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Foreword

The beginning of the 1970’s saw a complete change in the economic fortunes of the world economy. Schumacher called it a watershed in the history of the western world. After a decade of prolonged recession and ever-increasing unemployment we seem to be no nearer to really understanding the fundamental reasons for this state of affairs, or any wiser as to how we might get out of it. In contrast to the 1950’s and 1960’s, which might be regarded as the heyday of economics, when economists appeared to have at least some of the important answers, this is evidently not so true today. This success of economics was of course during a period of unprecedentedly rapid and sustained growth. Subsequent events showed that this growth was built upon a whole series of political, social and technological props and not only on the ability of Keynesian economics to help avoid slumps and to fine-tune the economy. As soon as some of these other props which under-pinned this growth fell away, such as the breakdown of the trade and exchange rate system led and underwritten by the USA, and the end of the era of cheap oil, the inherent limitations of conventional economics became evident.

During this time of rapid growth, and perhaps false confidence, economists, driven by a desire for scientific respectability, became increasingly intrigued with modelling the economy in a highly abstract, mechanistic way, in an attempt to bring the economy back to some kind of equilibrium. When the world ceased to behave according to this way of thinking and the assumptions behind such an approach broke down economists got caught up in a bitter dispute about the virtues of Keynesianism versus monetarism. This debate was conducted with an almost ideological fervour and encouraged, or possibly initiated, an ever-increasing ideological polarisation in the political life of the west as the search for solutions became more desperate. With the benefit of hindsight this debate seems not only to have been highly damaging to the evolution of the world economy but also a distraction from the real task of looking for a new basis on which to begin to understand the needs of the contemporary world situation.

While conventional macro-economics is bogged down in these ideological disputes, the newly-fashionable economics which looks at the supply side of the economy, and at how we manage to adjust the structure of our economy to the rapidly changing international division of labour, new technologies, etc, offers the rather dismal and unpromising prospect of the survival of the fittest in a world of intensely sharper competition. Uider this scenario the nation that most single-mindedly pursues the goal of industrial competitiveness will prosper at the expense of those less able or less willing to make the necessary social and political adjustments. Some fairly fundamental changes in our lifestyle and occupations are certainly necessary to reap the benefits of our technology and to accommodate the legitimate desires of the newly industrialising countries to enter the industrial system.

This kind of future is however unconvincing and humanly unpalatable in that it is too one-sided and ignores the dignity of the human being and subjects all the other human concerns to the goal of increased efficiency. Conventional economics does not tell us how to strike the right balance between these different objectives. Taken to its logical extreme such a future carries within itself the seeds of its own destruction. As the temptation to resort to nationalistic solutions grows the very system of international co-operation and interchange that is essential for the healthy functioning of a highly interdependent world is frustrated and undermined. Once begun this development quickly becomes cumulative and even more damaging. This is exactly what happened in the 1930’s, after the depression of 1929-31.

Many economists would probably admit to a distinct sense of unease about the state of the discipline today. This disillusionment with economics is certainly apparent outside the profession. But where is a new perspective to come from and what are the essential ingredients? Some would look for a new Keynes, who could stand conventional wisdom on its head and lead us to a new synthesis. However one has the distinct feeling that the current situation demands a more fundamental reappraisal that takes account of the new impulses and concerns that became visible in the 1970’s. In other words we need to go back to basics, to re-examine the key elements of the economic system in a new light. This is the starting point of Wilken’s analysis.

In this book Wilken builds on the foundation laid by economists from both the Anglo-Saxon and German traditions. To this he adds insights into the nature of the human being and his involvement in the economic process drawn from the work of Rudolf Steiner, which will undoubtedly present a considerable challenge to those who meet them for the first time. In doing so he lays the basis for a completely new understanding of how the economy works. As a result he develops a wealth of new insights that bring us a significant step forward in understanding such things as the ownership of capital and land, and the nature a id workings of competition, amongst others, which lie at the root of our contemporary troubles. Those who meet such a challenging analysis and really grapple with what is presented here will find it unlocks many doors in their thinking and leads to a new level of awareness of their own actions in social and economic life. Many will find themselves going back to read and reread this book time and time again, thereby enriching their thinking out of their experience and vice versa.

Another impulse at work in the 1970,s, which took many different forms, was a search for a more holistic, alternative approach to contemporary questions. This impulse has three dimensions. Its primary concern is to rediscover the human being in its full potential, both physical and spiritual, and to reject the statistically average economic actor of the economic models. Secondly, it is looking to develop new forms of social relationships that allow the fulfilment of the true creative faculties of the human being through collective interaction. Thirdly, it has for the first time a concern for the wealth of the world as a whole. It was of course at this time also that we first saw the image of the world as seen from space.

This impulse first found dramatic expression in the student uprisings of the late 1960’s and later metamorphosed into the various strands of the ecological movement and the search for spiritual liberation, new social forms and alternative lifestyles. Ernest Schumacher captured the imagination of this generation and brought this impulse to expression in his book Small is Beautiful, in which, and in subsequent books, he showed us how to ask the right questions. In his deeds, for instance in founding the Intermediate Technology Development Group, he went a long way towards demonstrating some of the answers. Wilken’s analysis addresses the same questions, providing a comprehensive framework out of which a deeper understanding of them is possible. In doing so he will undoubtedly add a new dimension to the experience of those involved in the diverse practical initiatives that have sprung up in recent years. Forerunners of this movement, such as Ernest Bader, who founded the Scott Bader Commonwealth, have already found much inspiration from the German original of this book; now it can reach a wider English-speaking audience.

Perhaps surprisingly for a book with such obvious contemporary relevance, the basic ideas on which Wilken draws were first outlined in considerable detail by Rudolf Steiner shortly after the first world war. Other areas of Steiner’s work were the founding of a worldwide school movement and new directions in medicine, agriculture, architecture, religion, the arts and scientific research; however his economic ideas were little understood at the time and had to wait for a more receptive period, and for their further development in such a synthesis as this. His two main works on social and economic questions are World Economy and Towards Social Renewal. Steiner, a man of extraordinary vision, who lived from 1861 to 1925, laid the foundations of a new understanding of the human being and the significance of his life on earth, known as Anthroposophy, through which he showed that it was possible in a quite modern, scientific way to develop a consciousness of the world beyond our ordinary sense experiences, and thereby reach a more complete conception of the whole human being. This he elaborated in over 6000 lectures and a number of books, of which the most important are his Philosophy of Freedom and Knowledge of Higher Worlds (Rudolf Steiner Press 1970 and 1976). Out of his own experience he was able to provide guidance to those who sought to develop new impulses in various spheres of human activity, described in more detail in Work Arising from the Life of Rudolf Steiner, edited by John Davy (Rudolf Steiner Press 1975). These include the Waldorf schools, the communities for the mentally handicapped, and biodynamic agriculture. More recent developments are an Anthroposophical financing enterprise, the Mercury Provident Society, and the organisation development and social relations counselling work of Social Ecology Associates. Maybe for the first time, through this book, Steiner’s ideas on basic economic questions will find a wider response and lead to further practical initiatives to heal the growing sickness in our economic and social body politic.

Daniel T. Jones

Science Policy Research Unit,
The University of Sussex




Introduction

This book poses three important questions:

	Is there a better form of economic organisation than those offered by present-day capitalism or communism?
 	Can the economy be realistically studied with a radically different set of assumptions about human nature from those hitherto conventionally accepted in economics?
 	Can capital be given a new role both in economic thought and in economic thought and in economic life, and be understood as an essential link between the ‘material’ aspects of the world, and what Rudolf Steiner christened the Geistesleben—a German word, difficult to translate precisely, meaning the intellectual, spiritual, and cultural life of mankind?*



*See Glossary—Ed.


All these threads are drawn together in a major theme of the book: that co-operation—whether in the form of the industrial common ownership movement or in the parallel forms of capital-labour partnerships now being worked out in different parts of the world—is of central importance to the future of the economy and of mankind.

The third question—about the role of capital—may sound forbiddingly abstract. It can be rephrased, in a rough way, very much more simply: ‘How differently would people see the world, and how differently would they want to organise it, if they took literally rather than figuratively the saying that “the real capital of a business is its ideas”?’

These are fundamental questions. No one must expect a conventional book. It is moreover a German book springing out of a different intellectual tradition from that of ‘Anglo-Saxon’ economics, and addressing economic questions in an original way. The role allotted toto this introduction is to bridge the gap between modes of thought more familiar to the English and American reader and the tradition in which Wilken is writing, so that the two may become more mutually comprehensible.

I believe this may best be done through a short statement—translated into ‘Anglo-Saxon’ terms—of the central conception of capital discussed in the book followed by a brief excursion into the history of ideas, and particularly of German and British ideas of the late eighteenth and early nineteenth centuries, to explain the differences between the two traditions.

Wilken traces the whole movement of economic history, and the origin of capital itself, from the thought behind inventions and behind the division or organisation of labour. It is this thought which is both the great source of all economic improvement and the continual disruptor of all economic and social balance.

Because of it, human society is in a constant state of disequilibrium and change. Thus the ‘equilibrium’ models of the economy generally favoured by Anglo-Saxon economics, with their distant origins in the dominant seventeenth century science of mechanics, are less helpful for understanding it than the restlessly changing ‘organic’ picture of the world offered by a German tradition of thought—which includes Hegel and Marx—and for which the study of conflict, revolution and the history of man perpetually transforming himself by his own actions are more important sources of inspiration than the contemplation of equilibrium.

Men in the earliest state of society—or in any coherent economic model of that state—can be assumed to have attained only the most temporary economic ‘equilibrium’ after the first division of labour between families or men. So much is common ground between the traditions—that in which Wilken is writing and that of, say, Adam Smith. For a very short time the value of the work of one family, when brought to market or exchanged in other ways, may be held to be to have been roughly equivalent to that of every other family if they had started with roughly equal endowments.

Otherwise—using conventional economic assumptions—there would have been ‘trading’, changes of occupation or, more brutally, starvation to bring such an approximate ‘equilibrium’ into being. This is very broadly in line with Adam Smith’s own idea that in the very earliest stage of society—though he stressed only then—some balance between the value of the labour of each person must generally have prevailed.

Wilken follows Adam Smith in pointing out that human beings are always trying to shorten and lighten their work by invention and by the further division of labour. Wilken suggests that this is because they are trying to unite themselves, or re-unite themselves with the world of Geist—mind or spirit—which labour separates them from.

Adam Smith argued more prosaically that it is simply because most people like ‘ease, liberty and happiness’. But why people try to shorten and lighten their labour is not essential to the reasoning at this stage: the fact that they do, and that they think hard about how to attain this end, is the essential point in Wilken’s argument.

There is always a period during which the inventor or the more efficient organiser of work has an economic advantage: he can sell more at lower cost, while still for a time charging the old prices, or at least something above ‘normal’ costs. It is this gain that gives rise to ‘capital’ in its financial sense—the accumulation of money or other forms of command over surplus resources.

The continual inventiveness of human beings is the source—and the only source—of capital. Thus in Wilken’s exposition capital is not primarily to be thought of as money in a financier’s hands or equipment in an existing factory; nor is it primarily to be seen as the armoury of the rich for exploiting the poor as in Marxism; it is an intellectual, cultural, even ‘spiritual’ force originating in continual innovation, creating both the possibility of, and the desire for, a liberation of man from physical labour, to find his ‘true’ place in a world of mental and cultural activity—the Geistesleben; the kind of activity that is not merely engaged in for the satisfaction of needs, but is valued for its own sake alone.

Capital in this sense arises not out of any single person’s intellectual effort alone but out of the accumulated inventive and creative capacities of previous generations and to some extent of other men at any one time. Furthermore as ‘new suppliers enter the market’, or copying the innovation, or as for other reasons prices adjust downwards in response to each new invention, the whole benefit of the innovation is eventually dispersed to society as a whole. Capital is neither by origin, nor by destination, the property of any individual. The question of who should appropriate the—temporary—benefits of new inventions is thus a wide open one in this analysis.

It ought in Wilken’s view to be solved by society. But who or what exactly is society, in this context, and how is society to solve this problem?

In practice, in ‘capitalism’, it is overwhelmingly the provider of finance for the exploitation of new ideas who both takes the subsequent commercial risks—though not the risks and costs involved in invention itself, with its failures as well as likely successes—and, when successful, tends to appropriate most of the resultant returns today. Yet the origin of the invention is not in the financial world at all. So this, it can be argued, is unjust; and tends to heap up power unreasonably in the hands of those who already have it, and who have nothing else to offer except it.

A second solution is that the benefits should immediately belong to all men through a complete absence, for example, of patents; or through local co-operatively provided finance open equally to any inventor who donates the fruits of his ideas to ‘society’ in some form, e.g. to the local community, the local co-operative fund, or the state. Yet if all such benefits were immediately diffused generally—that is to say dispersed in lower prices—capital to finance the next research or develop the next invention might have been dissipated and absorbed in consumption, and as technology became more complex, development would be too expensive for any individual or small group to finance. On the other solution; the dangers of control of all resources by self-perpetuating State officials loom large, though given democratic controls, particularly of the latter, they might not by insuperable.

But perhaps, as Wilken suggests, the intellectual, cultural and spiritual life of society has a special claim on the benefits of invention, since it is here that invention originates. Capital is—to sum up—in Wilken’s reasoning a mental or spiritual phenomenon, and its returns belong, if anywhere, where it originated. This is a bold idea, and one whose consequences need more space that is here available to develop it. The book explores it at length.

The introduction is not the place either to recapitulate Wilken’s other ideas in detail. Certain other points he makes, however, may be of interest. Wilken stresses that the arts, unlike manual labour, are not a sphere in which people generally seek to shorten and lighten their labour; they function either ‘non-economically’ or by a different kind of economics, where to give most, rather than to hoard and minimise the expenditure of effort, is the principle of activity. Secondly, following Rudolf Steiner, he argues that the different realms of society—the cultural or intellectual (the Geistesleben), the political and juridical (the Rechtsleben) and the economic (the Wirtschaftsleben) can be thought of separately and ought to follow their own separate principles. Indeed the full implications of this idea include the legal separation of the different spheres of life in society: a conception involving complexities beyond the scope of this introduction.

Let us now consider briefly the difference between the tradition of economic thought in which Wilken is writing, and that which stems, roughly, from Adam Smith. ‘Anglo-Saxon’ economics, as has been suggested above, has a profound affinity with the science of mechanics. Adam Smith’s intellectual hero was Newton, and though he did not simply apply Newtonian mechanics to the study of social life, he did look for some single unifying principle—comparable to gravity in the Newtonian universe—that would invisibly hold together the separate atoms of the social world in an orderly rather than a chaotic way. Adam Smith argues that there was a minimum unifying social force in all economic activity—individual material self-interest—and sought to show that the results in a decentralised system, provided markets were competitive and particularly provided there was minimum government interference.

When, a century later, economics were reshaped on mathematical lines, it was again from mechanics that many of the analogies—and much of the mathematics—were derived. Thus, from Adam Smith onwards, the notion of an equilibrium outcome of free competitive exchange between self-interested agents in the market, and the association between that and the potential benefit to all, have retained a favoured place in the British and American economic tradition. Indeed one might argue that this optimistic and mechanistic model has been at the centre of thinking about markets in Anglo-Saxon economics since 1776.

By contrast, the intellectual world from which Wilken comes took its decisive shape two centuries ago out of a reaction to all such thinking. When Adam Smith’s Inquiry into the Nature and Causes of the Wealth of Nations was translated and published in Germany about 1795, it came into an intellectual world already in revolt against the Newtonian atomistic thought of the previous hundred years. The idea of mechanism as an analogy for human nature and for society was in disgrace among the most influential German thinkers of the day. Herder, Schiller and Goethe had all argued for an ‘organic’ conception of both man and society—one that stressed the differences between mankind and mechanism. One of the most influential works of the time—Schiller’s On the Aesthetic Education of Man in a Series of Letters (also published in 1795)—poses the problem of ‘alienation’ (as it has later been called) in terms of a battle between all that is ‘organic’ in the world—which is good and fully human—and what is mechanistic—which is artificial, divided, atomistic, dry and lifeless. Goethe and Schiller were formative thinkers for Rudolf Steiner, who in turn had a profound influence on Wilken.

That late eighteenth century intellectual turmoil helped to create a new tradition of social thought in Marxism. Hegel, Marx’s great early influence, read the Aethestic Letters enthusiastically when they were published, in the formative years of his intellectual development, and although he later turned against some of his youthful enthusiasm for Schiller he retained the feeling that society must be understood in terms of growth and change and movement rather than through any static model; the sense of disequilibrium, not equilibrium, is the characteristic state of society at any time; and the idea that there is no unchanging human nature underlying the variety of historical phenomena. All these ideas were part of Marx’s inheritance and have played a decisive part in the world’s thought and history ever since.

Wilken, entering into the same original German tradition, has created a position of his own, different from Marx’s, founded on a belief in equality and also in liberty, which Marxism can be rejected for neglecting. Wilken also offers a sharp critique of the single party and the all-powerful state, which he dismisses as inefficient as well as tyrannical. At the same time, he does not accept, as would be customary in the Anglo-Saxon tradition, that he must write only ‘economics’ if he is writing about the economy. Like those German writers of two hundred years ago, he fuses insights from psychology and philosophy with theories about the economy and with readings from history and from sociology, in one and the same book.

Some may find it hard to follow Wilken in taking from Rudolf Steiner an analysis of the psychological effects of mass production. For instance, he writes that the worker finds the confrontation of work with a money wage to be ‘the negation of his essential humanity’, and that a “desire... burns in the worker’s soul... to be free from the bourgeoisie and its economic and political power”—which desire is the motive force behind the world revolutionary movement associated today with Marxist communism. If certain Third World peoples were made the subjects of such sentences, however, and if the role of political elites generally in seizing power in their own interests is given greater prominence, and if the statements were transferred to the international arena where the deep passions of nationalism do genuinely seem to have brought about in several instances feelings and experiences attributed here to the worker, then these statements might more accurately depict the modern world.

Again, the author refers frequently to a ‘correct’ balance between the quantity of money and the quantity of goods, without specifying how it is to be judged. His references to production for ‘need’ rather than of unnecessary goods and to the notion of an ‘adequate’ number of cars are of great interest in a world where ecology has tended to be neglected by most economists. Yet in themselves they appear to beg some of the major questions of contemporary economic theory. What are human needs, and who decides them? What if one person wants a car and another person thinks there is an adequate number already, so the first person ought not to have one? These are not easy questions. The market system, which offers one kind of solution without State control, is deeply imperfect. The question is however whether and how it can be altered, without the substitution of something worse in its place.

In this context, Wilken’s distinction between competition and ‘emulation' is of particular interest. Emulation is the force that leads artists, craftsmen and in the right conditions potentially all workers in Wilken’s view, to wish to excel, without necessarily wishing to conquer or— still less—to destroy those with whom they may compare themselves. Competition is, in Wilken’s view, the malignant growth out of emulation, with aggression, egoism, insecurity and destructiveness all confusing the fundamental human impulse to excel. How can the role of competition be diminished and that of emulation be encouraged in a market system.

One possible answer is the spread of co-operation. Co-operation often tends to be studied by people who believe that man is naturally more co-operative than economists assume: and correspondingly the subject of co-operation tends to be neglected by those who think that ‘economic man’ is at least a reasonable first approximation to human nature in society. Paradoxically, it can be an obstacle to the study of co-operation if it is connected with the advocacy of very much more idealistic notions of what human nature is like than those customary in economic theory.

If co-operation is to ‘float’—both as an intellectual topic and as a real-world form of organisation—it must float on the general ocean. It may be best therefore to examine it with neutral pre-suppositions about human nature—indeed possibly even to start with the ‘economic man’ of conventional economic theory. For if co-operation and participation can be shown to work on these terms, this may be more readily accepted than the assumption that men are more co-operative than ‘economic man’. To adopt this approach as a strategy does not commit one to the belief that men really are so greedy or selfish—indeed, this is almost certainly false. It is highly likely that if the economy were more co-operatively organised people might find greater expression for their less greedy and selfish impulses, and thus human nature might change. Even such ‘realists’ as John Stuart Mill, Stanley Jevons and Alfred Marshall argued the case for co-operation and for workers’ participation in the form of capital-labour partnerships.

Altruistic concern for the interests of the economic system as a whole is not the only alternative to egoism and materialistic self-interest. People can escape from such behaviour by concerning themselves with the interests of groups to which they belong. The history of the family offers a counterweight to the normal assumptions of economic theory. And at work, if people did not choose things that they know to be not narrowly in their interest at any moment, working life, and indeed human society, would hardly hang together for long. Tendencies towards non-self-interested actions do exist, and are essential elements of any model of the economy that is to shed light on its real workings. However, they are generally directed towards groups, not towards society as a whole. Changes in human nature may come about through better economic arrangements, ones that do not tend to penalise thought and action designed for the interests of groups outside the individual’s ego and even ultimately of the society as a whole. It seems extremely likely that such arrangements may increasingly include co-operatives and labour-capital partnerships.

In suggesting certain fresh theoretical principles, particularly to do with capital, on which the study of the present day economy may be based, without requiring the abandonment of the main assumptions of existing economic theory, and in pointing the reader in the direction of new and hopeful changes, this book is of exceptional value. It has inspired many people, including those who have been most influential in the Industrial Common Ownership Movement, and it seems likely to inspire many more.

Alasdair Clayre

All Souls College, Oxford
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Preface

Fifty years ago, Werner Sombart diagnosed the capitalist economic system as being in its final stages. Reviewing world economic changes since then, the tendency for conditions to become more chaotic suggests that this system is indeed entering its final phase.

One symptom of this is the growing dislocation of the basic equilibria in economic relationships, particularly in the capital and monetary systems that determine the functioning of the economy; these have never before been so anarchic. The workers have no interest whatsoever in the capitalist system, which is losing its ability to cope with economic events. Business leaders feel obliged increasingly to turn to the government, in the expectation that the power of the state can put the capitalist economic system back on its feet, can stabilise the chaotic currency markets, can shore up the supply of capital, can end unemployment and so on.

While economists have seen their task as one of maintaining this economic system in operation, they have not been able to work out a real social solution to these problems, but have instead avoided real economic issues in a lifeless world of abstract mathematical propositions. Their many curves say little about the forces they purport to be analysing—and nothing at all about those they ought to be analysing.

The conventional capitalist economic system has obtained such a hold over the peoples of the West, that many think of it as continuing for ever. (Indeed, it appears in various ways to have almost a mesmeric effect on society.) Like an impregnable fortress, it commands the social organism—for that is what society is, an organism, and one which cannot be comprehended mathematically, except in a very limited way. When a living thing is dissected by mathematics, it dies. The economic system is alive; moreover, it is essentially a matter of ethics. Economics must start by understanding the laws of life.

The analysis which follows has been made in the belief that economics must be rebuilt, from the bottom up. A lone voice calling for a new start was that of Rudolf Steiner in 1922; see his lectures published under the title World Economy, as well as several of his other writings.

Our investigations will go into the fundamentals of capital in the economic system. The tricky substance, capital, cannot be adequately grasped by the mind in purely material terms. On the contrary, capital reveals itself, in all its capacity to shape and sustain economic relationships, as being not only an economic category but also—and essentially —an emanation of the powers of the mind.

The very nature of the life of the economy makes it imperative that the study of capital is approached in the right frame of mind. The forms of capital need to be understood in terms of their living flow. Once we look at it in this way, we will be able to cope with the fact that many questions are best studied iteratively; that is, at first it may not be possible to explain them fully, though they can be more fully developed at a later stage in the exposition. With this approach, it becomes possible to grasp the actuality of social life, and moreover to find effective and living solutions to practical problems. Economic science cannot resolve these problems in every single detail—but it can however point out the general direction in which the solution must be sought.

To some extent, the economic theory of capital developed in this book takes the form of an instruction manual. Perhaps the title may give the impression that it is a specialist economic study. However, while the subject may appear to be specialist it in fact reflects not only the overall economy, but also the many interrelationships between economic activities and the other two organs in the social organism, the Rechtsleben and the Geistesleben. To the extent that this is a manual, its content needs to be studied and worked through systematically, if the approach it adopts is to be fully absorbed; for the consequences of this approach need to be recognised as both real and urgent. It has been written for those who want to change the world in the right way, but yet do not have the knowledge or the conceptual equipment which will show them just how this change can be in fact achieved. It is written for those who sense the Geist stirring in humanity.

Those young rebels, the socialists, who stand opposed to the existing social system, declaim in their programme against the capitalist economy and against the pro-capitalist state. Not going any further than did Karl Marx, they demand in his name the socialisation of financial institutions and of the principal concerns in industry, commerce and the service sector. In addition, they want to bring about what is termed democratic planning of the economy and control of investment. What this Marxist teaching means in practice is that the widening structural faults of capitalism are to be swept away by a collective system which can only be run by the state.

Yet Marxist teaching, on top of ignoring freedom and individuality, is in fact obsolete, advocating as it does, in a rather perverse way, a revival of theocracy, of government by an as-it-were priestly caste, only the priests are the cadres of the material authoritarian state. What is needed in society, for there to be democratic participation, is undoubtedly a social system answering the needs of the times and based on the work of individuals; but such a system would be totally paralysed if the state were to run it. Really, those who want to change the world in Marx’s direction have come under the spell of authoritarian ideas, so that they put the class which manages the state over the individual. To them, a democratic self-administered economy has to be centralised.

It is vitally necessary to arouse the will to act on the part of the individual. This is the only possible basis for the future development of society, so that the economy, cultural life, and the state can each be arranged according to their own needs.

The analysis set forth in this book aims to uncover the forces underlying economic events, to show how these forces can be properly organised, and to make people aware of all this. The right awareness can proceed from seeing what is necessary, to making it come true In the economic sphere, our analysis must be directed towards making an impact upon the working of the individual will. This calls for an awareness of responsibility and a disinterested spirit—the forces that can harmonise the potential of society with its needs.

For a deeper insight into the roots of capital, a special examination of this is to be found in Appendix I.

Folkert Wilken

Freiburg, 27 February 1975
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1 The crucial questions about capital

Wherever man has gone in this world, he has encountered two unresolved and persistent social problems. One is the antithesis between rich and poor. The other is the contradiction between those with power and those without.

These two antitheses have taken quite different forms in the civilised nations of the West, in the ancient cultures of the East, and in the largely undeveloped areas of Southern Asia, Africa and South America.

In the West, it was individuals developing towards self-aware personality who experienced poverty and the lack of power as being more than mere material deprivation, as being in addition a deprivation of their essential humanity, and therefore as a social injustice.

Hence they have reacted from the depths of their whole being. They revolted against the wealth of the rich and the strength of the powerful. They see these as the causes of their deprivation, and so seek to abolish them. But being self-aware persons they also want to obtain a share in the wealth and power of others.

Popular thinking may link the idea of capital with notions of wealth and power. Business definitions are however quite different; in practice, from a management point of view, capital is defined as a money sum laid out with a view to profit.

But if we look more carefully at the nature of capital, we will see that we cannot understand its true character in mere financial terms. In reality, capital has various aspects, each distinct, each of which must be considered in its movement. Capital is a dynamic complex, changing all the time as it moves from its source to its destination in the economy.

Marx tried to analyse capital mechanistically, by fixing its genesis in the social dynamic of the relationship between workers and employers.

According to the Marxist theory of exploitation, employers pay workers less than the value of their output, thus generating a profit that is the difference between the wage and the value produced—a “surplus value” that should really not belong to the employers at all, but to the workers. This rather anti-social mode of capital formattion is indeed possible, but we shall see that it is not the normal situation. In fact, by trying to treat this special form as the general case, Marx hides the real nature of capital, hindering understanding.

Nor can one come much nearer to understanding the nature of capital, if one goes to the first historical origins of capital formation, which Marx called “primitive accumulation”. This did not come from the industrial economy, but from foreign trade. In the later middle ages, and towards the beginnings of modern times, there was an outsurge of commerce, expressing the development of individuality. In the period from the thirteenth to the sixteenth centuries, the merchant adventurers, as they were called, voyaged to the newly-discovered countries. There they appropriated or otherwise acquired various sought-after commodities—primary products, rare metals, and so forth, which were then sold from the trading posts they had set up. They established regular international markets through the trade fairs, such as those in Champagne, where they were able to turn the goods they had acquired into money.

As yet there was no continuous economic system, only commerce, albeit now on a large scale, being developed by sophisticated trading techniques, using both money and such instruments of credit as bills of exchange. The driving force behind this private development of trade was the assertion of the individual self and its corollary, a will to act on a positively heroic scale. A particularly important development went hand in hand with this formation of the market economy. This was the development of a fixed ownership relationship with economic objects such as commodities and money. The newly wakened awareness of self sought a material expression as a means of self-realisation, to strengthen and confirm the consciousness of individuality. This egoistic drive, focused on material things, produces, with inexorable logic, a self bound to material values. Thus it was that the private ownership of material things became the main goal in life. This urge for private ownership will be recognised as the driving force behind the subsequent market economy, dynamically shaping and propelling the modern economic system. This led to the development of something quite different from the old handicraft system, or from plain down-to-earth small trading. In the place of these came self-industrialising large scale production, with big business working out its freedom in mass markets. In place of the small household economy providing for direct consumption, there came the big business economy with its large scale production and distribution, and its corresponding monetary system, thus generating a whole new economic way of life, on a massive scale. Thus the concepts were formed which have since shaped our economic activities.

Modern economic life derives its inner structure from the Geist and will power of big business. Out of this will power, and through experiencing it, the entrepreneurial elite originated. The ruling motivation of this élite was self-realisation and self-advancement of their personalities by acquiring control over material things. In this way they brought into being a continually expanding world of material goods, a veritable material cosmos. In this cosmos, capital appeared, playing the part of the chief protagonist.

Both the formation of capital and its application were entangled with the egoistic workings of this economic system. Since this economic system was called the capitalist economic system, the word capital has come to have a bad name, so that even the putting to work of capital came under condemnation. This needs thinking about. A distinction in fact needs to be made between the real substance of capital and the relationships it happens to be involved in, which have given it this bad name. It is condemned precisely because of the way in which the anti-social urge for ownership has shaped modern economic life, gripping both producers and consumers.

The previously existing economic relations had had a religious atmosphere about them, but these fell away during the nineteenth century. In their place, openly anti-social trends developed.

These anti-social trends have become widespread. We find this in the commercialisation of human labour. We find this in the exploitation of the consumer. Above all, we find it in the competitive war waged by producers and traders against each other, each trying to drive the other out of the market. The anti-social tendency is canonised in its very core, in the pursuit of capital to be owned. It is thought to be a fundamental principle, that the ideal of human freedom can be realised only in economic activity. However, the true situation is that the ego-forces stirred up and set free in the process of individualisation can at first proceed in no other way, as they increasingly turn towards the realisation of separate wills. The force of freedom, manifests itself in the gratification of the egoistic drives breaking out of the centre of the personality, and cannot find realisation except in grasping the world of material values. The liberated ego, connecting itself with these values, seeks its validation and its security in power over them. Hence it wants to take such values into private ownership and so make them into a part of itself. From this root grows economic wealth, and its corollary, economic power.

To put it more precisely, when individualised economic wealth takes the form of capital, this opens the way to the establishment of economic power over the productive forces of nature, over human labour, over, indeed, the intellectual, cultural and spiritual forces which inform and serve the economic system, and, ultimately, to a significant extent over the power of the state. The coalescence of the interests of capital as economic power, and the interests of the state as political power, has developed to such an extent that neither could survive without the other.

Most importantly, the result is that the large economy works to maintain the status quo—that is the market economy and its kingpin, the profit motive. This follows from the outdated right of ownership over that which is found unowned; which is in turn the corollary of the individualist drives for freedom which, in their egoistic, unrestrained, original form, stimulate the processes of the large economy to action. The aim of these strivings is not to meer human needs, not to share out the fruits of economic production equitably, but to make profit as seen from the viewpoint of the enterprise. The great distortion wrought by the market economy—said to be based on capital—is to turn the true end of economic activity—namely to provide the material goods needed by society—into a means of serving private goals. These private purposes are to divert the money sums appearing as profit, and so defined, into the ownership of private individuals—this being legitimised by the private ownership of the means of production. The true nature of profit remains blurred and opaque when viewed in this narrowly legalistic fashion.

Taking all the foregoing into account, we come to the following key questions:

	What exactly is capital—and how does it originate?
 	To whom ought capital to belong, and how can its ownership be correctly defined?
 	Who ought to make the decisions about the best way—economically and socially—to invest capital, and to determine its use?


These are the critical issues of the century.



2 The origin of capital in Geist, and the source of capital formation

To see just how capital originates in the mind, we should look more closely at the circumstances of human life on this planet.

The material needs of humanity are met by means of economic activities. At birth the human essence and spirit is incarnated upon this earth, where it cannot help but become increasingly separated from its physical surroundings. Deep down it finds the material environment to be quite alien to its own nature, to be something which harasses it; however man is obliged by his drive for self-preservation to live in it and fashion it into something livable in.

This shows itself in the way in which his physical existence, which he enters at birth, has to be formed, enriched, adorned and made easier. He continually struggles to shape it, to make it more and more suitable for and worthy of humanity. This he does by developing a material culture. Thought, spirit and work, effort and creative ideas, are all needed to produce material objects that make human life better provided for.

In order to create a material culture which will enrich life, physical work must be combined with material natural resources. Here, man is under the elementary need to lighten his physical work in all sorts of ways, not only simplifying it, but, if possible, eliminating it altogether. (We have in mind here physical labour, to which, from its etymology, the concept “labour” should strictly speaking relate.) Now there have been epochs in history—for example in Babylon, Egypt, Greece and Rome, when physical work, being considered brutalising, was left to slaves.

Work first came to rise above the material, to take on a spiritual quality, with the advent of Christ, which had the effect of starting the process of developing self-awareness in increasingly large numbers of people. The Christian aim was to transform the world: thus it was that physical labour became imbued with the force of the ego of those who were in the process of becoming individuals, and thus it was that labour came to be performed with a deeper sense of purpose. Work was sanctified—as realised by the medieval monks, who tried to give an example to the people. But in spite of the personal strengthening that people experienced in concentrating on physical work, the movement nevertheless grew, to alleviate, limit and, where possible, eliminate it. So, the reduction of physical activity soon became a pre-occupation of all economic activity, becoming the most important tendency in the economic system as a whole.

Now the disadvantage of this tendency is that the economic system is thereby put increasingly out of balance. In the economy, the mind is continually working towards a harmonisation of all outputs with all reciprocal inputs, so bringing about an equilibrium. However, this is continually upset and broken through by the dynamic impacts, on the one hand, of the progressive improvement of consumption goods in order to meet continually changing and growing demand, and on the other hand, of the systematic tendency already mentioned to minimise all physical work. This is realised by the continual reorganisation of the division of labour and by technical developments aimed at saving labour, particularly physical labour, to which, of course, the application of the reasoning power of the intellect contributes.

Now, what this application of intelligence deals with is only the reflection of the world of the senses and of its dynamics. On the other hand, the work which people want to do—and indeed must do—in the sphere of the sciences, art and religion, is not affected by the drive to save labour. On the contrary, intellectual work calls for continual expansion. This is because, if humanity is to progress, it must find its destiny in the powers of the mind, the development of which is the point of the universe.

The meaning of this will be grasped only if we search deeply into history. It is to the far distant past that we must look, to the events portrayed in biblical mythology as the Fall. The Fall brought about man’s expulsion from Paradise—his true home—into exile upon earth. This event is depicted figuratively in man having to earn and eat his bread by the sweat of his brow. The cosmic purpose of this was that man’s further development should proceed through the encounter with nature. Man had to suffer the material existence imposed on him in continuous and reiterated life in this world as the only way in which he could strengthen his abilities, and raise himself above the material world.

The descent of the human race to the material world was consolidated in a subsequent episode, mythologically remembered in the killing of Abel by Cain, symbolising the setting aside and destruction of Abel’s powers, which up to then had still retained a heavenly purity.

The consequence of this was that man, abandoned by God’s power, was bound to the earth and material things. He being “inconstant and fickle” must work out his life in the material world. There is world necessity in Cain’s deed. The human destiny revealing itself in the archetype of Cain released an indestructible force in man to overcome this earthly destiny. Consciously or unconsciously men are activated by the wish to ascend into the realm of the spirit and of God. Symptomatic of this is the way in which men performing material work are continually at pains to evade it.

We should understand that people imprisoned in the material world and in the power of death have to find fulfilment in this inner yearning to raise themselves above it, and so achieve reunion with the world of mind. Men becoming inwardly free seek to embellish material life on earth by creating a material culture, by making the necessities of life, by enriching every aspect of existence. It is related in myth how this spiritualisation and embellishment proceeded after Cain. Jabal-Cain invented house-building and cattle-raising; Thubal-Cain established the craft of metal work; and Jubal-Cain made inert matter, into the means of artistic creation, with his invention of the violin and the flute. All of this moved in the direction of transcending the purely physical content of human work. This took on a more fundamental character when man reached the stage of applying his faculties to shaping the economic system, thus imbuing it with intellectual content.

This leads us—and this is essential for the understanding of capital— to the basis of the creation of economic value. This does not mean the utility of goods produced, but the value that originates through the physical work expended in the production of material goods. From the standpoint of those who do the work, this value is measured according to the original social logic of reciprocal performance of useful services in society, so that the worker and his family dependants should be able to live from the goods he produces, that is, from their above mentioned market counter value. This original equilibrating principle in the formation of personal/social values for economically produced goods was however radically cut across by the continual human endeavour to eliminate physical work altogether, and so counteract the destiny imposed on man on this planet.

Economically speaking, it was in this way that a major contradiction, an antithesis difficult to resolve, came to be introduced into the evolution of economic life. While work in fact constructs the economic value of a commodity, arrangements are continually being contrived to reduce the amount of physical work and hopefully eliminate it altogether. These arrangements continually reduce the economic value of goods. Once this is grasped, we will be able to see that capital arises out of the difference between the construction and erosion of economic (labour) values.

This continuing reduction of economic work is in principle achieved through the so-called division of labour. The most primitive economic situation is that of isolated hunters and fishermen fending for themselves. However the most primitive is not, historically speaking, the first in world history; in the beginning, the family and consanguineous economic unit was the natural living form, within a large theocratic tribal society. In such a system, as later on in peasant family households which still exist, the division of labour was determined by the group make-up, and was based on sex and on natural abilities. As the economic system developed, along with individualisation, the original or basic form of all economic division of labour appeared in village communities. The essence of this was the separation of the producers of goods from the consumer of goods. No longer did the head of the family apportion the fruits of the family’s work among the family members, once this separation came into effect. Although every producer was, of course, also a consumer, these two functions were socially separated, and were brought back into contact with each other through exchange and money.

Exchange enabled production to be guided towards consumption. This can be called the original economic division. Through it was realised the deployment of economic labour in various trades. The abilities necessary to each particular trade were developed to the fullest extent. This had the effect of bringing the power of the intellect to bear on the arrangements of economic life. This economic division brought about a social system in which the labour of society was increasingly sub-divided. This in turn had the further consequence of reuniting the divided labour force, as individual labour activities were brought into relation with one another, with the aim of achieving the most economic arrangement—that is, that arrangement which saved the most labour in relation to given production goals.

Thus we can see in this organisation of labour how the force of the intellect takes hold of the economic system and its working processes, and how it tends to make work lighter. The organised division of labour, however, plays a twofold role. As already mentioned, it arises directly when two or more men execute a common task in such a way that they have divided it between them. In addition to this division of labour between men working together, there is also a division of a qualitatively higher kind, between man and nature, when natural processes take a part of human work. In order to make this possible, the human intellect has to bring natural materials and forces under its control and bring them to the workplace for use. This type of intellect has to develop scientific thinking to the highest degree, hence the growth of modern technology, which remoulds natural materials, and creates an enormous material cosmos, a technical world which permeates human life on an ever-increasing scale. This works in two ways—human manual and also intellectual work is replaced by natural forces, and human work is taken over by machinery.



3 The intellectualisation of the economy resulting from the division of labour

If we look closely at the working activity of a given individual, we will see that its made up of three elements, each of which can be—and increasingly is—to varying extents substituted by technology.

	Every job develops out of a mental perception and conceptualisation of the purpose that it is to achieve. This is accomplished by planning. This purely intellectual planning of the work to be done can to some extent be handled by computers.
 	The working process itself consists of the forming or shaping of all sorts of materials—wood, metal or stone—through human activity. This activity is directly assisted by tools. It is carried out by carefully executed movements. Technology is increasingly involved in this area, and mechanisation had come to dominate the scene. As early as the eighteenth century, the engineering intelligence revealed itself in the development of machine tools able to cope with a complete working process. The ultimate goal is reached in the combination of all processses in a fully mechanised factory, in which all the sequences of production are carried on without human intervention. Mechanisation has also been applied to commercial activities.
 	Every job is helped by auxiliary energy, the use of which, in addition to human energy, has become a guiding idea in economic development. Engineering skills are continually applied to this purpose. This started by using the elemental forces of nature, wind, water and gravity. To these were then added steam power using natural fuels. Then, as science probed further into the basis of the natural world, still more powerful forces—some dangerous—were unleashed, such as electrical energy, the internal combustion engine, and now nuclear power. Though each of these serves the purpose of helping man to eliminate work, each also involves various environmental dangers.


The particular characteristics of electricity have brought about still further reductions in the amount of physical matter needed for various kinds of production. Power equipment, machine tools and production machinery were all built out of heavy raw materials, usually formed into steel, and tended to grow to immense sizes. But recently we have the “thinking machines” in which the amount of material in use tends to be reduced, due to the development of minute electronic components, which make use of electricity to carry out “thinking” functions. This development is enabled by the construction of computers.

This kind of functionalising of production and economic relationships is continually being developed and refined, towards the point that material processes disappear. The technical apparatus in which these electronic thinking activities are carried out creates a network of machinery in which the amount of physical matter involved is greatly reduced, and in which many workers and their machines are displaced. A worldwide saving of labour thus develops. This is seen in the automation of production processes.

The effect of this intellectualisation, which increasingly depersonalises control, is that economic life is being revolutionised by an overdose of technology and therefore put out of balance. This technical revolution has grafted itself onto the economic organism, convulsing the economy. An impersonal engineering approach manages all industrial processes. The result is a progressive elimination of the material side of industrial activity, which becomes more and more a question of the operation of pure intelligence. The burden of manual work is replaced by intellectual effort—which is not burdensome. Herbert Marcuse, in his book One-dimensional Man, called this the “transubstantiation” of labour power into a producing object, divorced from the individual. That is to say, the indivisible productive work process is depersonalised and objectified through the effects of a technology in which science is revealed as direct productivity. This tendency has become sufficiently widespread to dominate the economic system.

The economic world is being made more and more impersonal, because of the effect of science upon production. This is seen particularly in the automation of production processes, which are managed by computer. Through this intellectualisation, work is detached from production in the strict sense and removed to the sphere of production preparations, in the form of auxiliary activities, design, compilation of plans, etc. The independence of all these intellectual activities in specially built research centres has an effect that we can only describe as the dematerialisation of human work. Herbert Gross construed this impact of science to mean that a fourth factor of production—intellectual capital—should be included along with the traditional three factors—land, labour and capital. Recruiting the forces of the intellect to plant economics—when these forces are the source of capital formation—brings in an aspect of capital we have still to examine. The social dynamic of capital—which has so stamped our times, and generated such conflict—needs to be developed. This will necessitate a more profound conceptualisation of capital processes.

Commerce fulfils a particularly important role here as the organising force in bringing the division of labour into operation on a world wide scale, which affects the whole world economy. Trading relations between merchants and producers facilitates the whole economy, through the development of the transport system, and also particularly through the monetary system. Another example of the effect of intellectual activity in this sphere is seen in modern communications.

Without doubt, the part of mankind which has advanced intellectually is quite under the spell of technology. Its charms are twofold. On the one hand, there is the enticement of increasingly comfortable living standards; on the other, there is a reduction in the amount of work which it is necessary to do, including intellectual work. The irresistible pull towards technological development, and towards its realisation in full mechanisation is caused, we should remember, by the unconscious and deep-seated desire to free ourselves from the material oppression of the material world.

All motivational drives, particularly those involved in shaping economic life, derive their innermost drive from the guiding principle of the modern economy—emulation. The motivation of emulation in economic life derives itself from the general human drive for intellectual emulation, in its turn rooted in the longing to grow stronger, to realise oneself. And this longing results from the still deeper need in the very soul, to return to paradise, to undo the Fall. This gives a vigorous impetus to activities of the whole Geist, which seeks to draw near to its origin; by which means its true human value will be realised.

However, egoism tends to make this need for competition take a form in which people assert themselves against others. Out of a hidden sense of inferiority, people enter into rivalry with one another and try to overtake and outdo each other. This psychological emulation can be seen in sport and similar fields, sometimes taking a rather atavistic form.

In the economic field, this kind of impulse is directed towards material enrichment, which involves the economising of labour. The technological intellect is continually working at achieving this goal and sees the development of science and technology as constituting the essence of human progress. Because of the development of nation-states, this attitude generates international rivalry between national economies, made worse by mutual fear from a military point of view.

From the outset, the part played by emulation in economic life has been morally rather negative, and increasingly so.
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