Lenin, Imperialism — The Highest Stage of Capitalism, p. 81. 1t has
been the established practice on the part of many Marxists to interpret
Lenin’s book, because of its title, as a description of the last stage of capitalism.
However, in the original draft for the book it was tentatively entitled
‘Principle Features of Modern (Recent Stage of) Capitalism’. See Vol. 39,
Collected Works, p. 230. It is clear from this that Lenin did not intend his

book to be taken as the last word on the subject, nor the phase of develop-
ment that he outlined as being the last one for capitalism.
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documented by Marxist and non-Marxist writers. However, one
item will perhaps indicate how far this tendency has gone. In The
Times of 19 August 1968 we read:

The hard financial core of capitalism in the free world is composed
of not more than 60 firms, partnerships, and corporations, owned or
controlled by some 1000 men. These men head investment-banking
houses in New York City, merchant-banking ventures in London,
bangues d’affaires in Paris, and similar institutions in Belgium, the
Netherlands, Italy, Germany, Sweden and Australia. Among them
they raise, directly and indirectly, an estimated 75 per cent of the
£17,000 m. in fresh capital needed each year to fuel the long term growth
of the industrial nations.

Therefore, it would be true to say that some of the defining
features of imperialism outlined by Lenin have become accentu-
ated in the fifty or so years since he posited them.

Lenin grasped two significant ideas in his exposition on
imperialism, namely the growth of monopoly and the attendant
changes it wrought in the capitalist economy; and secondly the
need to export capital, as distinct from commodities. In both
respects Luxemburg failed to make the connexion between them
and imperialism. From this we can see the striking differences
between Lenin’s and Luxemburg’s theories of imperialism.

A fresh point of view has been introduced and developed by
Paul A. Baran and Paul M. Sweezy. Contrary to Luxemburg, they
have argued that the main problem for modern capitalism is not
the question of the realization of surplus value but rather that of
the disposal of the ‘economic surplus’. The ‘surplus’ is defined as
being ‘The difference between what a society produces and the
costs of producing it’.* Baran had earlier introduced the concept
of the ‘surplus’ in his work The Political Economy of Growth
where he says:

The root of the trouble is that . . . economists spellbound by the
surface appearances of the capitalist economy, insist on identifying the
economic surplus with statistically observable profits. . . . The crux of the
matter is, however, that profits are not identical with the economic
surplus, but constitute . . . merely the visible part of the iceberg with the
rest hidden from the naked eye. . . . For monopoly capitalism generates
not only profits, rent and interest as elements of the economic surplus,

* Paul A. Baran and Paul M. Sweezy, Monopoly Capital, p. 9.
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but conceals an important share of surplus under the rubric of costs.
This is due to the ever-widening gap between productivity of the
necessary productive workers and the share of the national income
accruing to them as wages.*

Baran elaborates this thesis by pointing out how much of the
activity associated with modern monopolies is wasteful from a
rational point of view, e.g. advertising. In their joint work, Baran
and Sweezy developed this theory by attempting to show that, far
from the rate of profit declining (which is taken to be one of the
basic tenets of Marxist theory applied to a competitive situation),
the modern monopolies are facing a rising economic surplus,
which generates the problem of surplus disposal or, as they term
it, ‘absorption’.

However, because of their loose definition of the economic
surplus, they seem to have become somewhat confused in their
analysis, e.g. they estimate that in the period 195660 the cost of
model changes in the U.S. auto industry - which in themselves
introduced no new technical changes nor added any new utility —
was 25 per cent of the sales price. This does indeed indicate the
irrationality of monopoly capitalism from a socialist point of
view, because of the loss of real wealth to society involved in
such methods. But when one considers the needs of the mono-
polists who have to struggle to keep and perhaps extend their share
of the market, such costs are not irrational. Such costs are neces-
sary, given the mode of production. Looked at from this point of
view, it can be seen that much of this unproductive expenditure is
included in the average amount of socially necessary labour
embodied in particular commodities. Baran and Sweezy forgot
that what is socially necessary is also socially determined, and is not
an autonomous technical factor. Given their particular inter-
pretation of the ‘surplus’, they also seem to have become con-
fused in their treatment of imperialism, and in particular the
question of the export of capital. Taking a particular example,
that of the Standard Oil Company of New Jersey, they say that
“While two thirds of Jersey’s assets are located in North America,
only one third of its profits came from that region. Or to put the
point differently, Jersey’s foreign investments were half as large as
its domestic investments, but its foreign profits were twice as large

* Paul A. Baran, The Political Economy of Growth, pp. XiXx—xx.
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as its domestic profits. The indicated profit rate is thus four times
the domestic rate.”* Going on to analyse the make up and distri-
bution of profits for the year 1962, they concluded that °, ..
approximately 40 per cent of dividends paid to the stockholders
plus whatever net investment was made in the United States were
financed from the profits of foreign operations. In other words,
Standard Oil of New Jersey is a very large and consistent importer
of capital.’} Thus they seem to argue that the question of surplus
capital, as posited by Hobson and Lenin, is not an issue. But there
seems to be some confusion here. Firstly, as we have seen from
Baran’s earlier work, they argue that much of what passes for costs
is very often hidden profit (or surplus), so that the book figures can
at best be only a rough guide to the true position. Secondly, and
perhaps more crucially, there is a confusion between revenue
(income) and capital. The profits remitted from overseas can be
treated ~in so far as they are distributed as dividends - as
revenue, and therefore cannot be synonymous with capital, which
is value put into circulation to gather an increment of surplus
value. Moreover, there is no attempt to assess what effect there
would be upon the domestic rate of profit if the capital invested
overseas were diverted and invested domestically. Surplus capital
in this sense does not mean an absolute surplus, but a point at
which further investment would tend to push down the domestic
rate of profit.

In a later article Sweezy (and Harry Magdoff)} reply to certain
critics of this position. The argument there is that the problem of
the disposal of the ‘ economic surplus’ is not related to the question
of the realization of surplus value. Specifically, they argue that
overseas investment is both a source and use of the economic
surplus! Thus they arrive at the odd position where an attempt
to dispose of the economic surplus leads to the acquisition of
further surplus. The main drive for overseas investment by modern
imperialism, they argue, is the need to acquire and control
sources of raw materials, although lower costs of production are
also admitted to be a subsidiary factor. Despite the wealth of
statistical material deployed by Sweezy (and Magdoff)§ it would

* Monopoly Capital, p. 194, t ibid., pp. 195-6.
1 Monthly Review, November 1970.
§ For Magdoff’s work, see The Age of Imperialism.
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seem that — because of the confusion gencrated by their use of
the concept of ‘economic surplus’ - they only succeed in getting
themselves into a tangle on the question of imperialism.

Despite the confusion engendered by the Sweezy—Baran school,
the work produced by it is of particular significance in relation to
Luxemburg. They not only disagree with her conclusions, but
also on the very questions that have to be posed. This has meant
a significant shift in emphasis, and in methodology. Luxemburg
was continually seeking to understand how the struggles of the
workers, and of revolutionary Marxists, could be related to the
phenomenon that she was discussing. In Monopoly Capital, in
particular, labour as an economic category and the working
class as a political force hardly rate a mention, and this is not
accidental. These omissions flow from the methods used in the
analysis, and as such separate them sharply from the tradition
within which Luxemburg worked.

In Marxist Economic Theory, Ernest Mandel deals with im-
perialism both historically and with its current expression (allow-
ing for the fact that the book was completed at the end of the
1950s). In the main themes expounded it has no novelties to
introduce; it is a work that closely follows Lenin’s thesis, save
that he modifies Lenin’s view that monopolies tend to slow down
the rate of technical advance. This point of Lenin’s has to a
considerable extent been nullified by the rapid rate of technolo-
gical innovation in existing industries, and by the creation of a
number of new ones — e.g. electronics — since 1945. The mono-
polists have been forced by international competition to speed up
this technical innovation and also to create new outlets for
surplus capital. In fact, one of the main features of the post-1945
scientific and technological revolution is that it has led to a much
greater capital intensity, and undoubtedly a rise in the organic
composition of capital in value terms.

With this rising organic composition of capital, the problem of
the tendency of the rate of profit to decline has once more been
brought to the fore.* Mandel’s main point regarding the export

* In connexion with this point, it is useful to compare Baran and Sweezy’s
theory of rising economic surplus with the work of Joseph Gilman, The Falling
Rate of Profit (Dobson, London, 1957). This work examines the problem over
an extended period and, while using much the same approach as Baran and
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of capital is that it hinges today on the export of capital goods to
underdeveloped countries, which have tended to replace the older
type of exports. This has arisen because of the development in the
colonial and ex-colonial countries of certain consumer goods
industries, which have tended to displace such goods produced in
the metropolitan countries. One particular example of this trend
has been the absolute decline of the British cotton industry. But
this in itself does not mean that there has been a total loss for the
imperialist powers, since they very often draw income from such
industries overseas by participating in them, or by way of royalties
and patent rights.

We can see the sharp distinction between Mandel and Luxem-
burg when we recall that Luxemburg’s argument is that there will
tend to be a surplus in the consumer goods industries. Her
criticism of Marx’s scheme of extended reproduction hinges on
the fact that, if certain of the assumptions were modified, a surplus
would arise in Dept II (i.e. means of consumption). In this respect
Mandel is in the mainstream of the Leninist theory of imperial-
ism. Both Lenin and Mandel put the idea of surplus capital at the
centre of the economic drive of imperialism.

VIII

In this Introduction we have attempted to give some indication of
the issues under discussion by the two authors, and also some of
the developments in the related fields since they wrote their
respective contributions. Inevitably we have had to concentrate
upon Luxemburg’s ideas because they are the ones ‘in the dock’,
so to speak. Regarding subsequent developments, we have only
been able to touch upon a very small portion of the material
dealing with imperialism. But one point is clear from any examina-
tion of this material: the great bulk of it either follows the lines
already laid down ~ particularly by Lenin — or it is largely illus-
trative and descriptive. Apart from the Baran-Sweezy school of

Sweezy, in so far as it examines the rise in unproductive expenditures, comes
to different conclusions. Gilman argues that, on the basis of his researches,
the law of tendency of the rate of profit to decline has not been invalidated,
and is in operation. Surprisingly, Baran and Sweezy chose to ignore Gilman’s
work when constructing their own theory.
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thought, there seem to have been very few attempts to develop
the theory of imperialism since the first quarter of this century, by
Marxists of any particular hue. In large measure this has been due
to the raising of Lenin’s ideas into canonical dogma during the
period of Stalin’s sway within the world Communist movement.
We hope that the publication of the present work will stimulate
further discussion and research.

The questions posed by Luxemburg and Bukharin are still with
us, and discussion of them is therefore still valid: indeed, we
would say that they are even more pertinent. On the one hand we
have seen the area open to capitalist exploitation shrink to less
than two thirds of the world since 1917. At the same time, the
volume of wealth extracted from the ‘third world”’ has increased
enormously since that date, so that Luxemburg’s theory of the
‘third’ market is perhaps still an open question. Also since 1945
there has been a period of unprecedented prosperity and growth
within the capitalist world, which would seem to have cast doubt
on the Marxist theories of development and crisis. Contrary to a
near universal expectation in 1945, there has been a resurgence
of capitalism and what can rightly be called a new scientific and
technological revolution. The ultimate consequences of this new
situation can, as yet, be only dimly perceived.

Yet at the time of writing, it would also seem true that certain
features of capitalism — once proclaimed to have been erased by
certain ideologues — are once more reasserting themselves, e.g. a
rising trend of permanent unemployment in some countries and
large-scale bankruptcies. This is not even to touch upon the
possible ecological and environmental disasters that seem to be
looming ahead as consequences of this ‘rejuvenated’ capitalism.

On the other hand we have witnessed, since the 1950s, a growing
struggle on the part of the peoples of the colonial and ex-colonial
world to shake off imperialism. At the same time, the working
classes in the advanced capitalist countries have been largely
quiescent in the face of this anti-imperialist struggle. Do Rosa
Luxemburg’s ideas not throw some light on this phenomenon?
We make no attempt here to answer such questions, merely to
indicate them.

The form of the present volume perhaps gives an indication of
our attitude. It is only by the clash of ideas in a free and open
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manner that such questions can be resolved. The imposition of an
orthodoxy based upon the ideas of one man, be he a Lenin,
Trotsky, Stalin, Mao or even Marx, can only result in the stulti-
fication of any creativity. The present work should be secn as a
part of the revival and development of classical scientific socialism.
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The Accumulation of Capital
- An Anti-critique

The Accumulation of Capital,
or What the Epigones Have Made of
Marx’s Theory

BY
ROSA LUXEMBURG






THE QUESTIONS AT ISSUE

Habent sua fata libelli — books have their fates. When I wrote my
Accumulation a thought depressed me from time to time: all
followers of Marxist doctrine would declare that the things I was
trying to show and carefully substantiate were self-evident.
Nobody would voice a different opinion; my solution of the
problem would be the only possible one imaginable. It turned out
very differently: a number of critics in the Social Democratic press
declared that the book was totally misguided to start with and
that such a problem calling for solution did not exist at all. I had
become the pitiful victim of a pure misunderstanding. There were
events connected with the publication of my book which must be
called rather unusual. The ‘review’ of the Accumulation which
appeared in Vorwdrts* of 16 February 1913 was striking in tone
and content even to the less involved reader; and all the more
astonishing since the criticized book is purely theoretical and
strictly objective, and directed against no living Marxist. Not
enough. Against those who had published a positive review of the
book a high-handed action was taken by the central organ. A
quite unique and somehow funny event — a purely theoretical
study on an abstract scientific problem was censured by the entire
staff of a political daily paper (of whom probably two at the
most may have read the book). They did this by denying to men
like Franz Mehringt and J. Karski} any expert knowledge of

[* Vorwdirts was the central daily newspaper of the Social Democratic Party
of Germany, SPD, published in Berlin.]

[t Franz Mehring (1846-1919). Biographer of Karl Marx and close col-
laborator of Rosa Luxemburg in her anti-war propaganda, 1914-18. Joined
the SPD at the age of forty-six and was a brilliant contributor to its news-
papers and journals. With Luxemburg and Liebknecht, he helped to found
the Spartakus League in 1919 which was the immediate forerunner of the
KPD (Communist Party of Germany).]

[t J. Karski, pseudonym for Julian Marchlewski. He was one of the leaders
of the SDKP (Social Democracy of the Kingdom of Poland). Karski worked
for many years in Germany as an SPD journalist. In 1919 he went to Russia
and became an active member of the Bolshevik party. Died in 1925.]
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economics, but allowed only those who pulled my book to pieces
to be ‘experts’. Such a fate has happened to no other party
publication as far as I know and over the decades Social Demo-
cratic publishers have certainly not produced all gold and pearls.
All these events clearly indicate that there have been other
passions touched on, one way or another, than ‘pure science’.
But to judge that properly one has first to know at least the main
points of the material in question.

What is this so vehemently opposed book about?

To the reading public some external accessories like frequently
used mathematical formulae seem to be a great deterrent. In the
criticism of my book these formulae are especially the focus.
Some of the esteemed critics have undertaken to teach me a
lesson by constructing new and even more complicated formulae.
The sheer sight of them brings quiet horror to the ordinary mortal.
We shall see that my critics’ preference for the formulae is not a
matter of chance, but linked very closely to their points of view on
the subject. Yet the problem of accumulation is itself purely
economic and social; it does not have anything to do with
mathematical formulae and one can demonstrate and comprehend
it without them. Marx uses constructed mathematical models in
the section on reproduction of the gross social capital in his
Capital, so did Quesnay, the founder of the physiocratic school of
economics* as an exact science a hundred years before. But that
was simply to help in explaining and clarifying their theories. It
also assisted Marx as well as Quesnay to illustrate that the
economic processes of bourgeois society are as much determined
by strict laws as the processes of physical nature, in spite of super-
ficial confusion and the apparent rule of individual caprice. My
writings are partly based on Marx, partly critical of him — especi-
ally where he does not go any further into the question of
accumulation than to devise a few models and suggest an analysis.
This is where my critique begins, and so I must naturally use
Marx’s formulae with Marx’s models. I could not arbitrarily omit
them and I wanted especially to show the insufficiency of his line
of argument.

[* Physiocrats. Eighteenth-century school of economists. The main strand in
their theories was that only agricultural labour was productive. For elaboration
and criticism see Karl Marx, Theories of Surplus Value, pt 1 (Moscow).]
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Let us now try to understand the problem in its simplest form:
the capitalist form of production is governed by the profit motive.
Production only makes sense to the capitalist if it fills his pockets
with ‘pure income’, i.e. with profit that remains after all his
investments; but the basic law of capitalist production is not only
profit in the sense of glittering bullion, but constantly growing
profit. This is where it differs from any other economic system
based on exploitation. For this purpose the capitalist — again in
contrast to other historical types of exploiters — uses the fruits of
exploitation not exclusively, and not even primarily, for personal
luxury, but more and more to increase exploitation itself. The
largest part of the profits gained is put back into capital and used
to expand production. The capital thus mounts up or, as Marx
calls it, ‘accumulates’.

As the precondition as well as the consequence of accumulation,
capitalist production widens progressively. To do this, the goodwill
of the capitalist is not sufficient. The process is tied to objective
social conditions which can be summed up as follows. Primarily,
there must be a sufficient labour force. Historically, once capitalist
production is functioning and fairly consolidated, capital ensures
this through its own mechanisms:

(a) by just enabling the worker to support himself for further
exploitation and for reproduction;

(b) by forming a constantly available reserve army of the
industrial proletariat by the proletarianization of the middle class
as well as by facing the worker with the competition of machines.

After this condition is fulfilled, i.e. the proletariat is securely
available for exploitation and the mechanisms of exploitation
itself are governed by the wage system, a new basic condition of
capital accumulation emerges — the possibility of selling the goods
produced by the workers to recover, in money, the capitalist’s
original expenses as well as the surplus value stolen from the
labour forces. ‘The first condition of accumulation is that the
capitalist must have contrived to sell his commodities, and to
reconvert into capital the greater part of the money so received.’*
A steadily increasing possibility of selling the commodities is
indispensable in order to keep the accumulation a continuous

* Karl Marx, Capital (Foreign Language Publishing House, Moscow,
1965), Vol. I, p. 564.
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process. Capital itself (as we see) creates the basic condition for
exploitation. The first volume of Marx’s Capiral analysed and
described this process in detail. But what about the opportunities
of realizing the fruits of this exploitation; what about the market ?
What do they depend on? Can capital itself, or its production
mechanisms, expand its market according to its needs, in the
same way that it adjusts the number of workers according to its
demand? Not at all. Here capital depends on social conditions.
Capitalist production has this in common with all other historical
forms of production, in spite of fundamental differences between
them. Objectively it has to fulfil the material needs of society,
although subjectively only the profit motive matters. This sub-
jective aim can only be reached so long as capital fulfils its
objective task. The goods can be sold and the incoming profit
turned into money only if these goods satisfy the requirements of
society. So the continuous expansion of capitalist production, i.e.
the continuous accumulation of capital, is linked to the equally
continuous growth of social requirements. But what are the
requirements of society? Can they somehow be more closely
defined, measured, or must we depend only on this vague term ?
In fact, they seem intangible if one surveys the surface of day-to-
day economic life from the standpoint of the individual capitalist.
A capitalist produces and sells machines. His customers are other
capitalists, who buy his machines to produce more goods. The
one can sell more of his goods as the others expand their produc-
tion. He can accumulate faster if others accumulate faster in their
branches of production. This would be the ‘requirements of
society’ on which our capitalist is dependent: the need of other
capitalists is the precondition for the expansion of production.
Another capitalist produces and sells the means of subsistence
to the workers. The more workers are employed by other capi-
talists (and by himself), the more goods he can sell and the more
capital he can accumulate. But how can the ‘others’ expand their
plants ? Obviously through the other capitalist; for example, the
producers of machines, or means of subsistence, buying their
goods in increasing measure.

So the social requirement, on which the accumulation of capital
depends, seems at a closer look to be the accumulation of capital
itself.
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The more capital accumulates, the more it accumulates; it is all
reduced to this blatant tautology, a dizzy circle. One cannot make
out where it begins, or where the impelling force is. We are turning
round in circles and the problem eludes our grasp. But it does so
only for as long as we approach it from this superficial viewpoint,
or examine it from the popular platform of vulgar economics,
individual capital.

The pattern immediately takes shape if we approach it from the
standpoint of total capital, once we see the process of capitalist
production as a whole. This is the only relevant and right way. It
is the standpoint Marx develops systematically for the first time in
the second volume of Capital, and on which he bases his whole
theory.

The self-sufficient existence of the individual capital is indeed
only an external form, the surface of economic life, which only the
vulgar economists use as their sole source of knowledge. Beneath
that surface and through all contradiction of competition there
remains the fact that all individual capitals in society form a whole.
Then existence and movement are governed by common social
laws which, with the unplanned nature and anarchy of the present
system, only work behind the back of the individual capitalist.
When one looks at capitalist production as a whole, then social
requirements become a measurable quantity which can be divided
into sections. .

Let us imagine that all goods produced in capitalist society were
stacked up in a big pile at some place, to be used by society as a
whole. We will then see how this mass of goods is naturally
divided into several big portions of different kinds and destina-
tions.

Always, in any form of society, production has to provide two
things. First it has to feed society, clothe it and satisfy cultural
needs through material goods, i.e. it must produce the means of
subsistence in the widest sense of the word for all classes and ages.
Secondly, each form of production must replace used up raw
materials, tools, factories and so on to allow the continued
existence of society and the provision of work. Without the
satisfaction of these two major requirements of any human
society, cultural development and progress would be impossible.
Even capitalist production with all its anarchy, and without
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injuring the profit motive, must meet these demands. Accordingly
we will find in this aggregate of capitalist commodities produced,
a large proportion for replacing the means of production used up
in the year before. These are the raw materials, machinery,
buildings, etc. (what Marx calls constant capital) which various
capitalists must produce for each other and then exchange, so
that production can be kept up in all branches. According to our
assumption so far, it is capitalist business that provides all the
necessary means for the work process. The exchange of commodi-
ties on the market is an internal or family matter between
capitalists. The required money for this process, of course, comes
out of the capitalists’ pockets — as every employer must lay out
the money capital in advance — and returns into the pockets of the
capitalist class after the exchange on the market has taken place.

As we only assume the replacement of the means of production
to its former extent, the same amount of money will suffice to
keep this periodic process going and let the money return into the
capitalists’ pockets for a period of rest. A second large department
of commodities must contain means of subsistence for the
population, as in every society. But how is the population
structured in capitalist society, and how does it get its means of
subsistence?

Two basic structures are characteristic of the capitalist mode of
production. Firstly, a general exchange of goods, i.e. nobody
receives anything from the social stock of commodities without
the means of purchase — money. Secondly, the capitalist wage
system, i.e. the majority of the working population, must exchange
its labour power with capital to acquire means of purchase, while
the propertied class receives its means of subsistence only by
exploiting this relationship. Thus capitalist production presup-
poses two great classes: capitalists and workers, who differ
entirely in their acquisition of means of subsistence. The workers
must be fed to maintain their labour power for further exploita-
tion, however little their individual fates concern the capitalist.
From the total quantity of commodities produced by the workers,
a certain share is assigned to them by the capitalists, in direct
proportion to their usefulness in production. The workers receive
wages in money form to purchase these goods. By means of
exchange the working class thus receives a certain sum of money
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every year. With this they buy their provisions from the social
stock of commodities, which are, of course, the property of the
capitalist; these provisions are allotted to them according to their
cultural level and the stage of the class struggle. The money that
initiates this second big exchange again comes out of the capital-
ists’ pockets. Every capitalist must advance the necessary money
capital to purchase his labour force — what Marx calls ‘variable
capital” — in order to keep his enterprise going. But this money
returns, down to the last penny, into the pockets of the capitalists
as a class, after the worker has bought his means of subsistence
(and every worker must do so to maintain himself and his family)
- since it is the capitalists who sell means of subsistence to the
workers as commodities. But what about their own consumption?
The means of subsistence already belong to the capitalists in the
form of the commodity stock before exchange, by virtue of
capitalist relations, according to which all commodities — except
for labour-power ~ come into this world as the property of the
capitalist. Of course, precisely because they are commodities, the
‘better’ class of provisions come into being as the property of
many individual private capitalists. Therefore, as with constant
capital, a general exchange must take place between capitalists
before they can enjoy their own means of subsistence. This
exchange, too, must be conducted with money, and the capitalist
himself has brought the necessary amount into circulation. Once
again, as with the renewal of constant capital, this is an internal,
family arrangement of the employing class. Once more, this
money returns whence it began — into the pockets of the capitalists
as a class.

The same mechanism of capitalist exploitation which regulates
the wage system ensures that the necessary amount of goods and
luxuries is produced for the capitalists. If the workers only pro-
duced as much as they actually needed, then from the standpoint
of capital it would be pointless to employ them. It begins to make
sense when the worker provides enough to maintain his employer,
over and above what he needs for himself - i.e. his wage: when he
produces what Marx calls surplus value. And this surplus value
has to provide, among other things, the provisions and luxuries
required by the capitalists, as by any other exploiters in the course
of history. All that is left for the capitalists to do is to go to the
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frightful bother of mutual exchange and to obtain the necessary
money-means, in order to maintain the hard and spartan existence
of their class and ensure its natural reproduction.

So far we have dealt with two big portions of the aggregate
quantity of commodities in society: means of production to
repeat the work process and means of subsistence to maintain the
population, i.e. the working class and the capitalists.

Of course, what we have described could easily seem to be a
creation of fancy. What living capitalist knows or cares what and
how much is necessary to replace the used-up gross capital and to
feed the entire population? Is it not the case that every capitalist
goes blindly on producing, competing with others, and hardly
sees what is happening in front of his nose? But there must
obviously be invisible rules which somehow work in all this chaos
of competition and anarchy, otherwise capitalist society would
have been in ruins long ago. And it is the whole purpose of
political economy as a science (and particularly of Marx’s
economic studies) to trace these hidden laws which organize the
whole of society in the midst of the confusion of private enterprise.
We have now to trace these objective invisible rules of capitalist
accumulation — the amassing of capital through progressive
extension of production. The laws which we expound here are not
authoritative for the conscious actions of individual capitals;
indeed, no general institution exists in society that would con-
sciously construct and operate these laws Consequently, produc-
tion today is like a lurching drunkard, fulfilling its tasks through
all these gluts and dearths, price instability and crises. But price
instability and crises have only one function in society : to integrate
chaotic private production into its broad general context, without
which it would soon disintegrate. Let us here try to sketch, with
Marx, the relation between total capitalist production and social
needs. We will omit the specific capitalist methods of price
fluctuation and crises, and concentrate on the basics.

There must be more than those two big portions of the social
stock of commodities which we have dealt with so far. If the
exploitation of the workers were only to permit a luxurious life
for the exploiters, we would have a kind of modernized slave
system of medieval feudalism, but not the modern rule of capital.
Its aim and goal in life is profit in the form of money and accumu-
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lation of money capital. So the actual historical purpose of
production only begins when exploitation aims beyond that. The
surplus value must not only allow the capitalist class a living
‘befitting their rank’, but must also contain a part destined for
accumulation. This actual purpose is so important that workers
are only employed if they produce this profit and if there is the
expectation that it can be accumulated in money-form.

In our assumed total stock of commodities in capitalist society
we must accordingly find a third portion, which is destined neither
for the renewal of used means of production nor for the mainten-
ance of workers and capitalists. It will be a portion of commodities
which contains that invaluable part of the surplus value that forms
capital’s real purpose of existence: the profit destined for capitali-
zation and accumulation. What sort of commodities are they, and
who in society needs them?

Here we have come to the nucleus of the problem of accumula-
tion, and we must investigate all attempts at solution. Could it
really be the workers who consume the latter portion of the social
stock of commodities? But the workers have no means beyond
the wages covering bare necessities which they receive from their
employers. Beyond that there is no possible chance of their being
consumers of capitalist commodities, however many unsatisfied
needs they may have. It is also in the interest of the capitalist class
to make this portion of the gross social product and means of
purchase as scarce as possible. According to the standpoint of the
capitalists as a class — it is important to see this standpoint in
opposition to the abstruse ideas of the individual capitalist —
workers are not, like others, customers for their commodities, but
simply the labour force, whose maintenance out of part of its own
produce is an unfortunate necessity, reduced to the minimum
society allows.

Could the capitalists themselves perhaps be the customers for
that latter portion of commodities by extending their own private
consumption ? That might be possible, although there is enough
for the ruling class in any case, even with its luxurious whims.
But if the capitalists themselves were to spend the total surplus
value like water there would be no accumulation. That would
mean, from the standpoint of capital, a fantasticrelapse into a sort
of modernized slave economy, or feudalism. Of course, this is
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conceivable and even practised occasionally in reverse: we could
discern capitalist accumulation with forms of slavery and serfdom
up until the sixties of the last century in the United States, still
today in Rumania and various overseas colonies. But the other
way, modern exploitation with a free wage system followed by
ancient or feudal squandering of the surplus value, neglecting
accumulation, this deadly sin against the spiritus sanctus of
capital is unthinkable. Again, the standpoint of total capital
differs basically from that of the individual employer. For the
individual, the luxury of *high society” is a desirable expansion of
sales, i.e. a splendid opportunity for accumulation. For all
capitalists as a class, the total consumption of the surplus value as
luxury is sheer lunacy, economic suicide, for it is the destruction
of accumulation at its roots.

Who then could be the buyer and consumer of that portion of
commodities whose sale is only the beginning of accumulation?
So far as we have seen, it can be neither the workers nor the
capitalists.

But are there not all sorts of strata in society like civil servants,
military, clerics, academics and artists which can neither be
counted among the workers nor the employers? Must not all
these categories of the population satisfy their needs, and could
they not be the wanted purchasers of the surplus commodities ?
Once more: yes, they could for the individual capitalist! It is
different again if we take the employers as a class, if we consider
gross social capital. In capitalist society all those strata are
economically only the hangers-on of the capitalist class. If we ask
where the civil servants, clerics, officers, artists, etc., receive their
means of purchase, we see that it is partly maintained out of the
pockets of the capitalists, partly out of the wages of labour (via the
indirect tax system). Economically these groups cannot be a
special class of consumers, as they do not have any independent
sources of purchasing power, but are included as parasites in the
consumption of the two major classes, workers and capitalists.

So we still do not see any customers for the latter portion of
commodities, who could initiate the process of accumulation.

In the end, the solution of the problem is quite simple. Perhaps
we are acting like the rider who is desperately looking for the nag
he is sitting on. Perhaps the capitalists are mutual customers for
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the remainder of the commodities — not to use them carelessly,
but to use them for the extension of production, for accumulation.
Then what else is accumulation but extension of capitalist produc-
tion? Those goods which fulfil this purpose must not consist of
luxurious articles for the private consumption of the capitalists,
but must be composed of various means of production (new
constant capital) and provisions for the workers [variable capital].

All right, but such a solution only pushes the problem from this
moment to the next. After we have assumed that accumulation
has started and that the increased production throws an even
bigger amount of commodities on to the market the following
year, the same question arises again: where do we then find the
consumers for this even greater amount of commodities? Will we
answer: well, this growing amount of goods will again be ex-
changed among the capitalists to extend production again, and so
forth, year after year ? Then we have the roundabout that revolves
around itself in empty space. That is not capitalist accumulation,
i.e. the amassing of money capital, but its contrary: producing
commodities for the sake of it; from the standpoint of capital an
utter absurdity. If the capitalists as a class are the only customers
for the total amount of commodities, apart from the share they
have to part with to maintain the workers — if they must always
buy the commodities with their own money, and realize the
surplus value, then amassing profit, accumulation for the capitalist
class, cannot possibly take place.

They must find many other buyers who receive their means of
purchase from an independent source, and do not get it out of
the pocket of the capitalist like the labourers or the collaborators
of capital, the government officials, officers, clergy and liberal
professions. They have to be consumers who receive their means
of purchase on the basis of commodity exchange, i.e. also produc-
tion of goods, but taking place outside of capitalist commodity
production. They must be producers, whose means of production
are not to be seen as capital, and who belong to neither of the two
classes — capitalists or workers — but who still have a need, one
way or another, for capitalist commodities.

But where are those buyers? Apart from the capitalists with
their entourage of hangers-on, there are no other classes or strata
in society today.
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Here we get down to the heart of the problem. Marx, in the
second volume of Capital, as in the first, presupposes that capital-
ist production is the sole and exclusive mode of production. He
says in the first volume

Here we take no account of export trade, by means of which a nation
can change articles of luxury either into means of production or means
of subsistence, and vice versa. In order to examine the object of our
investigation in its integrity, free from all disturbing subsidiary circum-
stances, we must treat the whole world as one nation, and assume that
capitalist production is everywhere established and has possessed itself
of every branch of industry.*

And in the second volume: ‘ Apart from this class, according to
our assumption — the general and exclusive domination of capita-
list production ~ there is no other class at all except the working
class.’t

Under this condition, there are only capitalists cum hangers-on
and workers in society; other classes, other producers and
consumers are nowhere to be found. In that case, capitalist pro-
duction is faced with the insoluble question which I tried to point
out above.

You can twist and turn it as you wish, but so long as we retain
the assumption that there are no other classes but capitalists and
workers, then there is no way that the capitalists as a class can get
rid of the surplus goods in order to change the surplus value into
money, and thus accumulate capital.

But Marx’s assumption is only a theoretical premise in order to
simplify investigation. In reality, capitalist production is not the
sole and completely dominant form of production, as everyone
knows, and as Marx himself stresses in Capital. In reality, there
are in all capitalist countries, even in those with the most developed
large-scale industry, numerous artisan and peasant enterprises
which are engaged in simple commodity production. In reality,
alongside the old capitalist countries there are still those even in
Europe where peasant and artisan production is still strongly
predominant, like Russia, the Balkans, Scandinavia and Spain.
And finally, there are huge continents besides capitalist Europe

* Capital, Vol. 1, p. 581, footnote 1.
t ibid., Vol. 11, p. 348.
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and North America, where capitalist production has only scattered
roots, and apart from that the people of these continents have all
sorts of economic systems, from the primitive Communist to the
feudal, peasantry and artisan. Not only do all these social and
productive forms co-exist, and co-exist locally with capitalism,
but there is a lively intercourse of a specific kind. Capitalist pro-
duction as proper mass production depends on consumers from
peasant and artisan strata in the old countries, and consumers
from all countries; but for technical reasons, it cannot exist
without the products of these strata and countries. So there must
develop right from the start an exchange relationship between
capitalist production and the non-capitalist milieu, where capital
not only finds the possibility of realizing surplus value in hard cash
for further capitalization, but also receives various commodities
to extend production, and finally wins new proletarianized labour
forces by disintegrating the non-capitalist forms of production.

This is only the bare economic content of the relationship. Its
concrete design in reality forms the historic process of the
development of capitalism on the world stage in all its colourful
and moving variety.

First, the exchange relation of capital with its non-capitalist
environment confronts the difficulties of a barter economy,
secure social relations and the limited demand of patriarchal
peasant economy and artisan production. Here capital uses
‘heroic means’, the axe of political violence. Its first act in Europe
is the revolutionary conquest of the feudal barter economy.
Overseas, it begins with the subjugation and destruction of
traditional communities, the world historical act of the birth of
capital, since then the constant epiphenomenon of accumulation.
Through destruction of the primitive barter relations in these
countries, European capital opens the doors to commodity
exchange and production, transforms the population into
customers of capitalist commodities and hastens its own accumu-
lation by making mass raids on their natural resources and ac-
cumulated treasures. Since the beginning of the nineteenth
century, accumulated capital from Europe has been exported
along these lines to non-capitalist countries in other parts of the
world, where it finds new customers and thus new opportunities
for accumulation on the ruins of the native forms of production.
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Thus capitalism expands because of its mutual relationship with
non-capitalist social strata and countries, accumulating at their
expense and at the same time pushing them aside to take their
place. The more capitalist countries participate in this hunting for
accumulation areas, the rarer the non-capitalist places still open
to the expansion of capital become and the tougher the competi-
tion; its raids turn into a chain of economic and political
catastrophes: world crises, wars, revolution.

But by this process capital prepares its own destruction in two
ways. As it approaches the point where humanity only consists of
capitalists and proletarians, further accumulation will become
impossible. At the same time, the absolute and undivided rule of
capital aggravates class struggle throughout the world and the
international economic and political anarchy to such an extent
that, long before the last consequences of economic development,
it must lead to the rebellion of the international proletariat against
the existence of the rule of capital.

This, in brief, is my conception of the problem and its solution.
At first glance it may appear to be a purely theoretical exercise.
And yet the practical meaning of the problem is at hand - the
connexion with the most outstanding fact of our time: imperialism.
The typical external phenomena of imperialism: competition
among capitalist countries to win colonies and spheres of interest,
opportunitics for investment, the international loan system,
militarism, tariff barriers, the dominant role of finance capital and
trusts in world politics, are all well known. Its connexion with the
final phase of capitalism, its importance for accumulation, are so
blatantly open that it is clearly acknowledged by its supporters as
well as its enemies. But Social Democracy refuses to be satisfied
with this empirical knowledge. It must search for the precise
economic rules behind appearances, to find the actual roots of
this large and colourful complex of imperialist phenomena. As
always in these cases, only precise theoretical knowledge of the
problem at its roots can provide our practical struggle against
imperialism with security, aim and force - essential for the
politics of the proletariat. Before Marx’s Capital appeared, the
fact that there was exploitation, surplus labour and profits, was
well known. But only the precise theory of surplus value, the
wage laws and the industrial reserve army, as Marx bases them in
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his theory of value, have given a strong foundation for the
practical class struggle, on which the German and, in its footsteps,
the international labour movement developed until the World
War [First World War]. That theory alone is not enough; that
one can sometimes connect the best theory with the worst practice
is shown by the present collapse of German Social Democracy.
This collapse did not occur as a result of Marxist theory, but in
spite of it, and it can only be overt} rown by bringing the practice
of the labour movement into harmony with its theory. In the class
struggle as a whole, as in each important part of it, we can only
gain a secure foundation for our position from Marx’s theory,
from the buried treasures found in his fundamental works.

There is no doubt that the explanation for the economic roots
of imperialism must be deduced from the laws of capital accumula-
tion, since, according to common empirical knowledge, imperial-
ism as a whole is nothing but a specific method of accumulation.
But how is that possible, if one does not question Marx’s assump-
tions in the second volume of Capital which are constructed for a
society in which capitalist production is the only form, where the
entire population consists solely of capitalists and wage labourers ?

However one defines the inner economic mechanisms of
imperialism, one thing is obvious and common knowledge: the
expansion of the rule of capital from the old capitalist countries
to new areas, and the economic and political competition of those
countries for the new parts of the world. But Marx assumes, as
we have seen in the second volume of Capital, that the whole
world is one capitalist nation, that all other forms of economy and
society have already disappeared. How can one explain imperial-
ism in a society where there is no longer any space for it?

It was at this point that I believed I had to start my critique.
The theoretical assumption of a society of capitalists and workers
only — which is legitimate for certain aims of investigation (as in
the first volume of Capital, the analysis of individual capital and
its practice of exploitations in the factory) — no longer seems
adequate when we deal with the accumulation of gross social
capital. As this represents the real historical process of capitalist
development, it seems impossible to me to understand it if one
abstracts it from all conditions of historical reality. Capital
accumulation as the historical process develops in an environment
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