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The Philosophy of Money

‘We should all be grateful for this translation. It must have
been extremely hard work, but it shows no trace of it. Indeed, it
positively sparkles.’

Alan Ryan, The Guardian

‘Its greatness . . . lies in ceaseless and varied use of the money

form to unearth and conceptually reveal incommensurabilities of

all kinds, in social reality fully as much as in thought itself.’
Fredric Jameson
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FOREWORD TO THE ROUTLEDGE CLASSICS EDITION

Money? Really!

Money is everywhere. For some it is everything. For all it is necessary. Yet,
money as such is nothing in and of itself. Even the coins are all but devoid
of precious metals and the paper stuff is nothing more than paper with
encrypted print. Bank notes are no longer backed by any commodity more
precious than a vague confidence in the economic communities that print
them. Yet, it would be hard to name a thing more central than money to
modern life; hence, the mystery as to why money is so little understood
inversely to its enormous importance in our daily lives.

All the more puzzling, given the lack of very many alternatives, is that
Georg Simmel’s Philosophy of Money is not, as it should be, required reading.
Anyone who uses money and wants better to appreciate the benefits and trou-
bles it imposes on day to day life should know this book. To be sure (and we
might as well get this out of the way at the start) Philosophy of Money is not
an easy read. But then there are many slow reads that are considered indispen-
sable. Neither Marx nor Shakespeare are meant for the weak of heart. Still
workers once carried Marx to work, as pioneers packed Shakespeare with their
Bibles and shotguns. Simmel is no Shakespeare, it is true, but on the question
of money he is at least as good or better than Marx and like Marx wrote with a
poet’s touch.

One reason we have been so slow to pick up on Philosophy of Money is that
neither in his day early in the previous century nor in ours has Simmel
himself been a household name. Quite apart from the fact that Philosophy of
Money is a big book that could not fit any ordinary pocket, there remains
the disturbing fact that Simmel was largely ignored in spite of utterly
compelling short essays on strangers, cities, mental life, the poor, prosti-
tutes, the adventurer, the spendthrift, and much else. For the most part, only
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academic specialists gave Philosophy of Money much notice. Most liked it, but
somehow its inherent values never filtered down to others.

It is high time that we, for our own sake, change all this. In this respect,
readers who would dare to learn more about the central material element
in modern commercial culture owe a solemn debt to David Frisby who
(with the help of others) has translated and introduced Simmel’s great book
into an English prose that captures the direct and poetic language of its
original author.

A book — any book — may be daunting in its entirety, even as its parts may
be beautifully haunting. ‘Just as we represent certain statements as true while
recognizing that their truth is independent of our representation, so we sense
that objects, people and events are not only appreciated as valuable by us but
would still be valuable if no one appreciated them. [70] Here you see
Simmel’s special literary method at work. He is discussing the value of money
as an objective reality apart from our subjective appreciation of it. Yet, he puts
the point, in this line, in plain words that touch the imagination of any
thoughtful reader. Even more, what Simmel is doing in this part of Philosophy
of Money is not an easy trick to turn.Yet, Simmel forges ahead. He treats money
gently as the mysterious thing it is — at once real and true, while also in some
strange way quite beyond what we experience as real or true.

The literary method at play is, of course, as you can see in the line just
quoted, that of a delicately true to life comparison that allows the reader to
locate his subject, money, in ordinary experience. If one appreciates the inherent
value of ‘objects, people, or events’ then to which of these does money belong?
Simmel always invites us to think with him. The answer, to be sure, is that
money allows us to value objects, even those without buyers. Simmel is a bit
of a trickster, always turning the table on the reader. ‘The value that attaches to
any object, person, relationship, or happening demands recognition.” [70-71]
Thus, in a touch of irony directed at the hard-nosed political economist, he
takes demand away from the theory of prices and projects it onto the full range
of human desires. In our heart of hearts, we appreciate even money among the
external objects of our affections because they turn our heads, demanding
appreciation. Money is a special object of course because, while it is utterly
demanding, it is not a pure object of adoration. Though occasionally you will
come across a merchant who frames the first pound sterling or dollar he
earned, by and large one simply does not frame a paper note as it were an
object of pure aesthetic value. This we realize, when someone reminds us, but
it is one of those dawning realizations to which Simmel leads us quietly. He
sneaks up on the reader. Hence, another of Simmel’s literary methods — one
that has driven scholars nuts, but can be seen as a gift to readers.
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Simmel disdained footnotes. There are, precisely, none in this book. Nor did
his publishers in the original German implore him to make an index; or, if they
did, Simmel must have refused. He just liked to say what he thought, without
all the ornamentation. What he did offer is a finely annotated Table of Contents
for Philosophy of Money in which he lists the particular contents of each chapter.
Once again we are indebted to David Frisby for his wisdom in taking Simmel’s
content lists and inserting them where they belong in the text. Even these pithy
lines announcing a chapter’s contents are lovely in their way, and consistent
with the method of leading the reader through material that, on the whole, is
complicated but, in the particulars, is inviting, even exciting.

For example, here is the first of two subheaders that start the final chapter of
the book on the style of life: “The preponderance of intellectual over emotional
fluctuations brought about by the money economy. By itself one might say,
What? He is discussing money as a factor in daily life, and begins by suggesting,
perhaps, that money is making us more (or too) intellectual. Some will pause
to note that this is not necessarily a good thing. Then, after this short section of
three pages, comes the header to the second section of the chapter on the style
of life: ‘Lack of character and objectivity of the style of life! Of which one
might say, That's more like it. It is a more common disposition to treat money
as somehow corrosive of personal character. The reader may find relief thus in
the header and is not disappointed — at least not until she realizes that the char-
acter Simmel has in mind goes well beyond the moral character of the indi-
vidual. “The intellect, as a pure concept, is absolutely lacking in character, not
in the sense of being deficient in some necessary quality, but because it exists
entirely apart from the selective one-sidedness that determines character.’ [468]
One is caught off-guard. Character as an element of the individual subject is
framed as a generic quality, or the absence thereof, in things that exist quite
apart from the concrete world in which character is acted out, or not.

Stop for a moment to compare this latter line from page 468 to the one
above from page 70 (nearly 400 pages earlier) of the book. The earlier one is
on the subject of the mystery of objects that can be valued apart from our
subjective appreciation of them. Then, near the book’s end, Simmel picks up a
thread woven into the text from the first. Simmel leaves no loose ends, even if
the reader is advised not to try, page by page, to find and follow the threads.
They are there, and they are many, but they will not become apparent until
one listens deeply to this author.

One such thread — and surely one of the most original — is the idea that
money is freedom. Some will immediately protest, What about the poor who
have little of it? But here, again, Simmel does not fail. In the second more
sociological part of Philosophy of Money Simmel provides a stunningly succinct
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historical account of the traditional poor. [308—310] He tells the story of
the greed of history’s dominant classes. Cleverly, Simmel notes, they keep
money out of the hands of serfs, slaves, tenant farmers, or any of those who
suffer under the demanding impositions of traditional societies. But why?
Today we might say, being familiar with modern money economies, why not
just pay them off and be rid of the bother of controlling, feeding, trading,
and bargaining with them? Simmel’s answer is shockingly apt and, to most
readers, it will be fresh insight. Why avoid money when dealing with the
mass of workers? Because money gives them freedom to leave the system.
Better just to keep them in the servile position, when you can, by controlling
their livelihoods and their lives — as in the oppressions of slavery or the feudal
order or of bargaining with sharecroppers. The owners of bodies and lands
will always, or nearly always, win the day in these relations because, without
money the lesser classes are not as free to quit the domain. Without money,
how will they cover the costs of life along the freedom trail? Of course, in
time, they did, but only after a variety of underground railroads were formed
by supporters along the furtive way. And when this happened, wherever, it
spelt the end of the old system and the freedoms of the money system.

Still, why read Simmel when Marx had already covered some of the same
ground and in ways that allowed for a strong, if incomplete, answer to the
question of lack of freedoms among the very poor. In the capitalist money
economies workers are systematically paid the lowest possible wages that keep
them dependent on, in Marx’s expression, Mr. Moneybags. For this and much
else everyone should read Marx, to be sure, but not to the exclusion of Simmel.
Marx’s writings on money in the scheme of values as they are determined
uniquely by the capitalist mode of production are, no doubt, brilliant and true,
also, that Marx is more helpful in demonstrating the exploitative dynamics of
the capitalist system. At the same time, Simmel has more to say about money as
a generalized social fact; and he offers a more subtle view of the money
phenomenon as it affects all classes, high or low, in the modern economy.

‘The development of each human fate can be represented as an uninter-
rupted alternation between bondage and release, obligation and freedom.
[305] Thus Simmel begins the second, more sociological, part of the book
with an essay on the theme of freedom’s necessary ties to duties. And again,
he picks up a thread that runs throughout. Money is freedom, yes; but
freedom is obligation; hence too money. Simmel, thus, is not at all lacking
in a notion of the complicated effects money has on rich and poor alike; nor
on the obligations of the moneyed classes to beware that their personal
character is deeply constrained by the limiting as well as liberating values of
money.

Xi
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Hence, still another reason the reader can appreciate David Frisby’s work on
this important book. Frisby offers a superb and well-informed introduction
that thoroughly covers the ground of serious interpretations of what Simmel
meant and to whom he owed a debt, not to mention those (notably Lukacs and
Benjamin) who owed debts to him. Frisby is respectful of others even when he
suspects them. As to Emile Durkheim’s negative review of Philosophy of Money it
was, well, not Durkheim’s best work. As to the claim Simmel in this book was
somehow caught up with the writings of Max Weber, well, he asks for the
evidence of this. And so on through the long list of commentators. As for Marx,
yes, he agrees, Marx was there. Where justice is due, Frisby grants it.

As Simmel did not write slavishly, nor should we read him worrying
about where all this comes from. Simmel was the true, if tragic, stranger in
the academic world of his and our days, but his deprivation bought him
freedom. He was nothing if not the independent thinker. And this alone is a
fact so evident in everything he wrote that I dare to insist that his ideas
purchase well in our time. This because now, in an age some even call
postmodern, money and freedom are, as never before, the two faces of the
unremitted promises of the modern world. Without money freedom is not
worth the paper it is written on.

Simmel must be read on his own terms. He was who he was. He accepted
his duty to the truth, but he wrote with the freedom to be the independent
thinker he was. As a result, when reading him, read more as you would, say,
Nietzsche or Borges, even Foucault or (at the extreme) Deleuze. In so many
cases of great literature, you can begin where you wish and read as you will.
Even a short book like Borges’s Dreamtigers is barely a collection so much as a
compendium of life as he thought it to be. So too, Nietzsche’s writings. Foucault,
as well, thought his basic method was that of a poet. Even, as well, Gilles
Deleuze, whose massive Thousand Plateaus (with Felix Guattari) is strange
beyond words until one realizes it is, if not poetry, some different literary
adventure that speaks a new truth. Simmel’s Philosophy of Money is, amid such a
crowd, not so much a tree as a rhizome — a text that grows in every which
direction. Like ginger root or pond lilies it can sharpen the taste and focus the
eye, evenn when we cannot say exactly where this or that idea came from.

Simmel’s book is, thus, just like his subject, money. It is everywhere and
necessarily so, calling us to its false charms, demanding of us its obligations,
and freeing us to flee the domains to which we have been bound. Philosophy
of Money is cash on hand to spend as you will.

Charles Lemert
lemertcharles@gmail.com



PREFACE TO THE THIRD EDITION

The human gaze has the power of conferring value on things; but
it makes them cost more too.

(Ludwig Wittgenstein, Culture and Value, 1984,

Chicago University Press)

Since the last additions to this edition of Simmel’s Philosophy of Money were
made in 1991, there have been several new investigations of aspects of this
important philosophical, sociological and economic work. In addition, the
existing history of the emergence and early reception of Simmel’s study can
also be amplified in several respects. Further, the fact that The Philosophy of
Money had as a guiding thread a theory of objective culture should make us
aware that Simmel’s study had an influence not merely upon a philosophy
or sociology of culture, including the culture of modernity, but also had an
impact upon cultural production itself. From a wider perspective, Simmel’s
philosophy, aesthetics and sociology can be traced in many artistic fields
such as art, architecture and literature. Because this has been somewhat
neglected in the previous introduction and preface to this work, some
instances will be outlined below, and especially where the impact of his
Philosophy of Money can be confirmed and elaborated. Finally, since this is the
second preface to this work, the reader approaching this volume for the first
time might wish to commence with my original introduction (1978)
followed by the first preface (1990) before turning to this new preface.

The first known outline of some of the central themes of Simmel’s Philosophy
of Money — aside from his earlier presentation on the psychology of money in
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Gustav Schmoller’s seminar in 1889 — is to be found in his lecture given in
Vienna on 24 March 1896 to the Society of Austrian Economists (whose
number included Carl Menger, Friedrich von Wieser and Eugen von Bohm-
Bawerk), a version of which was published in the economic section of
the leading Viennese liberal newspaper, the Neue Freie Presse in August of the
same year.'

Through Simmel’s correspondence with the legal theorist Georg Jellinek,
we now know that his lecture in Vienna coincided with his attempts to
secure a professorship of philosophy or ethics and sociology at the University
of Vienna.” The lecture itself was facilitated by Isidor Singer (also an editor
of the newly founded liberal weekly journal Die Zeit in which Simmel
frequently published) and the economist Eugen von Philippovich. For his
lecture to the Society of Austrian Economists, Simmel offered the titles
‘Psychology of Socialism’ and ‘Psychology of Money’, before the actual title
was decided upon. Writing to Jellinek on the day after the lecture, Simmel
declared that:

Yesterday's lecture was not well attended because of all kinds of other
meetings at the same time. . .. Nonetheless it was a great success, | had
almost stormy and evidently spontaneous applause. ... In general | am
astonished by how many people relatively know of me here. The whole
manner in which | have been received here has really made me aware of the
unworthy situation in which | find myself in Berlin3

The lecture’s success was not matched by Simmel gaining a professorship in
Vienna or even, as was also under discussion, in Czernowitz. Only in 1914
did he secure a chair of philosophy at Strasbourg University. What the
correspondence does suggest is that although his interests at that time
were primarily philosophical and sociological, he also had contact with
economists outside Berlin too.

From the proceedings of the Society, we know that Simmel commenced
his lecture on "‘Money in Modern Culture” — described as a ‘lecture on the
money economy from a philosophical standpoint’ — with some general
remarks not subsequently published in the newspaper version or elsewhere.
The minuted summary of Simmel’s opening remarks reads as follows:

Economics has supplied a much greater contribution to the knowledge
of this century than has philosophy. But nonetheless philosophy still
has a few words to contribute. It investigates the subterranean connec-
tions between the isolated spheres of knowledge, connects them to a
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higher entity and draws attention to their common roots. Just such a
philosophical project, with respect to both its content and scope, will
be presented here in which the connection between the whole character
of the modern period and that grounded in its predominantly money
economy will be drawn. In so doing, no new facts will be put forward, but
an attempt will merely be made to establish new connections between
already known ones.*

Three years later, in the course of his 1899 lectures in Berlin, Simmel
declared that ‘there is certainly no side of human life of which one can say
that it is merely economic’; whilst in the following year, his important
preface to The Philosophy of Money declared that ‘not a single line of these inves-
tigations is meant to be a statement about economics’.®

Yet this somewhat disarming rejection of the contribution of his Philosophy
of Money to economic theory did not prevent many of his contemporaries —
including economists — from drawing attention to its relevance for economics
as well as highlighting the social significance of money.This was true of non-
economists, such as George Herbert Mead, and of those critical of Simmel’s
contribution such as Carl Menger, as well as economists such as Gustav
Schmoller, S. P Altmann, Wilhelm Lexis and Friedrich Knapp. However, this
recognition of Simmel’s Philosophy of Money by economists was more nuanced
than such statements suggest.

Of the economists indicated here, it is Knapp’s relationship to Simmel
that can now be expanded upon somewhat further. Knapp was the author
of one of the most influential contemporary economic theories of money,
his State Theory of Money (1905). Economic commentators upon Simmel’s
Philosophy of Money sometimes compared it with Knapp’s work. Knapp himself
in a letter to a fellow economist, Bendixen, also compared the two works,
commenting that ‘he concludes with the style of life, whereas I conclude
with the Austrian currency’.® It is evident, however, that Knapp took a
more serious and long-term interest in Simmel’s work and career. One of
Simmel’s early book reviews had been of Knapp’s Die Bauenbefreiung in Preussen
(1888).” More significantly, as Erwin Schullerus has indicated,® it is evident
from his correspondence with Schmoller that Knapp displayed an interest in
Simmel’s career at least from the early 1890s onwards. More specifically,
responding to Schmoller sending him his review of The Philosophy of Money,
Knapp reveals that,

| have read the work during the last Christmas vacation and written at least
three letters about it to the author, so stimulating was it for me. Above all,

XV
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like you | have emphasized that it is not concerned with money but rather
with the psychological side of the money economy. But most of all it is
concerned with — Simmel: this highly original author outlines within it his
inner life. This the philosopher must and should do.... Such a work
is really not capable of being extracted from. It consists of a thousand
aphorisms. In order to indicate its content more closely an empathetic
temperament that can enter into it is required.®

If the view of the text as aphoristic highlights the plurality of examples
and analogies to the detriment of the systematic argument, it was, however,
also Knapp who referred more positively to this work as ‘weavings of
gold in the tapestry of life’. Much later, when Simmel was negotiating his
first full professional appointment to a chair of philosophy at Strasbourg
University in 1914, his son Hans relates that it was Knapp who was ‘certainly
one of the strongest driving forces behind my father’s appointment’. At that
time, Knapp was ‘already over 70 and an Emeritus but still a most intellectu-
ally lively old gentleman’."’

The earlier introduction and preface to this volume have outlined the
response of economists such as Schmoller, Menger, Altmann and others to
The Philosophy of Money.'' Yet despite this reception by economists, they and
their discipline were ostensibly not the main focus of Simmel’s intention in
this work, which insisted that economic phenomena are no longer merely
‘economic facts’ but also possess psychological, ethical, aesthetic, historical,
sociological and philosophical dimensions. Again, Simmel’s preface reveals
that the project of revealing what in 1896 were termed ‘the subterranean
connections’ is carried out in the substantive study of money, insofar as it is
an exploration of the surface of everyday life, an exploration predicated upon
revealing deeper meanings, beneath the surface, an exploration of exemplars
or fragments of ‘life’s details’ whose total meaning may be revealed, and an
exploration beneath historical materialism.

Such investigations are made of the seemingly most superficial and
abstract economic entity — money. Yet it is an abstract entity with real conse-
quences. Again, in his 1899 lectures transcribed by Robert Park, and in the
context of a discussion of domination and subordination, Simmel refers to
instances of ‘a mere abstraction’ in societal domination rendered visible in
the money economy:

Present-day society is built upon the fact that some possess no money at
all (lowest), others save something (middle), a third class can live perma-
nently from its interest (highest strata). This is a structure of society almost
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totally independent of persons. This unjust [ungerecht] state of affairs, of
course, has come about through a just victory in competition, a victory of
the more cunning, of the more shrewd, or even the more unscrupulous.”

Although such more overtly political reflections are not common in his
Philosophy of Money — but may have been a feature of some of his lectures'® —
his substantive study of money abounds in dialectical oppositions between
differentiation and dedifferentiation, concretion and abstraction, the
personal and the impersonal, and so on.

As Simmel insisted, and as many contemporaries recognized, his starting
point for the analysis of the significance of money was ‘the surface level of
economic affairs’, ‘the details and superficialities of life’, ‘the most superficial,
“realistic” and fortuitous phenomena’, ‘the most indifferent, least idealistic
surface of life’."* From that surface, ‘a sounding lead’, ‘a guideline’ could be
‘dropped into its ultimate depths’ in order to reveal how ‘each of its elements
bears the totality of its meaning and is borne by it’."* For some reviewers, in
this context, ‘Simmel is reminiscent of Lotze, except that, to a much greater
degree, he possesses the gift and the inclination to trace the most hidden
roots of phenomena and to reveal their most delicate inner relationships.’'®

By researching ‘this self-evident thing that everyone has in their pocket,
that everyone has to hand, and whose use, physical character and value
everyone knows’, Karl Jentsch argued that Simmel was compelled to inves-
tigate the foundations of its everyday, self-evident nature.'” Indeed, ‘at the
moment in which a person becomes astonished at the everyday they become
a philosopher. In researching and musing over the essence of this everyday
they attain the knowledge that they — know nothing’'® Another reviewer,
Oscar Ewald, maintained that, faced with this starting point, Simmel was
one of the few capable of creating a philosophy of money:

His ingenious eye for the relationships, one could almost say, the interme-
diate spaces [Zwischenriume] between phenomena and, associated with
this, his gift for connecting the most insignificant relationship to the
broadest perspectives, even to the most outer limits of existence, seems
almost to make him predestined to solve such a problem. For money is the
relation of relations, it is the relationship of values themselves that has
been revealed; its definition exhausts itself in being the measure for an
other entity. Yet this relationship, too, contains more than a connection
operating on the surface of phenomena; it gives expression to deeply
buried, even metaphysical modes of evaluation: and starting out from this
point, Simmel has written his Philosophy of Money."

XVii
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This connection between the surface of phenomena and what lies beneath
is a methodological motif in several of Simmel’s works, including his essay
on the modern metropolis.

Yet there is another surface that was seldom commented upon, namely
the surface of the text of Simmel’s Philosophy of Money itself. An exception is to
be found in Max Dessoir’s brief review which commences with addressing
the physical layout of the original German text.

The volume’s pages are characterized by small standard print that is
seldom broken up by paragraphs and sometimes continues over several
sides without being separated, little is italicized, with almost no exclama-
tion marks or question marks. The internal content corresponds to the
external image. In its core, Simmel’s work is an extremely quiet and steady
movement of thought, but not a movement that advances towards its goal
in a straight line and step by step, but rather circles round its objects at an
ever decreasing distance. It is in no way a characteristic of the author to
place himself between things. His soul is full of suspicion, free of that
naivety by means of which the very young become dogmatists and thus
surrender to what is finished and positively established.>

Mindful of the density of the original text, the English translation inserted
the detailed listing of contents into the text at the appropriate points and
also, on occasion, broke down paragraphs to a more accessible length.

A work which focuses upon the money economy as a site of modernity and
upon the role of money in a mature capitalist society as the universal medi-
ator between things, as the universal equivalent of all values, gives attention
to the sphere of circulation, exchange and consumption. Our participation
in the money economy necessitates entering a sphere in which we are
distanced from objects by means of a mediator, in which we participate in a
‘labyrinth of means’ and abstract relations between things, in which the
dynamic mediator of all values ‘emerges as the secure fulcrum in the flight
of phenomena’.”' This domination by a common denominator, that reduces
all values to its mediations, contributes to ‘the flatness of everyday life’.

Already in 1896 Simmel had emphasized money’s role as ‘a mediating
instance’ that creates a situation in which ‘the objects of economic transac-
tions no longer confront us immediately’. Instead, we focus our attention
upon the mediation between objects,
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whilst all concrete things pass by in restless flight, burdened by the contra-
diction that in fact they alone can secure all definite satisfactions, but none-
theless acquire their degree of value and interest only after their devaluation
into this characterless, qualityless standard. In this way . .. money places
us at an even more basic distance from objects; the immediacy of impres-
sions, the sense of value, interest in things is weakened; our contact with
them is broken and we experience them, as it were, only by means of a
mediation that does not permit their complete, autonomous, immediate
existence to gain full expression.”

This sphere of money exchange itself acquires an autonomy in which
exchange ‘is not the mere addition of two processes of giving and receiving,
but a new third phenomenon’.>*

At the same time, this power of the mediator causes us to focus upon the
process of dynamic mediation itself, which ‘emerges as the secure fulcrum
in the flight of phenomena’, and as the dominant entity in economic tele-
ology. This accounts, Simmel argues, for ‘the unrest, the feverishness, the
unceasing nature of modern life, whose unstoppable wheel is provided by
money and which makes the machine of life into a perpetuum mobile.”** Money
not merely penetrates everyday life, but also ‘elevates itself to the totally
abstract heights above the whole broad diversity of objects [as] ... the
centre in which the most antithetical, alienated, distant things find their
common element and resting point’.*”*

Before a consideration of the consequences of ‘the transition from stability
to lability” implied by the accelerating speed and rhythm of economic trans-
actions here, there are a number of other aspects of Simmel’s analysis to
which attention should be drawn. The first is the consequences of money’s
penetration of everyday life. As Hannes Bohringer has argued,

Money ... objectifies the ‘style of life’, forces metropolitan people into
‘objectivity’, ‘indifference’, ‘intellectuality’, ‘lack of character’, ‘lack of
quality’. Money socializes human beings as strangers ... money also

transforms human beings into res absolutae, into objects. Simmel's
student, Georg Lukdcs, correctly noticed that this objectification (in his
words: reification and alienation) did not remain external, cannot, as
Simmel maintained, be the ‘gatekeeper of the innermost elements’, but
rather itself becomes internalized.?

In the context of the relationship between objective and subjective
culture, which is one of the major themes of The Philosophy of Money, our
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escape from the objective money culture is compromised by Simmel’s
recognition that ‘personal development . . . can be reached only through the
mediation of objects’.”” It raises the issue as to whether the ‘pathos of
distance’ could be realized in the mature money economy, or whether
‘under favourable circumstances, [it was possible to] secure an island of
subjectivity, a secret, closed off sphere of privacy’.”® One potential sphere
for the reconciliation of subjective and objective culture was, for Simmel,
the aesthetic sphere, to which we will return later. However, here too, the
autonomy of this sphere possessed some affinities with the reified sphere of
exchange and circulation that was facilitated by money.

That apparent autonomy and independence was also shared by the world
of things, of what Benjamin was later to term ‘the power of the extinct
world of things’. As Asendorf has argued, Simmel recognized such proper-
ties of things in the interieur. There, and elsewhere,

Once-familiar things have become a multitude of commodities, about
which there are no stories to tell because they have no history. Money has
made the things interchangeable. ‘Both material and intellectual objects
today move independently, without personal representatives or transport.
Objects and people have become separated from one another’ ... In
Simmel there is a light feeling of uncanniness in the face of the sheer
‘quantity’ of things — he speaks of the ‘independence’ of the things crowded
around, of their service as fetishes, of a feeling that the things interfere with
one’s freedom, and thereby refers to the underground physiognomy of the
interieur, which the surrealists were to be the first to lay bare.*

Similar interpretations of the world of things were shared by some of
Simmel’s contemporaries and several of his students, such as Lukacs, Bloch
and Kracauer, and readers such as Benjamin.

And yet others had already indicated different disturbing features of the
world of things in the sphere of exchange without fully drawing out their
implications. To the extent that Simmel’s theory of value in his Philosophy of
Money draws in part upon marginalist economic theory, and to the extent
that Simmel elaborated upon the arbitrary relationship between value and
price in capitalist money exchange, he could have drawn attention more
explicitly to a further feature of the dynamics of commodity exchange.*” In
neo-classical economics, the focus upon individual demand for a commodity,
upon satisfying individual desires, upon consumption of things, suggests an
economic theory grounded in subjectivity. Yet the realization of subjective
desires through exchange between human subjects seems to be based upon
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intersubjectivity. However, these relations between subjects are manifested in
the sphere of money exchange as relations between things. What is remarked
upon in neo-classical theory in this context is not fully reflected upon for its
consequences. The neo-classical theorist Stanley Jevons, for example,
discussing value and exchange, states that ‘every act of exchange presents
itself to us in the form of a ratio between two numbers’.*' Such ratios between
quantities are indirect modes of expressing value which, for its part, is not
an ‘intrinsic quality of a thing; it is an extrinsic accident or relation’.** Therefore,
‘value must be a mere relation or accident of a thing as regards other things and the
persons needing them’.** This dynamic sphere of accidental and extrinsic
relations is also an autonomous realm.

As Simmel emphasizes, the realm of value exchange is one that is ‘more
or less completely detached from the subjective-personal substructure’, one
that has the semblance of being ‘an automatic mechanism’, ‘an objective
realm’.** Within this autonomous realm, money is the reifier of all relations,
‘the reified function of being exchanged’, ‘the reification of the pure rela-
tionship between things expressed in their economic motion’. Money
‘stands . . . in a realm organized according to its own norms’ as ‘an absolute
intermediary’.* In this respect, Simmel shares Marx’s view as to the domi-
nation of exchange value in a society based upon commodity production,
but he goes on to add that this substitution of exchange for use value ‘seems
unable to reach its consummation. Only money ... has attained its final
stage; it is nothing but the pure form of exchangeability.**

At the same time, this realm of money exchange is a dynamic one in which
money is ‘the reification of the pure relationship between things as expressed
in their economic motion’, as ‘the objectification of the movements of
balancing and exchanges originally accomplished by the objects [of
exchange] themselves’.*” This realm of ceaseless motion and dynamic flux
in semblances of things has affinities with Simmel’s conception of moder-
nity itself. The dynamic fluidity of representations of value can therefore be
viewed as a symbol of modernity, one that is also found in Simmel’s deline-
ation of metropolitan ‘mental life’. More broadly still, there are affinities
between, on the one hand, his portrayal of both our experience of the
mature money economy and the modern metropolis and, on the other, his
conception of modernity as outlined in lectures and essays on the modern
sculptor Rodin:

the essence of modernity as such is psychologism, the experiencing and
interpretation of the world in terms of the reactions of our inner life, and
indeed as an inner world, the dissolution of fixed contents in the fluid
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element of the soul, from which all that is substantive is filtered and whose
forms are merely forms of motion.®

Such a conception of modernity has affinities not merely with the delinea-
tion of the mental life of the modern metropolis but also with the endless
dynamic of the mature money economy that destroys fixed values other than
money itself, which, for its part, is the ultimate mediator between things.

In his attempt to capture modernity in his essay on Rodin, Simmel returns
time and time again to modernity’s relationship to accelerated motion, to
the flux and fluidity of what was once stable:

What individual phenomena offered as rigid and stable, is destroyed in
oscillations, in increasingly more restless movements; but this movement
of the individual phenomena is itself only one formation or one point of
penetration of the total of unified cosmic energy. It is not sufficient that an
entity, enclosed within itself in some way, is in itself pure movement: its
own boundary must be breached in order that this inner movement
becomes immediately a wave of the cosmic tide of life. Only then has
the motif of movement become absolute.?®

Translated into the money economy, the self-enclosed movements of the
sphere of circulation and exchange, that are a prominent dimension of the
objective culture which Simmel sees as expanding not merely within that
culture, are also penetrating subjective culture itself. The modern style of life
and its aesthetic representation both exhibit this ‘infinite fluidity’. Hence,

the increased motion of real life reveals itself not merely in its counterpart
in art, but rather both the style of life and the style of its art have their
source in the same deep root. Art not merely reflects a more mobile world,
but rather its reflection itself has become more mobile.*

This reference to the style of life (the title of the last chapter of Simmel’s
Philosophy of Money), its shaping by the mature money economy, and its affini-
ties with the aesthetic sphere, was not lost on those who thought they could
identify a social context for such modern transformations. In response to
Simmel’s ‘brilliant lecture’ on Rodin in Vienna in March 1911, Leon Bronstein
(Trotsky) reflected upon its relevance for the Secession movement:

The revolution in art merely reflected the revolution in everyday life. Huge
cities have risen up and have rendered the village bloodless, insofar as the
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former have soaked up all the gifted, energetic and bold. Life was trans-
formed into a restless maelstrom. What was constant, unchanging and
enduring has been destroyed without trace. Movement triumphed over
‘matter’ that was transformed into active energy. Eternally changing form
concealed content, whilst form also drowned in the subjective stream of
impressions. It created a new human type from this and found its new
expression in impressionist art.#

This new human type was the specifically modern metropolitan dweller. But
it should be added here that the metropolis is also the site of the mature
money economy and that participation in both could be viewed as participa-
tion in that which Simmel had identified as modernity, namely the height-
ened ‘reactions of our inner life’, the dissolution of fixed contents, and the
experience of endless ‘forms of motion’.

Somewhat later, when Simmel was still reflecting upon Rodin’s signifi-
cance for modernity, we find a description of aspects of our experience of
modernity that accord not merely with Rodin’s sculpture but also with
images of the modern money economy that pervade Simmel’s Philosophy of
Money. In particular, experience of the dynamic flux of accelerated money
circulation is captured in Simmel’s analysis of Rodin’s modernity, in which

All that is substantial and secure in the empirical viewpoint is transformed
into movement. Furthermore, no form is endowed in the slightest measure
with stability and durability and all apparent solidity of contour is nothing
but the vibration and oscillating play of the exchange of forces.#

And just as our increasing focus upon monetary transactions is a focus
upon the recurring immediacy of the moment of exchange that conceals a
much broader historical teleology (how the money and the commodity
came into existence), so modernity itself is associated with a transformation
of our experience of time:

The flow of time can only be established in something that itself does not
flow. In contrast, a time that merely flows away, that is, as it were, devoid of
memory — for all memory already certainly signifies a completed element —
is no time [Zeit] at all, but rather an undimensional now [Jetzt]. . . . Absolute
becoming is precisely as unhistorical as is absolute non-becoming.®

Within the sphere of circulation and exchange, the absence of memory
and the domination of an immediate ‘now’ time (a conceptualization later
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elaborated by Benjamin in a different manner as Jetztzeit) is also associated in
acts of commodity exchange with the absence of individuality. The process
of capitalist money and commodity exchange does not require specific indi-
viduals but rather interchangeable functions:

This timelessness . . . that lives only in the emergent moment of the now
stands in the most profound relationship to the absence of individuality.
Where individuality exists, there the moments of existence are no longer
unlocalized, they are no longer lost for one another. The more strongly
individuality is emphasized so all the more powerfully is time emphasized.*

This analysis of time and individuality is located within Simmel’s discussion
of Rodin. Yet since it is an exploration of an expression of modernity, it
clearly has affinities with Simmel’s other investigations of the parameters
of modernity, not least in the mature money economy.

In his Vienna lecture, Simmel clearly made reference to the ‘new soul’ of
modernity expressed in Rodin’s dynamic resolution of the contradictions
of modern life. Trotsky identified this discourse with an apparently more
specific social constellation:

In reality Simmel’s ‘new soul’ is the soul of the intellectual of the metro-
politan centres. Impressionism is its art and aesthetically masked indiffer-
ence its social morality, Nietzsche its prophet, ‘Simplicissimus’ its satire,
Simmel its philosophical feuilletonist just as Sombart is its economic
feuilletonist.*

Such an ironically conceived constellation or Zeitgeist might be worthy of
further investigation.

More fundamentally, the increasing domination of objective over subjec-
tive culture, that Simmel charts in his Philosophy of Money and especially in its
last chapter, and the opposition between these two cultural spheres, is radi-
calized in his essay on culture in 1911, published in the same year as his
Vienna lecture on Rodin. Here he argues that

The “fetishistic character’, which Marx attributed to economic objects in the
epoch of commodity production, is only a particularly modified instance of
this general fate of the contents of our culture. These contents are subject
to the paradox . . . that they are indeed created by human subjects and are
meant for human subjects, but follow an immanent developmental logic . . .
and thereby become alienated from both their origin and their purpose.*®
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What is significant in the present context is the notion of an autonomous
cultural sphere with its own ‘immanent developmental logic’ that shares the
characteristics of Marx’s conception of commodity fetishism, in which we
observe and participate in the ‘semblance’ of things in the sphere of exchange
and circulation. There, the commodity, money and capital — with money
capital as ‘the consummate automatic fetish’ of ‘money making more money’
— appear in such a way that they are ‘immediately present on the surface of
bourgeois society’ but their ‘immediate being is . . . pure semblance’.*

Yet Simmel had already indicated another sphere of immanence and
semblance in his 1904 lectures on Kant. His summary of Kant's three
critiques reveals an aesthetic realm that has affinities with the sphere of
money circulation. Whereas the first two critiques of pure and practical
reason are concerned respectively with what exists or should exist, in the
case of the aesthetic sphere, ‘aesthetic judgement . .. connects with the mere
image of things, with their appearance and form, regardless of whether they are supported by an
apprehendable reality’.*® Since, for Simmel, the work of art ‘encloses itself as a
world for itself against all that exists external to it’,*” it has an affinity with the
objective culture that he analyses in The Philosophy of Money, indeed with
‘the culture of things as the culture of human beings’. More generally, the
aesthetic dimensions that Simmel elsewhere highlights, such as the relation-
ship between the fragmentary and the totality, the “pathos of distance’
between subject and object, the symmetry and asymmetry of forms, all
figure in his exploration of the money economy.*

The ‘image of things’ in money circulation is one of endless forms of
motion as endless presentness. In the everyday world, therefore, modernity is
experienced sub specie momenti as a succession of moments of presentness. For
Simmel, it is Rodin’s achievement to have captured in his sculpture ‘the artistic
timelessness of pure movement’, of emergence and movement itself. The
aesthetic realm, for Simmel, is one in which reality is presented sub specie aeter-
nitatis, transcending the individual moment. The relation between the moment
and eternity is encapsulated, for its part, in the title of a series of pieces for the
leading Munich art nouveau journal Jugend: ‘snapshots sub specie aeternitatis’ — the
moment viewed from the perspective of eternity.’' In the context of Simmel’s
discussion of Rodin’s achievement Klaus Lichtblau has argued that:

As ‘snapshots sub specie aeternitatis' the movements of . . . [Rodin’s] forms
illustrate not merely the expression of a fleeting moment, but rather at the
same time also that of an ‘impression of the supra-momentary’ or a time-
less impression, that captures the totality of movement precisely in the
individual moment of movement.’*
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Yet it is also probable that Simmel would have shared Wittgenstein's view
that capturing things sub specie aeternitatis is not merely a feature of the aesthetic
perspective. Rather, there exists another sphere or mode in which this is
possible, namely in philosophy. For Wittgenstein,

there is a way of capturing the world sub specie aeterni other than through
the work of the artist. Thought has such a way — so | believe — it is as
though it flies above the world and leaves it as it is — observing it from
above, in flight.s3

Perhaps Simmel’s Philosophy of Money too can be seen as a different testimony
to this view.

These and many other reflections upon our experience of the money
economy that are released by The Philosophy of Money constitute a potentially
rich field for philosophers, artists and writers. Even in his grudging, nega-
tive appraisal of Simmel as philosopher, Adorno conceded that Simmel ‘was
for all his psychological idealism, the first to accomplish the return of
philosophy to concrete subjects, a shift that remained canonical for everyone
dissatisfied with the chattering of epistemology or intellectual history’.**
Certainly there is no lack of ‘concrete subjects’ in Simmel’s work, including
the most elusive concretion of money itself.

Amongst those of his contemporaries who sought to relate equally to the
concrete world of industrial capitalism and to a philosophy of modern life
was the industrialist Walther Rathenau (satirized in Robert Musil’s great
novel The ManWithout Qualities in the character Arnheim).** Rathenau was both
a modern industrialist (owner of AEG in Berlin) and author of many popular
works such as On the Mechanics of the Soul.*® It is evident that Rathenau not
merely knew Simmel and his writings but also drew upon the latter for his
own works. One of Rathenau’s assessments of Simmel is to be found in the
diaries of Harry Graf Kessler. In the course of a conversation late in 1906, in
which Rathenau ‘in his own way’ relates to Kessler, Hofmannsthal and
Mutius the history of the Jewish people, he refers to the dramatic develop-
ment of ‘the power and the respect for intellect [Geist]’. This ‘highly refined
and intricate Talmudic intellect’ constitutes ‘an intellectual form’, one

that has become essential for our present day world, for our contemporary
international economic life. Without it, the modern world economy is
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unthinkable. Yet nonetheless | take this mere intellect to be unfruitful in
itself. Simmel is its most developed application in the field of knowledge.
And what comes out of this? Really he merely engages in a commercial
transaction with ideas [ein Wechselgeschdft mit Gedanken].5

This form of intellect on its own, Rathenau maintains, is unsuccessful in the
business world. Yet it did not prevent Simmel from producing, according to
Max Weber, a ‘simply brilliant’ outline of the spirit of capitalism in his
Philosophy of Money — a spirit that Rathenau himself embodied and a world that
he inhabited.

More generous claims for the impact of his work on the metropolis and
the money economy have been made by others. Manfredo Tafuri, for
example, has argued that:

Simmel’s considerations on the great metropolis . . . contained in nuce the
problems that were to be at the centre of concern of the historical avant-
garde movements. The objects all floating on the same plane, with the
same specific gravity, in the constant movement of the money economy:
does it not seem that we are reading here a literary comment on a Schwitter
Merzbild? . . . The problem was, in fact, how to render active the intensifica-
tion of nervous stimulation [Nervenleben]; how to absorb the shock
provoked by the metropolis by transforming it into a new principle of
dynamic development; how to ‘utilize’ to the limit the anguish which ‘indif-
ference to value’ continually provokes and nourishes.®

In the field of architecture, the main concern of Tafuri’s work, we might
look to Simmel’s impact upon some of his students such as Martin Wagner
(chief city planner in late Weimar Berlin)*® and Adolf Behne,® or others
impressed by his work such as Erich Mendelsohn,®' not to mention his students
who turned to art criticism such as Max Raphael®” or Wilhelm Worringer.®*

An early outline of the impact of Simmel’s work on the metropolis and
the money economy in the literary field was provided by Roy Pascal, who
cautioned literary critics that ‘critical investigations that attempt to define
modernity miss something when they pass over his work’.** Amongst those
whose work owes something to Simmel’s interpretation of the metropolis
and the money economy, Pascal cites not merely those with whom Simmel
had direct personal contact such as Stefan George or Rainer Maria Rilke, but
others such as Robert Musil.*®

In the case of Rilke, Schings has recently demonstrated how complex the
relationship was between Rilke and Simmel. Aside from earlier meetings in
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George’s and Lepsius'’s circles, Rilke attended some of Simmel’s lectures and
seminars in the period 1898—1901 and later in the summer of 1905, as well
as reading many of his works. Looking back in 1905 to his experiences in
Berlin at the turn of the century, Rilke declared that ‘the earlier stay in Berlin
brought me into contact with very few but all the more valuable people;
amongst those is one of the best, the philosopher Georg Simmel’.*® At the
same time, Rilke could also express himself negatively on occasion with
respect to this relationship, whilst he continued to read Simmel’s work and
Simmel his. More specifically, Schings makes a convincing case for the
impact of Simmel’s Philosophy of Money upon key poetic works such as the
third part of Rilke’s Stunden-Buch (1903) and, above all, his Notebooks of
Malte Laurids Brigge (1910). As well as the incorporation of one of Simmel’s
central motifs in The Philosophy of Money of the ‘associated series: time-money-
movement-world motion’® through the novel’s character, Nikolai Kuzmitch,
the response of the central figure, Malte himself, to the metropolis (Paris)
can be interpreted as a critical confrontation with the world of money and
things in Simmel’s work. For Malte, living sick and alone in Paris,

solitude is the only authentic stance that the ‘metropolis and its mental
life’ . .. permits, the basic form of resistance to ‘distraction’, to the ‘style of
life’ and the extension of ‘objective culture’. . ..

[Malte’s stance is] resistance to the world of The Philosophy of Money.
The Notebooks of Malte Laurids Brigge can indeed be read as its antithesis.
They penetrate the ‘surface’, not as in Simmel’s case in order that it lead
back to the ultimate floating formula of being and life, but rather in order
to expose the distress that lies hidden behind Simmel’s analysis.®

The angst of the reified world of the surface of life and things is given a
sensitive portrayal by Rilke.

Musil, who had studied in Berlin and possibly attended some of Simmel’s
lectures, is best known for his unfinished novel The Man Without Qualities.
Set in Vienna just before the First World War, it treats a number of themes
that have affinities with Simmel’s explorations of modernity, both formally
in the essay as form and substantively. In the notebooks and diaries
from which Musil worked on his novel there are indeed two explicit refer-
ences to Simmel texts — his introduction to moral science (Einleitung in die
Moralwissenschaft) and an essay on the society of two (‘Die Gesellschaft zur
zweien’), which is important for the portrayal of the novel’s hero Ulrich’s
relationship to his sister Agathe.®” In the outlines and drafts for The Man
Without Quadlities, there is even a more general reference to a philosophy of
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money.’’ The connections and affinities are clearly worthy of further
research.

Pascal also cites the Viennese author Hugo von Hofmannsthal, some of
whose work owes not a little to Simmel. More specifically, recent research
has demonstrated not merely that Hofmannsthal read The Philosophy of Money
on at least three separate occasions, but that several of its themes are trans-
posed into his work.”' This is quite apart from Hofmannsthal’s references to
other writings by Simmel. Such a close connection is worthy of more
detailed treatment, not least given Hofmannsthal’s standing within Viennese
and European modernism.

Hofmannsthal’s library contained a number of Simmel’s works, some of
which feature in his prose and dramatic works. Simmel’s Kant (1904) appears
in Hofmannsthal’s ‘Letter to the Bookseller Hugo Heller” as the sole recom-
mended volume. There, Hofmannsthal expresses his judgement of Simmel
as follows:

In Simmel listeners and readers admire an almost unequalled power to
bring into comprehensible proximity the spiritual, the most insubstantial,
the most secret references to intellectual ideas. One might almost say of
him what Goethe said of telescopes and microscopes: that they confound
purely human senses. Indeed, how we wish today to dispense with the
microscope, as well as abandon such remarkable organizations that, as it
were, attach themselves instrument-like to our finest senses and make
ourselves stronger to enjoy the benefits of the essence of the world.”

To his friend Helene von Nostitz, Hofmannsthal recommends the same
volume:

One can get an enormous amount from the book on Kant, but one must
read it slowly (reading is a great art and all those people who otherwise
easily and cleverly comprehend everything in life, human beings, nature,
music treat reading in a cavalier manner).”

We know too that on several occasions, Hofmannsthal himself read inten-
sively another Simmel volume in his library, namely The Philosophy of Money.
Not surprisingly, the theme of money and its impact upon human relations
and values appears in several of Hofmannsthal’s works. It is also the case that
Simmel was not the only social scientist who had an impact upon some of
his work. As Lorenz Jiger has shown, Werner Sombart was a significant
figure for some of Hofmannsthal’s work in the early years of the twentieth
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century, quite aside from his — and Simmel’s — participation in the journal
Morgen, of which Sombart himself was a co-editor and in which they all
published.”* It should be pointed out, however, that the money theme
commences well before Hofmannsthal’s reading of The Philosophy of Money, as
one might expect of a 16-year-old who composed a poem titled ‘Verse, auf
eine Banknote geschrieben’ (Poem Written on a Banknote’).”* Rather, what
is important here is how Simmel’s analysis of money is taken up and incor-
porated into Hofmannsthal’s work.

Hofmannsthal’s earliest confirmed reading of The Philosophy of Money was in
1906 and, as Jdger points out, he ‘even [read] some sections twice (and then
a third time in 1910), and he not only read, as one would perhaps antici-
pate, the last chapter that is rich in cultural criticism but rather, even though
selectively in passages, the whole book’.”® Since 1904 Hofmannsthal had
been working on a new version of his drama Jedermann (‘Everyman’). Within
a similar thematic area, he commenced another drama in 1906, Dominic
Heintls letzte Nacht (‘Dominic Heintl’s Last Night') stimulated, as Ellen Ritter
has argued, by a reading of Simmel’s Philosophy of Money in May 1906.”” How
important this reading was for Hofmannsthal is indicated by a remarkable
diary entry of the writer and critic Harry Graf Kessler in October 1906:

Early from Berlin to Weimar. Hofmannsthal here in the afternoon; very
fresh and good things it seems. Why he doesn’t finish writing Oedipus, he
has the feeling that he must be even older in order to do so, which he
intends in the third part. He is now doing quite different things. | report to
him that [Felix] Hollaender has told me that you are dramatizing Simmel’s
Philosophy of Money. ‘Yes, indeed, that is not so badly phrased at all. | had
the need for once to come closer to our times; not the most modern, but
from a certain distance where things simplify themselves, forty years ago,
roughly in the '60s. For the distinctive element of our times is that owner-
ship [Besitz] plays a totally different role than it did earlier, not merely for the
banker or the philistine but also for that which we view as a cultivated
human being. Where is this relationship of a person to his possessions
expressed most sharply? At their death. What | presented is the death of a
person of our times. A person who dies can only be one who owns or who
doesn’t own. | create, to be sure, one who owns’. | asked what had
happened to the reworking of ‘Everyman’. ‘Everything that was of interest
in it is in fact transferred into this piece’.”®

As Ritter makes clear, the impulse for this work lay in Hofmannsthal’s
detailed reading of Simmel’s analysis of the power of money in social
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relations and of Balzac’s Eugénie Grandet. The Simmel impulse was reinforced
by reading ‘the sixth chapter, “The Style of Life”, once again in September
of the same year. In the notes to Dominic Heintl this book is referenced many
times. It forms the theoretical foundation for the piece’”” How detailed
this foundation is has been outlined by Ritter, Jiger and more fully by
Ute Faath.®

In a shorter piece, ‘Die Briefe des Zuriickgekehrten’ (‘Letters of Those
Who Returned’), written in 1907 after the first reading of Simmel’s volume,
the narrator reacts against the society dominated by money with an aesthetic
experience, purchasing a painting.®’ In addition, and not surprisingly,
aspects of the reworking of ‘Everyman’ can also be traced to Hofmannsthal’s
reading of The Philosophy of Money, as can elements of his comedy Cristinas
Heimreise, as Jager has demonstrated.®

In the following year, Simmel made use of a concept developed by
Hofmannsthal, that of ‘dramatic mass’. Kessler writes to Hofmannsthal in
August 1908:

Please read an article by Simmel in [Der] Tag 21.8., that in a quite remark-
able manner arrives at the concept of ‘dramatic mass’, although without
characterizing it as such, but in which he attempts to illustrate and clarify
it appropriately in Goethe’s and Schiller’s figures.®

Simmel’s article referred to here, ‘On Goethe’s and Kant’s Moral World View’,
also proved to be significant for Hofmannsthal’s dramatic writings.

Almost a decade later, there are indications of another reading of Simmel’s
analysis of money, this time in the elaborate notes to a wartime lecture in
1917 on ‘The Idea of Europe’®* (Simmel had himself published a newspaper
article in 1915 with the same title but very different content that was repro-
duced in his 1917 essay collection, Der Krieg und die geistigen Entscheidungen).®’
Hofmannsthal’s lecture was evidently extremely wide-ranging, but included
a section on the role of money in the crisis of the times. There we find, on
the one hand, a general attack upon money’s effect upon the individual:
‘The most dangerous confinement and debasement of the self: dependency
of both upon money. The masking influence of money’.*® On the other,
there are lines of argument in Hofmannsthal’s notes that derive directly
from Simmel’s text:

Money as universal end where it is in fact the universal means. The context
for this is as follows: the real ends of our action many times hidden from
us: that means are transformed into ends justifies itself through the fact
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that in the final instance the ends too are only means — the goal relates to
the teleological realms as the horizon does to earthly paths.

Does not money have the power of replacing the notion of God, asked
someone who has looked at this? — and he came to a remarkable conclu-
sion that was terrifying in its blasphemy and tempting in its conclusive-
ness: the deeper essence of the notion of God lies in the fact that all the
diverse elements and contradictions of the world find their unity in Him. . . .
Money more and more the expression and equivalent of all values, above
all objects it becomes the centre in which the most estranged and distant
thoughts meet up with one another.’

Such reflections — and others — follow closely relevant sections of Simmel’s
text. Hofmannsthal’s estimation of the power of money in objective culture
is contained in his last major reflection upon money in this lecture and is
more pessimistic than that of Simmel: ‘reality of the supra-personal was
lost — or only represented by money chaos’.**

And yet, despite this extensive evidence of Simmel’s impact upon
Hofmannsthal’s creative work and the latter’s productive reading of Simmel’s
work, there is hardly any evidence of Simmel’s response to Hofmannsthal.
As Jager notes,

surprisingly . . . on Simmel’s side there is an almost complete silence that,
for its part, requires interpretation. Perhaps his image of the poet was so
exclusively defined through [Stefan] George that an appreciation of
Hofmannsthal was blocked — in any case, it appears to be a conscious,
explicit silence, upon which one day the edition of his writings and letters
can perhaps provide some light.?

Within the literary domain, a good case has been made by Ralph M. Leck
and others for revisiting the impact of Simmel’s philosophy, and not least his
Philosophy of Money, upon literary Expressionism that flourished in Germany in
the second decade of the twentieth century, and especially as formulated by
one of Simmel’s former students, Kurt Hiller.”® Leck has sought to demon-
strate that ‘Hiller and the literary Expressionists gave voice to the antibour-
geois sociology of The Philosophy of Money’®' and that ‘Simmel’s philosophical
sociology was a source of inspiration for . . . the conceptual trousseau of the
most political wing of the movement: Aktivismus’.”*

Leck’s recent study explores Simmel’s role as creator of an avant-
garde sociology that in turn permeated several avant-garde movements,
and often prompted critical reactions to Simmel’s position. Whereas the
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relationship between Simmel and critical theory, including his impact upon
Lukdcs and Bloch, has been explored in detail, and most recently by Leck, a
case has been made by Fredric Jameson for viewing Simmel, in some
respects at least, as a ‘sociological predecessor’ of Walter Benjamin by
drawing especially upon his metropolis essay and his Philosophy of Money.”*
Of the latter work, Jameson concludes that its ‘greatness . . . lies in its cease-
less and varied use of the money form to unearth and conceptually reveal
incommensurabilities of all kinds, in social reality fully as much as in
thought itself”.”*

Others, such as Jiurgen Habermas, have asked how Simmel could have had
such an impact upon the study of the culture of modernity after his death.
It was Simmel

who wrote about fashion differently from Benjamin. And yet it was Simmel
who made the connection between fashion and modernity; who inspired
Benjamin to observations on the overflow of stimuli, the density of contact,
and the acceleration of movement in the metropolitan space of experience;
and who changed the mode of observation, the themes and style of writing
of a whole generation of intellectuals. . .. | think that Simmel owes his
astonishing, although often anonymous, impact to the diagnosis of the
times, founded on the philosophy of culture, that he first developed in the
final chapter of The Philosophy of Money.%

In the same essay, Habermas suggests that ‘Simmel as a critic of culture is
in a peculiar way both near to, and far away from us’.”® Such a judgement
should lead us to ask why a work originally published in 1900 remains not
merely of historical interest — and exploration of its ‘far away’ context is
crucial to a fuller understanding of the text — but also why since its transla-
tion, it has continued to attract increasing interest. Perhaps some of the
issues in Simmel’s own explorations of modernity have a relevance and
resonance in our very different times.

v

As indicators of the increasing interest in Simmel’s analysis of money, in the
past decade a number of monographs have appeared that seek to clarify the
main arguments in Simmel’s Philosophy of Money and, more broadly, to develop
a sociology of money that owes something at least to this work. Still others
have opened up once more the social and cultural context within which
Simmel’s analysis has been historically located. More detailed explorations
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of specific aspects of the work have also been addressed in the increasing
number of conferences upon Simmel and especially his Philosophy of Money.

In his Money and the Modern Mind Gianfranco Poggi has rendered the central
arguments of the Philosophy of Money more accessible to the reader who has
not yet attempted the present text.”” The treatment of economic action,
objective spirit (with a discussion of Hans Freyer’s formulations), money
and modern society highlights central themes in Simmel’s own analysis.
Elsewhere, Poggi has explored three dimensions of modernity — epiphany,
impact of the money economy and alienation — in Simmel’s Philosophy of
Money.”® In contrast, Nigel Dodd’s more general outline of a sociology of
money examines basic features of a money economy, in the course of which
he has provided a critical analysis of Simmel’s contribution to such a task
under the heading of cultural aspects of the mature money economy.”” The
cultural preconditions for the development of a money economy that are
later examined in their different ways by Parsons and Habermas were
explored by Simmel. Dodd suggests that Simmel’s

preoccupation with our ideas about money, and his examination of their
consequences for modern culture, powerfully makes the case that the anal-
ysis of money must contain a set of interpretative techniques sensitive to
how money is perceived, to the range of dispositions and expectations
which inform how it is used. This contention goes to the heart of the sense
in which . . . monetary networks are networks of information.’®®

This cultural perspective on money goes against the more limited identifica-
tion of participation in money exchange with economic self-interest. The
specifically economic dimensions of The Philosophy of Money have also been
examined in detail in a monograph by Paschen von Flotow.'!

The cultural significance of money has been investigated more generally
by Viviana Zelizer in her The Social Meaning of Money, which seeks to show

how at each step in money’s advance, people have reshaped their commer-
cial transactions, introduced new distinctions, invented their own special
forms of currency, earmarked money in ways that baffle market theorists,
incorporated money into personalized webs of friendship, family relations,
interactions with authorities and forays through shops and businesses.'*

Through explorations of women’s domestic money, gifted money, chari-
table cash and other instances, Zelizer argues for the differentiation of
monies. She concludes that ‘to the extent that money does become more
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prominent in social life, people will segregate, differentiate, label, decorate,
and personalize it to meet their complex social needs’.'”?

The growing interest in the cultural interpretation of money has also
been manifested in an anthropological interest in Simmel’s study that is
evident in diverse works by Appadurai,'®* Parry and Bloch,'*® Miller'’ and
others.'"” Christian Papilloud has examined in detail the relationship
between the work of Simmel and Marcel Mauss.'”® Commodity exchange,
money exchange and facets of material culture in general are all reflected
upon in Simmel’s Philosophy of Money and in several other writings. Perhaps
this is not surprising, given his own earlier interest in ethnology and the
broad agenda of Lazarus and Steinthal’s Volkerpsychologie.'"”

With the publication of a critical edition of Simmel’s works and transla-
tions of his Philosophy of Money, a new interest in the latter has emerged in the
last decade, one that revealed a diverse range of disciplinary and interdisci-
plinary perspectives. This diversity has perhaps made itself most evident in
international conferences and colloquia on Simmel’s Philosophy of Money in
which sociologists, philosophers, economists, historians and others analysed
aspects of this work. Mention should be made here of the 1989 conference
in Luxernbourg,“O two Paris colloquia, and one in Bielefeld, all containing
explorations of Simmel on money.''" Other works have explored key aspects
of Simmel’s writings.''” The interdisciplinary perspective has also received
an impetus from the field of a critical historical geography that has taken up
Simmel’s insights into the ‘transpatial community’ of the money economy,
early instances of which are David Harvey’s Consciousness and the Urban Experience''®
and Derek Gregory’s Geographical Imaginations.''* Commencing from the field
of sociology, but with contributions to social psychology, economics and
aesthetics, my Simmel and Since — some of whose arguments have been
presented above — sought to indicate the continued relevance of his study of
money.'"® The relevance of the mature (capitalist) money economy as one
of the sites for Simmel’s exploration of modernity was also examined briefly
for its relevance to some aspects of theories of postmodernity.

Where the case has been made for Simmel as postmodern theorist in
Deena Weinstein and Michael A. Weinstein’s Postmodern(ized) Simmel, the focus
on Simmel’s works has not been upon his Philosophy of Money.''® Similarly,
influential theorists on postmodernity such as Baudrillard, some of whose
early work is suggestive of early Simmelian themes on money, do not refer
to The Philosophy of Money. It has been suggested that:

Although Simmel anticipated many of the hyperreal forms of consumerism
described by Baudrillard and other postmodernists, he never lost sight of
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the dialectical relationship that invariably obtains between subjects and
their objects of production or simulation. Similarly, in describing the frag-
mentation and increased abstraction of experience in late modernity,
Simmel anticipated the progressive disappearance of those reference
points that once might have been capable of anchoring the endless flux of
life. [But] . . . unlike Baudrillard, Simmel was never consumed by nostalgic
yearning."’

Such a comparison and judgement are perhaps worthy of further
investigation.

The broader sociological and cultural context of Simmel’s Philosophy of Money
has been examined in a monograph cited earlier, by Lichtblau, which explores
in detail the development of a sociology of culture in Germany in the context
of a perceived crisis in culture in the decades around 1900.""® For Lichtblau
this context includes, amongst other dimensions, the impact of Nietzsche in
the 1890s, the ‘aesthetic reenchantment of the world’ and ‘the rehabilitation
of love’. Simmel, with his own confrontations with Nietzsche’s philosophy
including a later volume on Schopenhauer and Nietzsche, with his ‘sociological
aesthetics’ and his Philosophy of Money, and his many contributions to the discus-
sion of female culture and gender relations, was clearly a central figure in all
these cultural discourses. All three discourses have had a resurgence in the
different context of our fin-de-siécle a century later, in a resurgence of interest
in Nietzsche’s work, in explorations of aesthetic modernities and their
economic spatial and cultural foundations, and in feminist discourses that
include critiques of Simmel’s contributions.'"’

If we look back to the period before the first publication of The Philosophy
of Money in 1900, then it becomes apparent that Simmel had already been
addressing several of the basic themes that come together in that work. As
Kohnke has demonstrated in his meticulously researched and original
monograph that interweaves Simmel’s early intellectual development and its
relation to theoretical fields and his interest in social movements, Simmel’s
later major projects such as his Philosophy of Money can be traced back, in part,
to earlier works that at first sight do not appear thematically related.'*® This
is true of his neglected Einleitung in die Moralwissenschaft (1892/93)."*" The
Philosophy of Money can therefore not merely be traced back to the 1889
seminar presentation on the psychology of money but it also ‘in part goes
back to philosophical outlines that the “Moral Science” first tried out: thus,
for example, the concept of the independence of means over ends and the
crystallization of contents into stable forms’.'”” The guiding threads of
earlier works were gradually transformed by Simmel in his Philosophy of Money:
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The Philosophy of Money owes its existence initially only to a Vélkerpsychologie
interest, as becomes evident not merely in the lecture ‘On the Psychology
of Money’ but above all in the earlier emergence of the ‘synthetic part’. It
first becomes for him a ‘philosophy of money’ when, instead of inquiring
about the psychological significance of money, he grasps the psyche of the
present as expression of relationships mediated by the modern money
economy.'?

The period in the mid-1890s was crucial for Simmel’s personal, intel-
lectual, philosophical and sociological development, as Kéhnke illustrates in
richly interwoven material and argument. Simmel’s

reorientation begins around 1896 with the essay on ‘Sociological Aesthetics’
and finds its culmination in the ‘Philosophy of Money’, that is for the first
time totally ‘his work’, in the dual sense that it is a work (i.e. masterwork)
and not merely a study (i.e. sketch) — just as it also represents a personal
text and not an arbitrary one. For it is no longer determined by external
circumstances, by, in this sense, alien theoretical concepts and his position
in the social movements of his time, but rather from now onwards it
increasingly emerges as a self-reflexive theory of modernity.'*

This goes some way to explaining why, writing to Rickert in 1904, Simmel
could say of his Philosophy of Money that ‘this one is really my book’.

For Simmel, this book was not merely truly his own work but it was
viewed by him as a philosophical work. This is evident in his crucial preface to
The Philosophy of Money as well as in the work’s structure and content. It is
also apparent that, however much he may have welcomed the positive recep-
tion to this work by reviewers from other disciplines, Simmel himself
wished for its philosophical recognition. Thus, writing to Schmoller in May
1901 to thank him for his extensive review in Schmoller’s Jahrbuch, Simmel
declares that

You have presented me with a totally unexpected gift with your judgement
that the political sciences [Staatswissenschaften] could extract something
from my book: for my intention was directed exclusively to philosophy The
venue for which you have written requires judgement from the standpoint
of economists and historians, and | am very happy that it can also emerge
from these areas. May exactly the same voices come bonae voluntaris from
the philosophical position! But even more than such reviewers | wish equally
for myself such readers!'*

XXXVii
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Simmel’s direction in his Philosophy of Money ‘exclusively to philosophy’ was

associated with the development of ‘his work” as a distinctive philosophy. In
his obituary on Simmel, Fritz Hoeber outlines its more general relevance:

Compared with the generally dominant ‘professorial philosophy of the
philosophy professors’ in the universities, Georg Simmel adopted a
unique, thoroughly personal position: Simmel presented only his philos-
ophy. ... Simmel philosophized . .. upon all that which to us and to him
appeared problematic as human beings of the turn of the century.'*®

It is for today’s readers to judge how much of what was then deemed

problematical remains relevant in Simmel’s analysis in his Philosophy of Money
in our new century.

David Frisby
2003
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‘She’s got an indiscreet voice’, | remarked.
‘It's full of - I hesitated.
‘Her voice is full of money’, he said suddenly.
That was it. I'd never understood before.
It was full of money — that was the inexhaustible charm that rose
and fell in it, the jingle of it, the cymbals’ song of it.
F. Scott Fitzgerald, The Great Gatsby

Gustav Schmoller, probably the most important of the younger members of
the Historical School of political economy in Germany, relates that ‘on the
20th May 1889, Dr. Simmel delivered a paper on the “Psychology of Money”
in my political science seminar. . .. It was the germ of the important book
which now appears before us as The Philosophy of Money.”' This paper was subse-
quently published in the same year in Schmoller’s Jahrbuch® and was followed
by a series of articles between 1896 and 1899 which formed sketches for
parts of The Philosophy of Money when the whole work was published in 1900.°
In this original essay on the psychology of money, Simmel already raised in
a very schematic manner many of the issues that were subsequently to preoc-
cupy him in his more detailed work later: money’s relationship to the ends—
means dichotomy; its effect upon the teleological sequences of human
purposive action; its colourless and seemingly neutral character; and the
problems of establishing a satisfactory theory of value. Here, too, Simmel
already briefly referred to some of the examples of the workings of money,
such as its relationship to the blasé attitude and to the sale of women. In the
intervening eleven years between the appearance of Simmel’s first article in
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this area in 1889 and the publication of the first edition of the present work
in 1900, the “psychology’ of money was transformed into the ‘philosophy’
of money. His more common essay style gained an architectonic structure in
The Philosophy of Money which few of his later works possessed. Simmel’s views
on the relationship between money and the division of labour had taken on
a more substantive focus with the publication of his own work in this area,
Uber sociale Differenzierung, in 1890.* His philosophical concerns had been deep-
ened both by his work on the philosophy of history — Die Probleme der
Geschichtsphilosophie — in 1892° and on moral philosophy with his Einleitung in die
Moralphilosophie, published in two volumes in 1892 and 1893.°Yet though the
psychological dimensions of Simmel’s interest in money did not completely
disappear and though his philosophical interests were broadening and
coming increasingly to the fore, there was another dimension of his thought
that was clearly apparent to his contemporaries when they read The Philosophy
of Money. It is indeed in this intervening period that most of the essays that
make up his Soziologie were published in article form.” When Max Weber
commenced a critical review of Simmel’s sociological work — probably in
1908 — which he never completed, he concerned himself not merely with
his Soziologie, published in 1908, but also with The Philosophy of Money.* Weber
sought to review Simmel’s work as a ‘sociologist and theorist of the money
economy . Weber subsequently acknowledged some of his debt to Simmel in
his published work, though most often this acknowledgment was tempered
by severe criticism. Yet like many of Simmel’s contemporaries, Weber clearly
found it difficult to locate Simmel’s work within some readily recognized
discipline and tradition.

One contemporary, writing a long obituary review of Simmel’s works,
argues that The Philosophy of Money is a transitional work in the sequence of
Simmel’s writings from a concern to establish an empirical sociology to the
attempt to establish a philosophy of culture and ultimately, in his last works,
a metaphysics of life.” Frischeisen-Kohler argues that: '

the aim of the young thinker was certainly not to establish and develop a
philosophical standpoint as such. . . . In his youth he strove towards a soci-
ology whose distinguishing feature he saw not so much in the uncovering
of a new reality as in the development of a method which would permit a
new total view of the historical-social world.

Yet this goal was not the only one present in The Philosophy of Money. Though
it did concern itself with psychological and sociological dimensions of the
emergence and development of the money economy: "'
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its ultimate aim lay yet further beyond them; it was, as Simmel himself
formulated it, to extract from the surface of economic events a way into the
ultimate values and importance of all that is human. An economic element,
such as money, should . . . reveal itself as a timelessly valid symbol of the
essential forms of motion themselves.

In this important respect, then, Simmel’s Philosophy of Money not only embraces
a sociological concern for the effects of a money economy upon social and
cultural life but also reveals Simmel’s attempt to establish a philosophy of
culture and, ultimately, a metaphysics of life.

It is perhaps this diversity of intentions in Simmel’s work that made it
difficult for his contemporaries to gain an overall view of The Philosophy of
Money and this may have contributed to the relative neglect of this work
compared with Simmel’s other studies. Karl Joél expressed this difficulty
when he suggested that Simmel’s Philosophy of Money ‘will be ill understood
because money meant more to him than money, because it became for him
a symbol of the world, an image of exchange as a whole, of the infinite
interrelationship which ultimately extended itself into the dominant prin-
ciple of a world view’."” This diversity of intention also accounts for the
hostility that Simmel’s work excited among some of his contemporaries,
since it could not easily be compartmentalized into existing academic disci-
plines. Max Weber saw this as one of the major reasons why Simmel’s work
had not received the full academic recognition that it justly deserved and he
argued that:"

there exists not only a great number of specialists in philosophy who clearly
abhor him — the typical sectarian character of the philosophical ‘schools’ of
the time, to none of which Simmel belongs, makes this only too intelligible
(quite apart from other motives that may be involved) — but there are also
scholars who are to be taken very seriously in disciplines that border on
Simmel’s sociological field of work who are inclined ... to acknowledge
Simmel’s scholarship on certain details but to reject his work as a whole.
Among economists, for example, one can experience outright explosions
of rage over him . . . and from that same circle of specialists has come the
statement that Simmel’s art is ultimately a matter of ‘dividing the air and
then uniting it again’.

This account of the lack of full academic recognition of Simmel’s work —
the year after the publication of The Philosophy of Money, Simmel was awarded
the title of Ausserordentlicher Professor at the University of Berlin, but this honorary



INTRODUCTION TO THE TRANSLATION

title excluded him from participation in academic affairs — must be supple-
mented with the pervasive anti-Semitism in German academic life in this
period. Max Weber, for example, attempted several times to secure a profes-
sorial chair for Simmel but was confronted each time with hostility not only
from state authorities but also from eminent academics whose ultimate
reason for rejecting Simmel may well have been the anti-Semitism that
prevailed at the time.'* Baumgarten argues that in later years it was certain
that “‘Weber had never forgiven Dilthey, Rickert and Windelband for concert-
edly blocking the call to a full professorship for Georg Simmel — who in his
eyes was the most significant of contemporary German philosophers —
because he was a Jew.® At the time of the publication of The Philosophy of Money
after fifteen years at Berlin University and with many other works to his
credit, Simmel was merely a Privatdozent which meant, in this period, that he
was an unpaid lecturer who relied upon students’ fees as remuneration. Only
in 1914 did Simmel receive an academic chair at Strasbourg University
where he remained until his death in 1918. In this double sense, then,
Simmel remained, as Coser puts it, a ‘stranger in the academy’.

Yet if we survey the contemporary response to The Philosophy of Money by
those writers who made a genuine attempt to understand the importance of
Simmel’s work and who were not so hide-bound by the restrictiveness of a
purely academic standpoint then it is apparent that many saw it as a work of
major significance. It is all the more surprising then that this work, with a
few exceptions, failed to make a lasting impact upon a whole range of
writers, disciplines and interests in Germany. Elsewhere, since the whole
work was almost never translated, its impact was even less. It is probably
true to say that Simmel founded no school or group of followers in Germany,
though Litt, Vierkandt and von Wiese, in particular, were clearly influenced
by his work.'® In the spirit of The Philosophy of Money, Simmel himself saw that
his own position was a marginal one: '’

| know that | shall die without spiritual heirs (and this is good). The estate
| leave is like cash distributed among many heirs, each of whom puts his
share to use in some trade that is compatible with his nature but which can
no longer be recognized as coming from that estate.

Such a view is a remarkably accurate judgment, for example, of many of
those theorists of conflict and exchange who claim to have drawn upon
Simmel’s work but whose own work is, perhaps necessarily, very much
distanced from Simmel’s original contribution.'® A more faithful overview
of Simmel’s impact may therefore be derived, at least at the outset, not from
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latter-day judgments of sociologists and others remote from Simmel’s
concerns but from his contemporaries. A genuine understanding of any
work does not derive from treating that work like a vast rubbish heap of
latent hypotheses which may be instrumentally extracted from their context
and incorporated into the service of contemporary interests, but from
an immanent understanding of a work and its own context. The constant
quarrying into Simmel’s works for illuminating insights that can be opera-
tionalized in an empirical setting may certainly advance the boundaries of
empirical knowledge, but it hardly aids our understanding of Simmel’s
work as a whole."” In turn, however, this should not be taken to imply that
Simmel’s work can be confined to some mausoleum status in the history of
sociology. Rather, his importance for our contemporary concerns must be
reconstructed out of a fuller understanding of his own particular interests
and their reception by his contemporaries. This is all the more important
since there exists no satisfactory full-length examination of Simmel’s work
in English, least of all one that deals adequately with his Philosophy of Money.”
The last attempt to provide an overview of Simmel’s work by Spykman,
published in 1925, concludes negatively and blatantly inadequately that
‘Simmel’s Philosophy of Money is best suited to illustrate his conception of the
function of a social metaphysics as distinct from the function of a social
science or a philosophic enquiry into the presuppositions of the social
sciences.””!

Of all his major works, Simmel’s Philosophy of Money possesses a structure that
is absent from most others. Even his Soziologie, published in 1908 and certainly
more influential than The Philosophy of Money, is actually a collection of essays
assembled together. Simmel was certainly, as Frischeisen-Kohler suggested,
‘the master of the philosophical essay’, and we can clearly add to this that
he was a master of the sociological essay; but this very mastery probably
prevented him from conceiving of a major structured piece of work.
Frischeisen-K&hler argues that ‘in the last resort, all his writings, even those
of the first period, are either actual essays or collections of them’.””
Furthermore The Philosophy of Money was not written in the style of an academic
treatise, but in a freer style of presentation that Simmel had already estab-
lished in his dissertation, much to the annoyance of his examiners. Simmel’s
writing, like poetry, requires no footnotes. None are provided in The Philosophy
of Money and almost no works are cited in the text (an interesting exception
is Marx’s Capital). If, at times, The Philosophy of Money is difficult to follow in
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terms of its sequence of argument — and not merely because of Simmel’s
over-extensive use of argument by analogy — then this reflects the strain that
Simmel no doubt felt in constructing and holding together such a large
work. This strain is all the more apparent since, especially in the later chap-
ters of the work, Simmel, in a characteristic fashion, is concerned to exploit
his analysis of the meaning of the apparently most insignificant details of
life of the purposes of his more general intentions.

These intentions are clearly expressed in the preface to the work. Simmel’s
attempt to construct a philosophy of money, as distinct from an economics
or psychology of money, is the constant aim throughout this work. It is
present in the analytical part of the book, which comprises the first three
chapters. This philosophy of money:**

can only lie on either side of the economic science of money. On the one
hand, it can present the preconditions which ... give money its meaning
and its practical position. . .. The first part of this book, therefore, relates
money to the conditions which determine its essence and the meaning of
its existence.

This philosophical intention is also present in the synthetic part of the
book, which comprises the last three chapters. Here it is the ‘historical
phenomenon of money’ that is investigated and ‘its effects upon the inner
world — upon the vitality of individuals, upon the linking of their fates with
culture in general’. But since such connections have not yet been fully
studied ‘they can only be dealt with in a philosophical manner, namely, by a
general estimation, by representing individual occurrences through connec-
tions between abstract concepts’. Thus, taking the work as a whole, we can
see that the first part ‘seeks to make the essence of money intelligible from
the conditions and connections of life in general; the other part seeks to
make the essence and organisation of the latter intelligible from the effec-
tiveness of money’.**

A further implication of this philosophical intention is that it does not
aim at a specific content of knowledge. Least of all does it aim at economic
knowledge, for ‘not a single line of these investigations is meant to be a
statement about economics’. Karl Joél, reviewing the book, suggested that it
‘wanders from economics to philosophy; it inserts itself into the spot at
which economics ceases; it operates behind economics’ back’.”® Thus,
however much the work makes use of economic material, Simmel did not
see it as a contribution to economics. Rather, ‘money is simply a means, a
material or an example for the presentation of relations which exist between
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the most superficial, “realistic”, and fortuitous phenomena and the most
idealised powers of existence, the most profound currents of individual
life and history” What gives the work its peculiar unity does not reside in
some ‘assertion about a particular content of knowledge . . . but rather in the
possibility — which must be demonstrated — of finding in each of life’s details the
totality of its meaning’.*® Not for nothing do we find Simmel making continual
reference to art and aesthetics. Nor is it surprising that Georg Lukacs — one
of Simmel’s favourite pupils — called him ‘the true philosopher of impres-
sionism’, ‘a philosophical Monet’.*

Yet however general and abstract Simmel'’s philosophical intention in The
Philosophy of Money may have been, it was expressed methodologically in a
more specific direction. Through his particular type of analysis of money
and economic life, Simmel sought*®

to construct a new storey beneath historical materialism such that the
explanatory value of the incorporation of economic life into the causes of
intellectual culture is preserved, whilst these economic forms themselves
are recognised as the result of more profound valuations and currents of
psychological, even metaphysical preconditions.

This ceaseless mutual interaction between the economic and intellectual
realms, this preservation of the relative autonomy of the intellectual realm,
this reduction of the economic realm to ‘psychological’ or ‘even metaphys-
ical preconditions’ represented Simmel’s methodological attempt to come
to terms with the historical materialism of contemporary Marxists. At a
more concrete level, this intention becomes most apparent in Simmel’s
critical discussion of the labour theory of value later in the book.

If Simmel’s intentions in writing The Philosophy of Money were quite clearly
stated, were they responded to by his contemporaries when they read
that work? Simmel’s attempt to demonstrate ‘the possibility . .. of finding
in each of life’s details the totality of its meaning’ was facilitated by
his concentration upon that social entity which itself functions as the
mediator par excellence, as the mysterious thing that brings together and
connects seemingly unlikely individuals, groups and situations. Siegfried
Kracauer thought that Simmel came closer to capturing the totality of
modern life in The Philosophy of Money than in any of his other works. He
suggested that:*’

Simmel placed one cross section after the other through the social
and individual life of men in the age of the developed money economy.
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His observations, however, result neither from an economic nor from a
historical standpoint but grow out of the purely philosophical intention
to reveal the interwoven nature of the assembled parts of the diversity of
the world. In none of his other works does the author outline such a
comprehensive picture of the interconnectedness and entanglement of
phenomena. He clearly extracts their essence in order to melt it down once
more into a multitude of connections . .. and reveals the many common
meanings that reside within them. Amongst these phenomena belong, for
instance, exchange, ownership, greed, extravagance, cynicism, individual
freedom, the style of life, culture, the value of the personality etc.

This interconnectedness of phenomena and effects and the multitude of
analogies that Simmel draws between phenomena are not arbitrary. Kracauer
argues that:*

the inexhaustible multitude of interspersed analogies refer back time and
time again to the unifying core conception of the whole work which may be
briefly expressed as follows: from any point of the totality one can arrive at
any other, each phenomenon bears and supports the other, there exists
nothing absolute that exists unconnected to other phenomena and that
possesses validity in and for itself.

Kracauer refers to this position as ‘not merely a practically operating but also
a theoretically grounded relativism’. Similarly, each individual phenomenon
can serve Simmel as the starting point for his philosophical reflections. But
this very multiplicity of starting points and this interconnectedness of all
things made it difficult for readers to discover in his procedures anything
approaching a systematic method: ‘This wandering from relationship to
relationship, this extension into the far and near, this intermeshing secures
for the mind which seeks to grasp a totality no resting place; it loses itself in
infinity*' Indeed, Simmel himself saw the preoccupation with method-
ology as a kind of fetishism and took method to be somewhat akin to style
in art. As he later expressed his views, ‘Method has much in common with
style in the artistic realm.””” Simmel’s approach to his subject is indeed so
distinctive that it will be examined in detail later.

Another much closer contemporary of Simmel’s also indicated that
Simmel had extracted the totality of the spirit of the age from his analysis of
money. Karl Joél, a philosopher and friend of Simmel’s, saw his Philosophy of
Money as ‘a philosophy of the times’. Joél presents us with a sense of the
contemporary importance of this work when he states that:**
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this book could only be written in these times and in Berlin. . . . This work,
with the most sensitive ear, has overheard the innermost tone of modern
life from the babble of the vast market place, the tone which one does not
hear, like the Pythagoreans in relation to the harmony of the spheres,
because it is always audible.

That Simmel was able to view the effects of the rapid development of a
mature money economy and the consequences of equally rapid urbaniza-
tion in a metropolitan context as a problem may in part be due to his expe-
riences in Berlin in a more specific sense than Joél was aware. Berlin
experienced not only a rapid urbanization and development as a metropolis
after German unification in 1870 but also the major wave of financial spec-
ulation in the Griinderjahre. Perhaps for both these reasons Walter Rathenau
later described Berlin as ‘Chicago on the Spree’.**

Yet Joél goes on to argue that Simmel’s work is not merely a description
of the ‘innermost nerve’ of a particular period — that of the developed money
economy — but also an analysis of it that is deeply critical of the conse-
quence of a money economy for the development of culture. Similarly, Joél
suggests that the book transcends a merely economic interpretation of
money and places it on a philosophical universal level; in fact, that it is the
opposite of the materialistic interpretation of money in so far as it translates
and deepens the economic element into the philosophical.

Whereas Joél's review concentrates upon the general philosophical
aspects of Simmel’s book, other reviewers were concerned with the substan-
tive aspects of Simmel’s analysis of money. Schmoller, for example, saw
the real purpose of the book ‘to ascertain what the money economy, partic-
ularly the modern economy of the nineteenth century, has made of men
and society, of their relationships and arrangements. Money appears, as it
were, as the focal point, the key, the quintessence of modern economic
life and pursuits.”*® Yet Schmoller sees that Simmel’s approach is not that
of the historical political economist; rather ‘he takes what we know of
money historically and economically as it were as the raw material in
order to make use of it sociologically and philosophically, in order to
extract psychological, social, scientific, cultural conclusions from it”*® In
so doing, Simmel throws up much that is relevant to economics even
though this is not his primary intention. None the less, ‘Simmel has certain
predecessors in economists who have dealt with the money economy,
the division of labour, credit and their consequences’ such as Knies, but
he extends their relevance to the ‘sociological, psychological and philosoph-
ical realm’.”’
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Simmel’s broad-ranging reflections, the product of ‘a thinker schooled in
philosophy and dialectics’, on the effects of the developed money economy
are often seen by Schmoller to exhibit ‘a strong strain of pessimism’, whereas
Schmoller himself assumes that the shadowy side of money can be corrected
by morality and legal measures. Yet on balance Schmoller was very favour-
ably impressed with Simmel’s Philosophy of Money, in which ‘he prefers to
provide more caviar than black bread, to illuminate with a firework rather
than a study lamp’. Indeed, Schmoller equates The Philosophy of Money in
terms of its significance with Durkheim’s Division of Labour in Society when he
suggests that:*®

just as Durkheim provides a sociological—philosophical treatment of the
division of labour, so Simmel seeks to provide a similar treatment of
money or, one could almost say, of modern economic forms as a whole;
for he extends far beyond money, he assembles everything that he has to
say about the modern economy around money as the centre of these
phenomena.

This applies to his examination of the effects of the modern economy upon
the individual no less than to its effects upon culture as a whole.

Yet for all Schmoller’s praise, he has some reservations concerning the
reception of Simmel’s work. In part, Schmoller argues that many untrained
in philosophy and a knowledge of economic relations will find it difficult
‘to follow the course of observations and investigations without consider-
able strain’ and ‘to gain an overview of the connections clearly’. Many
readers will have difficulty not merely with the style and presentation but
with the content:*’

the more immature, the more uneducated the reader is, the more easily
and more often will he put the book aside, shaking his head, and say that
he does not understand it, that it is too refined for me, too artificial, that he
does not know what to do with it. The philistines amongst the economists
too will do the same. The conventional socialists will scent an aristocrat
in him.

The only other detailed review of the first edition of The Philosophy of Money
by an economist is that of Altmann which appeared in German and in the
American Journal of Sociology in 1903,*° no doubt encouraged by its editor Albion
Small who had himself studied in Berlin and was enthusiastic about Simmel’s
work.*! For Altmann, The Philosophy of Money is ‘the keystone of his social
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psychological investigations’, and ‘in many ways excels his former works’;
it provides ‘an infinitely deep psychological interpretation of life’. Its central
perspective is that of:**

the world as the great market-place, seen from a bird’s eye view, from
which everything is seen in relation to everything else. . . . Only an economic
phenomenon like money . . . could in its totality give an image of the world
in which everything is part of the whole.

As an economist Altmann concentrates upon Simmel’s economic theory
of value, which he views as ‘an eclectic combination of the theories of
the Austrian School” (Altmann astonishingly includes Marx here), and
concludes that Simmel presents us with ‘a highly developed theory of sacri-
fice” and is ‘the first who undertakes to interpret the idea of valuation purely
deductively’.*> He shows how some of these general aspects of a theory
of value and of money have their origin not merely in Knies but also, and
more significantly, in Tonnies’s Gemeinschaft und Gesellschaft. Altmann also
suggests that:**

Simmel has learned a great deal from Marx, but neither in his theory of
value, nor in psychological and ethical questions has he stopped there. For
that reason the attacks of one of the most talented of our younger social-
ists made against his book, which does not at all intend to give anything
but a theory of value, seems to me one-sided and unjust.

The young socialist referred to here is probably Conrad Schmidt, author of
a critique of The Philosophy of Money published in 1901.* Just as Schmoller had
seen a pervasive pessimism, so Altmann concludes that in this major work
there exists ‘a tragic strain [which] means burdening every thought with the
fate of the eternal Jew, if the author treats every thought as if it was the one
hope before the last’.*® This tragic strain and this restlessness are perhaps
what, for Altmann, give the work its distinctive quality. In this respect, he
sees Simmel as sharing many other qualities in common with Nietzsche. A
much more orthodox economist, and a specialist in monetary theory, Knapp
referred to The Philosophy of Money as ‘weavings of gold in the carpet of life’.*

There were, in fact, two reviews of The Philosophy of Money that appeared in
socialist journals, the more significant of which was that by Conrad Schmidt
referred to above. Schmidt, a socialist economist who had already written
on Marx’s theory of value, evaluates Simmel’s book largely in comparison
with Marx’s work. Schmidt argues that, despite Simmel’s capacity for
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abstraction — a capacity seldom found among professional economists —
his mode of procedure, his ‘proliferate intertwining of analogies’, makes
the reader increasingly lose sight of the book’s aims. Specifically, Schmidt
suggests that Simmel’s philosophy of money fails to take up the diverse func-
tions of money. In particular, he argues that Simmel ignores its function as
capital and that consequently since he ‘does not at all systematically enter
into the inner concrete structure of the money economy, the psychology of the money
economy which extends into an infinite breadth remains necessarily trapped
at the superficial level’.*® For this reason, Simmel remains enamoured and
captivated by money’s symbolism and ‘concerns himself not with the ques-
tion of the emergence of money, which in any case does not belong to philos-
ophy but to history, but rather with the question of the meaning and
significance of money’.*” Schmidt objects that this latter question, which
Simmel seeks to reserve as ‘the cardinal point for his philosophical observa-
tions’, has in fact been dealt with in economic theory, especially by Marx.

This extension of theoretical economics on to a philosophical plane is seen
by Schmidt to have an insufficiently concrete basis, especially in Simmel’s
incapacity to deal adequately with the problem of the value of money, with
the fact that ‘money must not only historically be a measure of value of
commodities but must also in its very essence itself be an object of value’.
Ultimately, Schmidt concludes, despite Simmel’s refinement in producing
such an ‘arabesque work’, its actual fruits are few. In contrast, the review by
Koigen® ostensibly views Simmel as an apologist for money and attempts to
relate money to religious notions and its representation as ‘the ideal concept
of the times’.Yet in the end it is difficult to say whether Koigen in fact succeeds
in showing why Simmel is an apologist for money.

It is Simmel’s relationship to Marx — which must be examined in detail
later — that is taken up at the very start of a review by Goldscheid®' for
whom The Philosophy of Money:**

forms a very interesting correlate to Marx’s Capital. Marx could very well
have said in the foreword to Capital that not a single line of his investiga-
tions were intended psychologically. And in fact some passages of The
Philosophy of Money read like a translation of Marx’s economic discussions
into the language of psychology. Yet one would do Simmel’s book a great
disservice if one merely treated it as such a translation. Just as The
Philosophy of Money could undoubtedly not have been written if it had not
been preceded by Marx’s Capital, so it is equally important to emphasize
that Simmel’s book contains a supplementation of Marx’s life work such as
has hitherto not existed in social science or in its extensions. In any case,
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The Philosophy of Money is written too much in the spirit of philosophical
meditations.

Goldscheid argues that Simmel should have spent more time confronting
Marx’s theory and suggests that where he takes up the labour theory of
value Simmel’s standard of argument is weaker than elsewhere in the book.
None the less, Goldscheid is convinced that there exists ‘a multitude of very
interesting parallels between Marx’s theory of capitalism and Simmel’s theo-
ries concerning the relativism of money. . . . In my opinion it is an error of
Simmel’s book that it confronts Marx too little.”*?

But there exists another major feature of Simmel’s work which Goldscheid
sees as a weakness. In a remarkably perceptive passage he anticipates the
critiques of Simmel’s perspective which locates it within a tragic conscious-
ness. He asserts that:**

behind Simmel’s whole work there stands not the ethical but the aesthetic
ideal. And it is this aesthetic ideal that determines his whole interpretation
of life and thus his whole scientific life activity. . . . Out of this pure aestheti-
cization of their nature springs this excessive cobweb-like nature of his
presentation of real circumstances.

It is this ‘purely aesthetic ideal’ that ‘entices him into a false pathos of
distance from all practical life’. Out of this “pathos of distance’ there emerges
‘a powerless hyper-objectivity” which confronts ‘the highest aesthetic ideal
of the individual’. Yet like all the other reviewers of The Philosophy of Money,
Goldscheid is unsparing in his overall praise of the book, which he holds to
be ‘one of the most important phenomena of the last decade just as, without
a doubt, Simmel ... is one of the sharpest philosophical minds of our
times’.>

Aside from Altmann'’s review, there remains only one foreign review of
The Philosophy of Money to be considered, that published by Durkheim in L’Année
Sociologique in 1901.°° Durkheim saw it as ‘a treatise on social philosophy
which is offered to us’, a treatise upon money as a ‘pure symbol, an abstract
expression of abstract relationships’. Durkheim’s interest lay in the manner
in which Simmel demonstrated the influence of money and monetary rela-
tionships upon ‘moral life’. Precisely because of ‘its formal and symbolic
character, money affects our moral judgments’.”” Since it is associated with
such a variety of objects both high and low it produces ‘a kind of moral
depreciation’ of all of them. The money economy when fully developed
results in ‘a kind of decolouring of existence’.*®
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Yet despite the ‘number of ingenious ideas’ and ‘curious relationships’
that are presented in The Philosophy of Money, Durkheim found the mode of
presentation somewhat ‘laborieuse’. At a substantive level, Durkheim ques-
tioned some aspects of Simmel’s analysis of types of money and (in the
second part of the book) the nature of Simmel'’s argument, which he found
quite beyond the bounds of logic. Aside from the illuminating insights
found in the book, Durkheim seems to conclude that it belongs to ‘a kind of
illegitimate speculation’ (“speculation bitard’).*

On balance, however, the reviews of The Philosophy of Money were almost
universally favourable. Yet despite this, and despite the claims made for the
volume at the time, it did not at first sight have a major impact upon German
social theory. The much more fragmentary Soziologie published the year after
the second enlarged edition of The Philosophy of Money had a significantly greater
influence upon German sociology. Why was it that this book on ‘the spirit of
capitalism’ was so neglected? Was it merely because Simmel’s work as a whole
suffered from a relative neglect, partly because the institutional constraints in
Berlin prevented him from taking on doctoral candidates, and thus building
up a following, because his work was so unacademic, almost anti-academic,
or because he was, as Honigsheim puts it, ‘completely different from the
typical German university professor’?*’ Of course, such reasons only account
for the reception of Simmel’s work as a whole and not for The Philosophy of Money
in particular. Perhaps, however, the dominant perspectives on sociology today
have so shifted that we are unable to see the part played by Simmel’s study in
the work of earlier writers. Perhaps we have too easily dismissed it, as did
Spykman in the only substantial American account of Simmel’s work before
the late 1950s, as an illustration of Simmel’s ‘conception of the function of a
social metaphysics’.®' In the ‘shirt-sleeved world picture of many a positivist’
today, there can certainly be no place for such a work except as a source of
promising hypotheses cleansed of their contamination with unverifiable
notions. Fortunately some writers did take up Simmel’s Philosophy of Money and
attempt to develop some of the analyses of money, individualism and ration-
ality presented in it. Some of these connections will now be examined.

In his evaluation of Simmel’s work, Frischeisen-Kohler says of The Philosophy
of Money that:®*

in its statement of the problem the work belongs alongside the group of
those fundamental attempts which almost simultaneously economists
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such as Sombart and Max Weber, students of religion such as Troeltsch
and others have undertaken to interpret the ‘spirit of capitalism’ in a
common rejection of historical materialism. . .. However, Simmel differs
from them in that he does not confine himself to the investigation of a
specific historical epoch but rather strives, as it were, towards a greater
generality, towards the most comprehensive constellation of meaning in
which the significance of the money economy is ultimately illuminated.

Of the three writers mentioned here, only Troeltsch subsequently discussed
Simmel’s work in any detail, and then only in the context of his philosophy
of history.*> Reference has already been made to the fragment of Weber’s
incomplete assessment of Georg Simmel as ‘sociologist and theorist of the
money economy’.** It is clear even from this fragment that Weber was both
highly impressed by much of Simmel’s work and, at the same time, deeply
critical of many aspects of it. This fragment was intended to be ‘a critique of
Simmel’s scientific style in his two major sociological writings” — Philosophie
des Geldes and Soziologie — but it does not extend far enough to examine The
Philosophy of Money. Weber does have praise for Simmel’s mode of exposition,
which is ‘simply brilliant and, what is more important, attains results that
are intrinsic to it and not to be attained by any imitator’, and for the content
of his works, in which almost every one ‘abounds in important new theo-
retical ideas and the most subtle observations’.®* However, what do we
know specifically of the relation between Simmel’s Philosophy of Money and
Weber’s work?

In his introduction to a selection of Simmel’s writings, Levine writes: ‘In
Philosophie des Geldes Weber found a model for sociological analysis that was
both penetrating and restrained, and a provocative interpretation of the all-
pervasive effects of rationalization in modern society and culture’®
Unfortunately, Levine does not go on to substantiate this claim, however
true it may be. We do know from the fragment quoted above that Weber was
deeply impressed by this work, and we also know that after his first serious
breakdown in 1899—-1900 one of the first books that he took up and studied
was Simmel’s The Philosophy of Money.®” What still does not exist is a thorough
examination of the relationship between Simmel’s work as a whole and that
of Max Weber.

Where Weber does explicitly mention Simmel it is usually, though not
always, accompanied by critical comment. Simmel’s attempt to ‘find in each
of life’s details the totality of its meaning” was regarded by Weber as being
based on an inadequately refined conceptualization. In his Economy and Society,
Weber suggests that this work ‘departs from Simmel’s method (in his
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Soziologie and his Philosophie des Geldes) in drawing a sharp distinction between
subjectively intended and objectively valid “meanings”; two different things
which Simmel not only fails to distinguish but often deliberately treats as
belonging together’.®® However, Simmel’s emphasis on the form and inter-
relatedness of social relationships did not clearly require him to develop
such a distinction. In a different direction, though still at the level of meth-
odology, it has been suggested that Weber’s notion of ideal type may be
traced back to, among other notions, Simmel’s concept of form, though the
evidence for this view is by no means unambiguous.®” In his incomplete
evaluation of Simmel’s work, Weber makes clear that he is in agreement with
many, though not all, of the criticisms made by Spann, and it is clear from
the context that, had he completed this assessment, he would certainly have
developed these criticisms.

Spann’s criticisms centred round Simmel’s notions of sociology and
society.”” Spann suggested that Simmel adhered to a ‘psychologistic concept
of society” which rested upon ‘the definition of societal interaction as the
interaction of psychic entities’. For example, Spann argues that Simmel:”*

interprets the economy as interaction in the basic form of the act of
exchange. This means that the act of exchange, this primitive aspect of the
economy, is for him a process of interrelationship between the individual
psychic forces of the individual.

Spann maintains that from such definitions we can never derive social
concepts. This leads Simmel, Spann continues, into a position in which he is
unable fully to establish the basic premises for sociology since its basic
problematic — that of society — is defined ‘more in the sense of a collective
name’ for a whole diversity of interactional forms and relationships. Spann
therefore concludes that ‘Simmel is . . . the sole and first epistemologist of
psychologistic sociology’.”> Weber suggests that he was critical of Spann’s
attack on Simmel’s notions of society and sociology and did not accept all
its points, but it is probably true that, had Weber completed his assessment
of Simmel, he would have gone on to criticize the psychological elements
of Simmel’s attempt to ground sociology in a notion of society based on the
interaction of psychic entities.

At the substantive level there are few references to Simmel’s work. This is
surprising because Weber placed considerable emphasis upon the develop-
ment of a money economy for the development of capitalism, upon the
ensuing calculability of means in an ends—means rationality and upon the
process of rationalization in general — and all of these are themes that are
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dealt with at length and in interesting detail by Simmel’s Philosophy of Money.
Aside from Economy and Society, this can be seen in Weber’s study of the
Protestant ethic. There Weber is critical of Simmel’s Philosophy of Money since
‘the money economy and capitalism are too closely identified to the detri-
ment of his concrete analysis’.”* Certainly it is difficult to find much discus-
sion of money as capital in that work and there is certainly a tendency, in
view of Simmel’s level of generalization, ‘to move from a discussion of the
money economy to the effects of capitalism without realising that there is a
distinction between the two’.”* However, with reference to his analysis of
the spirit of capitalism, Weber refers to Simmel’s ‘brilliant analysis’ in The
Philosophy of Money. But any reader will soon be aware that Simmel’s analysis
moves in quite a different direction to that of Weber.

None the less, Simmel’s account of the nature of that economic ration-
ality brought about by a money economy and the extent to which this new
rationality pervades many aspects of social life probably had a deep impact
upon Weber’s own account of the increasing rationalization of industrial
society. Simmel’s detailed investigation of ends—means rationality within the
context of purposive action is intended to show, among other things, that
money is the most obvious instance of a means becoming an end.”” His
pessimistic portrayal of the pervasive levelling effects of intellectuality and
rationalization and the functionalization of human relationships anticipates
Weber’s own philosophy of history that permeates his later works.”

We thus know very little of the precise relationship between Simmel’s
Philosophy of Money and Weber’s major works. This is much less true of
Simmel’s influence upon his younger contemporary, Georg Lukacs, for whom
Simmel was ‘the most important and interesting transitional phenomenon
in the whole of modern philosophy’.”” Lukacs attended Simmel’s lectures
in 1909-10, though he had already begun a serious study of his writings in
1904. He rapidly became one of Simmel’s favourite pupils and regularly
attended private seminars at Simmel’s home. Simmel and, one might add,
Weber exerted a powerful influence upon the work of the young Lukdcs, an
influence of which he was subsequently highly critical but probably never
regretted.”® This is true not merely of Lukdcs’s early appreciation of Simmel’s
work as a whole but also, more specifically, of his Philosophy of Money.

In his assessment of Simmel’s work written in 1918, Lukics saw The
Philosophy of Money as being his major contribution to sociology. Lukacs
writes,”’

Simmel's importance for sociology — | am thinking here primarily of
his Philosophy of Money — lies in the fact that he drives the analysis of
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determinations so far and crowns it with such sensitivity as has never been
carried out before him and yet, at the same time, he makes evident with
inimitable precision the sudden changes in the determinations, their
autonomous limitation, their halting before that which they cannot deter-
mine. A sociology of culture, such as has been undertaken by Max Weber,
Troeltsch, Sombart and others — however much they might all also wish to
distance themselves from him methodologically — has surely only been
made possible on the foundation created by him.

Yet this is not the first time that Lukdcs had singled out The Philosophy of Money
as a crucial instance of Simmel’s sociological work. In a review article
published in 1915 on the nature and methods of the sociology of culture,
Lukdcs referred to two works which he considered decisive for ‘the clarifica-
tion of a sociology of culture’ — Toénnies’s Gemeinschaft und Gesellschaft and
Simmel’s Philosophie des Geldes.** Furthermore, Lukdcs’s statement of the prob-
lems of the fundamental grounding of a sociology of culture in part echoes
Simmel’s own standpoint. Lukdcs argues that®'

if a sociology of culture as an independent discipline is to exist ... then
its basic question can only be: what new viewpoints emerge if we treat
cultural objectivations as social phenomena? Expressed in terms of
transcendental logic: what is changed in the meaning, content and struc-
ture of cultural objectivations if they are changed out of the systematic—
sociological form in which they appear as social products and thus as
objects of sociology? Sociology is, like every method, like every science a
form and not a realm of study or content. Whether or not this form is
viewed as an abstract-constructive science of the ‘forms of sociation’
[Formen der Vergesellschaftung] or is sought as an ‘interpretative’ or even
‘descriptive’ sociology this problem remains always the same: to search
for the interest of the purely social in cultural objectivations.

Lukdcs here clearly recognizes Simmel’s notion of sociology as being a signif-
icant one for the development of the sociology of culture and seems to accept
his concept of sociology as a form. Yet even earlier, Lukacs’s adherence to
Simmel’s social theory was manifested specifically with reference to the
theory of alienation which Simmel expounds in the last chapter of The Philosophy
of Money. In his work on the development of modern drama, completed in the
winter of 1908—9 and published in 1911 in Budapest, Lukacs refers in several
places to Simmel’s work and, more importantly, produces an analysis of
modern society that is heavily indebted to Simmel’s Philosophy of Money.**
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This is apparent not only from several explicit references to Simmel but
also from the manner in which Lukacs takes up aspects of Simmel’s analysis
in The Philosophy of Money. Lukdcs takes modern drama to be a ‘symbol of
the whole of bourgeois culture’. Its crisis lies in the powerlessness of the
individual — despite the emphasis upon individualism — against the facticity
of what exists. This crisis, this ‘problem of life’, arises out of the relationship
between the individual and his culture and the social consequences of a
capitalist economy. Modern life reaches its apogee in metropolitan life in
which ‘the anarchistic tendencies to tear everything asunder, to dissolve
everything into spiritual atoms’ are most readily manifested.®’ This crisis is
also manifested in the pervasive intellectualism that emerges out of an
increased rationalization:*

Rationalisation, the desire to reduce everything to signs and formulae,
progressively increases however not only in the pure natural sciences but
also in the more historical sciences (sociology) . . . the development leads
from the immediate sensual type of apperception to the mediated intel-
lectual type: the category of the qualitative is superseded by that of the
quantitative, or — expressed in the language of art — the symbol is displaced
by the definition, by analysis.

This intellectualism ‘as the form of the mental process certainly has the
strongest tendency to dissolve every community, to isolate human beings from
one another and to emphasize their incomparability’. All these processes are
examined in greater or lesser detail in Simmel’s Philosophy of Money, to which
reference is explicitly made in Lukdcs’s study.

The objectification of the phenomena of life and the individual’s power-
lessness in the face of his own creations is referred to more explicitly by
Lukdcs in a manner that is similar, though not identical, to Simmel’s treat-
ment of objectification and reification. With reference to the power of ‘the
existent, of naked existence’, Lukdcs argues that it is ‘not only that every idea
and every theory is powerless when confronted with its power: rather they
immediately come under the domination of this unformulable law . . . from
the moment they are expressed’.®® At a more concrete level, Lukdcs argues
that individualism as a value has become problematic in the face of forms of
alienation in which ‘this new life’ of modern capitalism has made every-
thing ‘uniform’ — clothing, transport, ‘the diverse forms of activity [have
become] increasingly similar (bureaucracy, industrial machine labour);
education, the experiences of childhood become increasingly similar (the
influence and ever-increasing importance of the metropolis) etc.”.*® Lukdcs,
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like Simmel, also refers to the uniformity of the soldier’s occupation
compared with earlier times. Alongside this uniformity and parallel to it is
the ‘objectification of life’ [ Versachlichung des Lebens’]:*

From the standpoint of the individual, the essence of the modern division
of labour is perhaps that it makes work independent of the always irrational
and thus only qualitatively determinable capacities of the worker and places
it under objective, goal-oriented criteria that lie outside his personality
and have no relationship to it. The major economic tendency of capitalism
is this same objectification of production, its separation from the person-
ality of the producers. By means of the capitalist economy, an objective
abstraction — capital — becomes the real producer even though it hardly
stands in an organic connection to the personality of those who happen to
own it; indeed it becomes increasingly superfluous whether the owners are
persons or not (joint stock companies).

Scientific method too loses its ‘close relationship with the personality’ and
becomes ‘increasingly objective and impersonal’. This applies to work in
general, which ‘takes on a specific, objective life over against the individual
character of the human being, so that he is forced to express himself in
something other than in what he does’.*® Lukdcs, like Simmel, takes up the
effects of modern economic activity upon human relationships. Bonds
between human beings become ‘increasingly looser’ and relate only to
concrete, one-sided aspects of the human personality:*

The number of these bonds, however, constantly increase, their interac-
tions become more developed and their total effects achieve an increas-
ingly incalculable intensity: ‘Thus we might well express as the major
scheme of the modern period’ writes Simmel ‘that it makes human beings
increasingly dependent upon totalities and universalities and increasingly
independent of particularities.’

Lukdcs, too, examines the most significant ‘antinomies of individualism’,
namely ‘that the assertion of the personality is unthinkable without the
suppression of the personality of others’.”® Lukdcs draws the same conclu-
sion as Simmel and again makes explicit reference to him:”’

Through the objectification of life, individuality is increasingly ousted from
its realities and actions and the manifestation of the personality is left with
increasingly less room for manouver in this sphere. On the other hand, it
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makes possible, and even contributes to, the fact that the real innermost
life of the soul becomes completely independent of these facts and conse-
quently becomes exclusively inward. Simmel points out at the same time
with regard to this statement that this development of the introversion of
the life of the soul is necessary to the same extent that it runs counter to
every aesthetic ideal of life.

What is remarkable in Lukdcs’s study is the extent to which he relies upon
Simmel’s work and especially upon The Philosophy of Money, since every theme
that has been illustrated here in Lukdcs’s study is taken up in a similar
manner there. This is not to deny that important differences already emerge
in Lukdcs’s account of alienation and objectification. The crisis of modern
life to which both Simmel and Lukacs refer is given a specifically historical
dimension; that is, the crisis is seen as that of the bourgeoisie in a modern
capitalist society. In other words, unlike Simmel, Lukacs is concerned with
the social class structure of capitalist societies in a somewhat more concrete
manner. Secondly, Lukdcs begins to place this whole discussion of individu-
alism and objectification within the context of a critique of ideology — a
framework missing from Simmel’s work.

It has already been suggested that there is a major aesthetic dimension to
Simmel’s Philosophy of Money, one that will be examined in more detail later.
For the moment, it is sufficient to point out the extent to which this dimen-
sion is also central to Lukacs’s early work and, even though perhaps within
different contexts, to his whole life’s work too. It is well known that Simmel
elevated the category of form to the very centre of his analysis of human
society. It is also central to Lukdcs’s early writings on culture. For example,
in his essay, ‘The Metaphysics of Tragedy’, Lukécs views life as”

an anarchy of light and dark: nothing is ever completely fulfilled in life,
nothing ever quite ends; new confusing voices always mingle with the chorus
of those that have been heard before. Everything flows, everything merges
into another thing, and the mixture is uncontrolled and impure; everything is
destroyed, everything is smashed, nothing ever flowers into real life.

The problem here is how ‘true life’ and structures of meaning can emerge
out of this chaos. Lukdcs’s answer is in terms of form as ‘the highest judge
of life. Form-giving is a judging force, an ethic; there is a value-judgment in
everything that has been given form. Every kind of form-giving, every
literary form, is a step in the hierarchy of life-possibilities.”® Again, like
Simmel, Lukacs conceives of this metaphysic of forms as lying quite outside
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historical social reality and in fact its basis lies in a Kantianism remoulded
by Lebensphilosophie. In The Theory of the Novel, completed in 1914, Lukdcs is still
referring to ‘philosophy as a form of life’.”*

Yet Lukdcs’s treatment of cultural phenomena soon took on a more
Hegelian and eventually a Marxist dimension, even though elements of
Simmel’s influence persist in some of the shorter articles written after Lukacs
had joined the Hungarian Communist Party in December 1918. In an article
on old and new culture published in Kommunismus in 1920, for example,
Lukdcs takes fashion as his example of the revolutionary character of capitalist
production.” Cultural renewal is still seen as the crucial aim just as in the
previous year Lukdcs had stated that ‘politics is merely a means, culture is the
goal’.”® Culture in capitalist society is seen to suffer from the contradiction
between ‘the forms and contents of cultural expressions’. The persistence of
Simmel’s formulations in Lukdcs’s work should not be surprising to anyone
who does not wish to establish a radical break in his work that is based on a
change in his political allegiance.

It is, however, Lukacs’s History and Class Consciousness, which stands as the
most decisive reception and reinterpretation of Marx’s work in the 1920s,
that is also significant for following up Simmel’s influence in Lukacs’s
work.”” In History and Class Consciousness and also in some of his earlier works,
particularly his study of modern drama, many commentators have pointed
to the striking ‘links between Lukacs’ standpoint here and the theory of
alienation developed by Marx’.”® What is perhaps more striking is that some
of the relevant passages can be drawn from sections of Simmel’s Philosophy of
Money, a book that is ostensibly deeply critical of Marxism and one that owed
its political economy not to Marx but perhaps to Schmoller, Sombart,
Tonnies and others. In The Philosophy of Money Simmel outlines a theory of
alienation based on the process of objectification, though one that is largely
directed towards showing the alienation of culture and the inevitability of
that process. Simmel frequently employs the concept of reification
(‘Verdinglichung”), a concept also employed by Nietzsche as well as Marx. It is
the concept of reification that is elevated by Lukdcs to a crucial position in
his critique of bourgeois interpretations of capitalist society as a whole. In
the course of that central analysis Lukacs criticizes Simmel’s Philosophy of
Money for failing to recognize the historical nature of the process of reifica-
tion. Lukdcs, with obvious reference to Simmel though with equal relevance
to Lukdcs’s own earlier works, argues that even those writers who®’

have no desire to deny or obscure its existence and who are more or less
clear in their own minds about its humanly destructive consequences
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remain on the surface and make no attempt to advance beyond its objec-
tively most derivative forms, the forms furthest from the real life-process of
capitalism, i.e. the most external and vacuous forms, to the basic phenom-
enon of reification itself.

Such writers detach the manifestations from capitalism itself and ‘make
them independent and permanent by regarding them as the timeless model
of human relations in general. (This can be seen most clearly in Simmel’s
book, The Philosophy of Money, a very interesting and perceptive work in matters
of detail).'” This does not prevent Lukics from using Simmel’s analysis
(or Weber’s for that matter)'®" for an account of the phenomenology of
capitalist society. Even the manner of presentation of the tragedy of the
bourgeoisie may retain vestiges of Simmel’s own tragic vision.

Lukacs is the one writer in the Marxist tradition who is most clearly influ-
enced by Simmel’s Philosophy of Money as well as by his other writings. The
importance of this work for other writers within the Marxist tradition is
much less easy to determine. Ernst Bloch, who persuaded Lukacs to study in
Berlin, was certainly close to Simmel when he studied under him, but his
judgment of Simmel was ultimately a negative one:'"”

Simmel has the finest mind among all contemporaries. But beyond this, he
is wholly empty and aimless, desiring everything except the truth. He is a
collector of standpoints which he assembles all around truth without ever
wanting or being able to possess it. [On the other hand,] Simmel has given
to thought nuances and a heightened temperature which, if only taken out
of the hands of a man born without a hard core, can indeed be of great
service to philosophy.

Yet it is unlikely that The Philosophy of Money had the same importance for
Bloch as it did for Lukdcs.'® Of greater interest perhaps is Walter Benjamin’s
comment on Simmel whose work he had used for his study of Baudelaire
and Paris in the nineteenth century. Benjamin, a member of the Frankfurt
School, wrote to Adorno in 1939 that he had earlier taken up Simmel’s
Philosophy of Money and said that the work'**

is certainly not dedicated to Reinhold and Sabine Lepsius for nothing; not
without reason does it emerge out of the period in which Simmel sought to
‘approach’ the George circle. However, one can find much that is inter-
esting in the book if one is resolved to disregard its basic thoughts. | was
struck by the critique of Marx’s theory of value.
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Adorno, however, was highly critical of Simmel’s work even though he was
impressed by Simmel’s use of the essay form. Despite his critical response to
Simmel, we can see in much of Adorno’s work that preoccupation with the
manner in which works of art are enmeshed in the division of labour and
that search for the totality of meaning in the individual details of life that
also characterizes much of Simmel’s work.'®® Associated with the Frankfurt
School and a close friend of Adorno’s was Siegfried Kracauer, whose essay
on Simmel has already been referred to. Kracauer wrote a full-length study
of Simmel’s work but only the introductory chapter was published in
1920.1° However, Kracauer’s work moved in the direction of a kind of crit-
ical phenomenology, though his studies of the detective novel, white-collar
employees and other shorter pieces in the 1920s exhibited that attempt to
capture the totality of meaning of social phenomena through working
through the nuances of meaning residing in single elements that is reminis-
cent of Simmel’s approach.'”” Such a procedure must be predicated upon
the assumption of the delicate interrelatedness of phenomena. Kracauer was
clearly more impressed by Simmel’s attempt to demonstrate the funda-
mental interrelatedness (Wesenszusammengehorigkeit) of the most diverse
phenomena than by his persistent use of argument by analogy which repre-
sents relations between objects as opposed to metaphorical connections
which present the relationship between a subject and an object.

Yet aside from these somewhat diverse strands of continuity, Simmel’s
Philosophy of Money does not seem to have been treated with the same acclaim
as his Soziologie. Simmel’s ‘impressionistic pluralism’ (Landmann) may have
appealed to the young Lukacs and Bloch as well as to Kracauer, but it did not
earn him a consistent following. It has been suggested that Simmel’s value
perspectivism permeates Mannheim'’s sociology of knowledge, but this may
be part of the more general influence of value-relativism found not merely
in Simmel but in Dilthey, Nietzsche and Weber.'”® Of greater importance in
this context is probably the influence of Simmel’s cultural theory of aliena-
tion and reification upon the sociology of knowledge. Even writers like von
Wiese, whose monumental attempt to develop a formal sociology in the
post-First World War period ostensibly provides the most direct example
of Simmel’s influence, did not single out Simmel’s Philosophy of Money for
special emphasis.'”” However, one consequence of Simmel’s attracting large
numbers of students to his lectures from ‘the eastern countries’ (as a hostile
referee of Simmel’s work termed them) may have been that his work,
including The Philosophy of Money, was translated into several languages. Three
articles that were later reworked and incorporated into The Philosophy of Money
were translated into Russian between 1899 and 1900 while the whole of
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The Philosophy of Money was translated into Polish and published in 1904.'"°
Nor does this take account of writers like Kistiakowski, whose work was
heavily indebted to Simmel'"" and influential in eastern Europe.

However, it remains true to say that Simmel’s Philosophy of Money exerted its
greater effect upon Weber’s examination of rationality and the emergence
and consequences of a money economy and upon Lukacs’s early writings.
What is perhaps most surprising is that the book was so significant to
writers in the Marxist tradition. This can be understood only if we now
examine Simmel’s relationship to Marx and the Marxism of the Second
International.

v

It is worth while investigating Simmel’s relationship to Marx for a number
of reasons. First, his Philosophy of Money was probably the most important
work on the consequences of a money economy to be published since
Marx’s Capital. Second, writers like Goldscheid saw Simmel’s Philosophy of
Money as an extension of Marx’s Capital. We need to examine in what sense
this was true. Third, we need to ask how it is that writers like Lukacs could
approach Marx through the eyes of Simmel. This is apparently all the more
surprising in view of Simmel’s avowed intention in the preface to The
Philosophy of Money ‘to construct a new storey beneath historical materialism’
and his critique of the labour theory of value in the last section of the fifth
chapter of that work. Finally, it is important to investigate the use of such
concepts as reification and objectification, the analysis of the consequences
of the division of labour in society in order to examine whether Goldscheid
is correct in arguing that The Philosophy of Money ‘could undoubtedly not have
been written if it had not been preceded by Marx’s Capital’.

In his preface to the new edition of History and Class Consciousness in 1967,
Lukacs suggested that his study of Marx commenced around 1908 and
that ‘it was Marx the “sociologist” that attracted me — and I saw him
through spectacles tinged by Simmel and Max Weber’.''> More explicitly, Lukdcs later
argued that'"’

a properly scholarly use of my knowledge of Marx was greatly influenced by
the philosophy and sociology of Simmel™ [and that] when | looked for the
perspectives, foundations and methods of application of philosophic
generalisation, | found a theoretical guide in the German philosopher
Simmel, not the least of reasons being that this approach brought me
closer to Marx, though in a distorted way.
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Certainly Lukdcs’s own attraction to Simmel’s work may have been partly
due to his own deep concern for cultural renewal and for the preservation
of the authenticity of the individual’s modes of expression. In this respect,
Simmel’s own concern for the inevitable clash between subjective and
objective culture and his analysis of the myriad connections between cultural
phenomena must have been attractive to the young Lukdcs. This is not to
suggest that Lukacs was not subsequently deeply critical of Simmel, as has
already been shown. This critique reached its most negative depths in Die
Zerstorung der Vernunft, where Lukdcs, referring to Simmel’s attempt to ‘deepen
historical materialism’ in The Philosophy of Money, argues that such a'"

deepening of historical materialism in fact exists in the subsumption of its
results under a Lebensphilosophie framework, that in this case appears as
the insoluble opposition between subjectivity and cultural forms, between
soul and mind. This opposition is, according to Simmel, the peculiar
tragedy of culture.

What Lukacs suggests here is that where elements of historical materialism
do exist in The Philosophy of Money — such as the notion of reification — then
they are embedded in an idealist metaphysics of culture.

However true this may be, it hardly illuminates Simmel’s own knowledge of
Marx’s work though it does again highlight the fact that many writers saw
Simmel’s work as containing at least elements of Marx’s work. But what do we
know of Simmel’s knowledge of Marx’s writings? It is not clear from Simmel’s
published works themselves or his correspondence how fully Simmel had
studied Marx’s work and especially Capital. Despite the occasional affinities
between passages in The Philosophy of Money and Marx’s work it is probably true
that, as one commentator suggests, ‘his knowledge is certainly not as profound
as that of Ténnies who has written a volume on Marx’.''® Even the two sections
of The Philosophy of Money that bear directly upon Marx’s Capital — Simmel’s critique
of the labour theory of value and his discussion of the consequences of the
division of labour — do not directly take up the kind of problems that Marx
examines in the relevant contexts. Rather, it seems more likely that Simmel’s
knowledge of Marx is mediated by that of other contemporary writers such as
Schmoller on the division of labour and Ténnies on rationality.''” Certainly in
the decade preceding the publication of The Philosophy of Money there were
numerous discussions and critiques of Marx’s work, especially of Capital, some
of which, at least, Simmel was probably acquainted with.''®

We also know that Simmel found the development of his own subjec-
tive theory of value extremely difficult to formulate. While working on
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The Philosophy of Money in 1898 Simmel wrote to Rickert explaining the
difficulties he was having in advancing a theory of value. Simmel here
suggests that'"’

the concept of value seems to me to not only contain the same kind of
regressus in infinitum as does that of causality but also contains a circulus
vitiosus because, if one follows through the connections far enough, one
always finds that the value of A is based on that of B or that of B is only
based on that of A. ... | see no end to the difficulties since, in any case, |
am convinced of the fact that | can only maintain my relativism if it is
capable, as it were, of solving all the problems which are presented by
theories of absolutism.

In fact Simmel’s own theory of value, with its subjective and relativist
assumptions, has much in common with the subjectivist theory of value
advanced by marginal utility theorists such as Menger and B6hm-Bawerk
and very little in common with Marx’s theory of value. Neither Simmel’s
nor, for that matter, Weber’s often-remarked-upon similarities with some
aspects of Marx’s theory extend to the very marked differences in the polit-
ical economy of these writers. However ‘interesting’ Simmel found the
labour theory of value, he did not accept its basic premises and his own
subjective theory of value ran directly contrary to it. This is perhaps the
major reason why his critique of the labour theory of value appears some-
what uneasily when set against the context of Simmel’s own formulation of
a subjective theory of value in the early chapters of The Philosophy of Money.

It has indeed been suggested that Simmel’s concern with money as a
phenomenon is, in fact, a diversionary theme in order to arrive at that of
value.'” That is, money is seen as mediating between value and life in such
a manner that money and exchange not only enable an objective compar-
ison of subjective values but permit Simmel to take up the problem of value
itself. However, Simmel’s own theory of value was beset by the problem of
avoiding a totally relativist standpoint. Simmel himself saw that his intro-
duction of the concept of interaction of elements and their interconnected-
ness within the sociological sphere led him to take up this mutual interaction
as a ‘comprehensive metaphysical principle’. Yet in doing so this presented
Simmel with the relativist problematic since'”’

the contemporary historical dissolution of all that is substantial, absolute
and eternal in the flux of things, in historical mutability, in a merely psycho-
logical reality seems to me to be then only preserved against an unceasing
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subjectivism and scepticism if one substitutes for every substantial secure
value the living interaction of elements which ultimately underlies, in turn,
the same dissolution into infinity. The central concepts of truth, value,
objectivity etc., revealed themselves to me as changing effective phenomena
(Wechselwirksamkeiten), as the contents of a relativism which no longer
implies the sceptical loosening of all determinations but rather means
securing against this by means of a new concept of determination
(‘Philosophie des Geldes’).

It is in this work then that, as Margaret Susman says, ‘Simmel’s relativism
and thus, at the same time his relation to the absolute finds its most complete
expression’.'*” Certainly, this relativism is expressed not merely in a general
metaphysical standpoint but, more specifically, in a subjectivist theory of
value to be counterposed, presumably, to an objectivist theory of value
provided by historical materialism.

This intention is most apparent in Simmel’s critique of the labour theory
of value. In earlier chapters Simmel outlined his theory of exchange as a
basis for examining the role of money in this process. But Simmel’s deline-
ation of an exchange economy was one far removed from that of Marx
since, as Blumenberg points out, ‘Simmel still postulated the concept of
exchange for a “solipsistic economy, as it were”, that is, one in which the
isolated person does not confront other persons but immediately confronts
nature’.'”® It would not be possible at this point to develop all the differ-
ences between the value theories of Simmel and Marx. It must suffice here
to suggest that one of the key aspects of Simmel’s critique of the labour
theory fails to come to terms with Marx’s theory at all. Simmel’s argument
on value obfuscates the distinction between use and exchange value with
respect to labour power and hence any possibility of discussing commodity
exchange rather than the exchange of goods. Secondly, Simmel’s critique
centres around a number of examples of concrete labour without again
confronting Marx’s distinction between concrete labour and labour power,
between concrete and abstract labour. The discussion of money seldom takes
up the relationship between money and capital that is symptomatic of
Simmel’s lack of interest in the sphere of production as opposed to that of
distribution and circulation. This can lead Simmel to argue that the sphere
of exchange is just as productive and value-creating as that of production
itself and to view exchange exclusively from the standpoint of the consump-
tion of use values.'**

The origin of these differences between Simmel and Marx lies in the
fundamentally divergent economic theories of the two writers. Simmel
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wrongly describes Marx’s theory of money as a theory of labour money — a
theory that he expressly rejects both in Capital and, in more detail, in A
Contribution to the Critique of Political Economy.'** In his critique of Marx’s theory,
Simmel correctly points to the importance of the separation of intellectual
and manual labour, but in the course of the discussion intended to preserve
the freedom of the intellect and to assert that intellectual labour is free he
confuses two notions of value. As Brinkmann argues,'*®

Simmel uses two concepts of value in an undifferentiated manner: on the
one hand, his concept of value which . . . is orientated towards that of each
individual valuation of an object . . . on the other, however, Marx’s concept
of value which commences from abstract labour.

Brinkmann goes on to show that Simmel’s notion of an economic crisis
too differs markedly from that of Marx. Simmel views an economic crisis
not in terms of over-production but rather as a distorted relationship
between the means of payment and the supply of goods. This is the result of
a more basic difference between Simmel’s and Marx’s views on a capitalist
economy since ‘whereas Simmel seeks to analyse the economy from the side
of demand and thus from the side of consumption and distribution, thereby
allowing supply to be more or less a function of demand, Marx starts out
from supply, from production’.'”” Of course, in this Simmel’s views do not
differ markedly from those of many of his contemporary sociologists or, for
that matter, from many writers today on social stratification.

It is however in Simmel’s analysis of the consequences of the money
economy and of the division of labour that the affinities between his work
and that of Marx appear to be greatest. It is at this level rather than in terms
of Simmel’s theory of value that we must examine Goldscheid’s claim that
The Philosophy of Money is an extension of Marx’s Capital or Lukacs’s claim to have
come to Marx’s work via Simmel. One recent commentator suggests that'*®

in the Philosophie des Geldes at least, the power of the analysis lies precisely
in the constant return of the argument to the process of industrial produc-
tion. In this context, Simmel rediscovered major moments of Marx's theory
of alienation that most interpreters (except Lukécs in 1923) associated with
Marx only after the discovery of the 1844 Paris Manuscripts.

In what sense is this true?
It must again be pointed out that any affinity between Simmel’s analysis
and that of Marx need not rest upon Simmel’s reading of Marx. Without in
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any way detracting from Simmel’s originality, many strands of Simmel’s
analysis may be traced back to other writers. Arato has rightly suggested
that Simmel’s discussion of rationality and, one might add, possibly his
account of its relation to science, has its roots in Ténnies’s earlier work.'?’ It
would be surprising if Simmel had not been impressed by the work of his
colleague Schmoller on the division of labour."*® Similarly, many of the
historical examples that illuminate Simmel’s analysis of the emergence of
the money economy are probably drawn from such works as those of Knapp
on agricultural workers."! Yet having pointed to all these influences — and
they are by no means exhaustive — it remains to examine what affinities do
exist between Simmel’s and Marx’s analysis of the division of labour and
alienation.

In the last chapter of the present work, Simmel draws a remarkable picture
of the alienation of man from his products and from the culture that he has
himself produced. This is accompanied by a divergence of what Simmel
views as subjective and objective culture and is attributed to the division of
labour ‘in terms of its importance within production as well as consump-
tion’."*” In the production process the division of labour develops increas-
ingly refined skills that form a ‘one-sided activity’ while at the same time
these skills and activities become ever more detached from the total person-
ality and often lead to the stunting of the human subject as a whole. The
increased fragmentation of the production process results in the meaning of
the product for its producer lying not in that person but in other products.
This increased fragmentation of production and of human beings results in
their progressive standardization and the destruction of their individuality.
In this last sense, human subjects become alienated from their species’
being.

It is not possible or necessary to develop at this point Simmel’s analysis of
the consequences of the division of labour. That account is presented by
Simmel himself in the middle section of the last chapter of The Philosophy of
Money. Suffice it to say that he does present us with a remarkable account of
the processes of fragmentation, atomization, objectification, reification and
standardization brought about by the division of labour. An analysis of these
processes is, of course, to be found in Marx’s work too. But there are crucial
differences in the two accounts.

In terms of Simmel’s analysis of the money economy as a whole, one
significant difference was highlighted by Karl Mannheim, who argued that'**

Simmel in particular had characterised in many ways the experientially
changing objects of the world which are associated with money forms . . .
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yet in so doing he had abstracted, in a completely unhistorical manner, the
capitalistic money form from its capitalistic background and imputed the
characteristic structural change to ‘money as such’.

Similarly, like Weber and Sombart, Simmel had also spoken of the progres-
sive rationalization of the world yet had overlooked ‘that money calculation
also existed earlier but that it is precisely in modern capitalism and only
here that the category of commodity becomes a universal category which
structures the whole world view’."** that is, Simmel’s analysis lacks that level
of historical concretion that locates the consequences of a specific mode of
the division of labour as resulting from the nature of capitalist society. In
this way, for example, ‘Simmel makes the development of alienation inde-
pendent of social relations: the victims of alienation confront only an objec-
tive process’;'*® they do not confront a social class that stands in opposition
to them. Unlike, for instance, Schmoller’s neglected account of the
consequences of the division of labour for social class formation, Simmel’s
analysis moves in a different direction. The location of the consequences
of the division of labour in a capitalist society, all of which are specific to
that society, becomes increasingly part of a universal human predicament.

Though Simmel’s description of these consequences is presented with
‘seismographic accuracy’ (Gadamer), the location of their origin is increas-
ingly lost, at least as far as their historically specific origin is concerned. This
can only give to society and to objective culture a natural character which
effectively destroys any basis for a critique of society. Marx’s analysis is pred-
icated upon a critique of capitalist society as a whole. Simmel is certainly
acutely aware of some of the consequences of that society’s operation, but
his analysis leads him ultimately into a ‘metaphysical pathos’. Whereas The
Philosophy of Money does provide a high level of concretion in its analysis of the
effects of a money economy, it also contains within itself the basis for that
universal tragedy of culture that is symptomatic of Simmel’s later work. In
an essay on the tragedy of culture published in 1911, Simmel argues that the
‘ “fetishism” which Marx assigned to economic commodities represents
only a special case of this general fate of contents of culture’."*® In the same
vein, the ‘extreme and total specialisation” produced by the division of
labour ‘is only a special form of this very general cultural predicament’,"*’
namely the alienation of objective from subjective culture. Similarly, the
process of fragmentation that Simmel analyses in detail in The Philosophy of
Money was later destined to become absorbed into a metaphysic of human
existence in which life itself was viewed as composed of fragments whose
relation to totality was increasingly obscured.'*®
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Ultimately, then, Simmel’s analysis of the capitalist social order has little
in common with that of a socialist critique. As Margaret Susman correctly
argues, with reference to Simmel’s Philosophy of Money, it is the case that'*’

in place of the word socialism there stands here, and with the same though
contrary justification, the word individualism to which he confessed
throughout. And here he has finally developed the increasingly solitary ego,
the deeply lonely soul out of the industrial world which was later to become
the agent of the individual law.

\%

We have already seen that many contemporary commentators on Simmel’s
Philosophy of Money and on his work as a whole detected a strong aesthetic dimen-
sion in his approach to his subject. Goldscheid, for example, observed a ‘pure
aesthetic ideal’ which ‘enticed him into a false pathos of distance in relation to
all practical life’, a “pathos of distance’ which led him into ‘a powerless hyper-
objectivity’. Lukacs, as we have seen, characterized him as ‘the true philoso-
pher of impressionism’, as ‘a philosophical Monet’. Leopold von Wiese saw
Simmel’s sociology as ‘possessing great aesthetic attractiveness. From a certain
aspect I would even call his sociology the sociology of an aesthete, a sociology
for the literary salon.'** Certainly, it is this aestheticization of reality and this
distancing from the material world that has led some recent commentators to
see in Simmel’s work a distinctive version of the tragic vision, to see him as ‘the
philosopher of the tragic’.'*! We need to examine in what ways this aesthetic
dimension manifests itself in Simmel’s work, especially in The Philosophy of Money,
and to investigate its consequences for Simmel’s own world view.

This aesthetic dimension in Simmel’s work is not at all surprising or
problematical at one level. In The Philosophy of Money many aesthetic analogies
are drawn. Elsewhere, Simmel’s notion of method is clearly one that often
refers to the author’s individual style rather than to any systematic meth-
odological precepts. At the substantive level, Simmel produced studies of
Goethe, Michelangelo, Rodin and Rembrandt which, according to Lukacs,
‘displayed the path-breaking element of his way of looking at things’'*’
more than any of his other works. Simmel’s concern for artistic forms is
further manifested at a personal level in terms of his association with poets
such as Stefan George and Rilke and with dramatists such as Paul Ernst, as
well as visits to Rodin in Paris.

Of particular interest here is the fact that the publication of The Philosophy
of Money probably coincides with the height of Simmel’s affinity with the



INTRODUCTION TO THE TRANSLATION

George Circle, although he was never formally a member of it.'** It was in
this period that Simmel wrote two appreciative articles on Stephen George’s
poetry.'** Itis not clear at this time, however, whether Simmel also subscribed
to George’s conception of a renewal of culture through an intellectual élite,
though elements of such a view do surface from time to time in The Philosophy
of Money.'** In one of the studies on George published in 1901 Simmel refers
to the work of art as ‘a completely self-sufficient, perfectly autonomous
cosmos’'*® and thus to an aesthetic dimension that can be abstracted from a
social and historical context. Perhaps what specifically appealed to Simmel
in George's poetry was what Lukdcs termed ‘the impressionism of the
typical. All his poems are symbolic snapshots.’'*” Again it is clear that this
impressionist stance is also present in Simmel’s own work, as indeed Lukacs
himself pointed out.

However, there is a more far-reaching aspect of this aesthetic dimension
in Simmel’s work, one which may be termed the aestheticization of reality.
This aestheticism is manifested in the convergence of a distancing from
reality and a particular version of the tragic vision which often gives his
work its peculiar pathos. These two elements were recognized, as we have
seen, by some of Simmel’s contemporaries as being present in The Philosophy
of Money and have received attention from recent commentators on his
work.'"*® Of course, both elements of aestheticism were accentuated in
Simmel’s later writings, especially when he was preoccupied with the
tragedy of culture and the development of a metaphysical Lebensphilosophie. Yet
as his contemporaries saw, in important respects this aestheticism is central
to The Philosophy of Money both in terms of Simmel’s approach to his subject
matter and in the light of his preoccupation with the tragedy of culture —a
concern that was already present in Simmel’s ‘sociological’ phase.

Simmel’s approach is usually seen as a preoccupation with the form that
social interactions and relationships take. But this can only be understood as
a problem of the relationship between form and content. In Simmel’s case
this is most often presented as the problem of extracting the supra- or ahis-
torical essence or nature of social phenomena from their historical concrete
existence. Thus, for example, Simmel maintained that the task of sociology
was to extract from the complex phenomena of social and historical concre-
tions what was ‘really only society, i.e., sociation [Vergesellschaftung]’.'** What
this implies is not merely the abstraction of form out of the historical
dimension but also the presentation of historical knowledge within an
artistic model. Form, like art itself; is to be a ‘perfectly autonomous cosmos’.
In concrete terms, this results in The Philosophy of Money in a problematic
‘which is orientated towards the polarity of ahistorical essential form and
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historically specific appearances’.'*’ The combination of this way of seeing
the task of sociology and the substantive treatment of money in The Philosophy
of Money has important consequences. As Lieber argues, '

If, in The Philosophy of Money, the methodological distinction between an
essential form removed from history and a historically located phenom-
enon is given and offered as the index for the continued validity of philos-
ophy as opposed to any individual social science, if precisely such a grasp
establishes the inalienable justification for philosophy and if, on the other
hand, according to Simmel the same methodical grasp is the basis for the
independent foundation of sociology then it is to be expected that a soci-
ology of this type does not extend beyond the dimension of essential deter-
mination. Thus it remains in this sense an ahistorical social philosophy or
social ontology, it remains what Hans Freyer has quite legitimately charac-
terised it as — the philosophical theory of a binding world of forms of the
spirit.

Such a justification of both philosophy and sociology had already been
established by Simmel and was to be elaborated in his later works.

This same distinctive extraction of timeless form from historical content
that we find in Simmel’s work perhaps accounts for Lukacs’s characteriza-
tion of Simmel as ‘a philosophical Monet’, as ‘the true philosopher of
impressionism’. For, according to Lukacs, Simmel possesses ‘the capacity to
see the smallest and most inessential phenomenon of everyday life so
strongly sub specie philosophiae that it becomes transparent and behind its trans-
parency reveals an eternal constellation [Formzusammenhang] of philosophical
meaning’."*” Simmel’s attempt to reveal ‘the eternal forms in their perfec-
tion’ testifies to the fact that his work is ‘a conceptual formulation of the
impressionist world view’. But this grasping after the eternal forms, however
removed from life it may be, must connect once more with that life in order
that the particular work may be ‘a true work, a self-sufficient world, a micro-
cosm’. Lukdcs perceptively draws out the aestheticism that lies both in the
nature of impressionism and in Simmel’s work which has so many affinities
with that movement in this period. Lukdcs suggests that'*’

Impressionism experiences and evaluates the major, hard and eternal
forms as the violation of life, its wealth and its multi-colouredness, its rich-
ness and its polyphony; it is always a glorifier of life and places every form
in its service. In so doing, however, the nature of form becomes problem-
atic. . .. Every great impressionistic movement is nothing other than the
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protest of life against the forms which solidify too much in it and which
become too weak in this paralysis to be able to incorporate its richness in
forms. However, because they remain contained in this elevation of the
apperception of life they are, in their very nature, transitional phenomena:
the preliminary of a new classical period which makes eternal the richness
of life, that becomes revealed through its sensibility, in new, hard and strict
but all-encompassing forms.

One could perhaps go further than Lukacs and suggest other affinities with
impressionism. The rejection of a historical dimension produced a compo-
sition crisis which in Simmel is reflected in his preference for the essay form
and his rejection of systematic analyses. The fragments of human interaction
are to represent the lost totality. But these fragments, however symptomatic,
are those of sociability, of sociation, increasingly removed from the cares of
everyday life.

A similar view of Simmel’s work was later provided by Karl Mannheim
who had attended his lectures in Berlin in 1912. Much later, in an article
assessing the important features of German sociology, Mannheim argued
that Simmel applied'**

the same method for the description of everyday life that was previously
used to describe pictures or to characterize works of literature. He had an
aptitude for describing the simplest everyday experiences with the same
precision as is characteristic of a contemporary impressionistic painting
which has learned to reflect the previously unobserved shades and values
of the atmosphere. He might well be called the ‘impressionist’ in soci-
ology, because his was not an ability to take a constructive view of the
whole of society but to analyse the significance of minor social forces that
were previously unobserved. When he describes the social significance of
the senses, for instance the human glance or the psychic position of the
poor, or the various forms of sociability, the thousand hidden relationships
which go to make up social life are suddenly revealed.

Here Mannheim not merely confirms the centrality of the aesthetic dimen-
sion in Simmel’s work and his impressionistic approach but he also points
to the absence of ‘a constructive view of the whole of society’.

This is not to suggest that Simmel himself was unaware of this distancing
from the present and from reality. In The Philosophy of Money he consciously
presents the constellation of feelings that constitutes this distancing from reality
and which, in its pathological form, is the extended version of agoraphobia, of

35



36

INTRODUCTION TO THE TRANSLATION

‘hyper-aestheticism’. The forms of life ‘place us at a distance from the substance
of things, they speak to us “as from afar”; reality is not touched with direct
confidence but with fingertips that are immediately withdrawn."** The basic
intention of ‘the subjectivism of modern times’ is therefore ‘to gain a more
intimate and truer relationship to objects by dissociating ourselves from
them and retreating into ourselves, or by consciously accepting the inevitable
distance between ourselves and the objects’.'*® It is thus both the interior
retreat from, and the increased intellectualization of, reality. In this way it has
affinities with a mode of distancing from reality that is specific to a whole
tradition of aestheticism in the nineteenth century. The flight from reification
is one that comes to rest in an inward retreat. In another context, Adorno has
attempted to examine ‘the bourgeois intérieur of the nineteenth century’."’ Its
paradoxicality is only apparent, since, '*®

in order to explain the image of the intérieur historically, a sociology of
inwardness would be necessary. The notion of interieur is only apparently
paradoxical. Inwardness exists as the confinement of human existence in a
private sphere, which should be able to transcend the power of reification.
However, as a private sphere it does itself belong, even though polemi-
cally, to the social structure.

It is clear that, at least in The Philosophy of Money, Simmel is aware of this paradox
as the connection between interiority and society. Indeed, with a remarkable
degree of self-reflection, Simmel not only portrays this pervasive aestheticism
but also indicates the direction in which his own metaphysics ultimately
takes him. The real world later becomes ‘one of many possible worlds’. Its
human dimension is revealed not only in the analyses in The Philosophy of Money
referred to above but also in Musil’s Man without Qualities, for whom ‘the present
is nothing other than a hypothesis from which one has still not extracted
oneself”."”” The world of almost infinite possibilities is the world without
human decisions, or praxis. All this is to suggest that in The Philosophy of Money
and elsewhere ‘Simmel not only consciously concerned himself with art but also
transposed its specific structural qualities onto social phenomena’.'®

This far-reaching aestheticism is an essential element of Simmel’s meth-
odology and of his tragic world view. We find his ability to illuminate aspects
of the social totality through an examination of one moment’s relationship
with many others aesthetically satisfying, but, as Lukdcs points out, ‘this web
of interrelationships must remain a labyrinth and cannot be a system’.'®!
Simmel argues that all the expressions of cultural life stand in innumerable
relationships to each other and that none can be extracted from the context
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in which they are found. This interconnectedness is revealed either through
examining the actual basic interrelationship of the most diverse phenomena
or through demonstrating the analogous structure possessed by different
social phenomena. This web or network of relationships is itself located
within a social process that has been dehistoricized. It is one that excludes
levels of contradiction and therefore moves towards a view of society as a
natural harmonious whole.

In The Philosophy of Money the interconnections of phenomena are removed
from the level of their historical concretion. The ‘false pathos of distance’
transposes the phenomena studied on to a more abstract level. As Lieber
argues, Simmel’s critique is to be understood as a critique of culture rather
than its economic social and political context. Where a historical dimension
is absent, the effects of money and the money economy become the fate of
all culture. Simmel’s analysis of money ‘must be conceived of as extending
beyond its economic concretion as the symbol or index for a much more
fundamental ... process, one of the objectivation of the subjective, the
quantification of the qualitative, the equalisation of what is not equal’.'®’
This much was apparent to some of Simmel’s contemporaries. Frischeisen-
Kohler, for example, argues that he sought ‘to conceive of the money
economy as the expression of intellectualism’,'®® to extend his analysis
beyond the divisions of the ‘work culture’ to the sphere of their transcend-
ence, to the ‘intellectual culture’. Simmel himself saw The Philosophy of Money
as an attempt ‘to derive from the surface level of economic affairs a guide-
line which leads to the ultimate values and things of importance in all that
is human’.'** It is in this context that we may understand Simmel’s view
that capitalism itself is only one historically specific instance of the tragedy
that is inherent in culture — the irreconcilable contradiction between subjec-
tive and objective culture, between the subjective spirit and objective forma-
tions. It is this problematic that lies behind Simmel’s account of reification
rather than the origins of commodity fetishism as in Marx’s analysis.

Simmel himself later defined this tragic consciousness as one in which
‘the destructive forces directed against some being spring forth from the
deepest levels of this very being; or when its destruction has been initiated
in itself, and forms the logical development of the very structure by which
a being has built its own positive form’.'®* In The Philosophy of Money this
tragedy springs from the objectification of the human subject but not, as in
Hegel, as a necessary externalization of the human subject in the process of
self-consciousness. Rather, Simmel presents us with a radicalized subject—
object dualism; a dualism of life and form, of subjective and objective
culture. Lieber argues that Simmel is'*®
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aware of and recognizes the contradictions and also injustices of the society
of his time. . . . Since, however, he does not, or at least does not sufficiently,
subject them to a concrete, historical and social analysis and as a result is
hardly in a position to reveal the tendencies pointing towards their tran-
scendence in society . . ., the concrete history and society congeals into a
purely exemplary instance of an all-encompassing essential tension between
subjectivity and objectivity, and this means, finally, between the individual
and society, a tension which is interpreted as being fundamentally tragic.

The humanistic impulse must then be forced back into an inner subjectivity,
into the intérieur, and society must remain as it is.

This tragic vision is not, however, one that is peculiar to Simmel though
the specific form which it takes is clearly Simmel’s own. Rather, recent
commentators such as Lieber and Lenk have argued that some version of this
tragic vision characterizes the whole of Lebensphilosophie.'®’ Furthermore, Lenk
suggests that it lies at the roots of the sociology of knowledge developed by
Max Scheler and Karl Mannheim in Weimar Germany. We have already seen
the extent to which elements of this vision predominate in Lukdcs’s early
work. It might even be suggested that, when Lucien Goldmann traces back
his own version of the tragic consciousness to the young Lukacs, what he is
in fact doing is developing elements of Simmel’s tragic vision.'*® Thus,
neither the aestheticization of reality nor the tragic vision have disappeared
from some theoretical traditions in the social sciences.

Vi

One need not accept the extravagant claims that have been made in the past
for Simmel’s Philosophy of Money in order to argue that it is an important work
in the development of social theory. Nisbet, for example, engages in
misplaced comparison when he suggests that'®’

only Spengler’s Decline of the West presents us with as detailed and imagi-
native a picture of money and credit as the alembic within which the
Western mind became transposed from preoccupation with metaphysical
and social essence to quantity and variations of quantity.

Similarly, Albert Salomon suggests that Simmel’s study of money'”°

is the sociological pendant to Jacob Burckhardt's Civilization of the
Renaissance in Italy. 1t presents under the sociological aspect the problem-
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atic character of the modern independence and of the modern individu-
alism after the disintegration of the social system of the feudal societies.

In a different vein, Lawrence makes even more dubious claims for Simmel’s
Philosophy of Money when he states that it'"!

anticipated many of the ideas later developed by thinkers such as Ivan
Illich, Alvin Gouldner and Charles Reich. All the ideas of admass, means—
ends disjunction, anomie, personal inauthenticity, ambiguous freedom
and technological determinism are to be found here.

In all these cases, the judgment of Simmel’s work is based upon an abstract
comparison, one that extracts Simmel’s study from a specific concrete
historical context and then goes on to suggest connections that often cannot
be substantiated. In short, such comparisons suffer from the same failing as
Simmel’s own abstract excessive use of argument by analogy.

This is in no way intended to suggest that one cannot make significant
claims for the importance of Simmel’s Philosophy of Money both in its own
right and in terms of the extent to which it extends our understanding of a
distinctive but widespread response to certain problems faced by German
society at the turn of the century. Further, it has been possible to trace the
specific relationship between Simmel’s work and that of other central figures
in European social theory and philosophy.

We have already seen that most of Simmel’s contemporary reviewers,
even where they were not entirely in agreement with his approach or
conclusions, were impressed with The Philosophy of Money as a major contribu-
tion to sociology and philosophy. In terms of the direct significance of this
work for contemporaries and later writers it has been shown that, with the
exception of Weber (and much more work is necessary on his connections
with Simmel), Lukdcs and a few other writers largely in Weimar Germany,
the work has not received the attention which it deserves. It stands with
Tonnies’s Gemeinschaft und Gesellschaft and some of Ténnies’s other contempo-
rary writings as an attempt to conceptualize the transition to a capitalist
society and its attendant effects upon human relationships. Within the
context of this transition to capitalism, Salomon quite rightly suggests that
‘Simmel’s work remains highly relevant for the critical re-examination of
Max Weber’s thesis on inner worldly asceticism and on the Puritan spirit.
Simmel has made suggestions which point to a quite different solution.’'”*

At a different level, it has also been argued that The Philosophy of Money repre-
sents an important rediscovery or anticipation of many of the ideas contained
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in Marx’s early writings, especially with regard to alienation. Certainly there
do exist many surprising affinities but they should not obscure the signifi-
cantly different context within which they are presented, namely, within the
framework of an aesthetic and cultural critique of the money economy that
is far removed from Marx’s own intentions. On the other hand, the develop-
ment of the concept of reification, first systematically developed by Lukacs
in History and Class Consciousness, can be understood only in the light of Lukacs’s
attempt to grasp the diverse insights of Hegel, Marx and, as has been argued,
Simmel.

However, quite apart from these and other diverse strands and connections
which specifically link Simmel’s work to his contemporaries, it is the case
that the publication of his Philosophy of Money should seriously challenge many
accepted assumptions about and interpretations of his work as a whole. It is
not merely that Simmel here presents a more comprehensive discussion of
such issues as social exchange, the effects of the division of labour, reification
and the consequences of metropolitan life than is found in many of his other
writings, but also that these discussions exist within a much wider and more
far-reaching context, which enables us to grasp more readily his philosoph-
ical and social world view. Furthermore, The Philosophy of Money contains an
examination of many areas of social life, such as the account of social action
in terms of an ends—means teleology, that are hardly dealt with elsewhere in
his work. All this should lead to a reassessment of Simmel’s work as a whole
and, necessarily, that of many of his contemporaries and successors.

NOTES

1 G. Schmoller, ‘Simmels Philosophie des Geldes’, Jahrbuch fiir Gesetzgebung, Verwaltung und
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2 G.Simmel, “Zur Psychologie des Geldes’, Jahrbuch fiir Gesetzgebung, Verwaltung undVolkswirtschaft,
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PREFACE

Every area of research has two boundaries marking the point at which
the process of reflection ceases to be exact and takes on a philosophical
character. The pre-conditions for cognition in general, like the axioms of
every specific domain, cannot be presented and tested within the latter
domain, but rather they call for a science of a more fundamental nature.
The goal of this science, which is located in infinity, is to think without
pre-conditions — a goal which the individual sciences deny themselves since
they do not take any step without proof, that is, without pre-conditions of a
substantive and methodological nature. Philosophy, too, cannot completely
transcend such pre-conditions with regard to its own activity when it
presents and tests them. But in this case, it is always the last point of cogni-
tion at which an authoritative decision and the appeal to the unprovable
arises within us, and yet in view of the advances made in terms of what can
be proved this point is never definitively fixed. If the start of the philosoph-
ical domain marks, as it were, the lower boundary of the exact domain, then
its upper boundary lies at the point where the ever-fragmentary contents of
positive knowledge seek to be augmented by definitive concepts into a world
picture and to be related to the totality of life. If the history of the sciences
really does reveal that the philosophical mode of cognition is the primitive
mode, is a mere estimate of the phenomena in general concepts, then this
provisional procedure is nevertheless indispensable when confronted with
certain questions, namely those questions — especially those related to valu-
ations and the most general relations of intellectual life — that we have so far
been unable either to answer or to dismiss. Moreover, even the empirical in
its perfected state might no more replace philosophy as an interpretation, a
colouring and an individually selective emphasis of what is real than would
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the perfection of the mechanical reproduction of phenomena make the
visual arts superfluous.

Out of this general appraisal of philosophy’s position there emerge the rights
that it possesses with regard to individual objects. If there is to be a philosophy
of money, then it can only lie on either side of the economic science of money.
On the one hand, it can present the pre-conditions that, situated in mental
states, in social relations and in the logical structure of reality and values, give
money its meaning and its practical position. This is not the question of the
origin of money, for such a question belongs to history and not to philosophy.
Moreover, no matter how much we appreciate the gain in the understanding
of a phenomenon that is derived from a study of its historical development, its
substantive meaning and importance often rest upon connections of a concep-
tual, psychological or ethical nature that are not temporal but rather are purely
material. Such connections have, of course, been realized by historical forces,
but are not exhausted by the fortuitousness of the latter. The significance, the
dignity and the substance of justice, religion or knowledge lie completely
beyond the question concerning the manner in which they were historically
realized. The first part of this book, therefore, relates money to the conditions
that determine its essence and the meaning of its existence.

The historical phenomenon of money, the idea and structure of which I
shall attempt to develop out of feelings of value, out of praxis in relation to
things and the reciprocal relationships between people as its presupposition,
is studied in the second part of the book in its effects upon the inner world
— upon the vitality of individuals, upon the linking of their fates, upon
culture in general. Here, then, it is a question, on the one hand, of connec-
tions that are basically open to exact and detailed investigation but that,
given the present state of knowledge, are not studied. They can only be dealt
with in a philosophical manner, namely by a general estimation, by repre-
senting individual occurrences through connections between abstract
concepts. On the other hand, it is a question of mental causes that will always
be a matter of hypothetical interpretation and artistic reconstruction which
can never be completely free from individual colouring. This combination of
the money principle with the developments and valuations of inner life
stands just as far behind the economic science of money as the problem area
of the first part of the book stood before it. The one part seeks to make the
essence of money intelligible from the conditions and connections of life in
general; conversely, the other part seeks to make the essence and organiza-
tion of the latter intelligible from the effectiveness of money.

Not a single line of these investigations is meant to be a statement about
economics. That is to say, the phenomena of valuation and purchase, of
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exchange and the means of exchange, of the forms of production and the
values of possession, which economics views from one standpoint, are here
viewed from another. It is merely the fact that the aspect of these phenomena
closest to economics is the most interesting in practical terms, is the most
thoroughly investigated and can be represented in the most exact manner
which has given rise to the apparent justification for regarding them simply
as ‘economic facts’. But just as the appearance of a founder of a religion is
by no means simply a religious phenomenon, and can also be studied by
using the categories of psychology, perhaps even of pathology, general
history and sociology; or just as a poem is not simply a fact of literary
history, but also an aesthetic, a philological and a biographical fact; or just
as the very standpoint of a single science, which is also based on the divi-
sion of labour, never exhausts the totality of reality — so the fact that two
people exchange their products is by no means simply an economic fact.
Such a fact — that is, one whose content would be exhausted in the image
that economics presents of it — does not exist. Moreover, and just as legiti-
mately, such an exchange can be treated as a psychological fact, or as one
that derives from the history of morals or even as an aesthetic fact. Even
when it is considered to be an economic fact, it does not reach the end of a
cul-de-sac; rather, in this guise it becomes the object of philosophical study,
which examines its pre-conditions in non-economic concepts and facts and
its consequences for non-economic values and relationships.

In this problem-complex, money is simply a means, a material or an
example for the presentation of relations that exist between the most super-
ficial, ‘realistic’ and fortuitous phenomena and the most idealized powers of
existence, the most profound currents of individual life and history. The
significance and purpose of the whole undertaking is simply to derive from
the surface level of economic affairs a guideline that leads to the ultimate
values and things of importance in all that is human. The abstract philo-
sophical construction of a system maintains such a distance from the indi-
vidual phenomena, especially from practical existence, that actually, at first
sight, it only postulates their salvation from isolation and lack of spirituality,
even from repulsiveness. Here the achievement of such salvation will be
exemplified in only a single instance, but in one which, like money, not merely
reveals the indifference of purely economic techniques but rather is, as it
were, indifference itself, in that its entire significance does not lie in itself
but rather in its transformation into other values. But since the opposition
between what is apparently most superficial and insubstantial and the inner
substance of life reaches a peak here, there must be the most effective recon-
ciliation if this particular fact not only permeates, actively and passively, the
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entire range of the intellectual world but also manifests itself as the symbol
of the essential forms of movement within this world. The unity of these
investigations does not lie, therefore, in an assertion about a particular
content of knowledge and its gradually accumulating proofs but rather in
the possibility — which must be demonstrated — of finding in each of life’s
details the totality of its meaning. The great advantage of art over philosophy
is that it sets itself a single, narrowly defined problem every time: a person,
a landscape, a mood. Every extension of one of these to the general, every
addition of bold touches of feeling for the world is made to appear as an
enrichment, a gift, an undeserved benefit. On the other hand, philosophy,
whose problem is nothing less than the totality of being, tends to reduce the
magnitude of the latter when compared with itself and offers less than it
seems obliged to offer. Here, conversely, the attempt is made to regard the
problem as restricted and small in order to do justice to it by extending it to
the totality and the highest level of generality.

Methodologically, this basic intention can be expressed in the following
manner. The attempt is made to construct a new storey beneath historical
materialism such that the explanatory value of the incorporation of economic
life into the causes of intellectual culture is preserved, while these economic
forms themselves are recognized as the result of more profound valuations
and currents of psychological or even metaphysical pre-conditions. For the
practice of cognition this must develop in infinite reciprocity. Every interpre-
tation of an ideal structure by means of an economic structure must lead to
the demand that the latter in turn be understood from more ideal depths,
while for these depths themselves the general economic base has to be sought,
and so on indefinitely. In such an alternation and entanglement of the concep-
tually opposed principles of cognition, the unity of things, which seems
intangible to our cognition but none the less establishes its coherence,
becomes practical and vital for us.

The intentions and methods referred to here could not lay claim to any
justification in principle if they were not able to serve a substantive diversity
of basic philosophical convictions. It is possible to relate the details and
superficialities of life to its most profound and essential movements, and
their interpretation in accordance with the total meaning of life can be
performed on the basis of idealism just as much as of realism, of a rational
as much as a volitional or an absolutist as much as a relativistic interpretation
of being The fact that the following investigations are founded on one of
these world pictures, which I consider to be the most appropriate expression
of the contemporary contents of science and emotional currents and
decisively exclude the opposing world picture, might secure for them at
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worst the role of a mere typical example which, even if it is factually incor-
rect, reveals its methodological significance as the form of future truths.

At no point do the amendments to the second impression affect the essen-
tial motifs. However, through new examples and discussions and, above all,
through an extension of the foundations, I have attempted to increase the
likelihood of these motifs being intelligible and acceptable.
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VALUE AND MONEY

Reality and value as mutually independent categories through which
our conceptions become images of the world

The order in which things are placed as natural entities is based on the
proposition that the whole variety of their qualities rests upon a uniform
law of existence. Their equality before the law of nature, the constant sum of
matter and energy, the convertibility of the most diverse phenomena into
one another, transform the differences that are apparent at first sight into a
general affinity, a universal equality. Yet on a closer view this means only that
the products of the natural order are beyond any question of a law. Their
absolute determinateness does not allow any emphasis that might provide
confirmation or doubt of their particular quality of being. But we are not
satisfied with this indifferent necessity that natural science assigns to objects.
Instead, disregarding their place in that series we arrange them in another
order — an order of value — in which equality is completely eliminated, in
which the highest level of one point is adjacent to the lowest level of another;
in this series the fundamental quality is not uniformity but difference. The
value of objects, thoughts and events can never be inferred from their mere
natural existence and content, and their ranking according to value diverges
widely from their natural ordering. Nature, on many occasions, destroys
objects that, in terms of their value, might claim to be preserved, and keeps
in existence worthless objects which occupy the place of the more valuable
ones. This is not to say that there is a fundamental opposition between the
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two series, or that they are mutually exclusive. Such a view would imply a
relation between the two series; it would establish, indeed, a diabolical
world, determined by values, but with the signs reversed. The case is, rather,
that the relation between these series is completely accidental. With the
same indifference, nature at one time offers us objects that we value highly,
at another time withholds them. The occasional harmony between the
series, the realization through the reality series of demands derived from
the value series, shows the absence of any logical relationship between them
just as strikingly as does the opposite case. We may be aware of the same life
experience as both real and valuable, but the experience has quite a different
meaning in the two cases. The series of natural phenomena could be
described in their entirety without mentioning the value of things; and our
scale of valuation remains meaningful, whether or not any of its objects
appear frequently or at all in reality. Value is an addition to the completely
determined objective being, like light and shade, which are not inherent in
it but come from a different source. However, we should avoid one misin-
terpretation; namely, that the formation of value concepts, as a psycholog-
ical fact, is quite distinct from the natural process. A superhuman mind,
which could understand by means of natural laws everything that happens
in the world, would also comprehend the fact that people have concepts of
values. But these would have no meaning or validity for a being that
conceived them purely theoretically, beyond their psychological existence.
The meaning of value concepts is denied to nature as a mechanical causal
system, while at the same time the psychic experiences that make values a
part of our consciousness themselves belong to the natural world. Valuation
as a real psychological occurrence is part of the natural world; but what we
mean by valuation, its conceptual meaning, is something independent of
this world; is not part of it, but is rather the whole world viewed from a
particular vantage point. We are rarely aware of the fact that our whole life,
from the point of view of consciousness, consists in experiencing and
judging values, and that it acquires meaning and significance only from the
fact that the mechanically unfolding elements of reality possess an infinite
variety of values beyond their objective substance. At any moment when
our mind is not simply a passive mirror or reality — which perhaps never
happens, since even objective perception can arise only from valuation —
we live in a world of values which arranges the contents of reality in an
autonomous order.

Thus, value is in a sense the counterpart to being, and is comparable to
being as a comprehensive form and category of the world view. As Kant
pointed out, being is not a quality of objects; for if I state that an object,
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which so far existed only in my thoughts, exists, it does not acquire a new
quality, because otherwise it would not be the same object that I thought of,
but another one. In the same way, an object does not gain a new quality if I
call it valuable; it is valued because of the qualities that it has. It is precisely
its whole already determined being that is raised to the sphere of value. This
is supported by a thorough analysis of our thinking. We are able to conceive
the contents of our world view without regard for their real existence or
non-existence. We can conceive the aggregates of qualities that we call
objects, including all the laws of their interrelation and development, in
their objective and logical significance, and we can ask — quite independ-
ently of this — whether, where and how often all these concepts or inner
notions are realized. The conceptual meaning and determinateness of the
objects is not affected by the question as to whether they do exist, nor by
the question whether and where they are placed in the scale of values.
However, if we want to establish either a theory or a practical rule, we
cannot escape the necessity to answer these two questions. We must be able
to say of each object that it exists or does not exist, and each object must
have a definite place for us in the scale of values, from the highest through
indifference to negative values. Indifference is a rejection of positive value;
the possibility of interest remains inactive but is always in the background.The
significance of this requirement, which determines the constitution of our
world view, is not altered by the fact that our powers of comprehension are
often insufficient to decide upon the reality of concepts, or by the fact that
the range and certainty of our feelings are often inadequate to rank things
according to their value, especially in any permanently and universal fashion.
Over against the world of mere concepts, of objective qualities and determi-
nations, stand the great categories of being and value, inclusive forms that
take their material from the world of pure contents. Both categories have the
quality of being fundamental, that is irreducible to each other or to other
simpler elements. Consequently, the being of objects can never be inferred
logically; being is rather a primary form of our perception, which can be
sensed, experienced and believed, but cannot be deduced for somebody
who does not yet know it. When this form of perception has once grasped
a specific content — by a non-logical act — it can then be interpreted in its
logical context and developed as far as this logical context reaches. As a rule,
we are able to state why we assume the reality of a particular phenomenon;
namely, because we have already assumed another phenomenon with which
this one is connected by its specific characteristics. The reality of the first
one, however, can be shown only by tracing it in similar fashion to a more
fundamental one. This regression requires a final member whose existence
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depends only upon a sense of conviction, affirmation and acceptance,
a sense that is directly given. Valuation has exactly the same relation to
objects. All proofs of the value of an object are nothing more than the neces-
sity of recognizing for that object the same value as has been assumed, and
for the time being accepted, as indubitable for another object. We will later
analyse the motives of this action. Here it will suffice to say that what we
consider a proof of value is only the transference of an existing value to a
new object. It does not reveal the essence of value, or the reason why value
was originally attached to the object from which it is transferred to others.

If we accept the existence of a value, then the process of its realization, its
evolution, can be comprehended rationally, because in general it follows the
structure of the contents of reality. That there is a value at all, however, is a
primary phenomenon. Value inferences only make known the conditions
under which values are realized, yet without being produced by these condi-
tions, just as theoretical proofs only prepare the conditions that favour the
sense of affirmation or of existence. The question as to what value really is,
like the question as to what being is, is unanswerable. And precisely because
they have the same formal relation to objects, they are as alien to each other
as are thought and extension for Spinoza. Since both express the same abso-
lute substance, each in its own way and perfect in itself, the one can never
encroach upon the other. They never impinge upon each other because they
question the concepts of objects from completely different points of view.
But this disjunctive parallelism of reality and value does not divide the world
into a sterile duality, which the mind with its need for unity could never
accept — even though its destiny and the method of its quest may be to move
incessantly from diversity to unity and from unity to diversity. What is
common to value and reality stands above them: namely the contents, which
Plato called ‘ideas’, the qualitative, that which can be signified and expressed
in our concepts of reality and value, and which can enter into either one
or the other series. Below these two categories lies what is common to both:
the soul, which absorbs the one or produces the other in its mysterious
unity. Reality and value are, as it were, two different languages by which the
logically related contents of the world, valid in their ideal unity, are made
comprehensible to the unitary soul, or the languages in which the soul can
express the pure image of these contents which lies beyond their differentia-
tion and opposition. These two compilations made by the soul, through
perceiving and through valuing, may perhaps once more be brought together
in a metaphysical unity, for which there is no linguistic term unless it be in
religious symbols. There is perhaps a cosmic ground where the heterogeneity
and divergencies that we experience between reality and value no longer
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exist, where both series are revealed as one; this unity either being unaffected
by the two categories, and standing beyond them in majestic indifference, or
signifying a harmonious interweaving of both, which is shattered and
distorted into fragments and contrasts only by our way of regarding it, as if
we had an imperfect visual faculty.

The psychological fact of objective value

The characteristic feature of value, as it appears in contrast to reality, is usually
called its subjectivity. Since one and the same object can have the highest
degree of value for one soul and the lowest for another, and vice versa, and
since on the other hand the most extensive and extreme differences between
objects are compatible with equality of value, there appears to remain only
the subject with his customary or exceptional, permanent or changing,
moods and responses as the ground for valuation. This subjectivity, needless
to say, has nothing to do with the subjectivity that refers to ‘my perception’
of the totality of the world. For the subjectivity of value contrasts value with
the given objects, regardless of the way they are conceived. In other words,
the subject who comprehends all objects is different from the subject who is
confronted with the objects; the subjectivity that value shares with all other
objects does not play any role here. Nor is his subjectivity merely caprice;
independence from reality does not mean that value can be bestowed here
and there with unrestrained and capricious freedom. Value exists in our
consciousness as a fact that can no more be altered than can reality itself. The
subjectivity of value, therefore, is first of all only negative, in the sense that
value is not attached to objects in the same way as is colour or temperature.
The latter, although determined by our senses, are accompanied by a feeling
of their direct dependence upon the object; but in the case of value we soon
learn to disregard this feeling because the two series constituted by reality
and by value are quite independent of each other. The only cases more inter-
esting than this general characterization are those in which psychological
facts appear to lead to an opposite view.

In whatever empirical or transcendental sense the difference between
objects and subjects is conceived, value is never a ‘quality’ of the objects, but
ajudgment upon them which remains inherent in the subject. And yet, neither
the deeper meaning and content of the concept of value, nor its significance
for the mental life of the individual, nor the practical social events and arrange-
ments based upon it, can be sufficiently understood by referring value to the
‘subject’. The way to a comprehension of value lies in a region in which that
subjectivity is only provisional and actually not very essential.
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The distinction between subject and object is not as radical as the accepted
separation of these categories in practical life and in the scientific world would
have us believe. Mental life begins with an undifferentiated state in which the
Ego and its objects are not yet distinguished; consciousness is filled with
impressions and perceptions while the bearer of these contents has still not
detached himself from them. It is as a result of a second-stage awareness, a
later analysis, that a subject in particular real conditions comes to be distin-
guished from the content of his consciousness in those conditions. This
development obviously leads to a situation where a man speaks of himself as
‘T’ and recognizes the existence of other objects external to this ‘T’ Metaphysics
sometimes claims that the transcendent essence of being is completely unified,
beyond the opposition of subject—object, and this has a psychological coun-
terpart in the simple, primitive condition of being possessed by the content of
a perception, like a child who does not yet speak of himself as T, or as
may perhaps be observed in a rudimentary form at all stages of life. This unity
from which the categories of subject and object develop in relation to each
other —in a process to be examined later — appears to us as a subjective unity
because we approach it with the concept of objectivity developed later; and
because we do not have a proper term for such unities, but name them usually
after one of the partial elements that appear in the subsequent analysis. Thus,
it has been asserted that all actions are essentially egoistic, whereas egoism has
a meaning only within a system of action and by contrast with its correlate,
altruism. Similarly, pantheism has described the universality of being as God,
although a positive concept of God depends on its contrast with everything
empirical. This evolutionary relation between subject and object is repeated
finally on a large scale: the intellectual world of classical antiquity differs from
that of modern times chiefly in the fact that only the latter has, on the one
hand, developed a comprehensive and clear concept of the Ego, as shown by
the significance of the problem of liberty which was unknown in ancient
times; and on the other, expressed the independence and force of the concept
of the object through the idea of unalterable laws of nature. Antiquity was
much closer than were later periods to the stage of indifference in which the
contents of the world were conceived as such, without being apportioned
between subject and object.

Objectivity in practice as standardization or as a guarantee for the
totality of subjective values

This development which separates subject and object appears to be sustained
on both sides by the same theme, but operating at different levels. Thus, the
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awareness of being a subject is already an objectification. This is a basic feature
of the mind in its form as personality. The fundamental activity of our mind,
which determines its form as a whole, is that we can observe, know and judge
ourselves just like any other ‘object’; that we dissect the Ego, experienced as a
unity, into a perceiving subject and a perceived object, without its losing its
unity, but on the contrary with its becoming aware of its unity through this
inner antagonism. The mutual dependence of subject and object is here drawn
together in a single point; it has affected the subject itself, which otherwise
stands confronting the world as object. Thus man has realized the basic form
of his relation to the world, of his acceptance of the world, as soon as he
becomes aware of himself and calls himself ‘T". But before that happens there
exists — in respect of meaning as well as of mental growth — a simple percep-
tion of content which does not distinguish between subject and object and is
not yet divided between them. Regarded from the other side, this content
itself, as a logical and conceptual entity, likewise lies beyond the distinction
between subjective and objective reality. We can think of any object simply in
terms of its qualities and their interconnection without asking whether or not
this ideal complex of qualities has an objective existence. To be sure, so far as
such a pure objective content is thought, it becomes a conception and to that
extent a subjective structure. But the subjective is here only the dynamic act of
conception, the function that apprehends the content; in itself this content is
thought of as being independent of the act of conceiving. Our mind has a
remarkable ability to think of contents as being independent of the act of
thinking; this is one of its primary qualities, which cannot be reduced any
further. The contents have their conceptual or objective qualities and relation-
ships which can be apprehended but which are not thereby completely
absorbed; they exist whether or not they are part of my representation and
whether or not they are part of objective reality. The content of a representa-
tion does not coincide with the representation of contents. The simple undif-
ferentiated conception that consists only in becoming aware of a content
cannot be characterized as subjective, because it does not yet know the contrast
between subject and object. Similarly, the pure content of objects or concep-
tions is not objective, but escapes equally this differential form and its
opposite, while being ready to present itself in one or the other. Subject and
object are born in the same act: logically, by presenting the conceptual ideal
content first as a content of representation, and then as a content of objective
reality; psychologically, when the still ego-less representation, in which
person and object are undifferentiated, becomes divided and gives rise to a
distance between the self and its object, through which each of them becomes
a separate entity.
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Economic value as the objectification of subjective values

This process, which finally produces our intellectual world view, also occurs
in the sphere of our volitional practical activity. Here also the distinction
between the desiring, consuming, valuing subject and the valued object does
not comprehend all aspects of mental life, nor all the objective circumstances
of practical activity. Human enjoyment of an object is a completely undi-
vided act. At such moments we have an experience that does not include an
awareness of an object confronting us or an awareness of the self as distinct
from its present condition. Phenomena of the basest and the highest kind
meet here. The crude impulse, particularly an impulse of an impersonal,
general nature, wants to release itself towards an object and to be satisfied, no
matter how; consciousness is exclusively concerned with satisfaction and
pays no attention to its bearer on one side or its object on the other. On the
other hand, intense aesthetic enjoyment displays the same form. Here too
‘we forget ourselves’, but at the same time we no longer experience the work
of art as something with which we are confronted, because our mind is
completely submerged in it, has absorbed it by surrendering to it. In this
case, as in the other, our psychological condition is not yet, or is no longer,
affected by the contrast between subject and object. Only a new process of
awareness releases those categories from their undisturbed unity; and only
then is the pure enjoyment of the content seen as being on the one hand a
state of the subject confronting an object, and on the other the effect produced
by an object that is independent of the subject. This tension, which disrupts
the naive-practical unity of subject and object and makes us conscious of
each in relation to the other, is brought about originally through the mere
fact of desire. In desiring what we do not yet own or enjoy, we place the
content of our desire outside ourselves. In empirical life, I admit, the finished
object stands before us and is only then desired — if only because, in addition
to our will, many other theoretical and emotional events contribute to the
objectification of mental contents. Within the practical world, however, in
relation to its inner order and intelligibility, the origin of the object itself, and
its being desired by the subject, are correlative terms — the two aspects of this
process of differentiation which splits the immediate unity of the process
of enjoyment. It has been asserted that our conception of objective reality
originates in the resistance that objects present to us, especially through our
sense of touch. We can apply this at once to the practical problem. We desire
objects only if they are not immediately given to us for our use and enjoy-
ment; that is, to the extent that they resist our desire. The content of our
desire becomes an object as soon as it is opposed to us, not only in the sense
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of being impervious to us, but also in terms of its distance as something
not-yet-enjoyed, the subjective aspect of this condition being desire. As Kant
has said: the possibility of experience is the possibility of the objects of
experience — because to have experiences means that our consciousness
creates objects from sense impressions. In the same way, the possibility of
desire is the possibility of the objects of desire. The object thus formed,
which is characterized by its separation from the subject, who at the same
time establishes it and seeks to overcome it by his desire, is for us a value. The
moment of enjoyment itself, when the opposition between subject and
object is effaced, consumes the value. Value is only reinstated as contrast, as
an object separated from the subject. Such trivial experiences as that we
appreciate the value of our possessions only after we have lost them, that the
mere withholding of a desired object often endows it with a value quite
disproportionate to any possible enjoyment that it could yield, that the
remoteness, either literal or figurative, of the objects of our enjoyment shows
them in a transfigured light and with heightened attractions — all these are
derivatives, modifications and hybrids of the basic fact that value does not
originate from the unbroken unity of the moment of enjoyment, but from
the separation between the subject and the content of enjoyment as an object
that stands opposed to the subject as something desired and only to be
attained by the conquest of distance, obstacles and difficulties. To reiterate the
earlier analogy: in the final analysis perhaps, reality does not press upon our
consciousness through the resistance that phenomena exert, but we register
those representations which have feelings of resistance and inhibition associ-
ated with them, as being objectively real, independent and external to us.
Objects are not difficult to acquire because they are valuable, but we call
those objects valuable that resist our desire to possess them. Since the desire
encounters resistance and frustration, the objects gain a significance that
would never have been attributed to them by an unchecked will.

Value, which appears at the same time and in the same process of differ-
entiation as the desiring Ego and as its correlate, is subordinate to yet
another category. It is the same category as applies to the object that is
conceived in theoretical representations. We concluded, in that case, that the
contents that are realized in the objective world and also exist in us as
subjective representations have, in addition, a peculiar ideal dignity. The
concepts of the triangle or of the organism, causality or the law of gravita-
tion have a logical sense, an inner structural validity which indeed deter-
mines their realization in space and in consciousness; but even if they were
never realized, they would still belong to the ultimate unanalysable category
of the valid and significant, and would differ entirely from fantastic and
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contradictory conceptual notions to which they might be akin in their refer-
ence to physical and mental non-reality. The value that is attributed to the
objects of subjective desire is analogous to this, with the qualifications
required by its different sphere. Just as we represent certain statements as
true while recognizing that their truth is independent of our representation,
so we sense that objects, people and events are not only appreciated as valu-
able by us, but would still be valuable if no one appreciated them.The most
striking example is the value that we assign to people’s dispositions or char-
acters, as being moral, dignified, strong or beautiful. Whether or not such
inner qualities ever show themselves in deeds that make possible or demand
recognition, and whether their bearer himself reflects upon them with a
sense of his own value, appears to us irrelevant to their real value; still more,
this unconcern for recognition endows these values with their characteristic
colouring. Furthermore, intellectual energy and the fact that it brings the
most secret forces and arrangements of nature into the light of conscious-
ness; the power and the rhythm of emotions that, in the limited sphere of
the individual soul, are yet much more significant than the external world,
even if the pessimistic view of the predominance of suffering in the world
is true; the fact that, regardless of man, nature moves according to reliable
fixed norms, that the manifold natural forms are not incompatible with a
more profound unity of the whole, that nature’s mechanism can be inter-
preted through ideas and also produces beauty and grace — all this leads
us to conceive that the world is valuable no matter whether these values
are experienced consciously or not. This extends all the way down to the
economic value that we assign to any object of exchange, even though
nobody is willing to pay the price, and even though the object is not in
demand at all and remains unsaleable. Here too a basic capacity of the mind
becomes apparent: that of separating itself from the ideas that it conceives
and representing these ideas as if they were independent of its own repre-
sentation. It is true that every value that we experience is a sentiment; but
what we mean by this sentiment is a significant content which is realized
psychologically through the sentiment yet is neither identical with it nor
exhausted by it. Obviously this category lies beyond the controversy about
the subjectivity or objectivity of value, because it denies the relation to a
subject that is indispensable for the existence of an ‘object’. It is rather a
third term, an ideal concept which enters into the duality but is not
exhausted by it. In conformity with the practical sphere to which it belongs,
it has a particular form of relationship to the subject which does not exist
for the merely abstract content of our theoretical concepts. This form may be
described as a claim or demand. The value that attaches to any object, person,
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relationship or happening demands recognition. This demand exists, as an
event, only within ourselves as subjects; but in accepting it we sense that
we are not merely satisfying a claim imposed by ourselves upon ourselves,
or merely acknowledging a quality of the object. The ability of a tangible
symbol to awaken in us religious feelings; the moral challenge to revolu-
tionize particular conditions of life or to leave them alone, to develop or
retard them; the feeling of obligation not to remain indifferent to great
events, but to respond to them; the right of what is perceived to be inter-
preted in an aesthetic context — all of these are claims that are experienced
or realized exclusively within the Ego and have no counterpart or objective
point of departure in the objects themselves, but which, as claims, cannot
be traced either to the Ego or to the objects to which they refer. Regarded
from a naturalistic point of view such a claim may appear subjective, while
from the subject’s point of view it appears to be objective; in fact, it is a
third category, which cannot be derived from either subject or object, but
which stands, so to speak, between us and the objects. I have observed that
the value of things belongs among those mental contents that, while we
conceive them, we experience at the same time as something independent
within our representation, and as detached from the function by which it
exists in us. This representation, when its content is a value, appears upon
closer scrutiny as a sense that a claim is being made. The ‘function’ is a
demand which does not exist as such outside ourselves, but which origi-
nates in an ideal realm which does not lie within us. It is not a particular
quality of the objects of valuation, but consists rather in the significance
that the objects have for us as subjects through their position in the order
of that ideal realm. This value, which we conceive as being independent
of its recognition, is a metaphysical category, and as such it stands as far
beyond the dualism of subject and object as immediate enjoyment stands
below it. The latter is a concrete unity to which the differentiating categories
have not yet been applied; the former is an abstract or ideal unity, in whose
self-subsistent meaning the dualism has again disappeared, just as the
contrast between the empirical Ego and the empirical Non-Ego disappears
in the all-comprehending system of consciousness that Fichte calls the Ego.
At the moment of complete fusion of the function and its content, enjoy-
ment cannot be called subjective, because there is no counterposed object
that would justify the concept of a subject. Likewise, this independent,
self-justifying value is not objective simply because it is conceived as inde-
pendent by the subject who conceives it; although it becomes manifest
within the subject as a claim for recognition, it will not forfeit anything of
its reality if this claim is not fulfilled.
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This metaphysical sublimation of value does not play any role in the valu-
ations of daily life, which are concerned only with values in the conscious-
ness of the subject and with the objectivity that emerges as a counterposed
object in this psychological process of valuation. I showed earlier that this
process of the formation of values develops with the increase in distance
between the consumer and the cause of his enjoyment. The differences in
valuation which have to be distinguished as subjective and objective, origi-
nate from such variations in distance, measured not in terms of enjoyment,
in which the distance disappears, but in terms of desire, which is engen-
dered by the distance and seeks to overcome it. At least in the case of those
objects whose valuation forms the basis of the economy, value is the corre-
late of demand. Just as the world of being is my representation, so the world
of value is my demand. However, in spite of the logical-physical necessity
that every demand expects to be satisfied by an object, the psychological
structure of demand is such that in most cases it is focused upon the satis-
faction itself, and the object becomes a matter of indifference so long as it
satisfies the need. When a man is satisfied with any woman whatsoever,
without exercising an individual choice, when he eats anything at all that he
can chew and digest, when he sleeps at any resting place, when his cultural
needs can be satisfied by the simplest materials offered by nature, then his
practical consciousness is completely subjective, he is inspired exclusively
by the agitations and satisfactions of his own subjective condition and his
interest in objects is limited to their being the causes of these effects. This
fact is observed in the naive need for projection by primitive man, who
directs his life towards the outside world and takes his inner life for granted.
But the conscious wish cannot always be taken as a sufficient index of the
really effective valuation. Often enough it is some expediency in the direc-
tion of our practical activities that leads us to regard an object as valuable,
and it is not in fact the significance of the object but the possible subjective
satisfaction that excites us. From this condition — which is not always tempo-
rally prior but is, so to speak, the simplest and most fundamental and thus
in a systematic sense prior — consciousness is led to the object along two
roads which finally merge. When an identical need rejects a number of
possible satisfactions, perhaps all but one, and when, therefore, it is not
satisfaction as such but satisfaction by a specific object that is desired, there
begins a fundamental reorientation from the subject to the object. It may be
said that this is still only a question of the subjective satisfaction of need, but
that in this second case the need is differentiated to such an extent that only
a specific object can satisfy it. In this case also the object is only the cause of
sensation and is not valued in itself. Such an objection would indeed nullify
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the difference, if it were the case that the differentiation of the impulse
directed it exclusively upon a single satisfying object and ruled out the
possibility of satisfaction through any other object. However, this is a very
rare and exceptional case. The broader basis from which even the most
highly differentiated impulses evolve, and the original diffuseness of need
which includes only a drive but not yet a definite single goal, remain as a
substratum upon which a consciousness of the individual character of more
specific desires for satisfaction develops. The circle of objects that can satisfy
the subject’s needs is diminished as he becomes more refined, and the
objects desired are set in a sharper contrast with all the others that might
satisfy the need but are no longer acceptable. It is well known from psycho-
logical investigations that this difference between objects is largely respons-
ible for directing consciousness towards them and endowing them with
particular significance. At this stage the need seems to be determined by the
object; feeling is guided increasingly by its terminus ad quem instead of its
terminus a quo, in the measure that impulse no longer rushes upon every
possible satisfaction. Consequently, the place that the object occupies in our
consciousness becomes larger. There is also another reason for this. So
long as man is dominated by his impulses the world appears to him as an
undifferentiated substance. Since it represents for him only an irrelevant
means for the satisfaction of his drives — and this effect may arise from all
kinds of causes — he has no interest in the nature of the objects themselves.
It is the fact that we need a particular single object that makes us acutely
aware that we need an object at all. But such awareness is, so to speak, more
theoretical — and it diminishes the blind energy of the impulse which is
directed only to its own extinction.

Since the differentiation of need goes hand in hand with the reduction
of its elemental power, consciousness becomes more able to accommodate
the object. Or regarded from the other aspect: because consciousness is
constrained by the refinement and specialization of need to take a greater
interest in the object, a certain amount of force is removed from the solip-
sistic need. Everywhere the weakening of the emotions, that is to say of the
absolute surrender of the Ego to his momentary feelings, is correlated with
the objectification of representations, with their appearance in a form of
existence that stands over against us. Thus, for instance, talking things over
is one of the most powerful means for subduing emotions.The inner process
is, as it were, projected by the word into the external world; it now stands
over against the individual like a tangible structure, and the intensity of the
emotions is diverted. The tranquillization of the passions, and the represen-
tation of the objective world as existing and significant, are two sides of one
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and the same basic process. The diversion of inner interest from mere need
and its satisfaction to the object itself, as a result of diminishing the possi-
bility of satistying the need, can obviously be brought about and strength-
ened just as well from the side of the object, if the latter makes satisfaction
difficult, rare, and to be attained only indirectly or by exceptional effort.
Even if we assume a highly differentiated desire concentrated upon selected
objects, satisfaction might still be regarded as more or less a matter of course
so long as there is no difficulty or resistance. What really matters, in order to
conceive the independent significance of objects, is the distance between
them and our impression of them. It is one of the numerous cases in which
one has to stand back from the objects, to establish a distance between them
and oneself, in order to get an objective picture of them.This is certainly no
less subjective a view than the unclear or distorted picture that is obtained
when the distance is too great or too small; but inner expediential reasons
of our cognition lay a special emphasis upon subjectivity in the case of these
extremes. At first, the object exists only in our relationship to it and is
completely absorbed in this relationship; it becomes something external
and opposed to us only in the degree that it escapes from this connection.
Even the desire for objects, which recognizes their autonomy while seeking
to overcome it, develops only when want and satisfaction do not coincide.
The possibility of enjoyment must be separated, as an image of the future,
from our present condition in order for us to desire things that now stand
at a distance from us. Just as in the intellectual sphere the original oneness
of perception, which we can observe in children, is only gradually divided
into awareness of the self and of the object, so the naive enjoyment of
objects only gives way to an awareness of the significance of things, and
respect for them, when the objects are somewhat withdrawn. Here, too, the
relationship between the weakening of desire and the beginning of an
objectification of values is apparent, since the decline of the elemental
strength of volition and feeling favours the growing awareness of the self. So
long as a person surrenders unreservedly to a momentary feeling and is
completely possessed by it, the Ego cannot develop. The awareness of a self
that exists beyond its various emotions can emerge only when it appears as
an enduring entity amid all these changes, and when the emotions do not
absorb the whole self. The emotions must leave a part of the self untouched,
as a neutral point for their contrasts, so that a certain reduction and limita-
tion of the emotions allows the self to develop as the unchanging bearer of
diverse contents. In all areas of our life Ego and object are related concepts,
which are not yet separated in the initial forms of representation and only
become differentiated through each other; and in just the same way, the
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independent value of objects develops only by contrast with an Ego that has
become independent. Only the repulsions that we experience, the difficul-
ties of attaining an object, the waiting and the labour that stand between a
wish and its fulfilment, drive the Ego and the object apart; otherwise they
remain undeveloped and undifferentiated in the propinquity of need and
satisfaction. Whether the effective definition of the object arises from its
scarcity, in relation to demand, or from the positive effort to acquire it, there
is no doubt that only in this way is distance established between the object
and ourselves which enables us to accord it a value beyond that of being
merely enjoyed.

It may be said, therefore, that the value of an object does indeed depend
upon the demand for it, but upon a demand that is no longer purely instinc-
tive. On the other hand, if the object is to remain an economic value, its
value must not be raised so greatly that it becomes an absolute. The distance
between the self and the object of demand could become so large — through
the difficulties of procuring it, through its exorbitant price, through moral
or other misgivings that counter the striving after it — that the act of volition
does not develop, and the desire is extinguished or becomes only a vague
wish. The distance between subject and object that establishes value, at least
in the economic sense, has a lower and an upper limit; the formula that the
amount of value equals the degree of resistance to the acquisition of objects,
in relation to natural, productive and social opportunities, is not correct.
Certainly, iron would not be an economic value if its acquisition encoun-
tered no greater difficulty than the acquisition of air for breathing; but these
difficulties had to remain within certain limits if the tools were to be manu-
factured which made iron valuable. To take another example: it has been
suggested that the pictures of a very productive painter would be less valu-
able than those of one who was less productive, assuming equal artistic
talent. But this is true only above a certain quantitative level. A painter, in
order to acquire the fame that raises the price of his pictures, is obliged to
produce a certain number of works. Again, the scarcity of gold in some
countries with a paper currency has created a situation in which ordinary
people will not accept gold even when it is offered to them. In the particular
case of precious metals, whose suitability as the material of money is usually
attributed to their scarcity, it should be noted that scarcity can only become
significant above a considerable volume, without which these metals could
not serve the practical demand for money and consequently could not
acquire the value they possess as money. It is, perhaps, only the avaricious
desire for an unlimited quantity of goods, in terms of which all values are
scarce, that leads us to overlook that a certain proportion between scarcity
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and non-scarcity, and not scarcity itself, is the condition of value. The factor
of scarcity has to be related to the significance of the sense for differences;
the factor of abundance to the significance of habituation. Life in general is
determined by the proportion of these two facts: that we need variety and
change of content just as we need familiarity; and this general need appears
here in the specific form that the value of objects requires, on the one hand,
scarcity — that is to say, differentiation and particularity — while on the other
hand it needs a certain comprehensiveness, frequency and permanence in
order that objects may enter the realm of values.

An analogy with aesthetic value

I would like to show the universal significance of distance for supposedly
objective valuation by an example that has nothing to do with economic
values and which therefore illustrates the general principle, namely aesthetic
valuation. What we call the enjoyment of the beauty of things developed
relatively late. For no matter how much immediate sensual enjoyment may
exist even today in the individual case, the specific quality of aesthetic enjoy-
ment is the ability to appreciate and enjoy the object, not simply an experi-
ence of sensual or supra-sensual stimulation. Every cultivated person is able
to make a clear distinction in principle between the aesthetic and the sensual
enjoyment of female beauty, even though he may not be able to draw the
line between these components of his impression on a particular occasion.
In the one case we surrender to the object, while in the other case the object
surrenders to us. Even though aesthetic value, like any other value, is not an
integral part of the object but is rather a projection of our feelings, it has the
peculiarity that the projection is complete. In other words, the content of
the feeling is, as it were, absorbed by the object and confronts the subject as
something which has autonomous significance, which is inherent in the
object. What was the historical psychological process in which this objec-
tive aesthetic pleasure in things emerged, given that primitive enjoyment
which was the basis for any more refined appreciation must have been tied
to direct subjective satisfaction and utility? Perhaps we can find a clue in a
very simple observation. If an object of any kind provides us with great
pleasure or advantage we experience a feeling of joy at every later viewing
of this object, even if any use or enjoyment is now out of the question. This
joy, which resembles an echo, has a unique psychological character deter-
mined by the fact that we no longer want anything from the object. In place
of the former concrete relationship with the object, it is now mere contem-
plation that is the source of enjoyable sensation; we leave the being of the
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object untouched, and our sentiment is attached only to its appearance, not
to that which in any sense may be consumed. In short, whereas formerly the
object was valuable as a means for our practical and eudaemonistic ends, it
has now become an object of contemplation from which we derive pleasure
by confronting it with reserve and remoteness, without touching it. It seems
to me that the essential features of aesthetic enjoyment are foreshadowed
here, but they can be shown more plainly if we follow the changes in sensa-
tion from the sphere of individual psychology to that of the species as a
whole. The attempt has often been made to derive beauty from utility, but
as a rule this has led only to a philistine coarsening of beauty. This might be
avoided if the practical expediency and sensual eudaemonistic immediacy
were placed far enough back in the history of the species, as a result of
which an instinctive, reflex-like sense of enjoyment in our organism were
attached to the appearance of objects; the physico-psychic connection
would then be genetic and would become effective in the individual without
any consciousness on his part of the utility of the object. There is no need to
enter into the controversy about the inheritance of such acquired associa-
tions; it suffices here that the events occur as if such qualities were inherit-
able. Consequently, the beautiful would be for us what once proved useful
for the species, and its contemplation would give us pleasure without our
having any practical interest in the object as individuals. This would not of
course imply uniformity or the reduction of individual taste to an average
or collective level. These echoes of an earlier general utility are absorbed
into the diversity of individual minds and transformed into new unique
qualities, so that one might say that the detachment of the pleasurable sensa-
tion from the reality of its original cause has finally become a form of our
consciousness, quite independent of the contents that first gave rise to it,
and ready to absorb any other content that the psychic constellation permits.
In those cases that offer realistic pleasure, our appreciation of the object is
not specifically aesthetic, but practical; it becomes aesthetic only as a result
of increasing distance, abstraction and sublimation. What happens here is
the common phenomenon that, once a certain connection has been estab-
lished, the connecting link itself disappears because it is no longer required.
The connection between certain useful objects and the sense of pleasure has
become so well established for the species through inheritance or some
other mechanism, that the mere sight of these objects becomes pleasurable
even in the absence of any utility. This explains what Kant calls ‘aesthetic
indifference’, the lack of concern about the real existence of an object so
long as its ‘form’, i.e. its visibility, is given. Hence also the radiance and
transcendence of the beautiful, which arises from the temporal remoteness
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of the real motives in which we now discover the aesthetic. Hence the idea
that the beautiful is something typical, supra-individual, and universally
valid; for the evolution of the species has long ago eliminated from these
inner states of mind anything specific and individual in the motives and
experiences. In consequence it is often impossible to justify on rational
grounds aesthetic judgments or the opposition that they sometimes present
to what is useful and agreeable to the individual. The whole development of
objects from utility value to aesthetic value is a process of objectification.
When I call an object beautiful, its quality and significance become much
more independent of the arrangements and the needs of the subject than if
it is merely useful. So long as objects are merely useful they are interchange-
able and everything can be replaced by anything else that performs the same
service. But when they are beautiful they have a unique individual existence
and the value of one cannot be replaced by another even though it may be
just as beautiful in its own way. We need not pursue these brief remarks on
the origin of aesthetic value into a discussion of all the ramifications of the
subject in order to recognize that the objectification of value originates in
the relative distance that emerges between the direct subjective origin of the
valuation of the object and our momentary feeling concerning the object.
The more remote for the species is the utility of the object that first created
an interest and a value and is now forgotten, the purer is the aesthetic satis-
faction derived from the mere form and appearance of the object. The more
it stands before us in its own dignity, the more we attribute to it a signifi-
cance that is not exhausted by haphazard subjective enjoyment, and the
more the relationship of valuing the objects merely as means is replaced by
a feeling of their independent value.

Economic activity establishes distances and overcomes them

I have chosen the above example because the objectifying effect of what I
have called ‘distance’ is particularly clear when it is a question of distance in
time. The process is, of course, intensive and qualitative, so that any quanti-
tative designation in terms of distance is more or less symbolic. The same
effect can be brought about by a number of other factors, as I have already
mentioned: for example, by the scarcity of an object, by the difficulties of
acquisition, by the necessity of renunciation. Even though in these econom-
ically important instances the significance of the objects remains a signifi-
cance for us and so dependent upon our appreciation, the decisive change is
that the objects confront us after these developments as independent powers,
as a world of substances and forces that determine by their own qualities
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whether and to what extent they will satisfy our needs, and which demand
effort and hardship before they will surrender to us. Only if the question of
renunciation arises — renunciation of a feeling that really matters — is it
necessary to direct attention upon the object itself. The situation, which is
represented in stylized form by the concept of Paradise, in which subject
and object, desire and satisfaction are not yet divided from each other — a
situation that is not restricted to a specific historical epoch, but which
appears everywhere in varying degrees — is destined to disintegrate, but also
to attain a new reconciliation. The purpose of establishing a distance is that
it should be overcome. The longing, effort and sacrifice that separate us
from objects are also supposed to lead us towards them. Withdrawal and
approach are in practice complementary notions, each of which presup-
poses the other; they are two sides of our relationship to objects, which we
call subjectively our desire and objectively their value. We have to make the
object enjoyed more remote from us in order to desire it again, and in rela-
tion to the distant object this desire is the first stage of approaching it, the
first ideal relation to it. This dual significance of desire — that it can arise only
at a distance from objects, a distance that it attempts to overcome, and yet
that it presupposes a closeness between the objects and ourselves in order
that the distance should be experienced at all — has been beautifully
expressed by Plato in the statement that love is an intermediate state between
possession and deprivation. The necessity of sacrifice, the experience that
the satisfaction of desire has a price, is only the accentuation or intensifica-
tion of this relationship. It makes us more distinctly aware of the distance
between our present self and the enjoyment of things, but only by leading
along the road towards overcoming it. This inner development towards the
simultaneous growth of distance and approach also appears as a historical
process of differentiation. Culture produces a widening circle of interests;
that is, the periphery within which the objects of interest are located
becomes farther and farther removed from the centre, the Ego. This increase
in distance, however, depends upon a simultaneous drawing closer. If
objects, persons and events hundreds or thousands of miles away acquire a
vital importance for modern man, they must have been brought much
closer to him than to primitive man, for whom they simply do not exist
because the positive distinction between close and far has not yet been
made. These two notions develop in a reciprocal relation from the original
undifferentiated state. Modern man has to work in a different way, to apply
a much greater effort than primitive man; the distance between him and the
objects of his endeavours is much greater and much more difficult obstacles
stand in his way, but on the other hand he acquires a greater quantity of
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objects, ideally through his desire and in practice through his work. The
cultural process — which transposes the subjective condition of impulse and
enjoyment into the valuation of objects — separates more distinctly the
elements of our dual relationship of closeness and distance.

The subjective events of impulse and enjoyment become objectified in
value; that is to say, there develop from the objective conditions obstacles,
deprivations, demands for some kind of ‘price’ through which the cause or
content of impulse and enjoyment is first separated from us and becomes,
by this very act, an object and a value. The fundamental conceptual question
as to the subjectivity or objectivity of value is misconceived. The subjectivity
of value is quite erroneously based upon the fact that no object can ever
acquire universal value, but that value changes from place to place, from
person to person, and even from one hour to the next. This is a case of
confusing subjectivity with the individuality of value. The fact that I want to
enjoy, or do enjoy, something is indeed subjective in so far as there is no
awareness of or interest in the object as such. But then an altogether new
process begins: the process of valuation. The content of volition and feeling
assumes the form of the object. This object now confronts the subject
with a certain degree of independence, surrendering or refusing itself,
presenting conditions for its acquisition, placed by his original capricious
choice in a law-governed realm of necessary occurrences and restrictions. It
is completely irrelevant here that the contents of these forms of objectivity
are not the same for all subjects. If we assumed that all human beings evalu-
ated objects in exactly the same way, this would not increase the degree of
objectivity beyond that which exists in an individual case; for if any object
is valued rather than simply satisfying desire it stands at an objective distance
from us that is established by real obstacles and necessary struggles, by gain
and loss, by considerations of advantage and by prices. The reason why the
misleading question about the objectivity or subjectivity of value is raised
again and again is that we find empirically an infinite number of objects that
are entirely the products of representations. But if an object in its finished
form arises first in our consciousness, its value seems to reside entirely in
the subject; the aspect from which I began — the classification of objects in
the two series of being and value — seems to be identical with the division
between objectivity and subjectivity. But this fails to take into account that
the object of volition is different from the object of representation. Even
though both may occupy the same place in the series of space, time and
quality, the desired object confronts us in a different way and has quite a
different significance from the represented object. Consider the analogy of
love.The person we love is not the same being as our reason represents. I am
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not referring here to the distortions or falsifications that emotions may
produce in the object of cognition; for these remain within the sphere of
representation and of intellectual categories, even though the content is
modified. It is in a completely different way from that of intellectual repre-
sentations that the beloved person is an object to us. Despite the logical
identity it has a different meaning for us, just as the marble of the Venus de
Milo means different things for a crystallographer and an art critic. A single
element of being, although recognized as one and the same, can become
an object for us in quite different ways: as an object of representation, and
as an object of desire. Within each of these categories the confrontation
between subject and object has other causes and other effects, so that it leads
only to confusion if the practical relation between man and his object is
equated with the alternative between subjectivity and objectivity which is
valid only in the realm of intellectual representation. For even though the
value of an object is not objective in the same manner as colour or weight,
it is also not at all subjective in the sense of corresponding with this kind
of objectivity; such subjectivity would apply rather to a perception of
colour resulting from a deception of the senses, or of any other quality of
the object based on a mistaken conclusion, or of a quality suggested by
superstition.The practical relation to objects, however, produces a completely
different kind of objectivity, because the conditions of reality withdraw the
object of desire and enjoyment from the subjective realm and thus produce
the specific category that we call value.

Within the economic sphere, this process develops in such a way that the
content of the sacrifice or renunciation that is interposed between man and
the object of his demand is, at the same time, the object of someone else’s
demand. The one has to give up the possession or enjoyment that the other
wants in order to persuade the latter to give up what he owns and what the
former wants. I shall show that the subsistence economy of an isolated
producer can be reduced to the same formula. Two value formations are
interwoven; a value has to be offered in order to acquire a value. Thus it
appears that there is a reciprocal determination of value by the objects. By
being exchanged, each object acquires a practical realization and measure of
its value through the other object. This is the most important consequence
and expression of the distance established between the objects and the
subject. So long as objects are close to the subjects, so long as the differen-
tiation of demand, scarcity, difficulties and resistance to acquisition have not
yet removed the objects to a distance from the subject, they are, so to speak,
desire and enjoyment, but not yet objects of desire and enjoyment. The
process that I have outlined through which they become objects is brought
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to completion when the object, which is at the same time remote and yet
overcomes the distance, is produced specifically for this purpose. Thus, pure
economic objectivity, the detachment of the object from any subjective rela-
tionship to the subject, is established; and since production is carried out for
the purpose of exchange with another object, which has a corresponding
role, the two objects enter into a reciprocal objective relationship. The form
taken by value in exchange places value in a category beyond the strict
meaning of subjectivity and objectivity. In exchange, value becomes supra-
subjective, supra-individual, yet without becoming an objective quality and
reality of the things themselves. Value appears as the demand of the object,
transcending its immanent reality, to be exchanged and acquired only for
another corresponding value. The Ego, even though it is the universal source
of values, becomes so far removed from the objects that they can measure
their significance by each other without referring in each case to the Ego.
But this real relationship between values, which is executed and supported
by exchange, evidently has its purpose in eventual subjective enjoyment,
that is, in the fact that we receive a greater quantity and intensity of values
than would be possible without exchange transactions. It has been said that
the divine principle, after having created the elements of the world, with-
drew and left them to the free play of their own powers, so that we can now
speak of an objective cosmos, subject to its own relations and laws; and
further, that the divine power chose this independence of the cosmic process
as the most expedient means of accomplishing its own purposes for the
world. In the same way, we invest economic objects with a quantity of value
as if it were an inherent quality, and then hand them over to the process of
exchange, to a mechanism determined by those quantities, to an imper-
sonal confrontation between values, from which they return multiplied and
more enjoyable to the final purpose, which was also their point of origin:
subjective experience. This is the basis and source of that valuation which
finds its expression in economic life and whose consequences represent the
meaning of money. We turn now to their investigation.

Exchange as a means of overcoming the purely subjective value
significance of an object

The technical form of economic transactions produces a realm of values that
is more or less completely detached from the subjective—personal substruc-
ture. Although the individual buys because he values and wants to consume
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an object, his demand is expressed effectively only by an object in exchange.
Thus the subjective process, in which differentiation and the growing
tension between function and content create the object as a ‘value’, changes
to an objective, supra-personal relationship between objects. The individuals
who are incited by their wants and valuations to make now this, now that
exchange are conscious only of establishing value relationships, the content
of which forms part of the objects. The quantity of one object corresponds
in value with a given quantity of another object, and this proportion exists
as something objectively appropriate and law-determined — from which it
commences and in which it terminates — in just the same way as we conceive
the objective values of the moral and other spheres. The phenomenon of a
completely developed economy, at least, would appear in this light. Here the
objects circulate according to norms and measures that are fixed at any one
moment, through which they confront the individual as an objective realm.
The individual may or may not participate in this realm, but if he wants to
participate he can do so only as a representative or executor of those deter-
minants which lie outside himself. The economy tends toward a stage of
development — never completely unreal and never completely realized — in
which the values of objects are determined by an automatic mechanism,
regardless of how much subjective feeling has been incorporated as a pre-
condition or as content in this mechanism. The value of an object acquires
such visibility and tangibility as it possesses through the fact that one object
is offered for another. This reciprocal balancing, through which each
economic object expresses its value in another object, removes both objects
from the sphere of merely subjective significance. The relativity of valua-
tion signifies its objectification. The basic relationship to man, in whose
emotional life all the processes of valuation admittedly take place, is here
presupposed; it has been absorbed, so to speak, by the objects, and thus
equipped they enter the arena of mutual balancing, which is not the result
of their economic value but its representative or content.

In exchange, objects express their value reciprocally

The fact of economic exchange, therefore, frees the objects from their
bondage to the mere subjectivity of the subjects and allows them to deter-
mine themselves reciprocally, by investing the economic function in them.
The object acquires its practical value not only by being in demand itself but
through the demand for another object. Value is determined not by the rela-
tion to the demanding subject, but by the fact that this relation depends on
the cost of a sacrifice which, for the other party, appears as a value to be
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enjoyed while the object itself appears as a sacrifice. Thus objects balance
each other and value appears in a very specific way as an objective, inherent
quality. While bargaining over the object is going on — in other words,
while the sacrifice that it represents is being determined — its significance
for both parties seems to be something external to them, as if each indi-
vidual experienced the object only in relation to himself. Later on we shall
see that an isolated economy also imposes the same necessity of sacrifice for
the acquisition of the object, since it confronts economic man with the
demands of nature; so that in this case, too, the same relationship endows
the object with the same objectively conditioned significance even though
there is only one participant in the exchange. The desire and sentiment of
the subject is the driving force in the background, but it could not by itself
bring about the value-form, which is the result of balancing objects against
each other. The economy transmits all valuations through the form of
exchange, creating an intermediate realm between the desires that are the
source of all human activity and the satisfaction of needs in which they
culminate. The specific characteristic of the economy as a particular form
of behaviour and communication consists not only in exchanging values but
in the exchange of values. Of course, the significance that objects attain in
exchange is not wholly independent of their directly subjective significance
which originally determines the relationship. The two are inseparably
related, as are form and content. But the objective process, which very often
also dominates the individual’s consciousness, disregards the fact that values
are its material; its specific character is to deal with the equality of values.
In much the same way, geometry has as its aim the determination of the
relationship between the size of objects without referring to the substances
for which these relationships are valid. As soon as one realizes the extent
to which human action in every sphere of mental activity operates with
abstractions, it is not as strange as it may seem at first glance that not only
the study of the economy but the economy itself is constituted by a real
abstraction from the comprehensive reality of valuations. The forces, rela-
tions and qualities of things — including our own nature — objectively form
a unified whole which has to be broken down by our interests into a multi-
tude of independent series or motives to enable us to deal with it. Every
science investigates phenomena that are homogeneous and clearly distin-
guished from the problems of other sciences, whereas reality ignores
boundaries and every section of the world presents an aggregate of tasks for
all the sciences. Our practice excludes unilateral series from the outer and
inner complexity of things and so constructs the great systems of cultural
interests. The same is true for our sentiments. When we experience religious
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or social sentiments, when we are melancholy or joyful, it is always abstrac-
tions from total reality that are the objects of our feeling — whether because
we react only to those impressions that can be brought within the scope of
some common cultural interest, or because we endow every object with a
certain colouring which derives its validity from its interweaving with other
colourings to form an objective unity. Thus, the following formula is one
way in which the relationship of man to the world may be expressed: our
practice as well as our theory continually abstracts single elements from the
absolute unity and intermingling of objects, in which each object supports
the other and all have equal rights, and forms these elements into relative
entities and wholes. We have no relationship to the totality of existence,
except in very general sentiments; we attain a definite relation to the world
only by continually abstracting from phenomena, in accordance with our
needs of thought and action and investing these abstractions with the rela-
tive independence of a purely inner connection which the unbroken stream
of world processes denies to objective reality. The economic system is
indeed based on an abstraction, on the mutuality of exchange, the balance
between sacrifice and gain; and in the real process of its development it is
inseparably merged with its basis and results, desire and need. But this form
of existence does not differentiate it from the other spheres into which we
divide the totality of phenomena for the sake of our interests.

The value of an object becomes objectified by exchanging
it for another object

The decisive fact in the objectivity of economic value, which makes
economics a special area of investigation, is that its validity transcends the
individual subject. The fact that the object has to be exchanged against
another object illustrates that it is not only valuable for me, but also valuable
independently of me; that is to say, for another person. The equation,
objectivity = validity for subjects in general, finds its clearest justification in
economic value. The equivalence of which we become aware, and in which
we develop an interest through exchange, imparts to value its specific objec-
tivity. For even though each of the elements in exchange may be personal or
only subjectively valuable, the fact that they are equal to each other is an
objective factor which is not contained within any one of these elements
and yet does not lie outside of them either. Exchange presupposes an
objective measurement of subjective valuations, not in the sense of being
chronologically prior, but in the sense that both phenomena arise from the
same act.
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Exchange as a form of life

It should be recognized that most relationships between people can be
interpreted as forms of exchange. Exchange is the purest and most devel-
oped kind of interaction, which shapes human life when it seeks to acquire
substance and content. It is often overlooked how much what appears at first
a one-sided activity is actually based upon reciprocity: the orator appears as
the leader and inspirer to the assembly, the teacher to his class, the journalist
to his public; but, in fact, everyone in such a situation feels the decisive
and determining reaction of the apparently passive mass. In the case of
political parties the saying is current that: ‘T am the leader, therefore I must
follow them’; and an outstanding hypnotist has recently emphasized that in
hypnotic suggestion — obviously the clearest case of activity on one side and
absolute dependence on the other — there is an influence, that is difficult to
describe, of the person hypnotized upon the hypnotist, without which the
experiment could not be carried out. Every interaction has to be regarded
as an exchange: every conversation, every affection (even if it is rejected),
every game, every glance at another person. The difference that seems to
exist, that in interaction a person offers what he does not possess whereas
in exchange he offers only what he does possess, cannot be sustained. For
in the first place, it is always personal energy, the surrender of personal
substance, that is involved in interaction; and conversely, exchange is not
conducted for the sake of the object that the other person possesses, but to
gratify one’s personal feelings which he does not possess. It is the object of
exchange to increase the sum of value; each party offers to the other more
than he possessed before. It is true that interaction is the more comprehen-
sive concept and exchange the narrower one; however, in human relation-
ships the former appears predominantly in forms that may be interpreted
as exchange. Every day of our lives comprises a process of gain and loss,
of accretion and diminution of life’s content, which is intellectualized
in exchange since the substitution of one object for another becomes
conscious there. The same synthesizing mental process that turns the mere
co-existence of things into a systematic relationship, the same Ego that
imposes its own unity upon the material world, has seized upon the natural
rhythm of our existence and through exchange has organized its elements
in a meaningful interconnection. It is above all the exchange of economic
values that involves the notion of sacrifice. When we exchange love for love,
we have no other use for its inner energy and, leaving aside any later conse-
quences, we do not sacrifice any good. When we share our intellectual
resources in a discussion, they are not thereby reduced; when we display the
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image of our personality, and take in those of other people, our possession
of ourselves is not at all reduced by this exchange. In all these cases of
exchange the increase of value does not involve a balancing of gain and
loss; either the contribution of each party lies beyond this antithesis, or
it is already a gain to be able to make it, and we accept the response as
a gift which is made independently of our own offering. But economic
exchange — whether it is of objects of labour or labour power invested in
objects — always signifies the sacrifice of an otherwise useful good, however
much eudaemonistic gain is involved.

The interpretation of economic life as interaction in the specific sense of
an exchange of sacrifices meets with an objection raised against the equa-
tion of economic value with exchange value. It has been argued that even
the completely isolated producer, who neither buys nor sells, has to value
his products and his means of production, and to form a concept of value
independent of exchange if his costs and output are to be properly related.
But this fact proves exactly what it is supposed to disprove. The evaluation of
whether a particular product justifies the expenditure of a given quantity of
work or other goods is exactly the same as the evaluation of what is offered
against what is received in exchange. The concept of exchange is often
misconceived, as though it were a relationship existing outside the elements
to which it refers. But it signifies only a condition or a change within the
related subjects, not something that exists between them in the sense in
which an object might be spatially located between two other objects. By
subsuming the two events or changes of condition that are going on in
reality under the concept of ‘exchange’, one is tempted to assume that
something else has occurred beyond what is experienced by the contracting
parties; just as the concept of a ‘kiss’, which is also ‘exchanged’, might
tempt us to regard the kiss as something beyond the movement and experi-
ences of two pairs of lips. So far as its immediate content is concerned,
exchange is only the causally connected double event in which one subject
now possesses something he did not have before and has given away some-
thing he did possess before. Thus, the isolated individual who sacrifices
something in order to produce certain products, acts in exactly the same
way as the subject who exchanges, the only difference being that his partner
is not another subject but the natural order and regularity of things which,
just like another human being, does not satisfy our desires without a sacri-
fice. The valuations that determine his action are generally exactly the same
as those involved in exchange. It is of no concern to the economic subject
whether he invests his property or labour power in the land or transfers
them to another person, if the result for him is the same. This subjective
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process of sacrifice and gain in the individual mind is in no way secondary
to, or imitated from, exchange between individuals; on the contrary, the
interchange between sacrifice and acquisition within the individual is the
basic presupposition and, as it were, the essential substance of exchange
between two people. Exchange is only a sub-variety in which the sacrifice is
brought about by the demand of another individual; but it can be brought
about with the same result for the subject by the technical-natural condi-
tion of things. It is of great importance to reduce the economic process to
what really happens in the mind of each economic subject. One should not
be deceived by the fact that the process of exchange is mutual; the natural
or self-sufficient economy can be traced back to the same basic form as the
exchange between two persons — to the practice of weighing against each
other two subjective processes within the individual. This activity is not
affected by the secondary question as to whether the stimulus comes from
the nature of things or the nature of man, whether it operates in a subsist-
ence or a market economy. Every enjoyment of values by means of attainable
objects can be secured only by forgoing other values, which may take the
form not only of working indirectly for ourselves by working for others, but
often enough of working directly for our own ends. This also clarifies the
point that exchange is just as productive and value-creating as is production
itself. In both cases one is concerned with receiving goods for the price of
other goods in exchange, in such a way that the final situation shows a
surplus of satisfaction as compared with the situation before the action. We
are unable to create either matter or force; we can only transfer those that
are given in such a way that as many as possible rise from the realm of
reality into the realm of values. This formal shift within the given material
is accomplished by exchange between people as well as by the exchange
with nature which we call production. Both belong to the same concept of
value; in both cases the empty place of what we gave away is filled by an
object of higher value, and only through this movement does the object that
was previously merged with the Ego detach itself and become a value. The
profound connection between value and exchange, as a result of which they
are mutually conditioning, is illustrated by the fact that they are in equal
measure the basis of practical life. Even though our life seems to be deter-
mined by the mechanism and objectivity of things, we cannot in fact take
any step or conceive any thought without endowing the objects with values
that direct our activities. These activities are carried out in accordance with
the schema of exchange; from the lowest level of satisfaction of wants to the
attainment of the highest intellectual and religious goods, every value has to
be acquired by the sacrifice of some other value. It is perhaps impossible to
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determine exactly what is the starting point and what is the consequence.
For the two elements cannot be separated in the basic processes, which
make up the unity of practical life; a unity that we cannot grasp as a whole
and that we differentiate into these two elements. Or, alternatively, a never-
ending process occurs between the two, in which every exchange refers
back to a value, and each value refers back to an exchange. For our purposes
it is more enlightening to trace value to exchange, since the opposite seems
better known and more obvious. To recognize value as the result of a sacri-
fice discloses the infinite wealth that our life derives from this basic form.
Our painful experience of sacrifice and our effort to diminish it leads us to
believe that its total elimination would raise life to perfection. But here we
overlook that sacrifice is by no means always an external obstacle, but is the
inner condition of the goal itself and the road by which it may be reached.
We divide the enigmatic unity of our practical relation to things into sacri-
fice and gain, obstruction and attainment, and since the different stages are
often separated in time we forget that the goal would not be the same
without impediments to overcome. The resistance that we have to overcome
enables us to prove our strength; only the conquest of sin secures for the
soul the ‘joy of heaven’ that the righteous man cannot enjoy. Every synthesis
needs the analytical principle which it nevertheless negates, for without this
principle it would not be a synthesis of different elements but an absolute
unity; conversely, every analysis requires a synthesis which it dissolves, for
analysis still needs a certain interconnectedness, without which it would be
mere unrelatedness: even the most violent animosity is a stronger relation-
ship than mere indifference, and indifference stronger than simple unaware-
ness. In brief, the inhibiting counter-motion, to eliminate which a sacrifice
is required, is often, perhaps even always, the positive pre-condition of
the goal. The sacrifice does not in the least belong in the category of what
ought not to be, as superficiality and avarice would have us believe. Sacrifice
is not only the condition of specific values, but the condition of value as
such; with reference to economic behaviour, which concerns us here, it is
not only the price to be paid for particular established values, but the price
through which alone values can be established.

Exchange is accomplished in two forms, which I propose to illustrate
here with reference to the value of labour. In so far as there is a desire for
leisure, or for the use of energy for its own sake in recreation, or for the
avoidance of painful effort, all labour is undeniably a sacrifice. However,
there is also a certain amount of latent work-energy which either we do not
know how to employ or which manifests itself in an impulse to voluntary
labour which is not incited by need or by ethical motives. A number of
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demands compete for this quantity of labour power, the use of which is not
in itself a sacrifice, but not all of them can be satisfied. For every use of
energy, one or more other possible and desirable uses have to be sacrificed.
Unless we could utilize the energy to perform labour A also for labour B,
there would not be any sacrifice in doing labour A; the same is true for B if
we execute it instead of A. What is sacrificed eudaemonistically is not labour,
but rather non-labour; we pay for A not by sacrificing labour — since, as we
presuppose, here labour does not involve any disutility — but by renouncing
B.The sacrifice that we give in exchange by our labour may be, so to speak,
either absolute or relative: the disutility is either directly connected with
labour, where this is experienced as toil and pain, or it is indirect in the case
where labour is eudaemonistically irrelevant or even of a positive value, but
we can acquire one object only by renouncing another. Thus the instance of
enjoyable labour can also be related to the form of exchange as sacrifice
which characterizes the economy.

The idea that objects have a specific value before they enter into an
economic relationship — in which each of the two objects of the transaction
signifies for one contracting party the desired gain and for the other the
sacrifice — is valid only for a developed economy, but not for the basic
processes on which the economy rests. The logical difficulty, that two things
can only be of equal value if each of them has a value of its own, seems to
be illustrated by the analogy that two lines can be equally long only if each
of them has a definite length. But strictly speaking, a line gains the quality
of length only by comparison with others. For its length is determined not
by itself — since it is not simply ‘long’ — but by another line against which it
is measured: and the same service is performed for the other line, although
the result of the measurement does not depend upon this act of comparison
but upon each line as it exists independently of the other. Let us recall
the category that embraces the objective value judgment, which I termed
metaphysical; from the relationship between us and objects develops the
imperative to pass a certain judgment, the content of which, however,
does not reside in the things themselves. The same is true in judging
length; the objects themselves require that we judge them, but the quality
of length is not given by the objects and can only be realized by an act
within ourselves. We are not aware of the fact that length is established only
by the process of comparison and is not inherent in the individual object on
which length depends, because we have abstracted from particular relative
lengths the general concept of length — which excludes the definiteness
without which specific length does not exist. In projecting this concept
onto objects we assume that things must have length before it can be
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determined individually by comparison. Moreover, definite standards have
grown out of the innumerable comparisons of length, and they form the
basis for determining the length of all tangible objects. These standards
embody as it were the abstract concept of length; they seem no longer to be
relative because everything is measured by them, while they themselves are
no longer measured. The error is the same as if one believes that the falling
apple is attracted by the earth, while the earth is not attracted by the falling
apple. Finally, we delude ourselves as to the inherent quality of length by the
fact that the multiplicity of elements, the relationship of which determines
substance, already exists in the individual parts. If we were to assume that
there is only a single line in the whole world, it would not have any specific
length since it lacks any relation to others. It is impossible to measure the
world as a whole, because there is nothing outside the world in relation to
which it could have a specific size. This is true of a line so long as it is
considered without being compared with others, or without its own parts
being compared with each other; it is neither short nor long, but lies outside
the whole category. This analogy makes clear the relativity of economic
value rather than disproving it.

If we regard the economy as a special case of the general form of
exchange — a surrender of something in order to gain something — then we
shall at once suspect that the value of what is acquired is not ready made,
but rather accrues to the desired object wholly or in part from the extent of
the sacrifice required. These frequent and theoretically important instances
seem indeed to contain an inner contradiction: would the sacrifice of a
value be required for valueless objects? No reasonable person would give
away a value without receiving an equal value in return, and it would be a
perverted world in which the desired object attained its value only as a
result of the price that had to be paid for it. This is an important point so far
as our immediate consciousness is concerned, more important than the
popular viewpoint will admit. In fact, the value that a subject sacrifices can
never be greater, in the particular circumstances of the moment, than the
value that he receives in return. All appearance to the contrary rests on a
confusion of the value experienced by the subject and the value which the
object in exchange has according to other apparently objective forms of
appraisal. Thus, during a famine somebody will give away a jewel for a piece
of bread because under the given conditions the latter is more valuable to
him than the former. It always depends upon circumstances whether senti-
ments of value are attached to an object, since every valuation is supported
by an elaborate complex of feelings which are always in a process of flux,
adjustment and change. It is of no significance in principle whether the
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circumstances are momentary or relatively enduring. If the starving person
gives the jewel away he demonstrates unambiguously that the piece of bread
is more valuable to him. There is no doubt that, at the moment of exchange,
of offering the sacrifice, the value of the object received sets a limit up to
which the value of the object offered in exchange can rise. Quite inde-
pendent of this is the question as to where the object received derives its
value; whether it is perhaps the result of the sacrifice offered, so that the
balance between gain and cost is established a posteriori by the sacrifice. We
shall see in a moment that value often originates psychologically in this
seemingly illogical manner. Once the value has been established — no matter
how — there is a psychological necessity to regard it as being of equal value
with the sacrifice.

Even superficial psychological observation discloses instances in which
the sacrifice not only increases the value of the desired object but actually
brings it about. This process reveals the desire to prove one’s strength, to
overcome difficulties, or even simply to be contrary. The necessity of
proceeding in a roundabout way in order to acquire certain things is often
the occasion, and often also the reason, for considering them valuable. In
human relations, and most frequently and clearly in erotic relations, it is
apparent that reserve, indifference or rejection incite the most passionate
desire to overcome these barriers, and are the cause of efforts and sacrifices
that, in many cases, the goal would not have seemed to deserve were it not
for such opposition. The aesthetic enjoyment of mountain climbing would
no longer be highly regarded by many people if it did not exact the price of
extraordinary effort and danger, which constitute its charm, appeal and
inspiration. The attraction of antiques and curiosities is often of the same
kind. If there is no aesthetic or historical interest attached to them, this is
replaced by the mere difficulty of acquiring them; they are worth as much
as they cost, which leads to the conclusion that they cost as much as they are
worth. Furthermore, moral merit always signifies that opposing impulses
and desires had to be conquered and sacrificed in favour of the morally
desirable act. If such an act is carried out without any difficulty as a result of
natural impulse, it will not be considered to have a subjective moral value,
no matter how desirable its objective content. Moral merit is attained only
by the sacrifice of lower and yet very tempting goods, and it is the greater
the more inviting the temptations and the more comprehensive and difficult
the sacrifice. Of all human achievements the highest honour and apprecia-
tion is given to those that indicate, or at least seem to indicate, a maximum
of commitment, energy and persistent concentration of the whole being,
and along with this, renunciation, sacrifice of everything else, and devotion
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to the objective idea. Even in those cases where, by contrast, aesthetic
performance, and the ease and charm that originate from a natural impulse,
exercise a supreme attraction, this is also due to the resonance of the efforts
and sacrifices that are usually required for such accomplishments. The
significance of a connection is often transferred to its opposite by the
mobility and inexhaustible power of association in our mental life; as, for
example, the association between two representations may take place as a
result of the fact that they affirm each other or deny each other. We realize
the specific value of what we gain without difficulty and through good
fortune only in terms of the significance of that which is hard to achieve and
involves sacrifices; the latter has the same value, but with a negative sign,
and it is the primary source from which the former value is derived.

Of course, these may be exaggerated or exceptional cases. In order to
discover their general type in the economic sphere, it is necessary first of all
to distinguish the economic aspect, as a special characteristic or form, from
the fact of value as a universal quality of substance. If we accept value as
being given, it follows from what has been said previously that economic
value is not an inherent quality of an object, but is established by the
expenditure of another object which is given in exchange for it. Wild grain,
which can be harvested without effort and immediately consumed without
any exchange, is an economic good only if its consumption saves some
other expenditure. But if all the necessities of life could be obtained in this
way without any sacrifice there would be no economic system, any more
than in the case of birds or fish or the inhabitants of the land of milk and
honey. No matter how the two objects A and B have become values,
A becomes an economic value only because I have to exchange it for B, and
B only because I can acquire A in exchange for it. It makes no difference
whether the sacrifice is accomplished by transferring a value to another
person through inter-individual exchange, or by balancing the efforts
and gains within the individual’s own sphere of interest. Economic objects
have no significance except directly or indirectly in our consumption and in
the exchange that occurs between them. The former alone is not sufficient
to make the object an economic one; only the latter can give it the specific
characteristic that we call economic. Yet this distinction between value
and its economic form is artificial. In the first place, although the economy
may seem to be a mere form in the sense that it presupposes value as its
content in order to make the balancing of sacrifice and gain possible, in
reality this process through which an economic system is constructed from
the presupposed values may be interpreted as the originator of economic
values.
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The economic form of value lies between two limits: on the one side is
the desire for the object, arising from the anticipated satisfaction of posses-
sion and enjoyment; on the other side is the enjoyment itself, which is not
strictly speaking an economic act. If the previous argument is accepted,
namely that the direct consumption of wild grain is not an economic act
(except to the extent that it economizes on the production of economic
values), then the consumption of real economic values is itself no longer an
economic act, for these two acts of consumption are totally indistinguish-
able. Whether somebody has found, stolen, cultivated or bought the grain
does not make the slightest difference for the act of consumption and its
direct consequences. The object, as we have seen, is not yet a value so long
as it is only the direct stimulant and a natural part of our sentiments insepa-
rable from the subjective process. The object has to be detached from this in
order to gain the specific significance that we call value. Desire by itself
cannot bring about value unless it encounters obstacles; if every desire could
be satisfied completely without a struggle, the economic exchange of values
would never have developed, and the desire itself would never have reached
a high level. Only the deferment of satisfaction through obstacles, the fear
of never attaining the object, the tension of struggling for it, brings together
the various elements of desire; the intense striving and continuous acquisi-
tion. But even if the strongest element of desire came only from within the
individual, the object that satisfies it would still have no value if it were
abundantly available. The whole genus of things that guarantee the satisfac-
tion of our wishes would be important to us, but not the limited portion
that we acquire because this could be replaced without effort by any other
portion. Our awareness of the value of the whole genus would arise from
the idea of its being absent altogether. In this case, our consciousness would
be simply determined by the rhythm of the subjective wishes and satisfac-
tions without paying any attention to the mediating object. Need and enjoy-
ment alone do not comprehend either value or economic life, which are
realized simultaneously through the exchange between two subjects each
of whom requires a sacrifice by the other (or its equivalent in the self-
sufficient economy) in order to be satisfied. Exchange, i.e. the economy, is
the source of economic values, because exchange is the representative of the
distance between subject and object which transforms subjective feelings
into objective valuation. I mentioned earlier Kant’s summary of his episte-
mology: the conditions of experience are at the same time the conditions of
the objects of experience — by which he meant that the process that we call
experience and the representations that form its contents and objects are
subject to the same laws of the understanding. Objects can be experienced
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because they are representations within us, and the same power that deter-
mines experience determines also the formation of representations. In the
same manner we can state: the possibility of the economy is at the same
time the possibility of the objects of the economy. The process between two
owners of objects (of substances, labour power or rights of any kind) that
establishes the relationship called ‘economy’ —i.e. a reciprocal surrender —
raises these objects at the same time into the category of value. The logical
difficulty, that values had to exist as values in order to enter the form and
movement of the economy, is now eliminated by the significance of the
psychic relation which we designated as the distance between us and the
object. This psychic relationship differentiates the original subjective condi-
tion of feeling into the desiring subject and the opposed object which
possesses value. In the economy, this distance is brought about through
exchange, through the two-sided influence of barriers, obstacles and renun-
ciation. Economic values are produced by the same reciprocity and relativity
that determine the economic character of values.

Exchange is not the mere addition of two processes of giving and
receiving, but a new third phenomenon, in which each of the two processes
is simultaneously cause and effect. The value that the object gains through
renunciation thereby becomes an economic value. In general, value develops
in the interval that obstacles, renunciation and sacrifice interpose between
the will and its satisfaction. The process of exchange consists in the mutual
determination of taking and giving, and it does not depend upon a partic-
ular object having previously acquired a value for a particular subject. All
that is needed is accomplished in the act of exchange itself. Of course, in an
actual economic system the value of objects is usually indicated when they
enter into exchange. I am referring here only to the inner, systematic
meaning of the concept of value and exchange, which exists only in rudi-
mentary form, or as an ideal significance in the historical phenomena or as
their ideal meaning. I refer not to their real form, in the historical genetic
sense, but to their objective-logical form.

Theories of utility and scarcity

This transposition of the concept of economic value from the abstract sphere
to that of vital relationships may be further elucidated with the aid of the
concepts of utility and scarcity which are generally regarded as constituent
elements of value. The first requirement for an economic object to exist,
based upon the disposition of the economic subject, is utility. To this, scar-
city must be added as a second determining factor if the object is to acquire
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a specific value. If economic values are regarded as being determined by
supply and demand, supply would correspond with scarcity and demand
with utility. Utility would decide whether the object is in demand at all and
scarcity the price that we are obliged to pay. Utility appears as the absolute
part of economic values, and its degree has to be known so that the objects
can enter into economic exchange. Scarcity is only a relative factor, since it
signifies only the quantitative relationship of the object in question to the
total available amount. The qualitative nature of the object does not play any
role here. Utility, however, seems to exist prior to any economic system, to
any comparison or relationship with other objects; it is the substantial factor
determining the movement of the economy.

However, this situation is not correctly described by the concept of utility.
What is really meant is the desire for the object. Utility as such is never able
to bring about economic processes unless it leads to demand, and it does
not always do so. Some kind of ‘wish’ may accompany the perception of
useful objects, but real demand, which has practical significance and affects
our activity, fails to appear if protracted poverty, constitutional lethargy,
diversion to other fields of interest, indifference to the theoretically known
advantage, awareness of the impossibility of acquisition or other positive
and negative factors counteract such a development. On the other hand, we
desire, and therefore value economically, all kinds of things that cannot be
called useful or serviceable without arbitrarily straining ordinary linguistic
usage. If the concept of usefulness is to encompass everything that is in
demand, it is logically necessary to accept the demand for the object as the
decisive factor for economic activity, since otherwise not everything useful
is in demand. Even with this modification, it is not an absolute factor and
does not eliminate the relativity of values. In the first place, as we have seen,
demand is not distinctly conscious unless there are barriers, difficulties and
sacrifices between the object and the subject. In reality we exert a demand
only when the enjoyment of the object is measured by intermediate stages;
when the price of patience, the renunciation of other efforts or enjoyments,
sets the object in perspective, and desire is equated with the exertion to
overcome the distance. Secondly, the economic value of the object based
upon the demand for it may be interpreted as a heightening or sublimation
of the relativity embedded in the demand. For the object in demand becomes
a value of practical importance to the economy only when the demand for
it is compared with the demand for other things; only this comparison
establishes a measure of demand. Only if there is a second object which Tam
willing to give away for the first, or vice-versa, does each of them have a
measurable economic value. There is originally in the world of practice no
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single value, any more than there is originally in the world of consciousness
a number ‘one’. It has often been asserted that the concept of ‘two’ exists
prior to the concept of ‘one’. The pieces of a broken cane require a term
for plurality; the whole cane is a cane and there is no reason to call it
one cane unless two canes with some relationship to each other are consid-
ered. Thus, the mere demand for an object does not yet create an economic
value, because it does not include the required measure; only a compar-
ison of demands, i.e. the exchangeability of its objects, assigns a definite
economic value to each of them. Without the category of equality — one of
those fundamental concepts that shape the world view out of particulars,
yet only gradually acquire a psychological reality — no ‘utility” and no ‘scar-
city’, however great, would bring about economic transactions. Whether
two objects are equally in demand and equally valuable can only be
ascertained — owing to the lack of an external measure — by exchanging
them against each other in idea or in reality, while experiencing no varia-
tion in value sentiments. In fact, it may be that originally the exchangeability
did not indicate equality of value as an objective quality of things, but that
equality was simply the term used for exchangeability. The intensity of
demand by itself does not necessarily increase the economic value of objects;
since value is expressed only through exchange, demand can affect the value
only to the extent that it modifies exchange. Even though I crave an object
this does not determine its equivalent in exchange. Either I do not yet
possess the object, in which case my desire for the object, unless I express
it, will not exert any influence upon the demand of the present owner and
he will ask a price in accordance with his own or the average interest in the
object; or I do possess the object, and in that case my price may be so high
that the object cannot be exchanged at all (i.e. it is no longer an economic
value), or else I shall have to reduce the price to correspond with the degree
of interest shown by a prospective buyer. The decisive fact is that practical
economic value is never just value in general, but is by its very nature a
definite sum of value; that this sum results from the measurement of two
intensities of demand; that the form that this measurement takes within the
economy is the exchange of sacrifice and gain; and that, consequently, the
economic object does not have — as seems at first sight — an absolute value
as a result of the demand for it, but the demand, as the basis of a real or
imagined exchange, endows the object with value.

The relativity of value — as a result of which objects in demand become
values only through the process of mutual exchange — seems to suggest that
value is nothing more than the price, and that no differences in their level
can exist; in which case, the frequent discrepancy between price and value
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would refute the theory. But the theory claims that value would never have
been established without the general phenomenon that we call price. That
an object is economically valuable means that it is of value to me, that I am
willing to give something for it. A value can become practically effective
only by being equivalent to other values, i.e. by being exchangeable.
Equivalence and exchangeability are reciprocal notions, which express the
same state of affairs in two different forms, in a condition of rest and in
motion, so to speak. What could possibly motivate us to endow objects,
beyond the naive subjective enjoyment that they afford, with the peculiar
significance that we call value? It cannot be due simply to their scarcity. For
if" scarcity existed simply as a fact that we could not alter — as in reality
we do not only by productive work but also by changes of ownership — we
should accept it as a natural quality of the external world, of which we
might not even be aware and which would leave objects without any
emphasis beyond their factual qualities. This emphasis arises from the fact
that objects have to be paid for by the patience of waiting, the effort of
searching, the exertion of labour, the renunciation of other things in
demand. Without a price —in the most general meaning of the word — there
is no value. A belief of some South Sea Islanders expresses this feeling in a
naive way: the cure prescribed by a doctor will not take effect unless he is
paid. The fact that one of two objects is more valuable than the other is
represented only by the fact that a person is willing to exchange one for the
other but not vice-versa. Where practical relationships are still simple and
limited in scale, a higher or lower value can only be the consequence or
expression of the direct practical will to exchange. And when we say that
we have exchanged things because they are of equal value, that is only an
example of a frequent conceptual-linguistic reversal, as in the case where
we believe that we love somebody because he has certain qualities, whereas
we have granted him these qualities because we love him; or where we
derive moral imperatives from religious dogmas, whereas we actually
believe in the dogmas because the moral imperatives vitally concern us.

In conceptual terms, price coincides with the economically objective
value; without price it would be impossible to draw the dividing line between
objective value and the subjective enjoyment of goods. From the standpoint
of the contracting subjects, the statement that exchange presupposes equality
of values is not correct. A and B may exchange their possessions o and 3
because they are of equal value. But A would not have any reason to give away
a if he received only an equal value by acquiring 8. 3 must be a greater value
for him than o which he owned before; similarly B must gain more than he
loses by the exchange. If, therefore, 8 is more valuable than a for A and a is
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more valuable than f for B, the differences objectively balance each other as
far as an observer is concerned. But this equality of values does not exist for
the contracting party who receives more than he gives away. If, nevertheless,
he is convinced that he has made a fair deal and has exchanged equal values,
this should be stated, in respect of A, as follows: objectively, he has given an
equivalent to B, the price (a) for the object (3), but subjectively the value of
B is greater for him than the value of .. But the sense of value that A attaches
to P is a unit, and the dividing line between the objective value and the
subjective surplus is no longer perceptible. Only the fact that the object is
exchanged, that it is a price and costs a price, draws this line and determines
the quantum of subjective value with which the object enters the process of
exchange as an objective value.

Another observation also demonstrates that exchange is in no way condi-
tioned by a preceding representation of the objective equality of values. If
one watches how children, impulsive individuals and apparently also prim-
itive peoples, carry out exchange, it is apparent that they will give away any
treasured property for an object that they strongly desire to own at a given
moment, regardless of whether the price is much too high in the general
estimation or even for themselves when they have had an opportunity to
think the matter over calmly. This contradicts the notion that every exchange
must be consciously advantageous to the subject. This is not the case, because
the whole action lies subjectively beyond the question of equality or
inequality of the objects exchanged. The idea that a balancing of sacrifice
and gain precedes the exchange and must have resulted in an equilibrium
between them is one of those rationalistic platitudes that are entirely unpsy-
chological. This would require an objectivity towards one’s own desires of
which the people I have just discussed are incapable. The uneducated or
prejudiced person cannot detach himself sufficiently from his momentary
interests to make a comparison; at the particular moment he just wants that
one object, and the sacrifice of the other object does not strike him as a
reduction of the desired gratification, i.e. as a price. In view of the thought-
lessness with which naive, inexperienced and impulsive people appropriate
the desired object ‘at any price’, it seems much more probable that the idea
of equality is a product of the experience of many exchanges carried out
without any proper balancing of gain and loss. The exclusive desire obsessing
the mind has first to be pacified by successful acquisition of the object
before a comparison with other objects is possible. The tremendous differ-
ence in emphasis between momentary interests and all other ideas and valu-
ations which prevails in the untrained and unbridled mind allows exchange
to take place before any judgment of value, i.e. of the relation between
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various desired objects, has been made. When value concepts are highly
developed and a reasonable self-control prevails, a judgment as to the
equality of values may precede exchange, but this should not be allowed to
obscure the probability that the rational relation — as is so often the case —
has evolved from a psychologically opposite relation, and that the exchange
of possessions originating from purely subjective impulses has only later
taught us the relative value of things. (In the realm of the mind too mpdg
nuag is at first pooeL.)

Value and price

Value is, so to speak, the epigone of price, and the statement that they must
be identical is a tautology. I base this view upon the earlier statement that in
any individual case no contracting party pays a price that seems to be too
high under the given circumstances. If — as in the poem by Chamisso — the
robber forces someone at pistol point to sell his watch and rings for three
pennies, what he receives under these conditions is worth the price, since it
is the only way to save his life. Nobody would work for starvation wages if
he were not in a situation in which he preferred such wages to not working
at all. The apparent paradox of the assertion that value and price are equiva-
lent in every individual case results from the fact that certain ideas concerning
other equivalents of value and price are introduced into it. The relative
stability of the conditions that determine the majority of exchanges, and
also the analogies that fix the value relationship according to traditional
norms, contribute to the notion that the value of a particular object requires
as its exchange equivalent another specific object; that these two objects (or
categories of objects) have equal value, and that, if abnormal circumstances
allow us to exchange an object at a lower or higher value, then value and
price would diverge, even though they always coincide in relation to the
specific circumstances. One should not forget that the objective and just
equivalence of value and price, which we regard as the norm for actual
particular cases, is valid only under specific historical and technical condi-
tions and collapses immediately with a change in these conditions. There is
no general distinction but only a numerical difference between the norm
and the individual cases which are recognized as deviating from or
conforming with the norm. One might say of an extraordinarily superior or
inferior individual that he is really not a human being, but this concept of a
human being is no more than an average which would lose its normative
status as soon as a majority of people rose or fell to the level of one of these
exceptional types, which would then be accepted as the truly ‘human’. In
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order to realize this fact, however, we have to free ourselves from deeply
rooted and practically justified notions of value. Under advanced condi-
tions, these notions encompass two superimposed layers: one of which is
formed by social traditions, by habitual experiences, by apparently logical
necessities, the other by individual situations, by momentary needs, and by
the force of circumstances. The rapid changes within this latter sphere
conceal from our perception the slow evolution of the former sphere and its
formation by the sublimation of the latter. The second sphere then appears
to be empirically valid as the expression of an objective proportion. The
discrepancy between value and price is cited whenever the values of sacri-
fice and gain exchanged in given circumstances are at least equal — for
otherwise nobody who compares at all would make the exchange — but are
discrepant when measured in more general terms. This is most obvious
under two conditions, which are usually found together: first, that a single
value-characteristic is accepted as the economic value and that two objects
are acknowledged as equal values only to the extent that they represent the
same amount of that value; and second, that a definite proportion between
two values is seen as proper, in moral as well as in objective terms. The idea,
for instance, that the essential feature of value is the socially necessary labour
time objectified in it has been used in both these senses to provide a measure
of the deviation of value from price. But the concept of this uniform standard
of value does not answer the question of how labour power itself became a
value. This could not have happened unless the activity of labour in
producing all kinds of goods had given rise to the possibility of exchange,
and the exertion of labour had been experienced as a sacrifice offered in
return for its products. Labour power, too, enters the category of value only
through the possibility and reality of exchange, regardless of the fact that
subsequently it may provide a standard for measuring other values within
this category. Even if labour power is the content of every value, it receives
its form as value only by entering into a relation of sacrifice and gain or
price and value (here in the narrower sense). According to this theory,
if price and value diverge, one contracting party exchanges a quantity of
objectified labour power against a smaller quantity; but this exchange is
affected by other circumstances which do not involve labour power, such as
the need to satisfy urgent wants, whims, fraud, monopoly, etc. In a broader
and subjective sense, the equivalence of the values exchanged is maintained
here, whereas the uniform norm of labour power, which makes possible the
discrepancy, does not originate in exchange.

The qualitative distinctness of objects, which means, subjectively, that
they are in demand, cannot claim to bring about an absolute value quantity;
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it is always the interrelation of demands, realized in exchange, that gives
economic value to objects. This relativity is more clearly illustrated by the
other constitutive element of value — relative scarcity. Exchange is only the
inter-individual attempt to improve the conditions that result from the scar-
city of goods; that is, the attempt to reduce subjective needs by changes in
the distribution of the given supply. This already indicates a general correla-
tion between what is called scarcity value (which has been legitimately
criticized) and what is called exchange value. But here it is more important
to see the opposite relationship. I have already emphasized that the scarcity
of goods would hardly bring about valuation unless it were alterable by
human effort. This is possible only in two ways; either by the application of
labour power, which increases the supply of goods, or by the offer of goods
already possessed, which would eliminate the scarcity of the object in
demand. It may be stated, therefore, that the scarcity of goods conditions
exchange objectively in relation to the demand for those goods, and that
only exchange makes scarcity an element in value. It is a mistake in many
theories of value that, on the basis of utility and scarcity, they conceive
economic value — the exchange transactions — as something obvious, as the
conceptually necessary consequence of these premises. This is not at all
correct. If these premises resulted in ascetic renunciation or in fighting and
robbery — as, in fact, is often the case —no economic value or economic life
would develop.

Ethnology reveals the astounding arbitrariness, instability and inadequacy
of value concepts in primitive culture as soon as anything other than the
most urgent present needs is in question. There is no doubt that this comes
about as a consequence of, or at least in association with, the primitive
man’s distaste for exchange. Various reasons have been advanced for this:
that he is always afraid of being cheated in exchange, in the absence of any
objective and general standard of value; or that he may surrender a part of
his personality and give evil powers dominion over him, because the
product of labour is always created by and for himself. Perhaps the primitive
man’s distaste for work originates from the same source. Here, too, a reliable
standard for exchange between effort and result is lacking; he is afraid that
he will be cheated by nature, the objectivity of which confronts him as an
unpredictable and frightening fact until such time as he can establish his
own activity as objective, in a regular and verified exchange with nature.
Being submerged in the subjectivity of his relationship to the object,
exchange — with nature or with other individuals — which coincides with
the objectification of things and their value, appears inopportune to him. It
is as though the first awareness of the object as such produced a feeling of
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anxiety, as if a part of the self had become detached. This also explains the
mythological and fetishistic interpretation of the object, an interpretation
that, on the one hand, hypostatizes this anxiety and makes it comprehen-
sible to primitive man, and on the other hand assuages it by humanizing the
object and thus reconciling it with man’s subjectivity. This situation explains
a series of other phenomena. First, the general acceptance and approval of
robbery, as the subjective and normatively unregulated seizure of what is
immediately desired. Long after the time of Homer, piracy continued to be
regarded, in the backward agricultural areas of Greece, as legitimate busi-
ness, and some primitive people consider violent robbery more noble than
honest payment. This is also understandable; for in exchanging and paying
one is subordinated to an objective norm, and the strong and autonomous
personality has to efface himself, which is disagreeable. This also accounts
for the disdain of trade by self-willed aristocratic individuals. On the other
hand, exchange favours peaceful relations between men because they then
accept a supra-personal and normative regulation.

There are, as one might expect, a number of intermediate phenomena
between pure subjectivity in the change of ownership, exemplified by
robbery or gifts, and objectivity in the form of exchange where things are
exchanged according to the equal value they contain. This is exemplified by
the traditional reciprocity in making gifts. The idea exists among many
people that a gift should be accepted only if it can be reciprocated, that is,
so to speak, subsequently acquired. This leads on directly to regular exchange
when, as often occurs in the Orient, the seller gives the object to the buyer
as a ‘present’, but woe to him if he does not make a corresponding present
in exchange. Work given freely in case of urgent need, the co-operation of
neighbours or friends without payment, such as is found everywhere in the
world, also has its place here. But usually these workers are lavishly enter-
tained and, whenever possible, given a feast; and it is reported of the Serbs,
for instance, that only well-to-do people could afford to call upon such
voluntary workers. It is true that even now in the Orient, and even in Italy,
the concept of a fair price which imposes limits to the subjective advantages
of either buyer or seller does not exist. Everyone sells as dearly and buys as
cheaply as he can; exchange is simply a subjective action between two
persons, the result of which depends only upon the shrewdness, the eager-
ness and the persistence of the two parties, not upon the object and its
supra-individually determined relation to the price. A Roman antique dealer
explained to me once that a deal is successfully transacted when the seller
who is asking too much and the buyer who is offering too little eventually
meet each other at a point acceptable to both. Here one sees clearly how an
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objectively appropriate price emerges from the bargaining between subjects,
the whole process being a vestige of pre-exchange conditions in a predom-
inantly, but not yet completely, exchange economy. Exchange already exists
as an objective action between values, but its execution is still subjective and
its mode and quantities depend exclusively upon a relation between personal
qualities. Here, probably, we find the ultimate reason for the sacred forms,
the legal regulation and the protection by publicity and tradition which
accompanied mercantile transactions in early cultures. It was a way of tran-
scending subjectivity to meet the demands of exchange, which could not
yet be established by real relations between the objects. So long as exchange,
and the idea of value-equality between things, were quite novel, it was
impossible to reach an agreement when two individuals had to make the
decision themselves. Consequently, we find well into the Middle Ages not
only public exchange transactions, but more specifically a precise regulation
of the rates of exchange of customary goods which none of the contractors
could disregard. It is true that this objectivity is mechanical and external,
based upon reasons and forces that lie outside the particular exchange trans-
action. A really adequate objectivity discards such a priori determination, and
includes in the calculation of exchange all those particular circumstances
that, in this case, are disregarded. But the intention and the principle are the
same: the supra-subjective determination of value in exchange, which is
later established by more objective and immanent means. The exchange
carried on by free and independent individuals presupposes a judgment by
objective standards, but in an earlier historical stage exchange had to be
fixed and guaranteed by society, because otherwise the individual would
lack any clue as to the value of the objects. Similar reasons may have been
influential in the social regulation of primitive labour, which demonstrates
the equality between exchange and labour or, more accurately, the subordi-
nation of labour to exchange. The multiple relations between what is
objectively valid — both practically and theoretically — and its social signifi-
cance and acceptance often appear historically in the following manner.
Social interaction, diffusion and standardization provide the individual with
the dignity and reliability of a style of life which is later confirmed as being
objectively just. Thus, the child does not accept an explanation on the basis
of inner reasons, but because he trusts the person who explains the situa-
tion; he believes not in something but in somebody. In matters of taste we
depend upon fashion, that is upon a socially accepted way of doing and
appreciating things, until such time, late enough, as we learn to judge the
object itself aesthetically. Thus the need for the individual to transcend
the self'and so gain a more than personal support and stability becomes the
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power of tradition in law, in knowledge and in morality. This indispensable
standardization, which transcends the individual subject but not yet subjects
in general, is slowly replaced by a standardization that evolves from the
knowledge of reality and from the acceptance of ideal norms. That which is
outside ourselves, which we need for our orientation, takes the more easily
acceptable form of social universality before we are confronted with it as the
objective certainty of reality and of ideas. In this sense, which applies to
cultural development as a whole, exchange is originally determined by
society, until such time as individuals know the object and their own valua-
tions well enough to decide upon rates of exchange from case to case. This
suggests that the socially and legally established prices that control transac-
tions in all primitive cultures are themselves only the outcome of many
single-exchange transactions which previously occurred in an unregulated
way between individuals. But this objection has no greater validity in this
case than in the case of language, mores, law, religion; in short, all the basic
forms of life that emerge and dominate within the group, and that for a long
time appeared to be explicable only as the invention of individuals. In fact it
is certain that, from the outset, they evolved as inter-individual structures,
in the interaction between the individual and the multitude, so that their
origin cannot be attributed to any single individual. I consider it quite
possible that the precursor of socially regulated exchange was not indi-
vidual exchange but a change in ownership, which was not exchange at all
but was, for instance, robbery. In that case inter-individual exchange would
have been simply a peace treaty and both exchange and regulated exchange
would have originated together. An analogous case would be that of the
capture of women by force preceding the exogamic peace treaty with neigh-
bours which regulates the purchase and exchange of women. This newly
introduced form of marriage is immediately established in a form that
constrains the individual. It is quite unnecessary that particular free contracts
of the same kind should precede it; on the contrary, social regulation
emerges together with the type. It is a prejudice to assume that every socially
regulated relationship has developed historically out of a similar form which
is individually and not socially regulated. What preceded it may have been a
similar content in a totally different form of relationship. Exchange tran-
scends the subjective forms of appropriation such as robbery and gifts — just
as presents to the chief and the fines that he imposes are the first steps
towards taxation — and so exchange is socially regulated in the first possible
form of supra-subjectivity which then leads to real objectivity. Social stand-
ardization is the first step towards that objectivity in the free exchange of
property between individuals which is the essence of exchange.
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It follows from all this that exchange is a sociological phenomenon sui
generis, an original form and function of social life. It is in no way a logical
consequence of those qualitative and quantitative aspects of things that are
called utility and scarcity which acquire their significance for the process of
valuation only when exchange is presupposed. If exchange, that is the will-
ingness to sacrifice one thing in order to acquire another, is precluded, then
no degree of scarcity of the desired object can produce an economic value.
The significance of the object for the individual is always determined by the
desire for it, and its utility depends upon the qualities that it has; if we already
possess the object, then its significance is not affected at all by whether there
exist many or few or no other specimens of its kind. (I leave aside here those
cases in which scarcity itself becomes a quality of the object, thus making it
desirable, as for example postage stamps, curios and antiques which have no
aesthetic or historical value.) The sense of difference that is necessary for
enjoyment may, of course, depend upon the scarcity of the object, that is
upon the fact that it cannot be enjoyed everywhere and at any time. However,
this inner psychological condition of enjoyment does not have any practical
effects since, if it had, it would result in the perpetuation or increase of scar-
city, which, as experience shows, does not occur. What concerns us here,
aside from the direct enjoyment of the quality of objects, is the means by
which it is accomplished. If the process is long and complicated, requiring
sacrifices in the shape of deferment, disappointment, work, inconvenience
and renunciations, we call the object ‘scarce’. One might formulate it in this
way: objects are not hard to get because they are scarce, rather they are scarce
because they are hard to get. The inflexible external fact that the supply of
some goods is too small to satisfy the desires of all of us is by itself insignifi-
cant. There are many things that are actually scarce, which are not scarce in
the economic sense. Whether they are scarce in the latter sense is determined
by the degree of strength, patience and sacrifice that is necessary to acquire
them by exchange — and such sacrifice presupposes a demand for the object.
The difficulty of acquisition, the sacrifice offered in exchange, is the unique
constitutive element of value, of which scarcity is only the external manifes-
tation, its objectification in the form of quantity. It is often overlooked that
scarcity is only a negative condition, which characterizes being through
non-being. Non-being, however, cannot have any effect; every positive result
must be initiated by a positive quality and force, of which the negative is
only the shadow. These positive forces are obviously those that are involved
in exchange. Their positive character should be regarded as being dissociated
from the fact that it is not attached to the individual. The relativity of
things has the singular characteristic of going beyond individual cases, and
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subsisting only in multiplicity, yet being something other than a mere
conceptual generalization and abstraction.

The profound relationship between relativity and socialization, which is a
direct demonstration of relativity for which mankind presents the material, is
illustrated here: society is a structure that transcends the individual, but that is
not abstract. Historical life thus escapes the alternative of taking place either in
individuals or in abstract generalities. Society is the universal which, at the
same time, is concretely alive. From this arises the unique significance that
exchange, as the economic-historical realization of the relativity of things, has
for society; exchange raises the specific object and its significance for the indi-
vidual above its singularity, not into the sphere of abstraction, but into that of
lively interaction which is the substance of economic value. No matter how
closely the inner nature of an object is investigated, it will not reveal economic
value which resides exclusively in the reciprocal relationship arising between
several objects on the basis of their nature. Each of these relations conditions
the other and reciprocates the significance which it receives from the other.

Before developing the concept of money as the incarnation and purest
expression of the concept of economic value, it is necessary to show the
latter as part of a theoretical world view, in terms of which the philosophical
significance of money can be understood. Only if the formula of economic
value corresponds to a world formula can its highest stage of realization —
beyond its direct appearance or rather through this very appearance — claim
to contribute to the interpretation of existence.

Economic value and a relativistic world view

We usually systematize our disorderly, fragmentary and confused first percep-
tions of an object by distinguishing a stable and essential substance from the
flux of movements, colours and accidents that leave the essence unchanged.
This articulation of the world as a stable core within fleeting appearances, and
the accidental manifestations of enduring bearers of such appearances, grows
into a contrast between the absolute and the relative. Just as we think that we
can find within ourselves a being whose existence and character is centred in
ourselves, a final authority which is independent of the outside world; and just
as we distinguish this being from the existence and character of our thoughts,
experiences and development which are real and confirmable only through
relations with others — so we seek in the world substances, entities and forces
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whose being and significance rest exclusively within them. We distinguish
them from all relative existences and occurrences — from all those that are what
they are only through comparison, contact or the reactions of others. Our
physical-psychological inclination and our relationship to the world deter-
mine the direction in which this opposition develops. Even though motion and
quiescence, external activity and inner contemplation may be interconnected
so that they gain importance and significance only through each other, we
nevertheless consider one of this pair of opposites — quiescence, substance, the
inner stability of our life’s content — as the essentially valuable and definitive in
contrast with what is changing, restless, external. Consequently, the goal of our
thoughts is to find what is steadfast and reliable behind ephemeral appearances
and the flux of events; and to advance from mutual dependence to self-suffi-
ciency and independence. In this way we attain the fixed points that can guide
us through the maze of phenomena, and that represent the counterpart of
what we conceive in ourselves as valuable and definitive. To begin with an
obvious example of this tendency: light is regarded as a fine substance
emanating from bodies, heat as a substance, physical life as the activity of
material living spirits, psychological processes as being supported by a specific
substance of the soul. The mythologies that posit a thunderer behind the
thunder, a solid substructure below the earth to keep it from falling or spirits
in the stars to conduct them in their celestial course — all these are searching for
asubstance, not only as the embodiment of the perceived qualities and motions,
but as the initial active force. An absolute is sought beyond the mere relation-
ships between objects, beyond their accidental and temporal existence. Early
modes of thought are unable to reconcile themselves to change, to the coming
and going of all terrestrial forms of physical and mental life. Every kind of
living creature represents to them a unique act of creation; institutions, forms
of living, valuations have existed eternally and absolutely as they exist today;
the phenomena of the world have validity not only for man and his organized
life, but are in themselves as we perceive them. In short, the first tendency of
thought, by which we seek to direct the disorderly flow of impressions into a
regular channel and to discover a fixed structure amidst their fluctuations, is
focused upon the substance and the absolute, in contrast with which all partic-
ular happenings and relations are relegated to a preliminary stage which the
understanding has to transcend.

The epistemology of a relativistic world view

The examples given indicate that this trend has been reversed. Whereas almost
all cultures originally took such an approach, the basic tendency of modern
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science is no longer to comprehend phenomena through or as specific
substances, but as motions, the bearers of which are increasingly divested of
any specific qualities; and it expresses the qualities of things in quantitative, i.e.
relative, terms. Science posits, instead of the absolute stability of organic,
psychic, ethical and social forms, a ceaseless development in which each
element has a restricted place determined by the relationship to its own past
and future. It has abandoned the search for the essence of things and is recon-
ciled to stating the relationships that exist between objects and the human
mind from the viewpoint of the human mind. That the apparent stability of the
earth is not only a complicated movement, but that its position in the universe
is established by a mutual relationship to other masses of matter, is a very
simple but striking case of the transition from the stability and absoluteness of
the world’s contents to their dissolution into motions and relations.

But all this, even if carried to its conclusion, would still allow, or even
require, a fixed point, an absolute truth. Cognition itself, which accomplishes
that dissolution, seems to elude the flux of eternal change and the merely
relative determination of its content. The dissolution of the absolute objec-
tivity of what is cognized into modes of apprehension that are valid only for
the human mind, presupposes an ultimate point somewhere that cannot be
derived from anything else. The flux and the relativity of psychic processes
cannot affect those presuppositions and norms according to which we decide
whether our cognitions have this or that character. The merely psychological
derivation, to which all absolutely objective knowledge is supposed to be
reduced, depends nevertheless upon certain axioms which cannot have a
merely psychological significance if we are to avoid moving in a vicious circle.
This is not only a point of the greatest importance for the general view of
things on which the following discussion is based, but also provides a model
for many particular aspects, and it deserves closer scrutiny.

There is no doubt that the truth of any statement can be known only on the
basis of criteria that are completely certain and general. Such criteria may be
limited to specific areas and may be legitimated by higher-level criteria, in such
fashion that a hierarchical series of cognitions is constructed, the validity of
each one depending upon the preceding one. However, if this series is not to
be suspended in the air — and indeed, for it to be possible at all — it must have
somewhere an ultimate basis, a supreme authority, which provides legitima-
tion to other members of the series without needing legitimation itself. This is
the scheme into which our empirical knowledge has to be integrated, and
which relates all limited and relative knowledge to knowledge that is no longer
conditional. Yet we shall never know what this absolute knowledge is. Its real
content can never be established with the same certainty as can its general, so
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to say, formal existence, because the process of incorporation within a higher-
level principle, the attempt to find an antecedent for what appeared to be the
ultimate principle, is endless. No matter what proposition we have discovered
as the ultimate one, standing above the relativity of all other propositions, it
remains possible that we shall recognize this one too as being merely relative
and conditioned by a superior one. This possibility is a positive challenge,
which the history of thought has illustrated many times. Somewhere knowl-
edge may have an absolute basis, but we can never state irrevocably where this
basis is; consequently, in order to avoid dogmatic thought, we have to treat
each position at which we arrive as if it were the penultimate one.

The sum of knowledge does not thereby become tainted with scepticism.
It is just as great a mistake to confuse relativism with scepticism as it was to
accuse Kant of scepticism because he treated time and space as conditions of
our experience. Both standpoints lend themselves to such a judgment if their
opposite is accepted outright as the absolutely correct picture of reality, so that
every theory that negates this then appears as a perturbation of ‘reality’. If the
concept of relativity is constructed in such a way that it requires an absolute,
it is impossible to eliminate the absolute without self-contradiction. However,
the course of our investigation will show that an absolute is not required
as a conceptual counterpart to the relativity of things. Such a postulate
involves a transfer from the sphere of empirical circumstances — where, indeed
a ‘relation’ between elements which stand outside any such relation and
in that sense are ‘absolute’ — to a sphere that concerns the basis of all empiri-
cism. If we admit that our knowledge may have somewhere an absolute
norm, a supreme authority that is self-justifying, but that its content remains
in constant flux because knowledge progresses and every content attained
suggests another which would be more profound and more appropriate for
the task, this is not scepticism; any more than it is scepticism when we admit,
as is generally done, that while natural phenomena are subject to universal
laws, these laws have to be corrected continually as our knowledge increases,
that their content is always historically conditioned, and that they lack the
absolute character that the concept implies. Equally, the ultimate presupposi-
tions of perfected knowledge cannot be regarded as merely conditioned, and
only subjectively or relatively true, but every single presupposition that is
available at any particular moment should and must be so regarded.

The construction of proofs in infinite series

The fact that every conception is true only in relation to another one — even
though the ideal body of knowledge, infinitely remote from us, may include
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an unconditioned truth — indicates a relativism in our behaviour that also
extends to other areas. It is possible that norms of practical activity exist for
human sociation which, recognized by a superhuman mind, might be
called the absolute and eternal right. This would have to be a causa sui in law,
i.e. it would have to be self-legitimating, for if its legitimacy were derived
from a superior norm the latter would be the absolute determining factor
of the law as valid under any circumstances. There is, in fact, no single
legal rule that could claim to be absolutely unalterable; each has only the
temporary validity that changing historical circumstances allow. If the legal
content is legitimate and not arbitrary, its validity derives from a previously
existing legal norm which justifies the setting aside of the former legal
content in the same manner as it previously upheld it. Every judicial system
contains in itself forces — ideal as well as external — that make for its own
alteration, extension or abolition. Thus, for example, the law that assigns
legislative power to parliament not only provides the legitimate basis of law
A, which abolishes law B enacted by the same parliament, but also makes it
a legal act for the parliament to delegate legislative power to another body.
This means, regarded from the other side, that the worth of every law
depends upon its relation to another law; no law has worth by itself. Just as
new and even revolutionary knowledge can be demonstrated only by means
of the content, axioms and methods of previous knowledge — though an
original truth, which cannot be demonstrated and the self-sufficient
certainty of which we shall never be able to attain, has to be assumed — so
we lack a self-subsistent right, although the conception of it hovers above
the series of relative legal rules, each dependent upon legitimation by
another rule. To be sure, our knowledge rests upon first principles which
cannot be proved at any given time, because without these we should not
arrive at the relative series of derived proofs; but they do not possess the
logical dignity of being demonstrated. They are not true in the same sense
as that which has been proved, and our thinking accepts them as ultimate
points only until it reaches a higher stage at which that which was accepted
as axiomatic can be demonstrated. Correspondingly, there are, of course,
absolutely and relatively pre-legal conditions, in which an empirical right is
established by force or other means. This right, however, is not established
legally; it is accepted as law as soon as it exists, but its existence is not a legal
fact. It lacks entirely the dignity of that which is based upon law. In fact,
every power that establishes such a non-legal right strives for its legitima-
tion or for the fiction of legitimacy, as if in homage to that absolute right,
which lies beyond all relativity and is unaffected by it, but which is symbol-
ized for us only by deducing every existing legal rule from a preceding one.
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But even if this infinite regress did not still establish our knowledge as
conditioned, it would be accomplished perhaps in another fashion. If the
proof of a statement is traced to its foundations and these again to theirs,
etc., it becomes evident, often enough, that the proof is only possible, i.e.
itself provable, if the original statement itself'is assumed to be demonstrated.
In any individual case, this renders the deduction illusory since it involves
circular reasoning, but it is not inconceivable that our knowledge, taken as
a whole, is imprisoned within this pattern. If one considers the vast number
of hierarchically ordered presuppositions, stretching into infinity, upon
which all particular knowledge depends, it seems actually possible that the
statement A is proved by the statement B, and the statement B through
the truth of C, D, E, etc., until finally it can only be proved by the truth of A.
The chain of reasoning C, D, E needs only to be sufficiently long so that the
return to the starting point cannot be imagined, just as the size of the earth
conceals its global form and gives us the illusion of being able to advance
straight into the infinite. The interrelationship that we assume in our knowl-
edge of the world — that from every point we can attain by demonstration
every other point — seems to make this plausible. If we do not want to
remain dogmatically once and for all with a single truth that needs no proof,
it is easy to assume that this reciprocity of proofs is the basic form of knowl-
edge, conceived in its perfect state. Cognition is thus a free-floating process,
whose elements determine their position reciprocally, in the same way as
masses of matter do by means of weight. Truth is then a relative concept like
weight. It is then perfectly acceptable that our image of the world ‘floats in
the air’, since the world itself does so. This is not an accidental coincidence
of words but an allusion to a basic connection. The inherent necessity for
our minds to know the truth by proofs either removes the discovery of
truth to infinity, or leads it into a circle, so that one statement is true only in
relation to another one; this other one, however, eventually only in relation
to the first. The totality of our knowledge would then be as little ‘true’ as
would the totality of matter be ‘heavy’. The qualities that could be asserted
validly about the interrelationship of the parts would lead to contradictions
if asserted about the whole.

This reciprocity, in which the inner elements of cognition authenticate
the meaning of truth for each other, appears to be upheld by another form
of relativity, that between the theoretical and the practical interests of our
life. We are convinced that all representations of what exists are functions of
a specific physical and psychological organization which do not mirror the
outside world in any mechanical way. The images of the world of an insect
with its mosaic eyes, of an eagle with its almost inconceivably keen sight, of
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an olm with its buried, functionless eyes, of ourselves and of innumerable
other species, must be profoundly different from each other; and we must
conclude that none of them reproduces the content of the external world in
its inherent objectivity. Nevertheless these representations, which have been
characterized at least negatively, form the presuppositions, the material and
the directives for our practical activity, through which we establish a rela-
tionship with the world as it exists in relative independence of our subjec-
tively determined representation. We expect certain reactions to our actions,
and these usually occur in an appropriate way, i.e. one that is useful to us.
The same is true of nature’s reaction to animal behaviour, which is deter-
mined by totally different pictures of the very same world. It seems to me to
be a very striking fact that actions carried out on the basis of representations
that are not at all identical with objective being nevertheless secure results
of a reliability, expediency and accuracy that could hardly be greater if we
knew the objective conditions as they are in themselves, whereas other
activities based on ‘false’ representations tend to injure us. We can also see
that animals too are subject to deceptions and to corrigible misconceptions.
What, then, does ‘truth’ mean, when it is totally different for animals and
for ourselves, does not correspond with objective reality and yet leads to the
expected consequences with as much certainty as if it did so correspond?
This seems to me explicable only by the following assumption. The differ-
ence in organization requires that each species, in order to survive and to
attain its essential aims in life, must behave in a way that is distinctive
and different from that of other species. Whether an action guided by a
representation will have useful consequences cannot be determined by the
content of this representation, even though it might correspond with abso-
lute objectivity. The result will depend entirely upon what this representa-
tion can accomplish as a real process within the organism, allied with other
physical and psychological forces and with reference to the specific needs of
life. If we assert that man sustains and supports life only on the basis of true
representations, and destroys it by false ones, what does this ‘truth’ — the
content of which is different for each species and which never reflects the
true object — mean except that some representation associated with a partic-
ular organization and its powers and needs leads to useful results? Initially,
truth is not useful because it is true, but vice-versa. We dignify with the
name of ‘truth’ those representations that, active within us as real forces or
motions, incite us to useful behaviour. Thus there are as many basically
different truths as there are different organizations and conditions of life.
The sense perception that is true for the insect would obviously not be true
for the eagle; this is because this perception, on the basis of which the insect
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acts properly in relation to inner and outer constellations, would move the
eagle, in relation to his conditions, to unreasonable and destructive action.
These perceptions do not lack normative stability; indeed, every perceiving
being possesses a generally established ‘truth’, which his representation may
grasp or miss. The law of gravitation remains ‘true’ whether or not we recog-
nize it, in spite of the fact that it would not be true for beings with a different
conception of space, different categories of thought and a different system
of numbers. The content that is ‘true’ for us has the peculiar structure of
being totally dependent on our mode of existence — since this is not shared
by other beings — but its truth-value is completely independent of its phys-
ical realization. On one side a being with its constitution and its needs, on
the other side an objective existence is given; thus it is ideally established
what is the truth for this being. Since truth for this being means the most
favourable representations, a selection takes place among its psychological
processes: those that are useful become fixed by the ordinary methods of
selection and constitute as a whole the ‘true’ world of representations. In
fact, we do not have any other definitive criterion for the truth of a repre-
sentation except that the actions based upon it lead to the desired conse-
quences. Once these modes of representation have been finally established
as expedient through selection and cultivation, they form among them-
selves a realm of theory that determines, according to inner criteria, the
inclusion or exclusion of every new representation; just as the rules of
geometry are built upon each other according to a strict inner autonomy,
whereas the axioms and the methodological norms that make this whole
structure possible cannot themselves be proved geometrically. The whole
system of geometry is not valid at all in the same sense as are its single
propositions. The latter can be proved by each other, whereas the whole is
valid only in relation to something external, such as the nature of space, our
mode of perception and the strength of our ways of thinking. Individual
judgments may support each other, since the norms and facts already estab-
lished substantiate others, but the totality of these norms and facts has
validity only in relation to specific physio-psychological organizations, their
conditions of life and the furthering of their activity.

The objectivity of truth as well as of value viewed as a
relation between subjective elements

The concept of truth as a relation of representations to each other, and not
as an absolute quality of any one of them, is also confirmed in respect of a
particular object. Kant asserts that to recognize an object means to bring
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unity into the multiplicity of perceptions. Out of the chaotic material of our
images of the world and the continuous flux of impressions, we distinguish
some as belonging together and group them in units, which we then desig-
nate as ‘objects’. An object has been perceived as soon as we have grouped
into an entity the multitude of impressions that belong together. What else
can this entity signify but the functional interdependence of those single
impressions and materials of perception? The unity of these elements is
nothing extraneous to the elements themselves; it is the persistent form of
their relationship that they represent. When I recognize the object ‘sugar’ by
forming the impressions that pass through my consciousness — white, hard,
sweet, crystalline — into a unity, this means that I conceive these contents of
perception as bound together; that under the given conditions a connection
or mutual interaction exists, that one quality exists at this point and in this
relation because the other exists, and so on reciprocally. In the same way as
the unity of the social organism, or the social organism as a unit, signifies
only the forces of attraction and cohesion among its individual members, so
the unity of the single object, the perception of which is its intellectual
realization, is only an interaction between the elements that enter into the
perception of it. In what is called the ‘truth’ of a work of art, the mutual
relationship of its elements as against its relationship to the object that it
depicts is also probably much more significant than is usually acknowl-
edged. If we disregard the portrait, where the problem is more complicated
owing to the purely individual theme, single elements in works of fine art
or of literature will not convey an impression of either truth or falsehood;
in isolation they stand outside these categories. Or looking at the matter
from the other side: the artist is free as regards initial elements from which
the work of art emerges; only after he has chosen a character, a style, an
element of colour and form, an atmosphere, do the other parts become
predetermined. They have now to meet the expectations aroused by the first
step, which may be fantastic, arbitrary and unreal. So long as the elaboration
is harmonious and consistent, the whole will produce an impression of
‘inner truth’, whether or not an individual part corresponds to outward
reality and satisfies the claim to ‘truth’ in the ordinary and substantial sense.
Truth in a work of art means that as a whole it keeps the promise which one
part has, as it were, voluntarily offered us. It may be any one part, since the
mutual correspondence of the parts gives the quality of truth to each of
them. Truth is therefore also a relative concept in the particular context of
art. It is realized as a relationship between the elements of a work of art, and
not as an exact correspondence between the elements and an external object
which constitutes the absolute norm. If the apprehension of an object means
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to apprehend it as a ‘unity’, it also means to apprehend it in its ‘necessity’.
There is a profound relationship between these two things. Necessity is a
relation through which the heterogeneity of two elements becomes a unity.
The formula of necessity is: if A exists, so does B. This necessary relation
states that A and B are the elements of a particular unit of being or occur-
rence, and ‘necessary relation’ signifies a completely coherent relation,
which is only decomposed and reconstituted by language. The unity of a
work of art is obviously exactly the same as this necessity since it develops
by the mutual conditioning of the different elements, one of which follows
necessarily if another is given, and vice-versa. Necessity is a phenomenon of
relations not only with reference to interrelated things, but in itself and
according to its concept. Neither of the two most general categories that are
the basis of our knowledge of the world, being and laws, contains necessity.
The existence of real life is not necessary in terms of any law; it would not
contradict any logical or natural law if nothing existed. It is also not ‘neces-
sary’ that natural laws exist; they are mere facts, just as being is a mere fact,
and only so far as they exist are the events subjected to them ‘necessary’.
There can be no natural law that natural laws must exist. What we call neces-
sity exists only as a relation between being and laws; it is the form of their
relation. Both are realities that are strictly independent of each other; for
being is conceivable without being subject to laws, and the system of laws
would be just as valid even if there were no corresponding being. Only if
both exist do the forms of being become subject to necessity; being and
laws are the elements of unity which we cannot apprehend directly but only
through the relation of necessity. This unity binds together being and laws;
it is inherent in neither one separately, but rules exist only because laws
exist, and give meaning and significance to the laws only because being
exists.

From another aspect bearing upon the same question, relativism with
reference to the principles of perception may be formulated in the following
way: the constitutive principles that claim to express, once and for all, the
essence of objects are transposed into regulative principles which are only
points of view in the progress of knowledge. The final, highest abstractions,
simplifications and syntheses of thought have to renounce the dogmatic
claim to be the ultimate judgments in the realm of knowledge. The assertion
that things behave in a determinate way has to be replaced, in the context of
the most developed and general views, by the notion that our understanding
must proceed as if things behave in such and such a way. This makes it
possible to express adequately the manner and method of our understanding
in its real relation to the world. There corresponds with and originates in the
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many-sidedness of our being and the onesidedness of any conceptual
expression regarding our relation to things the fact that no such expression
is universally and permanently satisfactory, but is usually complemented
historically by an opposite assertion. This produces, in many instances, an
undetermined wavering, a contradictory mixture, or a disinclination to
adopt any comprehensive principles. If the constitutive assertions that aim
to establish the essence of things are changed into heuristic assertions that
seek only to determine our methods of attaining knowledge by formulating
ideal ends, this makes possible the simultaneous validity of opposing prin-
ciples. If their significance is only methodological, they may be used alter-
natively without contradiction; there is no contradiction in changing from
the inductive to the deductive method. The true unity of apprehension is
secured only by such a dissolution of dogmatic rigidity into the living and
moving process. Its ultimate principles become realized not in the form of
mutual exclusion, but in the form of mutual dependence, mutual evocation
and mutual complementation. Thus, for example, the development of the
metaphysical world view moves between the unity and the multiplicity of
the absolute reality in which all particular perceptions are based. The nature
of our thinking is such that we strive for each of them as a definite conclu-
sion without being able to settle upon either. Only when all the differences
and variety of things are reconciled in a single aggregate is the intellectual
and emotional striving for unity satisfied. However, as soon as this unity is
attained, as in the concept of substance by Spinoza, it becomes clear that
there is nothing one can do with it in understanding the world, and that a
second principle at least is necessary in order to make it fruitful. Monism
leads on to dualism or to pluralism, but they again create a desire for unity;
and so the development of philosophy, and of individual thinking, moves
from multiplicity to unity and from unity to multiplicity. The history of
thought shows that it is vain to consider any one of these viewpoints as
definitive. The structure of our reason in relation to the object demands
equal validity for both principles, and attains it by formulating the monistic
principle of seeking to bring unity out of multiplicity so far as possible —
i.e. as if we ought to end with absolute monism — and by formulating the
pluralistic principle of not resting content with any unity, but always
searching for yet simpler elements and creative forces, i.e. as if the final
result should be pluralism. The same is the case if one explores pluralism
in its qualitative significance: the individual differentiation of things and
destinies, their separation according to quality and value. Our innermost
vital consciousness oscillates between this separateness and the solidarity
among the elements of our existence. Sometimes life only seems bearable
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by enjoying happiness and bliss in complete separation from suffering and
depression, and by keeping these rare moments free from any remembrance
of less exalted and contradictory experiences. Then again it seems more
admirable, and indeed the very challenge of life, to experience joy and
sorrow, strength and weakness, virtue and sin as a living unity, each one
being a condition of the other, each sacred and consecrating the other. We
may seldom be aware of the general principle in these opposing tendencies,
but they determine our attitude towards life in our endeavours, our aims
and our fragmentary activities. Even when a person’s character seems to be
completely oriented in one of these directions, it is constantly thwarted by
the other tendency, as diversion, background and temptation. People are not
divided into categories by the contrast between differentiation and unifica-
tion of their life experiences. This contrast exists in every individual,
although his inner-personal form evolves in interaction with his social
form, which moves between individualization and socialization. The essen-
tial point is not that these two trends constitute life, but that they are inter-
dependent in a heuristic form. It seems as if our life employs or consists of
a unified basic function which we are unable to grasp in its unity. We have
to dissect it by analysis and synthesis, which constitutes the most general
form of that contradistinction, and whose co-operation then restores the
unity of life. But the singular entity in its separateness makes an absolute
claim on us and the unity that comprehends everything singular makes the
same demand, so that a contradiction emerges from which life often suffers.
This contradiction becomes a logical contradiction since both elements
presuppose each other in their existence: neither would have any objective
meaning or intellectual interest if the other did not stand in opposition
to it. Thus the peculiar difficulty arises — as with many other contrasted
pairs — that something unconditioned is conditioned by another uncondi-
tioned item which in turn depends on the former. The fact that what we
perceive as absolute is nevertheless relative can only be resolved by admit-
ting that the absolute signifies a road stretching to infinity whose direction
is still marked out no matter how great the distance we cover.The movement
in each segment, so long as it continues, takes a course that appears to lead
to a terminal point; this sense of direction remains unchanged even if at
some point the movement assumes another direction which is subject to the
same norm.

All general and particular systems of knowledge meet in this form of the
mutual interdependence of thought processes. If one attempts to under-
stand the political, social, religious or any other cultural aspects of the
present time, this can be achieved only through history, i.e. by knowing and
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understanding the past. But this past, which comes down to us only in
fragments, through silent witnesses and more or less unreliable reports and
traditions, can come to life and be interpreted only through the experiences
of the immediate present. No matter how many transformations and quan-
titative changes are required, the present, which is the indispensable key to
the past, can itself be understood only through the past; and the past, which
alone can help us to understand the present, is accessible only through
the perceptions and sensibilities of the present. All historical images are the
result of this mutuality of interpretative elements, none of which allows the
others to come to rest. Ultimate comprehension is transferred to infinity,
since every point in one series refers to the other series for its understanding.
Psychological knowledge is a similar case. Every human being who confronts
us is only a sound-producing and gesticulating automaton for our direct
experience. We can only infer that there is a mind behind this appearance,
and what processes are going on in it, by analogy with our own mind,
which is the only mental entity directly known to us. On the other hand,
self-knowledge develops only through the knowledge of others; and the
fundamental cleavage of the self into an observed and an observing part
comes about only through the analogy of the relation between the self and
other persons. Knowledge of ourselves has therefore to find its way through
other beings, whose lives we are able to interpret, however, only from self-
knowledge. Thus, the knowledge of mental phenomena is an interplay
between the I and the You. Each refers to the other, in a constant interchange
and exchange of elements against each other, through which truth, no less
than economic value, is produced.

And finally, to take a more comprehensive view: modern idealism
produces the world from the Ego. The mind creates the world — the only
world that we can discuss and that is real for us — according to its receptivity
and its ability to construct forms. But on the other hand, this world is also
the original source of the mind. From the glowing ball of matter, which we
may conceive as the condition of the earth before there was any life, a
gradual development has resulted in the possibility of life; and these living
beings, at first purely material and without mind, have finally, in ways still
unknown, produced the mind. Considered historically, the mind with all its
forms and contents is a product of the world — of the same world which is
in turn a product of the mind because it is a world of representations. If
these two genetic possibilities are rigidly conceptualized they result in a
disturbing contradiction. This does not come about, however, if they are
regarded as heuristic principles which stand in a relationship of alternation
and interaction. Nothing prevents us from attempting to trace any existing
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state of the world to the mental conditions that have produced it as a content
of representations; just as nothing stands in the way of tracing these condi-
tions to cosmic, historical or social facts which could give rise to a mind
equipped with these powers and forms. The image of these facts, external to
the mind, may again be derived from the subjective presuppositions of
scientific and historical knowledge, and these again from the objective
conditions of their origin, and so on dd infinitum. Of course, this knowledge
is never realized in a clear-cut scheme; the two tendencies commingle in a
fragmentary, interrupted and accidental way. But the principal contradiction
is dissolved by an interpretation of both as heuristic principles; this trans-
forms their opposition into an interaction and their mutual negation into an
endless process of interaction.

I will introduce here two other examples — one very specific and the
other very general — in which relativity, i.e. the reciprocal character of the
significance of criteria of knowledge, appears in the form of succession or
alternation. The substantial interdependence of concepts and basic elements
in images of the world is frequently represented by such a rhythm of recip-
rocal alternation in time. The relationship between the historical and the
scientific method in economics can be interpreted in this fashion. It is
certainly true that every economic process can be understood only in the
context of a specific historical-psychological constellation. But such an
insight is always based upon the presupposition of definite rule-following
relationships. If we did not assume general conditions, universal drives and
regular series of effects as a basis for specific cases, there would not be any
historical explanation at all; the whole would disintegrate into a chaos of
atomized events. One may admit, nevertheless, that the universal regulari-
ties, which make the connection between the specific state or event and its
conditions possible, depend in turn upon higher laws, so that they them-
selves are valid only as historical combinations; other events and forces at an
earlier stage have shaped things in us and around us which now appear as
universally valid and which give the causal elements of a later period their
particular form. Thus, while these two methods, dogmatically stated and
each claiming objective truth for itself, enter into irreconcilable conflict and
mutual negation, they may assume an organic relationship in the form of
alternation. Each becomes a heuristic principle, i.e. each has to be substanti-
ated at every point of its application by an appeal to the other. The same is
true for the most universal opposition in the process of cognition: between
the a priori and experience. Ever since Kant we know that all experience,
except for mere sense impressions, requires definite forms, inherent in the
mind, by which the given is shaped into cognition. This a priori, which is
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brought by us to experience, must therefore be absolutely valid for all
cognition and immune to any changes or to any possibility of correction by
accidental sense experience. But the certainty that there are such norms is
not matched by an equal certainty as to what these norms are. Much that
was once considered a priori has later been recognized as an empirical and
historical construct. On the one hand, we have the task of seeking in every
phenomenon, beyond the content provided by sense impressions, the
permanent a priori norms by which it is formed; but on the other, the maxim
applies that we should attempt to trace every single a priori (but not the a
priori as such) back to its source in experience.

This mutual correspondence and dependence of methods is something
totally different from the cheap compromise attained by combining methods,
where the loss on one side is usually much greater than the gain on the other.
Here we are concerned with the possibility of giving unlimited effectiveness
to each part of the contrasted pair. And though each of these methods remains
to some extent subjective, yet together, through the relativity of their applica-
tion, they seem to express adequately the objective significance of things.
Thus they correspond to the general principle in our investigation of value:
elements, each of which is subjective in its content, can attain their present
objectivity through the form of their mutual relations. As we have seen above,
mere sensory perceptions, by being connected with each other, can indicate
or establish the object. The personality — a structure so solid that a specific
spiritual substance was made its foundation — originates, at least for empirical
psychology, through reciprocal associations and apperceptions that occur
among the individual conceptions. These occurrences, subjective and fleeting,
produce by their interactions what exists independently in none of them;
namely, the personality as an objective element of the theoretical and practical
world. So objective law develops by balancing the subjective interests and
forces of individuals, by determining their place and dimensions, and by
attaining the objective form of equity and justice through the exchange of
claims and restrictions. In this way, objective economic value also crystallized
out of subjective individual demands because the form of equality and of
exchange was available, and because these relationships had an impartiality
transcending subjectivity which the single elements lacked. Those methods of
cognition may well be subjective and heuristic; but they approach — even
though by an infinite process of evoking each other — the ideal of objective
truth by the fact that each finds its supplement and therewith its legitimation
through the other.

Truth means the relationship between representations, which may be
realized as an infinite construction, since, even if our knowledge is based
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upon truths that are no longer relative, we can never know whether we have
reached the really final stage, or whether we are again on the road to a more
general and profound conception; or it may consist in a reciprocal relation
within these systems of representations and its demonstration is also recip-
rocal. But these two processes of thought are related by a peculiar division
of functions. It is necessary to consider our mental existence under two
categories that complement each other: in terms of its content and in terms
of the process that, as an event of consciousness, carries or realizes this
content. The structure of these categories is extremely different. We must
conceive the mental process as a continuous flux, in which there are no
distinct breaks, so that one mental state passes into the next uninterruptedly,
in the manner of organic growth. The contents, abstracted from this process
and existing in an ideal independence, appear under a totally different
aspect: as an aggregate, a graduated scheme, a system of single concepts or
propositions clearly distinguished from one another. The logical connection
between any two concepts reduces the distance between them but not the
discontinuity, like the steps of a ladder that are sharply separated from each
other but yet provide the means for a continuous movement of the body.
The relation among the contents of thought is characterized by the fact that
the foundations of thought, considered as a whole, seem to move in circles,
because thought has to support itself ‘by being suspended’ and has no wod
dt® which supports it from outside. The contents of thought provide a
background to each other so that each gets its meaning and colour from the
other; they are pairs of mutually exclusive opposites and yet postulate each
other for the creation of a possible world view. Every particular content
becomes the ground of proof for the other through the whole chain of what
is knowable. The process of thinking, however, by which this relation is
psychologically accomplished, follows a direct and continuous chronolog-
ical course; it continues according to its own inner meaning, although the
death of the individual brings it to an end. The two categories of our reflec-
tion are divided into these two forms, which make knowledge illusory in
particular cases but possible in general. Knowledge follows a course of infi-
nite regress, of infinite continuity, of boundlessness, which yet is limited at
any particular moment — whereas the contents exhibit the other form of
infinity, that of the circle, in which every point is a beginning and an end,
and all the parts condition each other mutually.

The process of reciprocal verification is usually hidden from our view for
the same reason that we do not notice the reciprocal character of weight. The
great majority of our representations are taken for granted and the question
of truth is usually applied only to a particular case. A judgment is then made
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in terms of the consonance or otherwise of this instance with the aggregate
of those representations that are assumed to be already established. On
another occasion, any representation in the whole complex may become
questionable, and the one to be investigated may belong to the determinant
majority. The tremendous quantitative disproportion between the number of
representations that are questionable and those that are established also helps
to conceal the reciprocal relation. In this way, the disproportion of weights
caused us, for a long time, to notice the gravitational attraction of the earth
upon the apple but not that of the apple upon the earth. Consequently, a body
appeared to have weight as an independent quality, because only one side of
the relationship was observed. Thus, truth may come to be regarded as a
specific quality of an individual representation, because the reciprocal rela-
tion between the elements, in which the truth resides, is lost to view on
account of the infinitesimal size of the single element in relation to the sum
of representations, which are not, for the moment, in question.

The ‘relativity of truth’, in the sense that all our knowledge is partial and
corrigible, is often stated with an emphasis that is strangely disproportionate
to the obviousness of this incontrovertible fact. What we understand here by
this concept of the relativity of truth is evidently quite different: relativity is
not a qualification of an otherwise independent notion of truth but is the
essential feature of truth. Relativity is the mode in which representations
become truth, just as it is the mode in which objects of demand become
values. Relativity does not mean — as in common usage — a diminution of
truth, from which something more might have been expected; on the
contrary, it is the positive fulfilment and validation of the concept of truth.
Truth is valid, not in spite of its relativity but precisely on account of it.

The great epistemological principles suffer from the difficulty they
have — since they also are a form of knowledge — in subjecting their own
content to the judgment that they pronounce upon knowledge in general.
Thus either they are empty or they negate themselves. Dogmatism may base
the certainty of knowledge upon some criterion as upon a rock — but what
supports the rock? It must be assumed that certain knowledge is possible if
the possibility of certain knowledge is to be derived from that criterion. The
assertion of the certainty of knowledge presupposes the certainty of knowl-
edge. Similarly, scepticism may assert as uncontrovertible the uncertainty and
unreliability of all knowledge or may even assert the impossibility of any
truth — the inner contradiction in the concept of truth; but it must then
subject scepticism itself to the findings of this thinking about thought. Here,
indeed, is a vicious circle: if all knowledge is fallacious, then so is scepticism
itself, and it negates itself.
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Finally, critical philosophy may derive all objectivity, all the basic forms
of the content of knowledge from the conditions of experience, but it
cannot prove that experience itself is valid. The criticism that is levelled at
everything transcendental is based upon a presupposition, which cannot be
examined in the same critical fashion without having the ground cut away
beneath it. Epistemology here encounters a typical hazard. In analysing
itself, it judges its own case. It needs a vantage point outside itself, and is
confronted with a choice between excepting itself from the test or rule
imposed on all other knowledge, thus leaving itself open to attack from
behind; or else subjecting itself to the laws and the process which it
has discovered and thereby committing an act of circular reasoning, as is
clearly illustrated by the self-negation of scepticism. Only a relativistic epis-
temology does not claim exemption from its own principle; it is not
destroyed by the fact that its validity is only relative. For even if it is valid —
historically, factually, psychologically — only in alternation and harmony
with other absolute or substantial principles, its relation to its own opposite
is itself only relative. Heuristics, which is only the consequence or the appli-
cation of the relativistic principle to the categories of knowledge, can accept
without contradiction that it is itself a heuristic principle. The question as to
the grounding of this principle, which is not incorporated in the principle
itself, constitutes no difficulty for relativism, because the ground is removed
to infinity. Relativism strives to dissolve into a relation every absolute that
presents itself, and proceeds in the same way with the absolute that offers
itself as the ground for this new relation. This is a never-ending process
whose heuristic eliminates the alternative: either to deny or to accept the
absolute. It makes no difference how one expresses it: either that there is an
absolute but it can be grasped only by an infinite process, or that there are
only relations but that they can only replace the absolute in an infinite
process. Relativism is able to make the radical concession that it is possible
for the mind to place itself outside itself. The epistemological principles that
remained content with one concept and thus excluded the continuing
fruitful development of relations ended in self-contradiction: that the mind
is supposed to judge itself, that it is either subject to its own definitive state-
ments or exempt from them, and that equally each alternative destroys its
validity. But relativism fully accepts the fact that for every proposition there
is a higher one that determines whether this proposition is correct. But this
second proposition, the logical authority that we ourselves establish,
requires — considered as a psychological process — further legitimation by a
higher proposition for which the same process repeats itself ad infinitum
either by an alternation of the validation between two judgments, or by



VALUE AND MONEY 125

treating the same content on one occasion as psychological reality, and on
another as a logical principle. This view also removes the hazard that other
epistemological principles faced, of ending in self-negation by subjecting
themselves to their own statements. It is not correct to argue that scepticism,
by denying the possibility of truth, must itself be untrue, any more than the
pessimistic view of the wickedness of all that exists makes pessimism itself
a wicked theory. For it is, in fact, the fundamental ability of our mind to
judge itself and to establish its own law over itself. This is nothing but the
expression or expansion of the basic fact of self-awareness. Our mind has no
substantial unity, but only the unity that results from the interaction between
the subject and object into which the mind divides itself. This is not an
accidental form of the mind, which could be different without changing
our essential qualities. It is rather the decisive form of the mind. To have a
mind means nothing more than to execute this inner separation, to make
the self an object, to be able to know oneself. That there is ‘no subject without
an object, no object without a subject’ is realized first within the mind,
which raises itself as the knowing subject above itself, as the object known;
and by knowing this knowledge of itself, the life of the mind proceeds
necessarily in the progressus ad infinitum. Its actual form, its cross-section, as it
were, is a circular movement. The subject knows itself as an object and
knows the object as a subject. Relativism as an epistemological principle
proves itself by its subordination to its own principle, a process that proves
fatal to many absolute principles. Thus relativism expresses most clearly
what it is also able to perform for those other principles: the legitimation of
the mind’s capacity to judge itself, without making the process illusory no
matter what the result of this judgment may be. For this setting oneself
outside oneself appears now as the basis of the mind; the mind is subject
and object at the same time. Only if this infinite process of knowing itself
and judging itself'is cut at any one link, which then confronts all the others
as an absolute, does it become self-contradictory, in the sense that
knowledge judging itself claims exemption for itself from the content of
this judgment in order to pass judgment on it.

The relativistic view has often been considered as a degradation of the
value, reliability and significance of things, regardless of the fact that only
the naive adherence to something absolute, which is here questioned, could
put relativism in such a position. In reality, however, it is the contrary that is
true; only through the continuous dissolution of any rigid separateness into
interaction do we approach the functional unity of all elements of the
universe, in which the significance of each element affects everything else.
Consequently, relativism is closer than one is inclined to think to its extreme
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opposite — Spinoza’s philosophy — with its all-embracing substantia sive Deus.
This absolute, which has no other content than the universal concept of
being, includes in its unity everything that exists. Individual things no
longer have any existence by themselves, since all being is in reality unified
in the divine substance, just as the abstract concept of being forms a unity.
All particular continuities and substantialities, all second-order absolutes,
are so completely merged in that single absolute that one might say: all the
contents of the world view have become relativities in a monism such as
Spinoza’s. The all-embracing substance, the only absolute that remains, can
now be disregarded without thereby affecting the content of reality — the
expropriator will be expropriated, as Marx says of a process that is similar in
form — and nothing remains but the relativistic dissolution of things into
relations and processes. The interdependence of things, which relativism
establishes as their essence, excludes the notion of infinity only on a super-
ficial view, or if relativism is not conceived in a sufficiently radical way. The
contrary is indeed true: a concrete infinity seems to me conceivable only in
two ways. First, as a rising or falling series, where every link depends upon
another, and a third one is dependent upon it — as may be the case with
spatial distribution, causal transmission of energy, chronological sequences
or logical derivation. Secondly, what this series presents in an extended
form is provided in a succinct circular form by interaction. If the effect that
one element produces upon another then becomes a cause that reflects back
as an effect upon the former, which in turn repeats the process by becoming
a cause of retroaction, then we have a model of genuine infinity in activity.
Here is an immanent infinity comparable to that of the circle; for the latter
also develops only in complete mutuality, by which each part of the circle
determines the position of other parts —in contrast with other lines, which
also return to their starting point but in which every point is not deter-
mined by the interplay of all parts. If infinity is regarded as a substance, or
as the measure of an absolute, it always remains something finite though
very large. The finiteness of existence is only transcended through the condi-
tioning of every content of being by another content, which in turn is
equally conditioned — either by a third factor which undergoes the same
process or by an interaction of the two.

This may suffice by way of allusion to a philosophical standpoint which
makes possible a final uniformity of interpretation with reference to the
variety of things, and which provides a general context for the interpreta-
tion of economic value. Since the basic characteristic of all knowable
existence, the interdependence and interaction of everything, also refers to
economic value and conveys this principle of life to economic material, the
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essential quality of money now becomes comprehensible. For the value of
things, interpreted as their economic interaction, has its purest expression
and embodiment in money.

Money as the autonomous manifestation of the exchange relation

Whatever may be the historical origin of money — and this is far from being
clearly established — one fact at least is certain, that money did not suddenly
appear in the economy as a finished element corresponding to its pure
concept. Money can have developed only out of previously existing values in
such a way that the quality of money, which forms part of every exchangeable
object, was realized to a great extent in one particular object; the function of
money was at first still exercised, as it were, in intimate association with its
previous value significance. In the next chapter we shall examine whether this
genetic connection of money with a non-monetary value has been or can ever
be dissolved. At all events, there have been innumerable errors owing to the
fact that the essence and significance of money was not conceptually distin-
guished from the qualities of those values that money evolved by enhancing
one of these qualities. We shall first consider money without reference to the
material that represents it in substantial form; for the particular qualities that
the material adds to money lead to its being subsumed under those goods to
which, as money, it stands in contrast. It can be seen at first glance that money
constitutes one party, as it were, and the totality of goods bought by money
constitutes the other party; so far as its pure essence is concerned, it must be
interpreted simply as money, quite apart from all the secondary qualities that
connect it with the contrasting party.

In this sense, money has been defined as ‘abstract value’. As a visible
object, money is the substance that embodies abstract economic value, in a
similar fashion to the sound of words which is an acoustic—physiological
occurrence but has significance for us only through the representation that
it bears or symbolizes. If the economic value of objects is constituted by
their mutual relationship of exchangeability, then money is the autonomous
expression of this relationship. Money is the representative of abstract value.
From the economic relationship, i.e. the exchangeability of objects, the fact
of this relationship is extracted and acquires, in contrast to those objects, a
conceptual existence bound to a visible symbol. Money is a specific realiza-
tion of what is common to economic objects — in the language of the scho-
lastics one might call it universale ante rem, or in re or post rem — and the general
misery of human life is most fully reflected by this symbol, namely by the
constant shortage of money under which most people suffer.
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The money price of a commodity indicates the degree of exchangeability
between this commodity and the aggregate of all other commodities. If one
conceives of money in the abstract sense, independently of all the conse-
quences of its concrete representation, then a change in money price signi-
fies that the exchange relationship between the particular commodity and
the aggregate of all other commodities has changed. If the price of a quan-
tity of A rises from 1 to 2 marks, while the prices of the commodities of B,
C, D and E remain stable, this signifies a change in the relationship between
A and B, C, D and E which also could be expressed by stating that the price
of the latter had fallen, while that of A remained constant. We prefer the first
version because of its greater simplicity, just as we say, if a body changes its
position, that it has moved — for example, from east to west — whereas the
actual change could be described equally well as a change of the environ-
ment (including the observer) from west to east, while the particular body
remains still. The position of a body is not a quality of the body itself, but is
arelationship to other bodies; and in every change of position, these others,
as well as the body itself, may be regarded as the active or passive subject. In
the same way, since the value of A consists of its relation to the economic
cosmos, it would be equally justified and only less convenient to interpret
any change in the value of A as a change in B, C, D and E. This relativity, as
practised for example in barter, becomes crystallized in money as the expres-
sion of value. How this can happen, will be examined later. The statement
that the value of A is 1 mark has purified A of everything that is not economic,
i.e. not an exchange relationship to B, C, D and E. This mark, considered as
value, is the function of A detached from its carrier, in relation to the other
objects of the economy. Everything else that A may be, in itself and inde-
pendent of this relation, is irrelevant here. Every A, or A, which differs in
quality is equal to A inasmuch as its value is also 1 mark, and because it has
the same relation to quantitative exchange to B, C, D and E. Money is simply
‘that which is valuable’, and economic value means ‘to be exchangeable for
something else’. All other objects have a specific content from which they
derive their value. Money derives its content from its value; it is value turned
into a substance, the value of things without the things themselves. By subli-
mating the relativity of things, money seems to avoid relativity, just as the
norms of reality are not subject to the same relativity that dominates reality,
not in spite of but because the relations between things, in their inde-
pendent life, significance and consistency, are the content of these norms.
Everything that exists is subject to laws, but the governing laws themselves
are not subject to law. It would be to move in a circle to assume that there is
a natural law that entails natural laws. I leave it open, however, as to whether
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this circle is nevertheless legitimate because it is part of the fundamental
processes of thought to return to their origin or to aim at an end that lies in
infinity. Norms are the types and forms of relativity that develop among, and
give form to, the specific phenomena of reality — whether they are termed
ideas, as with Plato and Schopenhauer, logoi as with the Stoics, the a priori as
with Kant or stages in the development of reason as with Hegel. These norms
are not relative in the same sense as the objects subjected to them, because
they themselves present the relativity of the objects. Thus it becomes
comprehensible that money as abstract value expresses nothing but the rela-
tivity of things that constitute value; and, at the same time, that money, as
the stable pole, contrasts with the eternal movements, fluctuations and
equations of the objects. In so far as money does not accomplish this, it does
not function according to its pure concept but as a specific object coordi-
nated with all others. It would be erroneous to object that, in the business
of money-lending and foreign exchange, money is bought for money; and
that therefore money, although preserving the purity of its concept, acquires
the relativity of individual objects of value, which it was supposed not to
have but merely to represent. The fact that money expresses the value rela-
tion of valuable objects exempts it from this relation and places it in a
different order. By representing the relationship in question and its practical
consequences money itself acquires a value by which it not only establishes
a relationship to all kinds of concrete values, but can also indicate relations
among value quantities within its own domain which excludes tangible
objects. One quantum is offered as present money, another as a future
promise; one quantum is accepted in one region, the other in another —
these are modifications that produce value relationships, unaffected by the
fact that the object with whose quanta they deal represents as a whole the
relation between objects whose value significance is quite different.

Analysis of the nature of money with reference to its
value stability, its development and its objectivity

From this dual role — outside and within the series of concrete values — there
result, as I have said, innumerable difficulties in the practical and theoretical
treatment of money. To the extent that money expresses the value relation-
ship between goods, measures them and facilitates their exchange, it enters
the world of useful goods as a power of entirely different origin; either as
an abstract system of measurement or as a means of exchange which moves
between tangible objects as does ether between objects possessing weight.
In order to perform these services, which depend upon its position outside
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all other goods, money has to be a concrete or specific value itself; and by
performing these services it becomes such a value. In this manner, it
becomes one of the links and conditions in the series with which it is, at the
same time, contrasted: its value becomes dependent upon supply and
demand; its costs of production exert an influence, however slight, upon its
value; it appears in qualitatively different values; etc. The payment of interest
is a manifestation of this value which results from the functions of money.
Or from another aspect: the dual role of money consists, on the one hand,
in measuring the value relations of goods exchanged and, on the other, in
being exchanged with these goods and thus itself becoming a quantity
subject to measurement. Money is measured by the goods against which it
is exchanged and also by money itself. For not only is money paid for by
money, as the money market and interest-bearing loans show, but the money
of one country becomes the measure of value for the money of another
country, as is illustrated by foreign exchange transactions. Money is there-
fore one of those normative ideas that obey the norms that they themselves
represent. All such cases result in first-order complications and circular
movements of thought, although these can be resolved: the Cretan who
declares that all Cretans are liars, and falling under his own axiom condemns
his own statement as a lie; the pessimist who brands the whole world as
evil, so that his own theory must be so too; the sceptic who cannot maintain
the truth of scepticism because he denies all truth, etc. Thus money stands
as the measure and means of exchange above valuable objects; and because
its services initially require a valuable representative and give value to their
representative, money is ranked with those objects and is subsumed under
the norms that are themselves derived from money.

What is eventually measured as value is not money, which is merely the
expression of value, but the objects; and changes in price signify a change
in their relations to each other. Money, viewed in terms of its pure function,
has not changed its value; but a greater or lesser quantity of money reflects
that change itself, abstracted from its representatives and assuming an
independent form of expression. This condition of money is obviously the
same as what is called its lack of qualities and lack of individuality. Since
it stands between individual objects and in an equal relation to each of
them, it has to be completely neutral. Here too, money represents the
highest stage of development in a continuous series; this series is logically
difficult but of great significance for our world view, in which each link,
although formed according to the formula of the series and an expression
of its inner forces, at the same time differs from the series as a comple-
menting, controlling or opposing power. The starting point of the series is
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formed by the irreplaceable values whose specific qualities are easily
obscured by the analogy with money equivalents. There is a substitute for
most things that we own, at least in the widest sense of the word, so that the
total value of our existence would remain the same if we were to lose one
thing and gain another instead. The sum of happiness can be kept at the
same level by a variety of elements. However, in relation to certain objects
this exchangeability fails, not only because other possessions cannot give us
the same degree of happiness, but because the sense of value is tied to this
individual object, and not to happiness, the provision of which the object
shares with other objects. It is a mistaken conceptual realism — regarding the
general concept as a completely adequate representation of the particular
reality — that makes us believe that we experience the value of things by
their reduction to a general denominator of value, by reference to a centre
of value where values present themselves as quantitatively different, but
basically of the same kind. We often value the individual thing because we
want exactly this and nothing else, even though something else would
perhaps give us the same or even a greater amount of satisfaction. A high
degree of sensitivity distinguishes very precisely between the amount of
satisfaction that a certain possession provides, through which it becomes
comparable and exchangeable with other possessions, and those specific
qualities beyond its eudaemonistic effects which may make it just as valu-
able to us and in that respect completely irreplaceable. This is very well
illustrated, with slight modifications, in those cases where personal affec-
tions and experiences make a standard and interchangeable object irreplace-
able for us. An identical specimen of the same kind does not, under any
circumstances, make good the loss. This could better be accomplished by an
object belonging to a totally different category of qualities and sentiments,
which would not remind us at all of the former object or suggest any
comparison! This individual form of value is negated to the extent that
objects become interchangeable, so that money — the representative and
expression of exchangeability — is the least individual creation of our prac-
tical world. To the extent that things are exchanged for money — but
not when they are bartered — they share this lack of individuality. The
absence of any inherent worth in an object cannot be more distinctly
expressed than by substituting for it, without any sense of inadequacy, a
money equivalent. Money is not only the absolutely interchangeable object,
each quantity of which can be replaced without distinction by any other;
it is, so to speak, interchangeability personified. The two poles between
which dl values stand are: at one extreme, the absolute individual value
whose significance does not lie in any general quantity of value that could
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also be represented by another object, and whose position in our value
system could not be filled by any other object; at the other extreme, that
which is clearly interchangeable. Between these two poles things are
arranged according to the degree of their replaceability, their position being
determined by the extent to which they are replaceable and by the variety
of objects that can take their place. This can also be represented by distin-
guishing in each object the irreplaceable and the replaceable part. Most
things participate in both qualities, although we are frequently deceived
about this, on the one hand, by the volatility of our transactions, and on the
opposite side by narrow-mindedness and stubbornness. Even those things
that are purchasable and replaceable by money probably possess, upon
closer scrutiny, qualities whose value cannot be completely replaced by
other possessions. The boundaries of our practical world are shown in those
cases where one of these qualities is infinitely small: on the one hand, those
very few values upon which the individual integrity of our Ego depends,
where exchangeability is out of the question; on the other, money — the
distilled exchangeability of objects — whose absolute lack of individuality
results from the fact that it expresses the relation between things, a relation
that persists in spite of changes in the things themselves.

This ability of money to replace every specific economic value — because it
is not connected with any of these values but only with the relation into
which they may enter — assures the continuity of the series of economic
events. This series exists in both the production and the consumption of
goods. But this is only the material of the series and still leaves the question of
continuity and discontinuity open. Every act of consumption initially breaches
the continuity of the economic process, and its relation to production is too
unorganized, too much a matter of chance, to preserve the continuity of the
line of development. One may conceive this line as an ideal which makes its
path through the concrete objects in a manner comparable to the direction of
a light beam through the oscillating parts of the ether. Into this stream, which
pervades the strictly separated objects and controls their value significance,
money now enters in order to compensate for the threatened interruption. By
giving money for an object that I want to consume, I fill the gap in the value
movement that results, or would result, from my consumption. The primitive
forms of exchange of possessions — robbery and gifts — do not allow for such
a complement of continuity; in their case, the logical connection in the ideal
line of the economic process is, so to speak, interrupted. This connection is
established in principle only through the exchange of equivalents, and in fact
only through money. Money can compensate for the unevenness that exists in
any system of barter, and can fill the gap that results from the removal of the
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object to be consumed. Obviously, money can attain this practical position
within the economic series only through its ideal position outside the series.
If money itself were a specific object, it could never balance every single object
or be the bridge between disparate objects. Money can enter adequately into
the relations that form the continuity of the economy only because, as a
concrete value, it is nothing but the relation between economic values them-
selves, embodied in a tangible substance.

This significance of money shows itself further, in an empirical way, as
stability of value, resulting from its interchangeability and lack of specific
qualities. This is regarded as one of the outstanding and most useful charac-
teristics of money. The length of the series of economic activities, which is
a pre-condition for the continuity, the integration, and the productivity of
the economy, depends upon the stability of the value of money without
which long-range calculations, large-scale enterprises and long-term credits
would be impossible. So long as one considers only the price fluctuations of
a single object, one cannot determine whether the value of the object
changes and the value of money remains stable or vice-versa. Stability of
money value becomes an objective fact only when price decreases of a
commodity or group of commodities are accompanied by price increases
elsewhere. A general rise in prices would indicate a decrease in the value of
money, and when that occurs the stability of money value is destroyed. This
is only possible because money has certain qualities beyond its function as
the indicator of the value relations of specific objects; these distinguishing
qualities render money an object of the market and subject it to business
cycles, quantitative changes and autonomous movements. They deprive
money of its absolute position as an expression of relations and force it into
a relative position, so that it no longer reflects a relation, but has relations.
Only to the extent that money, true to its essence, is isolated from such
influences does it have a stable value; from which it follows that price fluc-
tuations do not signify a change in the relations of money to objects, but
only changing relations among objects themselves. This implies that an
increase in the price of one object corresponds to a fall in the price of
another. In so far as money really has the essential quality of value stability,
this results from its function of expressing the economic relations between
objects — or the relations that render things economically valuable — in
abstract quantitative terms, without itself entering into these relations. Thus,
the function of money is all the more important, the livelier and more
extensive are the changes in economic values. Wherever the values of goods
are definitely and permanently fixed, exchange in kind is easily carried on.
Money corresponds to the condition of change in mutual value relations
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because it offers an exact and flexible equivalent for every change of value.
The variability of these relations illustrates most clearly that the economic
value of an object consists in the exchange relationship to all other objects;
every partial shift requires other balancing movements and makes us aware
of the relativity within the whole. Money is nothing but the symbol of this
relativity, and thus we can understand the fact mentioned earlier, that the
need for money is connected with the fluctuation of prices, whereas barter
presupposes fixed prices.

The distinctive significance of money emerges theoretically as well as
practically only with a fully developed monetary economy. The symbol that
represents money in the first stage of its gradual development keeps it at the
same time among those objects whose mere relation to each other it is
meant to symbolize. Medieval theory regarded value as something objective.
It required the seller to ask the ‘just price’ for his commodity and occasion-
ally attempted to fix this price by regulation. Value was considered to inhere
in the object as a quality of its isolated existence, with which it entered the
act of exchange, regardless of the relations between buyer and seller. This
concept of value — which corresponds with the substantial-absolutistic
world view of the age — is particularly appropriate to a barter economy. A
piece of land in exchange for services rendered, a goat for a pair of shoes, a
jewel for twenty masses for the dead; these were things with which certain
value sentiments were so closely connected that their values might well
appear as objectively corresponding to each other. The more direct the
exchange and the simpler the circumstances — so that the position of the
object is not determined by a multitude of comparable relations — the more
does the value appear as a quality of the object. The straightforward assur-
ance with which such an exchange was carried out was reflected in the idea
that it was brought about by an objective quality of the things themselves.
Only the incorporation of the single object in diversified production and in
many-sided exchange movements suggests that its economic significance
lies in its relation to other objects and is reciprocal; and this coincides with
the growth of a money economy. That the meaning of the economic object
is constituted by this relativity, and that the significance of money is to
become the clear expression of this relativity, are facts that come to be real-
ized by their reciprocal influence. In the Middle Ages, it was assumed that
there was a direct relation between object and money-price, i.e. a relation
based upon the independent value of each, which could and should find a
‘just” expression. The error of this substantialist interpretation is the same as
that which asserts a direct connection between an individual and the content
of any right; as though the nature of the person as such, regardless of any
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external conditions, would have a just’ claim to this competency. The indi-
vidualistic conception of the rights of man provides an example. In reality,
right is only a relation between men and is consummated only in relation to
the interests, objects and absolute powers which we call a content of law, ‘a
right” in the narrower sense. Such rights do not have any predictable relation
to an individual which might be interpreted as ‘just’ or “‘unjust’. Only when
such a relationship develops and has established itself in norms is it possible
for the norms — referring to a single person in a specific matter — to charac-
terize that person’s power of disposal over something as just. Thus there may
be, indeed, a just price for a commodity, but only as the expression of a
definite, well-adjusted exchange relationship between this commodity and
all others, and not as a consequence of the nature of the commodity itself or
the amount of money itself, which stand in no relation to each other and
have no reference to the just or the unjust.

The significance of money in representing the economic relativity of
objects — which is the source of its practical functions — is not a ready-made
reality; like all historical phenomena, it discloses its pure concept — its func-
tion and place in the realm of ideas — only gradually. This has its counterpart
in the fact that all commodities could be regarded as money in a certain
sense. Every object A that is exchanged for B, and in turn for C, plays the role
of money independently of its tangible qualities. It expresses the fact that B,
A and C are exchangeable with each other and it expresses the rate at which
they can be exchanged. This happens with innumerable objects; in fact, the
further back we trace cultural development, the larger the number of very
different objects we discover that perform the function of money in a more
or less rudimentary fashion. So long as objects are measured against each
other or exchanged with each other in natura, their subjective and their
economic, objective qualities, their absolute and their relative significance
are as yet unseparated; they cease to be money or to be capable of being
money to the extent that money ceases to be an object of use. Money
becomes more and more a symbol of economic value, because economic
value is nothing but the relativity of exchangeable objects. This relativity, in
turn, increasingly dominates the other qualities of the objects that evolve as
money, until finally these objects are nothing more than embodied relativity.

If money has its origin in barter, it begins to develop only when a single
object is exchanged not against another single object but against several
others. I a cow is exchanged for a slave, a garment for a talisman, a boat for
a weapon, the process of valuation is not yet separated into its elements; it
is not carried out by the reduction of the objects to a common denominator
as a basis for calculating the value of each unit of several things. If, however,
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a herd of cattle is taken in exchange for a house, or ten cut beams against a
piece of jewelry, or three drinks for a service of labour, then the unit of these
multiples — one cow, one beam or one drink — is the measure, the multiple
of which is identical with the other object of exchange. In the case of objects
that are indivisible, the psychological sense of value does not easily abandon
the unity of the single object. But as soon as bargaining begins — is the
value of the piece of jewelry twelve or perhaps only eight beams? — then the
value of the jewelry is measured, despite its indivisibility, by the value unit
of a beam, and it appears possible to compose it out of the eightfold, the
twelvefold and finally the tenfold of our beam. The value of both objects of
exchange thus becomes more easily commensurable if one object is divis-
ible; and the value of both objects need not be expressed in terms of one
and the same unit. The most developed form of divisibility is attained with
exchange against money. Money is that divisible object of exchange, the unit
of which is commensurable with the value of every indivisible object; thus
it facilitates, or even presupposes, the detachment of the abstract value from
its particular concrete content. The relativity of economic objects, which can
be recognized only with difficulty in the exchange of indivisible objects —
because each of the parties possesses, so to speak, an autonomous value — is
brought into relief through the reduction to a common denominator of
value, of which money is the most distinctive form.

I have shown earlier that relativity creates the value of objects in an objec-
tive sense, because only througn relativity are things placed at a distance
from the subject. Money is the quintessence and zenith of these two
qualities and thus illustrates again their interrelationship. Money can never
be enjoyed directly — the exceptions to be treated later negate its specific
character! —and it is therefore excluded from any subjective relation. Money
objectifies the external activities of the subject which are represented in
general by economic transactions, and money has therefore developed
as its content the most objective practices, the most logical, purely mathe-
matical norms, the absolute freedom from everything personal. Because
money is simply the means to acquire objects, it stands by its very nature at
an insurmountable distance from the Ego which craves and enjoys; and in
so far as it is the indispensable means between the Ego and the objects,
it places the objects, too, at a distance. To be sure, money abolishes this
distance again; but by doing so, by transferring the objects to subjective
use, it removes them from the objective economic cosmos. The division
that has appeared in the original unity of the subjective and the objective
is, as it were, embodied in money; but on the other hand, it is the function
of money — in accordance with the above-mentioned correlation of distance
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and proximity — to move the otherwise unattainable closer to us.
Exchangeability is the prerequisite of economic values, through which the
latter attain their objective mutual relation. It unites in one act the distance
and the proximity of what is to be exchanged. It has acquired in money not
only its technically perfect means, but also a separate, concrete existence
which embraces all its various aspects.

Money as a reification of the general form of existence
according to which things derive their significance from their
relationship to each other

The philosophical significance of money is that it represents within the prac-
tical world the most certain image and the clearest embodiment of the formula
of all being, according to which things receive their meaning through each
other, and have their being determined by their mutual relations. It is a basic
fact of mental life that we symbolize the relations among various elements of
our existence by particular objects; these are themselves substantial entities,
but their significance for us is only as the visible representatives of a relation-
ship that is more or less closely associated with them. Thus, a wedding ring,
but also every letter, every pledge, every official uniform, is a symbol or repre-
sentative of a moral or intellectual, a legal or political, relationship between
men. Every sacramental object embodies in a substantial form the relation
between man and his God. The telegraph wires that connect different coun-
tries, no less than the military weapons that express their dissension, are such
substances; they have almost no significance for the single individual, but only
with reference to the relations between men and between human groups that
are crystallized in them. Of course, the representation of these relations and
connections can itself be regarded as an abstraction, inasmuch as only those
elements in it are real whose mutually determined conditions we incorporate
in specific concepts. Only metaphysical inquiry, which pursues cognition
beyond the limits of empiricism, can possibly eliminate this dualism, by
dissolving all substantial elements into interaction and processes, the bearer of
which becomes subject to the same fate. But practical consciousness has
discovered a form by which the processes of relationship and interaction, in
which reality is enacted, can be united with the substantial existence, the
necessary form of abstract relations in practice.

The projection of mere relations into particular objects is one of the great
accomplishments of the mind; when the mind is embodied in objects, these
become a vehicle for the mind and endow it with a livelier and more compre-
hensive activity. The ability to construct such symbolic objects attains its
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greatest triumph in money. For money represents pure interaction in its purest
form; it makes comprehensible the most abstract concept; it is an individual
thing whose essential significance is to reach beyond individualities. Thus,
money is the adequate expression of the relationship of man to the world,
which can only be grasped in single and concrete instances, yet only really
conceived when the singular becomes the embodiment of the living mental
process which interweaves all singularities and, in this fashion, creates reality.
This significance of money would remain even if the value relativity of
economic objects were not an initial fact but a final stage of development. The
concept with which we define a phenomenon is often not derived from the
phenomenon itself but from a more developed and purer form. We cannot
infer the nature of language from the first stammerings of the child; and in
defining animal life, it will not disconcert us to find that it is only imperfectly
represented at the stage of transition from plant life. Similarly, it is only in the
highest phenomena of our mental life that we can sometimes discover the
meaning of the lower phenomena; although we may perhaps be unable to
trace it in these at all. The pure concept of a series of phenomena is often an
ideal that is never completely realized, the approach towards which, however,
makes possible a valid interpretation of the concept.

The significance of money, that it expresses the relativity of objects of
demand through which they become economic values, is not negated by the
fact that money also has other qualities that diminish and obscure this signifi-
cance. In so far as these qualities are effective, it is not money proper. Economic
value consists in the exchange relationship of objects according to our subjec-
tive reaction to them, but the economic relativity of objects develops only
gradually from their other meanings and it can never dominate these meanings
entirely in the total representation or the total value of an object. The value that
objects acquire by their exchangeability, i.e. the metamorphosis through which
their value becomes an economic value, emerges more clearly and strongly
with the extensive and intensive growth of the economy — a fact that Marx
formulates as the elimination of use-value in favour of exchange value in a
society based upon commodity production — but this development seems
unable to reach its consummation. Only money, in terms of its pure concept,
has attained this final stage; it is nothing but the pure form of exchangeability.
It embodies that element or function of things, by virtue of which they are
economic. It does not comprehend their totality, but it does comprehend the
totality of money. In the following chapter I shall examine how far money in
its historical manifestations does represent this idea of money, and whether
money in operation does not tend, in some degree, towards another point of
reference.



2

THE VALUE OF MONEY
AS A SUBSTANCE

I
The intrinsic value of money and the measurement of value

Through all the discussions of the nature of money there runs the question
as to whether money, in order to carry out its services of measurement,
exchange and representation of values, is or ought to be a value itself; or
whether it is enough if money is simply a token and symbol without
intrinsic value, like an accounting sum which stands for a value without
being one. The whole technical and historical discussion of this question,
which involves the most profound issues in the theory of money and value,
would be superfluous if it could be decided by a frequently quoted logical
argument. A measuring instrument, it is said, has to have the same quality
as the object to be measured: a measure of length has to be long, a measure
of weight has to be heavy, a measure of space has to have dimensions; conse-
quently, a measure of value has to be valuable. No matter how unrelated two
things may be in all other respects, when I measure them against each other
they must both have the quality that I am comparing. Any quantitative and
numerical equality or inequality that I assert would be meaningless if it did
not refer to relative quantities of one and the same quality. Indeed, this iden-
tity of qualities must not be of too general a nature; for instance, it is impos-
sible to compare the beauty of a piece of architecture with the beauty of a
person, even though both have the quality of beauty. Only the particular
architectural or the particular human qualities of beauty make a comparison
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possible. But even if a common quality is lacking, one might still consider
the reaction of the contemplating subject as a basis for comparability. If the
beauty of a building and the beauty of a person are comparable in the
amount of enjoyment that the contemplation of either one of them affords
us, then an identity of qualities might be asserted in spite of the apparent
variation. The equal effect upon the same subject reflects the equality of the
objects with reference to the relation in question. Two completely different
phenomena that give the same pleasure to the same subject have, over and
above all their differences, an equal force or an equal relation to the subject;
just as when a gust of wind and a human hand break a branch of a tree
demonstrate, in spite of the incomparability of their qualities, an equal
amount of energy. Thus the substance of money, and everything that is
measured by it, may be completely different, but they would have to coin-
cide in the one point that they both have value; and even if value is nothing
but a subjective response to the impressions received from things, at least
the quality by which they affect the sense of value in men has to be the same
in both — even though it cannot be isolated. Thus, it is claimed that money
has to have the quality of value because it is compared with values and
enters into a quantitative equation with values.

I will contrast this line of argument with another which produces
different results. It is true that, in the example given, we can compare the
force of the wind that breaks the branch of a tree with that of the human
hand doing the same thing, only so far as this force exists as a quantity in
both. But we can measure the force of the wind also by the thickness of the
branch that it has broken. I admit that the broken branch does not yet
express the amount of energy of the wind in the same sense as the energy
of the hand may express it; but the comparative force of two gusts of wind,
and thus the relative force of each, can be measured by the fact that one has
broken a branch which the other was unable to harm.The following example
seems to me to be conclusive. The most heterogeneous objects we know, the
two poles of the world view which neither metaphysics nor science has
succeeded in reducing to each other, are the motions of matter and the
states of consciousness. The pure extension of the one and the pure inter-
nality of the other have not so far allowed any point to be discovered that
could plausibly be regarded as their meeting ground. Nevertheless, the
physiological psychologist can measure the relative changes in the strength
of conscious sensations by the changes in the external motions that affect
our sense organs. Since there is a constant quantitative relation between the
two factors, the size of one determines the relative size of the other, without
any qualitative relationship or identity having to exist between them. The
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logical principle that appeared to make the ability of money to measure
value dependent upon its own value is thus breached. It is indeed correct
that the quantities of different objects can be compared only if they are of
the same quality; wherever measurement is done by direct comparison of
two quantities it presupposes identical qualities. But wherever a change, a
difference or the relation between two quantities is to be measured, it is
sufficient for their determination that the proportions of the measuring
objects are reflected by the proportions of those measured; and there need
be no qualitative identity of the objects. Two objects with different qualities
cannot be equalized, but two proportions between qualitatively different
things may be.The two objects m and n may have some relationship that has
nothing to do with qualitative identity, so that neither one can serve directly
as a measure for the other. The relation may be one of cause and effect, of
symbolism, of common relationship to a third factor or anything else. Let us
assume as given that an object a is known to be a quarter of m and an object
b is known to be some quantitative part of n. If a relation exists between a
and b, corresponding to the relation m and n, it follows that b equals a quarter
of n. In spite of a qualitative difference and the impossibility of any direct
comparison between a and b, it is nevertheless possible to determine the
quantity of one by the quantity of the other. For instance, there is no relation
of identity between a certain quantity of food and the acute need for food
that might be satisfied by it; but if so much food is available that half of the
need is filled, I can accordingly determine that the available quantity of food
equals half of the need. Under these circumstances it is sufficient that an
overall relationship exists in order to measure the quantities of its parts. If
one can now interpret the measurement of objects by money in this fashion,
then the idea of their direct comparability and consequently the logical
requirement that money itself should possess value becomes untenable.

In order to proceed from this logical possibility to reality, we need only
assume a very general relationship between the quantity of goods and the
quantity of money, which is illustrated by the connection — often obscured
or disrupted — between an increasing supply of money and rising prices, an
increasing supply of goods and falling prices. Thus we can form, with qual-
ifications as to their exact scope, the concepts of a total supply of commod-
ities, a total supply of money and a relationship of mutual dependence
between them.

Every single commodity is now a definite part of the available sum of
commodities; if we call the latter q, the commodity is 1/m a. Its price is the
corresponding part of the total quantity of money; if we call the latter b,
then the price equals 1/m b. If we knew the quantity of a and b, and the
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proportion of all saleable goods which a specific object represents, then we
should also know its price in terms of money, and vice-versa. A definite
amount of money can thus determine or measure the value of an object,
regardless of whether money and the valuable object possess any identical
quality, and so regardless of whether money itself is valuable.

Problems of measurement

It is always necessary to keep in mind the complete relativity of measure-
ment. Absolute quantities that are equivalent measure each other in a quite
different sense from the partial quantities which are in question here. If it is
assumed — with certain qualifications — that the total amount of money
equals the value of the total amount of commodities for sale, then this
equation need not be taken as a measure of one quantity by the other.
They are set in a relation of equivalence only through the relationship that
both have to the valuing person and his practical purposes. The following
quite common cases show how strong is the tendency to treat money and
commodities generally as simply corresponding to each other. If a primitive
tribe, who use a commodity as a unit of exchange, trade with a more devel-
oped neighbour who uses money, then the two units are frequently treated
as equal in value. Thus the ancient Irish, when they entered into relations
with the Romans, made their own value-unit, the cow, equivalent to an
ounce of silver. The wild mountain tribes in Annam, who trade only in kind,
use the buffalo as a basic value-unit; in their transactions with the more
cultivated inhabitants of the plains the value-unit of the latter — a bar of
silver of a particular size — is regarded as equivalent to one buffalo. The same
basic approach can be found in a wild tribe of Laos, who live by trade. Their
unit of value is the iron hoe, but they also produce gold which they sell to
neighbouring tribes and which is the only object they weigh. For the
purpose of weighing it they have no other measure than corn, and so they
sell one corn measure of gold for one hoe. One against one is the naive
expression of an equivalence between these dubious totalities; since the
single commodity in barter exemplifies the value of all commodities just
as the single monetary unit represents the idea of the total amount of
money, it may be assumed that the relation between single units is, at least
symbolically, interpreted as a relation between the totalities.

If the equivalence of these total amounts exists as an effective, though
unconscious a priori, there emerges an objective proportion between the
partial quantities apart from that of their subjective fortuitousness. For now
there really exists something that is exactly the same on both sides; namely,
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the division between each of the two partial quantities and the total quantity
to which it belongs. If we assume complete equilibrium of prices, then each
commodity would be related to its price, within the area of exchange, in the
same way as all available commodities were related to the total amount of
spendable money. It is totally irrelevant whether money has a conceptual,
qualitative relationship to commodities. If a commodity costs 20 m, this
represents 1/n of the total money supply, i.e. its value is 1/n of the total
supply of commodities. By this means, 20 m are able to measure the value
of the commodities even though they are generically completely different
from them. We have to keep in mind, however, that the assumption of a
simple relationship between all commodities and all money is only a
preliminary, crude and schematic step. If a single commodity had to be
directly equated with a money value, it would be reasonable to insist that
the commodity and its measure must have some quality in common. But for
the purposes of exchange and valuation it is only necessary to determine the
relation of different (or all) commodities to each other (that is, result of the
division of the single commodity by all the others), and to equate this with
the corresponding fraction of the available supply of money. This requires
only that there shall be a numerically determinable quantity. If the commodity
n relates to the sum A of all saleable goods, as the money unit a relates to the
sum B of all available money units, then the economic value of n is expressed
by a/B. The matter is not usually perceived in this way because A as well as
B are taken for granted. Their changes are not easily observed and we are not
conscious of their function as denominators; we are exclusively interested
in the numerators n and a for each individual case. Thus, the idea could
emerge that n and a correspond to each other in some absolute and direct
way; and if this were so they would indeed have to have some identical
quality. If that general element upon which the relationship is based were
forgotten, if it operated only practically but not consciously, then it would
reveal a profound characteristic of human nature. The limited receptiveness
of human consciousness and the economical and expedient manner of its
use means that only a small number of the innumerable qualities and aspects
of an object that interests us are taken into consideration. It is enough for
the different viewpoints that determine the selection and ordering of the
factors that attract our attention that the latter can be arranged as a system-
atic series. This series begins with a succession of phenomena in which only
what is common to all is taken into account, only the basis that all the
phenomena share, is considered. At the other end of the scale, only the
distinctive features of each phenomenon, the absolute individuality, enter
our consciousness, while the general and fundamental elements remain
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unconscious. Between these two extremes, there exists at various levels
those points or aspects of the total phenomenon upon which the greatest
attention is focused. In general, it may be said that theoretical interests direct
awareness more to generalities, practical interests more to the specific
features of things. For the thinker who is interested in metaphysics, the indi-
vidual differences between things are often regarded as inessential, and he
is concerned with such general conceptions as ‘being’ and ‘becoming’
which are common to all things. Practical life, on the other hand, requires
us to be attentive to the differences, peculiarities and nuances of people
and circumstances with which we are concerned; while the general human
qualities and the basis that is common to all the problematic conditions
seem obvious and not in need of special attention. Indeed, even such atten-
tion can only clarify them with great difficulty. For instance, the relations
between members of a family develop on the basis of experience of those
personal qualities by which each member is distinguished from any other;
the general character of these family relations is usually not a subject for
particular observation by the members of that family. Only outsiders seem
to be able to describe it. However, this does not mean that the general
unconscious basis is not psychologically effective. The individual qualities
of the members of each family will, in fact, bring about very different
conditions according to the general character and the atmosphere that
prevail in the family as a whole. This atmosphere provides the basis, often
unremarked, upon which the qualities of the individuals develop in their
own specific way. The same holds for larger groups. Even though all rela-
tionships among men depend upon the particular contribution of each
individual, they are actually established in a specific form only because there
are universal human phenomena and conditions which form the denomi-
nator to which individual differences are added as the numerators to
produce the totality of the relationship. Exactly the same psychological rela-
tionship may prevail with respect to money prices. The equation between
the value of a commodity and the value of a definite amount of money does
not signify an equation between simple factors but a proportion, that is an
equation between two fractions, the denominator of which, within a given
economic area, is on one side the sum total of all commodities and on the
other the total amount of money. These two quantities, of course, have to be
more strictly determined. The equation is established by the fact that, for
practical reasons, these two sums are posed a priori as equivalents; or, to state
the matter more precisely, the practical circumstances in which we handle
both categories are reflected in our theoretical consciousness as an equation.
However, since this is the general basis of all equations between specific
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commodities and specific prices, it does not enter our consciousness, but
provides the unconsciously operating factor without which the individual
instances, which alone are interesting and thus enter into consciousness,
could not possibly form a relationship. The tremendous importance of that
absolute and fundamental equation would make the fact of its remaining
unconscious just as probable as in the analogous cases that I have described.

If we were to assume that money has no substantial value, then the single
money price would have no relation to the commodity whose value it was
supposed to express, if our observation were restricted to these two factors.
One would not know why one object is higher or lower in price, by a defi-
nite amount, than another. But if we establish as an absolute presupposition
that the sum total of everything saleable is equivalent to the total amount of
money — the meaning of ‘total amount’ to be investigated later — then the
price of every single commodity becomes simply the proportion between
its value and the total value of commodities, a proportion that is repeated in
respect of price and total amount of money. I have to emphasize again that
this is not a case of circular reasoning, in the sense that the ability of a
definite amount of money to measure the value of a specific commodity is
based upon an equation between all money and all commodities which
already assumes the measurability of one by the other. The question as to
whether every measurement requires the existence of some identical quali-
ties in the object and in that which measures it would then not be relevant
to the specific case, but would be absorbed unresolved into the assumptions.
A measurement of relative quantities is, however, possible if there is some
relation between the absolute quantities, which need not be that of measur-
ability or identity. There is certainly no identity or possibility of measure-
ment between the size of an iron pipe and a given water pressure; but if
both are integrated parts of a mechanical system with a specific power
output, then it is possible, under known conditions of change in the water
pressure, to calculate from changes in the output of power what is the diam-
eter of the pipes in the system. In the same way, commodities and money
may not be measurable by each other in general. It is sufficient that both
play a part in human life, within the system of men’s practical ends, for the
quantitative modification of one to become an index of the other. It is not
without relevance to this reduction of the significance of every money
quantity to a fraction — even if it remains undecided what is the absolute
quantity of which it is a part — that the Romans marked their coins (with
some well-founded exceptions) according to their relative and not their
absolute weight. Thus as signifies only a whole consisting of twelve parts; it
may refer to an inheritance just as well as to quantities and weights, to the
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pound as well as to any part of a pound. The fact that only the relativity of
the measure enters consciousness and is effective is not affected by the
hypothesis that suggests that in ancient times the as signified a bar of copper
of a specific absolute weight.

The quantity of effective money

We now have to deal more specifically with the qualifications to the concept
of the total quantity of money. It is not because of the immeasurable quanti-
tative difference between all available commodities and all available money
that it is impossible to assert that there is as much money to spend as there
are commodities for sale. There exists no direct relation of less and more
between the two, because there is no common measure for them as there
would be for objects that have identical qualities. No quantity of commodi-
ties is related to a definite quantity of money, since all the purposes of money
could, in principle, be attained by a quantity of money reduced as much as
desired. The extent to which this can be achieved in practice without bringing
transactions to a stop is illustrated by the following recorded fact. Some
centuries ago, silver coins existed in Russia of such minute size that it was
impossible to take them by hand from the table; they were tipped out of the
purse, the amount payable was separated out and both parties proceeded to
pick up their share with their tongues and spit it back into their purses. One
might say that, whatever the absolute amount of money available, it always
remains a lot of ‘money’ so long as it performs the services of money. All that
varies is the quantity of these tokens or pieces in a different respect, namely
as material of some kind; their quantity as money need not be affected. Thus,
a direct comparison between all commodities and all money does not allow
any conclusion. The lack of relationship between the total amounts of money
and of commodities — as denominators of the fractions that express value —
results from the fact that the total supply of money is turned over much more
quickly than is the total amount of commodities. Nobody will leave large
sums of money unused if it can be avoided, and usually it can be avoided. But
no merchant can avoid keeping a considerable part of his stock for some time
before it can be sold. The difference in the velocity of turnover becomes
greater still if one includes those objects that are not offered for sale, but are
occasionally saleable if there is a tempting offer. If the amount of money
required for the sale of the total supply of goods were calculated on the basis
of the prices actually paid for these goods, the estimate would vastly exceed
the actual supply of money. From this point of view, it can be stated that there
is much less money than commodities and that the proportion between the
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commodity and its price is not at all equal to the proportion between all
commodities and all money, but is considerably smaller than this. However,
there are two ways in which we can save our basic proposition. First, we
might regard as the total quantity of commodities, that quantity that is
actually in the process of being sold. To use an Aristotelian concept: the
unsold commodity is merely a possible commodity, which becomes a real
commodity only at the moment of sale. Just as money is real money only at
the moment when it buys something, i.e. when it exercises the function of
money, so the commodity becomes a commodity only when it is sold; until
that time, it is only a possible object for sale, an ideal anticipation. From this
standpoint, it is an obvious and analytical statement that there is as much
money as there are objects to be sold — including as money, of course, all
those money substitutes provided by the banking and credit system. To be
sure, the commodities temporarily excluded from the selling process are not
without economic effect, and economic life would be changed tremendously
if the total supply of commodities were put completely into circulation as is
the supply of money. Upon closer scrutiny, the commodity supply in reserve
seems to me to have an influence on actual sales only in three ways: on the
rate of circulation of money, on the production of the material of money and
money equivalents, and on the relation between money expenditure and the
reserves. But these factors have already exercised their influence on the actual
turnover; the empirical relation between commodity and price has been
formed under their influence and they do not exclude an interpretation of
the total quantity of commodities as the actual sales of commodities at a
given moment.

Secondly, this can also be regarded as a consequence of the fact that the
same amount of money — since money is not consumed as commodities
are — can effect an unlimited number of transactions; and that its insignifi-
cant quantity at any given moment, when compared with the quantity of
commodities, is compensated for by the velocity of its circulation. The
higher levels of finance illustrate clearly that the substance of money plays
only a very minor role in value transactions. In 1890 the Bank of France had
a turnover on current accounts which was 135 times the amount of the
money actually deposited (54 billion as against 400 million francs), while
at the German Reichsbank the ratio was 190. Within the total sum of money
in use, which determines the money price of commodities, the actual
amount of money is negligible in relation to the total available as a result of
its circulation. Thus it is possible to assert, with reference to a specific period
but not to a single moment, that the total quantity of money in circulation
corresponds with the total amount of objects saleable during this period.
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The individual also makes his expenditures and accepts the prices for
larger purchases not in relation to his momentary disposal of money, but in
relation to his total income over a prolonged period. In our equation, the
money fraction may attain equality with the commodity fraction through
the fact that its denominator is not the quantity of money available as a
substance, but is a multiple of this amount determined by the circulation
of money during a given period. From this point of view, the antinomy
between the stock of available commodities and those commodities that are
the value counterparts of money can be solved; and the assertion that
no basic disproportion can arise between the total amount of commodities
and of money in an autonomous economic area may be upheld. This is true
in spite of disagreements about the proper relation between a particular
commodity and its price, in spite of the fluctuations and discrepancies that
may develop if some definite size of the fractions concerned has become
psychologically established while a different one has become more appro-
priate by reason of objective changes, and in spite of temporary shortages in
the means of exchange resulting from a rapid increase in the number of
transactions. Imports and exports of metal which are the result of a shortage
or excess of money in relation to commodity values in a given country are
nothing but adjustments within a larger economic area in which particular
countries are the provinces; they indicate that a proper relation between two
provinces has been restored after changes have occurred in one of them.
Under these circumstances, an answer to the question whether a given price
is appropriate or not can be derived directly from the two previous ques-
tions: first, what is the amount of money and the sum total of objects for
sale at the present time; and, second, what proportion does the object under
consideration form of the total quantity of commodities available? The
second question is the decisive one. The equation between the commodity
fraction and the money fraction can be objectively and quantitatively true or
false; whereas the equation between objects in general and money in general
is only a matter of expediency, not one of truth in the sense that it can be
logically established. The relationship between the totalities has, as it were,
the significance of an axiom, which is not true in the same sense as are
the statements based upon it; only the latter can be proven, whereas the
axiom cannot refer to anything from which it could be logically derived. A
very important methodological rule is established here, which I will illus-
trate from a completely different category of values. The basic assertion of
pessimism is that there is in life a considerable excess of suffering over
happiness, that living beings, considered as a whole or on the average,
experience much more pain than pleasure. It is quite impossible to make
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such an assertion, which presupposes that pleasure and pain can be directly
balanced and set off against each other as two qualitatively equal magni-
tudes with opposite signs. In reality this is impossible because there is no
common measure. When we suffer we cannot experience what amount of
pleasure would be necessary to compensate for the suffering. How then can
we explain that such comparisons are always being made; that in everyday
affairs, in a coherent destiny, in the sum of an individual life, we judge that
the quantity of enjoyment has fallen below or has exceeded the amount of
pain? It is possible only because the experience of life has taught us, more
or less strictly, how fortune and misfortune are actually distributed, how
much suffering has to be accepted in order to attain a certain amount of
pleasure, and how much of each is man’s usual portion. Only when we have
formed some notion of this kind, no matter how unconscious and vague, is
it possible to say that in a particular case a pleasure has been paid for too
dearly — i.e. with too large an amount of suffering — or that in one indi-
vidual life the pain exceeded the happiness. The average itself cannot be
‘disproportionate’ because it is the standard by which we determine whether
the relation between feelings in an individual case is fair or not. In the same
way, it is impossible to say that people on the average are tall or small, since
the average provides the standard by which the individual is measured; and
it is misleading to say that ‘time’ passes quickly or slowly, since the passage
of time — i.e. the average experienced pace of events — is the measuring
rod by which the quickness or slowness of the passage of single events is
measured, while the average itself is neither quick nor slow. Thus, the pessi-
mistic assertion that the average human life contains more suffering than
enjoyment is methodologically just as impossible as the optimistic assertion
of the contrary. The sensation of the total quantities of pleasure and pain
(or, differently expressed, the average of them for an individual or for a
period of time) is the original phenomenon, whose components cannot
be compared with each other because this would require a measure
independent of both and yet comprehending both equally.

This should suffice to characterize the type of knowledge with which we
are dealing here. In the areas mentioned, and also in many others, the
primary elements are not comparable because they are of different qualities
and cannot be measured by each other or by a third factor. But the fact that
a certain amount of one element, and a certain amount of the other element,
is present provides a measure to be applied to individual cases, events and
problems, where both elements are involved. In so far as, in individual cases,
the elements repeat the proportions that occur in the total quantities, then
the elements have a ‘correct’, i.e. normal, average or typical relation, and
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deviations appear as a ‘preponderance’ or ‘disproportion’ of one element. In
themselves, the elements in individual cases have no more a right or wrong,
an equal or unequal, relation than have the totalities; they acquire such a
relation only through the total quantities being established as an absolute, in
terms of which the singular, the relative, is calculated. The absolute is not
subject to the rules of comparison that it makes possible for the relative.

The relation between the object of sale and its money price could belong
to this type. Perhaps they have nothing in common as regards content and
perhaps they are qualitatively so unequal that they are quantitatively incom-
parable. But since everything saleable and the total amount of money together
form an economic cosmos, the price of one commodity could be the ‘appro-
priate price’ if it constitutes the same part of the total effective amount of
money as does the commodity of the total amount of goods. The mutual
proportionality need not depend upon the equal ‘value’ of the object and the
specific amount of money. The money price does not have to represent a
value at all, or at least not a value in the same sense; it has only to constitute
the same fraction of all money as the commodity constitutes of all commodity
values. Individual economic transactions illustrate how dependent the money
price of a commodity is upon its relation to a total quantity of commodities.
We say that we are willing to sacrifice this money — which is rather inconven-
ient for us — only if we obtain a reasonable equivalent. Every reduction of
that sacrifice is counted as a positive profit. But it is a profit only so far as
the money can be spent on another occasion. If I had nothing else to do
with the money, I would spend all the money I own unhesitatingly on the
one object for which it is demanded. The appropriateness of the price
means only that I, as an average person, have enough money left to buy the
other things that I want. The expenditure on every single object has to be
adjusted to the fact that I want to buy other objects besides. If everybody
regulates his private expenditures in such a way that the payment for every
type of commodity is proportionate to his total income, this means that his
expenditure for the single object is related to his total expenses just as the
importance of the single object is related to the totality of desired and
available objects. This scheme of the private economy of an individual is
obviously not only an analogy of the general economys; its general applica-
tion determines the average prices. The continuous subjective balancing
precipitates the objective relation between commodity and price; this
relationship depends not only upon the proportion between the total effec-
tive supply of goods and the total amount of money, but also — subject to all
kinds of modifications — on the proportion between the total wants of the
individual and his total available money income.
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Does money possess an intrinsic value?

The preceding argument has not yet touched upon the question as to
whether in reality money has value or not. It was only meant to show that
the function of money in measuring values does not impose upon it the
character of being itself a valuable object. However, the mere possibility that
it does have value opens the road to understanding not only the historical
development of money but, above all, its essential nature. In the primitive
stages of the economy, use-values appear as money: cattle, salt, slaves,
tobacco, hides, etc. Whatever the way in which money has evolved, in the
beginning it must have been a value experienced as such. It is possible to
exchange the most valuable things against a printed form only when the
chain of purposes is very extensive and reliable and provides us with a guar-
antee that what is immediately valueless will help us to acquire other values.
It is in this manner that one can carry out a series of logical deductions,
through impossible or contradictory stages, to a valid and binding conclu-
sion, but only when the process of thought is assured of its direction and
its correctness. Primitive and still vacillating thinking would immediately
lose its direction at one of the intermediate stages; and it has, therefore, to
exercise its functions in statements each of which has to be concrete and
obviously correct —at the cost of being less versatile and less comprehensive
in its goals. Similarly, the extension of the succession of values by valueless
things enormously increases their range and usefulness, yet is possible only
with a growing intellectuality of individuals and with the continued organ-
ization of the group. Nobody will be stupid enough to exchange a value
against something that is valueless, unless he is sure of being able to convert
the latter into values again. Exchange was at first necessarily exchange in
kind, an exchange between direct values. One assumes that objects that were
frequently exchanged and circulated because of their general desirability,
and the value of which in relation to other objects was therefore frequently
measured, were psychologically most suited to become general standards of
value. Apparently in direct contrast with the earlier result, according to
which money as such does not have to be of value, we discover here that the
most needed and the most valuable object is apt to become money. I do not
mean needed in the physiological sense; for instance, the desire for adorn-
ment can play a dominant role among the experienced ‘necessities’. Indeed,
we are told that for primitive people the adornment of their bodies, and the
objects used for it, are more valuable than all the things that we consider so
much more urgent. The necessity of things is for us only an emphasis that
our sentiments attribute to objects that are in themselves equivalent or
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‘neutral’ and depends entirely upon our purposes. Thus, we cannot calculate
theoretically what are the values that are immediately urgent and fit to play
the function of money. The only indispensable assumption seems to me
that the money character is originally attached to those objects that show a
particular frequency of exchange against a variety of other things as a result
of experienced necessity. Money could not have developed as a means of
exchange or as a measure of value unless its material substance had been
experienced as immediately valuable.

At the present time, by comparison, money is no longer valuable because
its substance is regarded as a necessity, an indispensable value. No European
today regards a coin as valuable because it can be changed into a piece of
jewelry. The present-day value of money cannot be traced to its value as
metal, precisely because precious metals are available in too great quantities
to find a profitable use merely for adornment and for technical purposes.
The completion of the process conceived by the theory concerning the
value of money as a metal would result in such a multitude of objects made
of precious metal that their value would be reduced to a minimum. The
valuation of money because of the possibility of converting it into other
objects is possible only to the extent that this does happen or happens only
on a very small scale. Even though at the beginning of the development, i.e.
when there is a limited supply of precious metals, the value of money may
have been determined by its alternative use for adornment, this condition
disappears as production is increased. This argument is further supported by
the fact that, although primitive people regard a particular style of self-
adornment as a vital necessity, the subsequent elaboration of scales of value
actually places this interest in the category of the ‘dispensable’ or ‘super-
fluous’. In modern culture, adornment does not at all play the social role
that we discover with amazement in ethnological and even in medieval
accounts. This fact must also contribute to reducing the significance of
money based upon the substance of which it is made. It may be said that the
value of money moves increasingly from its terminus a quo to its terminus ad
quem, and that metal money stands on an equal basis with paper money as a
result of the growing psychological indifference to its value as metal. It
would be wrong to consider the valuelessness of paper money as irrelevant
on the grounds that it is simply a draft upon metal. This is refuted by the fact
that unsecured paper money is still valued as money. Even if one points to
the political force which alone imposes the current rate of exchange of
paper money, this means precisely that other reasons besides direct material
use can give, and actually do give, money value to a particular substance. The
increasing replacement of metal money by paper money and the various
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forms of credit unavoidably react upon the character of money — in roughly
the same way as in personal relations when somebody allows himself always
to be represented by others, so that finally he receives no greater esteem
than is accorded to his representatives. The functional value of money
exceeds its value as a substance the more extensive and diversified are the
services it performs and the more rapidly it circulates. Modern commerce
tends more and more to eliminate money as a substantial embodiment of
value, and this trend is unavoidable because, even if the production of
precious metals were increased to the utmost extent, it would still be inad-
equate to allow all transactions to be conducted in cash. Clearing house
business on the one hand and international bills of exchange on the other
are only the outstanding examples of this general tendency, the earlier
features of which will be discussed in the final section of this chapter.
Generally speaking, the less developed the economic concepts, the more
strongly does measurement involve a direct physical relation between the
values compared. The interpretation outlined earlier, according to which the
equality of value between a commodity and a sum of money consists of an
equality between two fractions — in which the individual commodity and
sum of money are the numerators and the total quantities of all commodi-
ties and all money are the denominators — clearly holds universally, because
only this interpretation transforms a particular kind of object into money.
However, since money evolves only slowly, this mode will also emerge from
the more primitive mode of direct comparison of the objects in exchange.
The lowest stage is perhaps illustrated by a case reported from the island of
New Britain. The natives there use cowry shells strung together, which they
call dewarra, as money. This money is used for purchases according to a linear
measure (e.g. an arm-length, etc.); fish are usually paid for by dewarra equal
to their own length. It is also reported from the cowry money region that a
type of purchase prevails in which equal measures of two commodities are
considered to be of equal value; thus, a measure of grain is worth an equal
measure of cowry shells. The direct equivalence of commodity and price has
here attained its most complete and simple expression. The comparison of
values between which there is no quantitative congruence represents a
more highly developed mental process. There are rudiments of such a naive
equation of values by equal quantities in the phenomenon that Mungo Park
reports of some West African tribes in the eighteenth century. Iron bars
circulated there as money and served to designate the quantities of other
commodities; thus a certain measure of tobacco or rum used to be called
a ‘bar of tobacco’ or a ‘bar of rum’. In this case, the disposition to regard
value equality as equality of quantities, which was obviously a powerful
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element — resulting from sense impressions — in the primitive construction
of values has been transposed into a linguistic expression. Several other
phenomena, very diversified in appearance, can be attributed to the same
general attitude. Old coins of bronze from the city of Olbia on the Dnieper,
a colony of Miletus, have been preserved which have the shape of a fish,
with inscriptions which probably mean tuna fish and fish basket. It is
assumed that this fishing tribe originally used tuna fish as a standard
of exchange, and that it was considered necessary when coins were
introduced — perhaps because of exchange with less developed neigh-
bouring tribes — to represent the value of one tuna fish on each coin, thus
symbolizing, by using the same form, that it had the same value and
exchangeability. In other areas, the same visible association was made less
emphatically by impressing a picture of the object (a bull, fish or axe),
which was the basic unit of exchange in the period of barter and whose
value the coin represented, upon the coin. The same basic sentiment prevails
in the Zend-Avesta, when it is prescribed that a physician should ask as his
fee for healing a house-owner the value of an inferior ox, for healing a
village magistrate an ox of average quality, for curing a town official the
value of a high-quality ox, for the governor of a province the value of a
carriage-and-four. On the other hand, the physician would be entitled to a
female donkey for curing the wife of a village magistrate, a mare for the wife
of a patrician, a female camel for the wife of a governor.The identity between
the sex of the patient and the sex of the value-equivalent demonstrates the
inclination to base the equivalence of values upon a direct external equality.
It is just the same with the fact that money originally consisted of large and
heavy objects —hides, cattle, copper, bronze — or of large quantities, as in the
case of cowry shell money. The first bank note of which we have knowledge,
preserved from China at the end of the fourteenth century, is eighteen
inches long and nine inches wide. The peasant saying, ‘Much gets more’, is
still influential, reflecting a natural sentiment which is proven wrong only
by a more refined and reflective empiricism. The largest coins even of
precious metals are found almost exclusively among less developed peoples
where barter still prevails. The largest gold coins are the lool of the Annamese,
worth 880 marks, the Japanese obang (220 marks), and the benta of the
Ashanti; Annam also has a silver coin worth 60 marks. The same sentiment
about the importance of quantity reserved the privilege of minting the
largest coins to the highest authorities, while the smaller coins, though of
the same metal, were coined by lower authorities. The Persian Emperor
coined the large coins, the satraps the small gold coins of less than a quarter
the value. This feature of considerable quantity is characteristic not only of
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the early forms of metal money, but in some cases also of the preceding
kinds of money. The Slavs who inhabited the area between Saale and Elbe
during the first century ap, and who were a very barbarous primitive race,
used linen cloth as money; the exchange value of one cloth was 100 chickens
or grain sufficient for ten men for one month. Even in more elaborate
money systems it is noteworthy how the concept of money becomes less
and less determined by metal values. The medieval guilder was a gold coin
worth a ducat, while today it equals only 100 copper farthings; the original
groschen was a thick (grossus) silver coin; the original mark amounted to a
pound of silver, the pound sterling equalled 70 marks. Under primitive
barter conditions, money transactions took place not for the small needs of
everyday life, but only for the acquisition of larger and more valuable
objects. The desire for symmetry which characterizes those cultures that are
not yet fully developed also regulated money exchange, and a large token of
value was demanded for large objects. Only at higher stages of cultural
development is it realized that a considerable quantitative inequality still
permits equality of power, of significance and of value. Where practical life
is based upon the equating of objects, a direct equality is demanded at first
as the size of primitive money in relation to the objects for which it is
exchanged illustrates. In the same direction, the abstraction which later
recognizes a small piece of metal as the equivalent of an object of any size
approaches the goal that one side of the equation no longer functions as a
value in itself but is only the abstract expression of the value of the other
side. The measuring function of money, which is loosely connected with its
material content, has therefore varied least through all the changes of the
modern economy.

The development of the purely symbolic character of money

One of the greatest advances made by mankind — the discovery of a new
world out of the material of the old — is to establish a proportion between
two quantities, not by direct comparison, but in terms of the fact that each
of them relates to a third quantity and that these two relations are either
equal or unequal. Two performances of entirely different quality are given;
they become comparable if they display the same strength of will and self-
sacrifice in relation to the required effort. Two destinies reveal very different
degrees of happiness; yet they acquire a measurable relation if each is inter-
preted according to the extent to which its bearer deserved his fate. Two
movements with quite different velocities can be related and equated if we
observe that the acceleration from the initial stage is identical in each case.
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A kind of homogeneity emerges — and not only for our feelings — between
two elements which, differing in their substance, have an equal relation to
a third or fourth element. The one thereby becomes a factor for the calcula-
bility of the other. Furthermore, no matter how incomparable two people
may be in their ostensible qualities, the relation of each to another person
establishes an equality between them; as soon as one of them shows the
same degree of love or hatred, domination or subjection, towards a third
person as the other does towards a fourth person, these relations have estab-
lished the separateness of personal identity. As a final example: the perfec-
tion of works of art of different kinds could not be compared and their
values could not be arranged on a scale, unless each of them first had a
definite relation to the particular ideal of its own kind. From the problem,
the material and the style of each work of art, there evolves a norm which
the actual work approaches more or less closely; and it is this relation that
makes it possible to compare even the most diverse works of art. The possible
conformity of such relations to a norm produces an aesthetic cosmos, a
precise order, an ideal homogeneity in relation to value, from the individual
works which are initially quite heterogeneous. This is not only true for the
world of art. Out of the material of our isolated valuations there develops a
pattern of graded significance. Disharmony is experienced only as a result of
the desire for a consistent order and an inner relation of values. We owe this
essential feature of our world view to our ability to balance against each
other not only two things, but also the relations of these two to two others,
and so unite them by judging them equal or similar. Money, as a product of
this fundamental power or form of our mind, is not only its most extreme
example, but is, as it were, its pure embodiment. For money can express
the value relation between things realized in exchange only by equating the
relation between a specific sum and some general denominator, with the
relation between a corresponding commodity and the totality of commodi-
ties available for exchange. Money is not, by its nature, a valuable object
whose parts happen to have the same proportion to each other or to the
whole that other values have to each other. The significance of money is
only to express the value relations between other objects. It succeeds in this
with the aid of man’s developed intelligence, which is able to equate the
relations between things even though the things themselves are not iden-
tical or similar. This ability only gradually evolves from the more primitive
capacity to judge and express the identity or similarity of two objects
directly, which is the source of the phenomena mentioned earlier that
reflect the attempt to establish a direct relationship between money and its
exchange values.
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In modern economies this transition began with the mercantilist system.
The efforts of governments to get as much coin as possible into the country
were also guided, of course, by the principle ‘much gets more’, but the final
purpose that these measures were intended to promote was the stimulation
of industry and the market. The next stage beyond this was the discovery
that the values that sustained this purpose did not result from money as a
substance, but from the direct product of labour. It was much the same with
the aims of state policy in earlier times, to acquire as much land as possible
and to ‘populate’ it with as many people as possible. Until the eighteenth
century it did not occur to any statesman that real national greatness could
be promoted in any other way than by the acquisition of new territory.
The justification of such aims under particular historical conditions,
however, has not prevented the discovery that this kind of abundance is
important only as a basis for dynamic development, which needs in fact
only limited gains of such objects (land or money). It has become evident
that the physical availability of a money equivalent becomes less and less
essential for the increase of production and wealth, even though large
amounts of money are sought not so much for themselves as for definite
functional purposes. These purposes can be realized by free-floating
processes not involving money in a substantial form, as the international
exchange of goods illustrates. The significance of money as expressing the
relative value of commodities is, according to our earlier discussion, quite
independent of any intrinsic value. Just as it is irrelevant whether a scale to
measure space consists of iron, wood or glass, since only the relation of its
parts to each other or to another measure concerns us, so the scale that
money provides for the determination of values has nothing to do with the
nature of its substance. This ideal significance of money as a standard and an
expression of the value of goods has remained completely unchanged,
whereas its character as an intermediary, as a means to store and to transport
values, has changed in some degree and is still in the process of changing.
Money passes from the form of directness and substantiality in which it first
carried out these functions to the ideal form; that is, it exercises its effects
merely as an idea which is embodied in a representative symbol.

The development of money seems to be an element in a profound
cultural trend. The different levels of culture may be distinguished by the
extent to which, and at what points, they have a direct relationship with the
objects that concern them, and on the other hand by the extent to which
they use symbols. The way of life is radically different according to whether
religious needs are satisfied by symbolic services and formulas, or by a
direct approach of the individual to God; whether the respect of people for
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each other is manifested through established rules that indicate relative
positions by specific ceremonies, or through informal courtesy, attachment
and respect; whether purchases, agreements and contracts are made by
simply making their content known, or are legalized and made binding by
an external symbol of solemn undertaking; whether theoretical knowledge
deals directly with sense reality or with its representation through general
concepts and metaphysical or mythological symbols. But of course, these
differences are not rigid. Rather, the history of mankind shows a continuous
fluctuation between them. On the one hand, the symbolic representation of
reality increases, but at the same time, as a counter-movement, symbols are
constantly analysed and reduced to their original foundation. I will mention
a singular example of this. Sexual objects have long been concealed through
propriety and shame, while the words referring to them were used without
hesitation. Only in recent centuries have the words themselves come under
the same interdict. The symbol was thus brought into agreement with the
emotional attitude to reality. But in very recent times this connection has
begun to be dissolved again. Naturalism in art has drawn our attention to
the lack of differentiation and freedom in perception if the same sensations
are attached to the word, which is a mere symbol used for artistic purposes,
as to the object itself. The representation of indecency is not at all the
same thing as an indecent exhibition; and the perception of reality must be
distinguished from the symbolical world in which art, including natura-
lism, exists. Perhaps in these circumstances there emerges a greater freedom
among educated people in talking about delicate subjects. So long as an
objective and chaste attitude can be presupposed, what was formerly
forbidden is now allowed; the sense of shame is restricted more to the
matter itself and does not affect the word as a mere symbol. Thus the
relation between reality and symbol fluctuates in narrower as well as in
more general areas. One is almost inclined to think — though such generali-
ties cannot be demonstrated — that either every stage of culture (and finally
every nation, every group and every individual) displays a specific propor-
tion between the symbolic and the directly realistic treatment of its inter-
ests, or else that this proportion is generally stable and only the objects
that are affected by it are subject to change. But perhaps it may be stated
more specifically that a conspicuous prevalence of symbolism is as much
part of primitive and naive as of very highly developed and complicated
stages of cultural development. It may be that the progressive development
frees us from symbols in the realm of cognition, but makes us more
dependent on them in practical matters. By contrast with the nebulous
symbolism of mythological world views, modern philosophy shows an
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incomparable directness in its interpretation of objects. On the other hand,
the extensive and intensive multiplication of life-experiences has the result
that we have to subsume, condense and represent them by symbolic forms
to a greater extent than was necessary under simpler and more restricted
conditions. Symbolism, which at lower cultural stages often means detours
and waste of energy, is expedient and saves energy at the higher stages. One
may think here of diplomatic techniques in the international as well as the
party political sphere. Certainly, it is the relation between actual degrees of
power that determines the outcome of the struggle between interests. But
these are no longer measured against each other directly in a physical fight;
they are represented conceptually. Behind the representative of each collec-
tive power stands in condensed potential form the real power of his party,
and it is just in proportion to the latter that his voice is effective and his
interest able to prevail. He himself is the symbol of this power. The intel-
lectual exchange between the representatives of different power groups
symbolizes the course that a real battle would have taken, in such fashion
that the vanquished accepts the result as though he had really been defeated.
I call to mind, for instance, the negotiations between employees and
employers to avoid an impending strike. Each party yields just at the point
which, according to its estimate of the respective strength of the parties,
would be enforced by an actual strike. The ultima rationis is avoided by antici-
pating its results through imaginative devices. If such a representation and
measurement of real strength could always be made accurately by the imag-
ination, then every battle could be avoided.The utopian suggestion to decide
the outcome of future wars by a game of chess between the generals is
absurd, because the result of a game of chess does not give any indication of
what would have been the outcome of a struggle between the armies, and
so cannot symbolize and represent it in a valid way. However, a war game in
which the whole armed forces, all fortuitous occurrences, all the intelli-
gence of the leaders, found an appropriate symbolical expression, might
possibly eliminate the physical struggle if such a game could be conceived.

The multitude of factors — of powers, substances and events — that operate
in modern life demand a concentration in comprehensive symbols which
can be manipulated with the assurance that they will lead to the same result
as if all the details had been taken into account, so that the result will be
applicable and valid for all particulars. This should be possible to the extent
that the quantitative relations between things become, so to speak, inde-
pendent. The growing differentiation of our representations has the result
that the problem of ‘how much’is, to a certain extent, psychologically sepa-
rated from the question of ‘what’ — no matter how strange this may sound
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from the logical point of view. It occurred first and most successully in the
construction of numbers, by extracting the ‘so and so much’ out of ‘so
many things’ and making it into independent concepts. The more stable the
concepts become with reference to their qualitative content, the more atten-
tion becomes focused upon their quantitative relations. Finally, the ideal
of knowledge is seen as the dissolution of all the qualitative categories of
reality into purely quantitative ones. This specification and emphasis of
quantity facilitates the symbolic treatment of things. Since those that differ
in content may coincide with respect to quantity, the relations, characteris-
tics and movements of one of them may provide a valid representation of
those of another. The simplest examples are the tokens that represent the
numerical value of any object, or the thermometer that shows the tempera-
ture in degrees. It may appear self-evident today that symbols should be
created by segregating the quantitative aspects of things; but this is in fact an
achievement of the human mind which has remarkable consequences. The
institution of money depends upon it inasmuch as money represents pure
quantity in a numerical form, regardless of all the specific qualities of a
valued object. An account from ancient Russia illustrates a very character-
istic transition from the qualitative to the quantitative symbolic representa-
tion. Originally, marten furs served as a means of exchange. As trade
developed, the size and quality of individual pelts lost all significance for
their exchange value; each pelt simply equalled any other, and only the
number of pelts mattered. Eventually only the tips of the pelts were used as
money, and finally pieces of leather, probably stamped by the government,
circulated as a means of exchange. This clearly illustrates how the reduction
to a quantitative viewpoint supports the symbolization of values, which is
the basis for the genuine realization of money.

However, it appears that at first ideal money does not meet the higher
economic needs, although it is particularly suited for general acceptance,
since it has no relation to particular values, but an equal relation to all of
them. The extraordinary spread of cowry-money — which was used for a
thousand years in a large part of Africa, at an earlier time in the region of the
Indian Ocean, and in prehistoric times in Europe — would not have been
possible if it had not been so genuinely ideal. At the lower economic stages,
extreme contrasts of money values exist side by side; on the one hand, there
is money which is entirely concrete in value, such as cattle or cotton cloth,
which circulates when large amounts of money are involved, and on the
other, there is completely ideal money such as crowy shells, the bark of the
mulberry tree which Marco Polo discovered in China, or the pieces of porce-
lain with Chinese characters, which circulated in Siam. A certain functional
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development beyond the types of money with concrete value begins where
natural products which are at the same time export articles become means of
exchange: tobacco in Virginia, rice in Carolina, cod in Newfoundland, tea in
China and furs in Massachusetts. In the case of export articles, value becomes
psychologically separated from the immediacy which prevails in the domestic
use of money. However, the most useful compromise between abstract kinds
of money, such as those just mentioned, and money which has intrinsic
value, is still jewelry money, that is, gold and silver; this is neither so whim-
sical and senseless as the former, nor so crude and singular as the latter. Gold
and silver are obviously the forms through which money can most easily and
certainly become a symbol. Money has to pass through this incarnation in
order to achieve its greatest effects, and it seems unlikely that it will escape
from it in the foreseeable future.

As secondary symbols — as they may be called by contrast with the naive
symbolism of naive states of mind —increasingly replace the direct substance
of things and values in practical life, the importance of intellect in the
conduct of life is extraordinarily enhanced. As soon as life no longer moves
between particular sense impressions but is determined by abstractions,
averages and synoptic views, then, particularly in the sphere of human rela-
tions, a more rapid and exact process of abstraction will produce an advan-
tage. If public order today can be secured by the mere appearance of an
official, whereas in former times it required physical force; if a mere signa-
ture binds us unconditionally, both externally and internally; if'a mere hint,
or a facial expression, suffices among civilized people to indicate a lasting
relationship which, under less developed conditions can be shown only by
lengthy explanations or long-term behaviour; if sacrifices can be imposed
upon us by written accounts which could be wrested from more ignorant
peoples only by the real working of the factors conceived — then this signif-
icance of symbolic things and acts is obviously possible only as a result of
greatly enhanced intellectuality, and of the existence of such independent
mental power that the particular details of phenomena no longer require
attention.

I have made these observations in order to clarify the role of money too in
this trend of cultural development. The increasingly influential principle of
economizing strength and materials leads to more and more extensive exper-
iments with representatives and symbols that have virtually no relation to
what they represent. The same course is followed when operations with values
are carried out by a symbol that loses more and more any material relation to
the specific phenomena of its area and becomes merely a symbol. This form
of life not only presupposes a remarkable expansion of mental processes
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(consider, for instance, the complicated psychological pre-conditions required
to cover bank notes by cash reserves) but also their intensification, a funda-
mental re-orientation of culture towards intellectuality. The idea that life is
essentially based on intellect, and that intellect is accepted in practical life as
the most valuable of our mental energies, goes hand in hand with the growth
of a money economy, as our further discussion will show plainly. Intellect is
also undoubtedly sovereign in the field of commerce, and especially in finan-
cial transactions. The growth of intellectual abilities and of abstract thought
characterizes the age in which money becomes more and more a mere
symbol, neutral as regards its intrinsic value.

[l
Renunciation of the non-monetary uses of monetary material

It must be kept in mind that thus far we have only established a trend of devel-
opment which began when the intrinsic value of money was co-ordinated
with all other values. Thus, some other conceptions have to be disproved
which apparently coincide with our theory that money has no intrinsic value,
in so far as they emphasize the distinction between money and all other values
and thus seek to prove that money cannot possibly be a value of the same kind.
As is so often the case, this establishes in a rigid form and by anticipation what
can be established only by endless approximation. In arguing against the
dogma of the intrinsic value of money, we should not become victims of the
dogma that money is valueless — an error into which the following notions
might lead us. It appears that even the most useful object must renounce its
usefulness in order to function as money. If, for example, in Abyssinia specifi-
cally cut pieces of rock salt circulate as coins, they are money precisely because
they are not used as salt. On the coast of Somaliland pieces of blue cotton
cloth, each two ells long, used to circulate as money. This was a considerable
progress over the use of cloth money that was cut and composed arbitrarily,
but nevertheless it indicates a tendency to abandon the use of cloth as cloth.
The possible use of gold and silver for technical and aesthetic purposes cannot
be realized as long as they circulate as money, and the same is true of all other
kinds of money. The various uses that the material of money has for our
purposes must all be renounced if it is to be used as money. As soon as such
materials reveal their practical, aesthetic or other value they are withdrawn
from circulation and are no longer money. All other values may be compared
with each other and exchanged according to the measure of their utility in
order to acquire a specific value, but money is kept completely apart from this
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series. For as soon as it is used in the same manner as the value that it buys, it
ceases to be money. It may be part of the unique suitability of precious metals
as money material that they can easily be restored from some other form to
the form of money. Nevertheless, at any given moment they have the choice
of being either money or jewelry, that is of functioning either as money or as
use value. It may appear that money is then assimilated again to the other
categories of value. For if I buy a yard of wood for fuel I value its substance
only for the heat that it produces and not for any other possible use. In reality,
however, the situation is quite different. If it is claimed that the value of money
consists in the value of its material, this means that its value is embodied in
the qualities or powers of the substance which are not those of money. The
apparent paradox indicates that money does not necessarily have to be based
upon substances that are intrinsically valuable, i.e. valuable in some other
respect. It is sufficient if the ability to function as money is transferred to any
substance, the other qualities of which are quite irrelevant. It remains to be
seen whether the abandonment of all those value functions that support the
theory that money must possess intrinsic value, justifies the conclusion that
money can be only money and nothing but money.

The point in question is the very important phenomenon of an object
that has several functions of which only one, to the exclusion of all others,
can be realized; and whether this realized function is modified in its signif-
icance and its value by the retreat of the others. In order to understand the
co-existence of different possibilities, it may be permissible to point out
first how the succession of diverse functions affects the one that finally
survives. If the repentant sinner is given a higher value in the moral order of
the world than the righteous man who has never erred, then this valuation
of the moral superiority of the sinner is not derived from the presently
existing situation — for the ethical content of this situation is, according to
our assumptions, exactly the same as that of the righteous man — but from
the preceding situation, in which the moral behaviour was different and
from the fact that this situation no longer exists. Again, if freedom and self-
determination is restored after there has been obstruction of our activity
and external enforcement of its direction, our actions then acquire a partic-
ular feeling of well-being and value, which arises not from their content or
success, but exclusively from the fact that the form of dependency has been
eliminated. The same activity, following an uninterrupted series of inde-
pendent actions, would lack the attraction that springs simply from the
passing of a preceding form of life. This influence of not-being on being
appears — somewhat modified and more obvious in spite of the differences
of content — in the significance that immediate emotional life has for lyrical
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or musical art. For even though the lyric and music are based upon the
strength of inner emotions, their character as art requires that the imme-
diacy of these emotions should be overcome. Although the raw material of
emotion, with its impulsiveness, its personal limitations, its unbalanced
fortuitousness, is the prerequisite of a work of art, the purity of art requires
a distance, a release from the emotion. This is the essential meaning of art,
for the artist as well as for those who enjoy it, namely, that it raises us above
the immediacy of its relation to ourselves and to the world. The value of art
depends upon our overcoming this immediacy, which then operates as if it
no longer existed. And if it is asserted that the attraction of the work of art
depends, after all, upon the resonance of that autochthonous emotion, that
original agitation of the soul, it will nevertheless be admitted that the specific
element of art lies not in what is common to the immediate and aesthetic
form of emotion, but in the new colouring which the aesthetic form
receives to the extent that the immediate form has faded away.

Finally, let us consider the most decisive and most general instance, which
is considered only rarely because it is deeply embedded in our fundamental
valuations. It seems to me that a vast number of life experiences that we
enjoy derive their intensity from the fact that, for their sake, we leave unex-
plored innumerable opportunities for other enjoyments and for other ways
of proving ourselves. A regal extravagance, a careless grandeur of existence,
is revealed by the way that people ignore each other or pass on after a brief
encounter, by our total indifference towards many to whom we could give
much and who could give much to us. But there also emanates from this
unique value of non-enjoyment a new, enhanced and more concentrated
charm in what we do actually possess. The fact that this one among innu-
merable possibilities has become reality gives it a triumphant tone; the
shades of the untried, neglected richness of life provide its victor’s retinue.
Moreover, what is given to other people often derives its value from what is
retained, or indeed resolutely withheld. A cordial expansiveness, especially
towards those of lower status, loses its value if it goes too far, if one shows
too little reserve. It is all the more important to the recipient that one even
offers a part of oneself, when he feels that one has still kept back something
of oneself. In the last resort, it is the same with the significance of our own
actions and undertakings. Sudden and compelling demands often make
evident to us that we have abilities and powers for tasks that have hitherto
seemed remote; that we have energies that would have remained latent if by
chance an emergency had not elicited them from us. This shows that, besides
the energies that are actually used, there are indeterminate potentialities
which lie dormant in everyone, so that each person could have become
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something different from what he actually became. Life allows only a very
limited number among these many possibilities to be realized; consequently,
these appear more significant and precious the more we understand that
they are a selection from many, that many forms of activity remain undevel-
oped and have to be sacrificed in order to develop others. Since so many
possible achievements have to be sacrificed for the sake of one particular
accomplishment, the latter represents, as it were, the quintessence of a much
wider range of life-energies. By denying growth to these other energies it
acquires significance and sharpness, a tone of distinction and accumulated
force, which makes it the focus and representative of our total personality,
transcending the area with which it is directly concerned.

Money may be subsumed under this general type of value formation. It is
certainly correct that the other values of money’s substance have to be
discarded for the substance to become money; but the value that money has,
and that allows it to perform its function, may be determined by those other
possible uses which have to be foregone. As in the cases that we have just
discussed, the perceived value of the developed function is constituted by its
positive content and also by the exclusion of all other functions. What is
effective here is not the operation of other functions but the fact that they
do not operate. If the value of any object is determined by the fact that
something else is sacrificed for it, then the value of the money material is
determined by giving up all its other uses so that it can become money. This
kind of valuation is, of course, reciprocal; i.e. the value of the money mate-
rial for other uses will also increase if its use as money is abandoned. The
wampum of the North American Indians consisted of mussel shells, which
served as money but could also be worn as a decorative belt. These functions
are obviously correlated; the role of the shells as jewelry has acquired an air
of distinction by virtue of the fact that it requires abstention from using
them directly as money. This whole type of value may be regarded as an
instance of scarcity value. This usually implies that an object is demanded
by more individuals or in greater quantity than the supply is adequate to
meet. If different needs that can be satisfied by the same object compete
for it — whether these needs occur in a single individual or among several
individuals — the situation is naturally affected by the restriction of the
supply, which makes impossible the satisfaction of all the needs. Just as the
exchange value of grain can be traced to the fact that there is not enough of
it to satisty all those who are hungry, so the exchange value of the money
material is the result of the fact that there is not enough to satisfy all those
needs for it additional to the need for money. So far from the renunciation
of other uses reducing the value of the metal that is used for money to that
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of quite worthless materials, these unrealized uses of the material instead
contribute largely to the value of money.

The first argument against money as merely a symbol

There is another argument which seeks to convince us more directly than
the one we have just refuted that money cannot be a value. Let us imagine
an all-powerful individual with despotic authority within a given group
over everything that he desires; one, for example, such as those chiefs in
Oceania of whom it is said that they ‘cannot steal” because everything already
belongs to them. Such an individual would have no occasion to seize the
money of the group, since he can in any case take possession of everything
that money can buy. If money were itself a value in addition to other avail-
able values, then he would desire it as much as those other values. If it is
clear that this does not happen in the fictitious case that I have described,
then it seems to follow that money is really only a representative of real
values, and is unnecessary once the real values are attainable without money.
But this simple idea presupposes what it wishes to prove, namely that the
substance of money has no value of its own aside from its functioning as
money. For if it had such value it would be desired by the wielder of power
not so much as money but for its other value as a substance. If such a value
does not exist, its absence does not need to be demonstrated again. Leaving
aside its logical deficiency, however, this case illustrates what specific kind of
value money has. Money has acquired the value it possesses as a means of
exchange; if there is nothing to exchange, money has no value. For obvi-
ously, its significance as a means of storing and transporting values is not of
the same importance, but is a derivative of the function of money as means
of exchange; without the latter, the other functions could not be exercised,
whereas its function as means of exchange is independent of them. Money
has no value either for a person to whom the goods that it can buy are
valueless, or for a person who does not need money to acquire them. In
short, money is the expression and the agent of the relationship that makes
the satisfaction of one person always mutually dependent upon another
person. Money has no place where there is no mutual relationship, either
because one does not want anything from other people, or because one lives
on a different plane — without any relation to them as it were — and is able
to satisfy any need without any service in return. Looked at in this way, the
world of money is related to the world of concrete values as thought is
related to extension in Spinoza’s system: it is impossible that either one
should interfere with the other, because each of them expresses the whole
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world by itself and in its language. Thus, the total amount of value does not
consist of the sum total of the value of things plus the total value of money;
there is a certain quantity of value that may be realized in either form, as
things or as money.

If money were reduced entirely to this value and had divested itself of
all co-ordination with valuable things, it would realize, in the field of
economics, the extraordinary conception that is the basis of Plato’s theory
of ideas. Plato was led, by a profound dissatisfaction with the world of expe-
rience to which we are confined, to conceive a metaphysical realm of ideas
outside space and time, in which the real, harmonious, absolute essence of
things existed. Earthly reality, therefore, became void of all real being and
significance; but on the other hand, something was reflected back upon it
from the realm of ideas; it had at least some part in the glowing realm of
the absolute, as its faint shadow, and so it acquired a significance which
was at first denied to it. This relationship is repeated and confirmed in the
realm of values. The reality of things that confronts the perceiving mind is
devoid of values, as we asserted at the beginning of this investigation; it
develops in a form indifferent to values, often destroying what is most noble
and preserving what is most base, because it does not proceed in terms of a
hierarchy of worth, interests or values. We then subordinate this natural
objective existence to a hierarchy of values, constructed in terms of good
and bad, noble and mediocre, precious and valueless. This construction
does not in any way affect being in its tangible reality, but it is the source of
all meaning that reality may have for us; and we experience it — in spite of
our awareness of its human origin — as being quite the opposite of mere
fancy and subjectivity. The value of things — ethical as well as eudaemonistic,
religious as well as aesthetic — hovers, like the Platonic ideas, above the
world; a realm that is governed by its own alien and intangible inner norms,
but that lends relief and colour to reality. Economic value originates by
derivation from these primary, directly experienced values, by weighing the
objects in which values are incorporated against each other, so far as they
are exchangeable. Within this area, however, economic value, no matter
how it has constituted itself, has the same peculiar relation to the individual
objects as has value in general. It is a world apart, in which the objects are
classified and arranged according to particular norms which are not inherent
in the objects. Objects that are ordered and related by their economic value
form a cosmos that is entirely different from that formed by their natural
and immediate reality. If money were really nothing but the expression of
the values of things external to money, it would be related to things just as
the idea, which Plato conceived also as a substantial, metaphysical entity, is
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related to empirical reality. The movements of money — balancing, accumu-
lation, outflow — would directly represent the value relationship between
things. The world of values, which hovers above the real world apparently
unconnected yet without question governing it, would be represented in
its “‘pure form’ by money. And just as Plato interprets the real world, from
the observation and sublimation of which the ideas have arisen, as a mere
reflection of these ideas, so then do the economic relations, stages and fluc-
tuations of concrete things appear as derivatives from their own derivative,
namely as representatives and shadows of the significance that their money
equivalent possesses. No other species of values is more favourably situated
in this respect than are economic values. Religious values are embodied in
priests and churches, ethical-social values in administrators and the visible
institutions of state-power, the values of knowledge in the norms of logic;
but none of these is more detached than are economic values from concrete
valuable objects or processes; none is more completely the mere abstract
bearer of value; in none of them is the whole world of relevant values so
faithfully reflected.

The development of money is a striving towards the ideal of a pure symbol
of economic value which is never attained. At first, as we must clearly
remember, money belongs to the same series as all other objects of value, and
its concrete material value is balanced against these. With the growing need
for means of exchange and standards of value it changes more and more from
a connecting link between value equations to a symbol of these equations and
thus becomes more independent of the value of its material. Yet money cannot
cast off a residue of material value, not exactly for inherent reasons, but on
account of certain shortcomings of economic technique. One of these has to
do with money as a means of exchange. The substitution of symbolic meaning
for the intrinsic value of money is made possible only by a number of factors
which we noted earlier. These are that the proportion between the single
commodity and the economically effective total quantity of commodities
is, with certain qualifications, equal to the proportion between a certain
amount of money and the economically effective total quantity of money;
that the denominators of these fractions are practically but not consciously
effective, since only the changing numerators are of real interest in deter-
mining the transactions; and that in this transaction a direct equation between
the commodity and the sum of money appears to take place, although of
course it is quite a different basis from that of the original equation between
the object and the material value of money. Even if this development is
accepted, it remains true that the factors arising from the respective total sums
of value are situated within fluctuating limits, and the instinctively formed
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estimation of their size will always be rather inexact. Perhaps that is why it is
impossible to do without a direct value equation between commodities and
money. The portion of intrinsic material value contained in money provides
the support and complementation that we need because our knowledge of the
exact proportion is insufficient; otherwise an identity between the measured
value and the standard, that is an intrinsic value of money, would not be
required. So long as experience and economic practice show that the proposi-
tion is imprecise, the measuring process will require a certain qualitative unity
of the standard and the values themselves. It may be of interest to point out a
corresponding instance in the aesthetic use of precious metals. An expert
reported from the London Exhibition of 1851 on the differences between
English and Indian gold and silverware. The English craftsman seems to have
striven to incorporate the largest possible amount of metal in the smallest
possible form; the Indian craftsman however, ‘used enamelling, damascene
and filigree work, etc., in such a way as to incorporate the greatest possible
amount of highly skilled work in the smallest possible quantity of metal’. Yet
even in the latter case it is certainly not irrelevant for the aesthetic significance
of the jewelry that the small amount of metal employed is precious metal.
Even if this practice is carried to a point where the amount of metal has only
a minimal value, this minimum still has to be of precious material for the
purpose of decoration and aesthetic pleasure. The intrinsic value of the mate-
rial is not important, only the fact that the sole adequate bearer of a perfect
formal relationship between the parts is a very precious material.

It is, by the way, quite obvious that this attribution of the material value
of money to a complementing and supporting principle with reference to
the uncertain relations is only an interpretation of processes that occur in
the subconscious of the economic subjects themselves. Economic interac-
tions take place with such admirable expediency, by subtly organized dove-
tailing of innumerable details, that it would be necessary to assume that they
were integrated by a superior mind, operating with superhuman wisdom,
if one did not fall back upon the unconscious power of adaptation of the
human species. The conscious intentions and foresight of individuals would
not suffice to maintain the harmony that economic activity displays along-
side its fearful discords and inadequacies. We have to assume that there are
unconscious experiences and calculations which accumulate during the
historical development of the economy and which regulate its course. It
should be remembered, however, that unconscious conceptions do not
provide a satisfactory explanation, but are only aids to understanding that
are actually based upon a fallacy. We arrive at determinate thoughts and
actions from particular conceptions, chains of reasoning, etc. But if these
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consequences emerge without the antecedents, we conclude that the latter
nevertheless existed without our being conscious of them. From a logical
point of view, this is clearly unwarranted. Surreptitiously, we turn the merely
negative fact that we are ignorant of the causative conceptions into a posi-
tive assertion that unconscious representations exist. Actually we know
nothing of the processes that produce a psychic effect without conscious
antecedents, and the notion of unconscious representations, experiences
and inferences only expresses the fact that the effects occur as if they were
the result of conscious motivations and ideas. The urge to explain has to rest
content with investigating these processes and treating them as (uncon-
sciously) effective causes, although they merely symbolize the real course
of events. In our present state of knowledge it is unavoidable, and thus
legitimate, to interpret the formation of values — their consolidation and
fluctuation — as unconscious processes which follow the norms and forms
of conscious reasoning.

The second argument against money as merely a symbol

The second reason for not regarding money as being only a symbol is
connected with its significance as an element in exchange. Although, in
principle, the exchange function of money could be accomplished by mere
token money, no human power could provide a sufficient guarantee against
possible misuse. The functions of exchange and reckoning obviously depend
upon a limitation of the quantity of money, upon its ‘scarcity’, as the expres-
sion goes. If the proportion between the single amount and the total sum of
commodities and of money is accepted as valid, then the proportion appears
to be unchanged by an arbitrary increase in the amount of money and is
able to retain its significance for the establishment of prices. The money
fraction would show a proportionate increase of both the numerator and
the denominator, without changing the value of the fraction. In reality,
however, these changes do not occur in the same proportions if the amount
of money is considerably increased. The denominator of the money fraction
is in fact increased, but the numerator is unchanged until all exchange
transactions have been adjusted to the new basis. The price, which equals
the absolute size of the numerator, is therefore unchanged for the time
being, whereas, as a fraction of the total sum of money, it has become much
smaller. Consequently, the owner of new quantities of money, and in the
first place the government, occupies a highly privileged position in relation
to all sellers of commodities. The most serious repercussions upon exchange
transactions will follow from this situation, particularly at the moment
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when the government’s own revenues are paid in devalued money. The
numerator of the money fraction — the price of commodities — rises propor-
tionately to the increased supply of money only after the large quantities of
new money have already been spent by the government, which then finds
itself confronted again with a reduced supply of money. The temptation
then to make a new issue of money is generally irresistible, and the process
begins all over again. I mention this only as an example of the numerous
and frequently discussed failures of arbitrary issues of paper money, which
present themselves as a temptation whenever money is not closely linked
with a substance of a limited supply. This is shown most clearly by an appar-
ently contradictory example. In the sixteenth century, a French statesman
suggested that silver should no longer be used for money, and that coins
should be made from iron, because the bulk import of silver from America
was depriving this metal of its scarcity. The use of a metal that becomes
valuable only by official coinage would provide a better guarantee for the
required limitations of the quantity of money, since the supply of money
would become unlimited if every owner of silver was thereby automatically
an owner of money. This peculiar suggestion shows a very distinct under-
standing of the fact that a precious metal is not as such the proper material
for money, but only in so far as it sets a necessary limit to the supply of
money. If a metal fails to do this, then it has to be replaced by another
substance, the supply of which can be more effectively controlled. The pref-
erence for metal as a means of exchange is the consequence of certain func-
tional qualities; if for any reason these are lacking it is replaced by another
currency better qualified in this respect. Owing to the poor condition and
incalculable variety of coins coming into Genoa in 1673, transactions were
based on bills of exchange. Today we know that only precious metals, and
indeed only gold, guarantee the requisite qualities, and in particular the
limitation of quantity; and that paper money can escape the dangers of
misuse by arbitrary inflation only if it is tied to a metal value established by
law or by the economy. The following instance illustrates how effective
such a restriction is, even in controlling individual speculation. During the
American Civil War the circulation of Confederate paper money — ‘green-
backs’ — was prohibited in the western states, and although they were legal
tender, nobody dared to repay in paper money a loan received in gold, by
which means he could have made a profit of 150 per cent. In the eighteenth
century the situation was similar in respect of the treasury bonds that the
French government had issued to meet its pressing need for revenue. It
was decreed that only 25 per cent of any payment could be made in these
bonds, but nevertheless the value of the bonds soon declined to a very small
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proportion of their nominal worth. Such cases show the extent to which the
significance of specie is sustained by the laws of exchange themselves. This
does not happen only in the type of case that I have quoted so far. When the
Bank of England ceased to redeem its notes between 1796 and 1819 the fall
in the value of gold was only 3—5 per cent, but commodities prices rose
20—-50 per cent as a result! Whenever a compulsory rate of exchange leaves
only paper money and small coins in circulation, serious harm can be
avoided only if the exchange rates show only minimal fluctuation over long
periods, and to ensure this the issue of paper money must be strictly limited.
This indispensable regulating function of gold, and formerly of silver, is due
not to the correspondence between its value and that of the objects for
which it is exchanged, but to the relative scarcity of the metal, which
prevents the flooding of the market with money and the consequent under-
mining of the proportion upon which the equivalence of a commodity
with a certain amount of money is based. The disruption of this proportion
may be brought about from both sides. The excessive increase in money
creates pessimism and mistrust among the people, so that they attempt to
dispense with money and to fall back upon barter and promissory notes.
This reduction of the demand for money leads to a further decline in the
value of the money in circulation. The authority responsible for issuing
money attempts to counteract the decline in value by further increasing the
supply of money; thus supply and demand drift further apart, and the recip-
rocal effects that we have noted produce a cumulative decline in the value
of money. This distrust of the value of money produced by government
coinage — in contrast to the confidence in the value of specie — may assume
a form in which, as in the later Roman Republic, coin circulates only in the
retail trade, whereas large-scale transactions are carried on with money
which is reckoned by weight. Only in this fashion, it was believed, could
trade be protected against political crises, party interests and government
interference.

The supply of money

It may appear from the foregoing that the inconveniences of an unlimited
increase in the volume of money are attributable not so much to the increase
itself, but rather to the way in which it is distributed. Shocks, hypertrophy
and stagnation occur only because the newly created money is initially in
one hand and spreads from there in an uneven and inappropriate manner.
This might be avoidable if a way could be found of distributing the money
equally or according to some principle of equity. Thus, it has been said that
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if every Englishman were suddenly to find that he had twice as much money
in his pocket, all prices would increase correspondingly but no one would
gain any advantage; the only difference would be that the pounds, shillings
and pence would have to be calculated in larger amounts. This would not
only dispose of the objection to token money but would also illustrate the
advantages of an increase in the volume of money, arising from the empir-
ical fact that more money means more transactions, greater well-being,
power and culture.

There is little to be gained from a discussion of such hypotheses, based
upon quite unrealizable presuppositions, yet they lead to a better under-
standing of the real conditions which render a gradual elimination of the
intrinsic value of money impossible. Let us assume an ideal condition in
which an increase in the volume of money has brought about an equal
increase in what every individual owns: then one conclusion — that nothing
has changed because all prices rise equally — contradicts the other — that the
increase in the volume of money brings about a stimulation and expansion
of trade. It is tempting to assume that the relations between individuals, that
is the relative social position of superiors and inferiors, would in this case
remain unchanged, while the total sum of objective cultural goods would be
increased; that the content and enjoyment of life in an absolute sense
would have risen both generally and for each individual, without changing
anything in the relationship between wealth and poverty, which mutually
determine each other. It might be pointed out that the modern commercial
culture has already made available to the poor a number of goods — public
amenities, educational opportunities, means of subsistence, etc. — which
even well-to-do people did not enjoy formerly, without changing the relative
position of rich and poor. The possibility that an increase in the volume of
money, distributed proportionately, extends objective culture and also the
cultural content of the individual life in absolute terms, while the relations
among individuals remain the same, deserves examination. On closer scru-
tiny, however, it appears that real success can be achieved only by an unequal
distribution of the increased supply of money, at least in the first instance.
Money, which is entirely a social institution and quite meaningless if
restricted to one individual, can bring about a change in general conditions
only by changing the relations between individuals. The increased liveliness
and intensity of commerce that ensues from a plethora of money can be
traced to the fact that the desire for money increases at the same time. The
wish to acquire as much money as possible from other people, though always
present, evidently becomes sufficiently urgent to lead to extraordinary exer-
tion and diligence only when the individual becomes acutely aware of having
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less than others; this is the sense of the remark, ‘Les affaires — c’est I'argent des
autres’. If what the above theory presupposes were true — namely, that an
increase in the volume of money would leave the relations of people to each
other and the relative prices of commodities completely unchanged — there
would be no such stimulation of work energies. Moreover, the magical
doubling of the volume of money will also affect the relations between indi-
viduals because the financial situation of the individuals is different to begin
with.The doubling of three different incomes of 1,000, 10,000 and 100,000
marks, for instance, changes the relation between the recipients because the
objects bought for the second 1,000, 10,000 marks, etc., are not simply
duplicates of what was bought for the first 1,000 marks, and so on. In the
first case there would be, perhaps, an improvement in nutrition, in the
second a refinement of artistic culture, and in the third a greater involvement
in financial speculation. If we assume a preceding absolute equality among
individuals then no changes would be produced either in the subjective or in
the objective aspects of their lives, because if the latter changed then it would
be in an unpredictable way; they would show an upswing of activity only if
the differences in individual incomes became, or were felt to be, more
important than previously.

Even more relevant to our purposes are considerations about the factual
implications of this theory; namely, that the doubling of all money incomes
would leave everything unchanged, because all commodity prices would be
simultaneously doubled. This reasoning is false, because it overlooks a pecu-
liar and decisive characteristic of money, which might be termed its relative
inelasticity. This consists in the fact that the distribution of an additional
quantity of money in a given economic region does not raise all prices
proportionately, but creates new price relationships which do not neces-
sarily result from the power of individual interests. Inelasticity is a conse-
quence of the fact that the money price of a commodity, despite its relativity
and the absence of an inherent connection with the commodity, neverthe-
less acquires a certain stability and appears to be the objectively adequate
equivalent. If the price of an object has remained stable within definite
limits, then it does not usually change without resistance simply because
the value of money has changed. The association — of concepts as well as of
interests — between the object and its price has become psychologically so
firmly fixed that the seller will not readily admit a decline or the buyer an
increase, as would be a matter of course if the balancing of money value and
commodity value were accomplished by the same unrestricted mechanism
through which the thermometer rises or falls according to the temperature
without any disturbance of the exact relation between cause and effect
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resulting from change in the degree of resistance to the movement. If one
suddenly has twice as much money in one’s pocket as a short time before,
one isnotinclined immediately to pay twice the amount for each commodity.
Or it may be that with the bravado of the newly rich, reckoning the new
wealth by the previous standards, one will not trouble about price at all.
However, both the willingness to pay more and the disinclination to pay as
much as the new appropriate price show that a proportional regulation of
prices is out of the question during the initial period of abundant money,
and that the established association between a commodity and a traditional
range of prices has a continuously disturbing influence. Furthermore, the
demand for commodities will change considerably following an increase or
decrease in the quantity of money even if this affects everybody equally. If
there is a decrease, for instance, objects that have a sufficiently steady sale
may still be sold at half the price up to that amount or even in greater abun-
dance, but beyond a certain limit they may not find any buyers at all. In the
case of a general increase in the supply of money, on the other hand, a lively
demand will develop for those goods that were desired by the mass of the
people, i.e. for goods that are just above their present standard of living. The
demand would not increase very greatly for those goods that satisfy basic
needs, which can be met by a limited supply, or for those that satisfy the
most refined and cultivated needs, which are significant only for a limited,
scarcely expanding, circle. Price increases would affect mainly the goods
between these extremes where prices would remain relatively stable. There
would be no question of the increased supply of money affecting all prices
equally. In general terms, the theory that the relativity of prices renders the
absolute quantity of money a matter of indifference is incorrect, because
this relativity is in practice continuously disrupted by a psychological
process which makes the prices of certain commodities rigid and absolute.

It might be argued that these doubts about the harmlessness of an unre-
stricted increase in the supply of money are valid only for the transitional
periods of adjustment between two different price levels. They presuppose
that the whole process evolves from a proportional relationship between the
quantities of goods and money. It must be possible to establish this relation-
ship at a different level, and future fluctuations could be eliminated just as
well as the preceding ones.The doubts can refer only to the period of change,
not to the accomplished changes, which cannot be held responsible for the
maladjustments, dislocations and difficulties of the transition period. It is
impossible to conceive of any means of exchange that would not eventually
enforce an adjustment, so that the money price of a commodity expressed
the proportion between its value and the value of the total quantity of
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commodities; and therefore an arbitrary increase in money is unable to
disrupt this proportion permanently. This reasoning is quite correct, but it
does not prove that the removal of all limitations upon the increase in the
supply of money is possible, taking into account the inadequacy of human
circumstances. For the transitional period, the instability and difficulties of
which are admitted, would then become a permanent condition, and the
state of adjustment that is attainable in principle for any quantity of money
would never be reached.

Reality and pure concepts

This argument may be summarized as follows. Money performs its services
best when it is not simply money, that is when it does not merely represent
the value of things in pure abstraction. Precious metals are also valuable as
jewelry or for technical purposes, but this has to be conceptually distin-
guished as a primary fact from the secondary fact that they are valuable on
account of it; whereas it is the first and only quality of money to be valuable.
It is not technically feasible to accomplish what is conceptually correct,
namely to transform the money function into a pure token money, and to
detach it completely from every substantial value that limits the quantity of
money, even though the actual development of money suggests that this will
be the final outcome. This is not a contradiction. A great number of pro-
cesses occur in the same manner; they closely approach a definite goal by
which their course is unambiguously determined, yet they would lose
precisely those qualities that led them towards the goal if they were actually
to reach it. One phenomenon that is eminently characteristic of the money
economy may illustrate this point and provide, at the same time, an analogy
for the consequences of unlimited money supply with reference to indi-
vidual circumstances. The striving of the individual to earn more and more
money is of the greatest socioeconomic significance. By seeking the greatest
possible gain, the stockbroker brings about liveliness of transactions, the
adjustment of supply and demand, the introduction of otherwise sterile
values into economic circulation. However, very high profits on the stock
exchange can usually be realized only when there is excessive fluctuation of
the rates of exchange and a preponderance of purely speculative elements.
In such conditions, the production and consumption of goods, which is the
ultimate interest of society, is excessively stimulated in one area and
neglected in another, and in any case is diverted from the course of develop-
ment which corresponds with its specific inner conditions and with real
needs. Here the specific quality of money becomes a basis for the divergence
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between the individual and the social interest, which has previously coin-
cided up to a point. Only through the fact that the value of things has
become detached from the objects and has acquired an independent exist-
ence in a specific substance is it possible for money to develop interests,
movements and norms that, on occasion, act contrary to those of the
symbolized objects. The activities of private enterprise, which are connected
with money, promote the social interest of the production and consumption
of goods so long as they remain merely endeavours, whereas the final
attainment of their ends might undermine the aims of society. This type of
situation is most frequently and decisively produced in those cases where
emotional impulses strive for a final objective without being aware that all
the hoped-for satisfaction is the consequence of relative advances, and may
perhaps turn into its opposite when the goal is reached. I would call your
attention to love, which receives its content and colouring from the desire
for the closest and most permanent union, and frequently loses both when
its object is attained; or to political ideals, which provide the strength and
spiritual fervour in the life of whole generations but which, once they are
realized, do not bring about an ideal condition, but practical materialism,
torpidity and philistinism; or to the longing for a peaceful and undisturbed
way of life, which is the goal of all effort and labour, yet which once accom-
plished often ends in idleness and inner dissatisfaction. It has indeed become
a platitude to say that even happiness, though it is the object of all our
endeavours, would be mere boredom if it were ever achieved as an eternal
state. Although our will drives us in this direction, the attainment of such a
condition would contradict its striving, and only the admixture of the
suffering that we want to avoid can give any sense to the pursuit of happi-
ness. This kind of process may be summed up by saying that the effective-
ness of some or perhaps all elements of life depends upon the concurrence
of opposing elements. The proportion in which an element and its opposite
are combined and co-operate are naturally variable, sometimes in the sense
that one element steadily increases while the other declines, so that the
trend of the development appears to be one in which one element will
finally supplant the other. But as soon as this happened and every trace of the
second element disappeared, the sense and effectiveness of the first element
would also be paralysed. This happens, for instance, with the opposition
between individualism and socialism. There are periods in which the latter
determines historical development, not only in reality, but also as an infer-
ence from ideal convictions and an expression of a developing conception
of society which strives toward perfection. But if, in the party politics of
such an age, it is then concluded that, since all progress depends upon the
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growth of the socialist elements, their triumph will produce the most
advanced and ideal state of things, this overlooks the fact that the whole
success of socialist measures depends upon the circumstance under which
they are introduced into an individualistic economic system. The progress
resulting from the relative increase of socialist measures does not justify the
conclusion that their complete implementation would represent further
progress. It is the same with periods of increasing individualism. The signif-
icance of individualistic measures depends upon the fact that centralized
socialist institutions continue to exist; these can be progressively reduced,
but their complete disappearance would lead to unanticipated results
differing widely from those that individualism had previously brought
about. In the field of art, the contrary tendencies towards naturalism and
towards mannerism show a similar pattern. At each particular moment in
the development of art there is a mixture of simple reflection of reality and
subjective transformation. From the standpoint of realism, art becomes
more perfect through the growth of the objective element. But at the very
moment when this became the sole content of a work of art the growing
interest would suddenly turn to indifference, because the work of art would
no longer be distinct from reality, would lose its significance as a separate
entity. On the other hand, although enhancement of the generalizing and
idealizing element may refine art for a time, it must reach a point where the
relation to reality, which the idealistic movement was supposed to represent
in a purer and more perfect form, is completely lost as a result of the elimi-
nation of all individualistic contingency. In short, a number of most impor-
tant processes follow this pattern: the growing importance of one element
leads to greater success, but the complete hegemony of this element, and
the total elimination of the contrasting element, would not result in total
success; on the contrary, it would deprive the original element of its specific
character. The relationship between the intrinsic value of money and its
purely functional and symbolic nature may develop in analogous fashion;
the latter increasingly replaces the former, but a certain measure of the
former has to be retained because the functional and symbolic character of
money would lose its basis and significance if this trend were brought to its
final conclusion.

It is not only a formal analogy that is in question here, but the unity of the
deeper meaning of life, which is expressed in this external similarity. In prac-
tice, we can only cope with the variety of elements and tendencies that make
up life by allowing our behaviour, in every context and at every period of time,
to be governed by a uniform and one-sided principle. But in this way the diver-
sity of reality catches up with us again and again, and weaves our subjective
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striving, along with all those factors that oppose it, into an empirical existence
which allows the ideal to enter reality. This does not imply a denial of the ideal;
life is adapted to such absolute strivings as its elements, in the same way as the
physical world is adapted to motions that, if left unimpeded, would have
inconceivable consequences, but that, as a result of their meeting with coun-
terforces, produce the orderly world of natural events. If the practical world is
formed in such a way that our will is focused upon eternity and only attains the
world of reality by being deflected and rebuffed, then here too the structure of
practical life has predetermined the theoretical structure. On innumerable
occasions, our concepts of things are made so unalloyed and absolute that they
do not reflect experience, and only their qualification and modification by
opposing concepts can give them an empirical form. However, these concepts
are not for that reason thoroughly bad; it is precisely through this unique
procedure of exaggeration followed by retraction in the formation of concepts
and maxims that a view of the world which is in conformity with our under-
standing emerges. The formula through which our mind establishes a relation
with the oneness of things, which is not directly accessible, by supplementing
and reproducing it, is in practice as well as in theory a primary too-much,
too-high, too-pure. It gains the consistency and scope of reality and truth only
by means of restraining contrasts. Thus, the pure concept of money as the mere
expression of the reciprocally measured value of things, which has no intrinsic
value of its own, remains completely justified, although in historical reality
this concept is consistently disparaged and limited by the contrary concept
of money as possessing intrinsic value. Our intellect can grasp reality only as a
modification of pure concepts, which, no matter how much they diverge from
reality, are legitimized by the service they render in the interpretation of reality.

1
The historical development of money from substance to function

We have now to consider the historical manifestations of our theoretical
constructions. The broad cultural ramifications of the nature and significance
of money are to be seen in the movements that lead money towards its pure
concept and away from its attachment to particular substances — even though
it never attains the goal that determines its course of development. Thus, money
is involved in the general development which in every domain of life and in
every sense strives to dissolve substance into free-floating processes. On the
one hand, money forms part of this comprehensive development; on the other,
it has a special relationship with concrete values, as that which symbolizes
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them. Furthermore, money is influenced by the broad cultural trends, and it is
at the same time an independent cause of these trends. We are interested in this
interrelation here in so far as the form of money is determined by the condi-
tions and needs of human society. With the reservation that this process never
reaches the goal, I shall now examine the growing importance of money as a
function or symbol, which comes to overshadow its significance as a substance.

On a more profound examination, the dissolution of the concept of
money as a substance is much less radical than appears at first sight; for,
strictly speaking, the substance value of money is also a functional value. No
matter how much precious metals are appreciated simply as substances,
they are in fact appreciated only because they adorn, distinguish, are techni-
cally useful, give aesthetic pleasure, etc., that is to say, because they perform
functions. Their value does not consist in their autonomous being, but
always in their performance. Their substance as such, apart from their
performance, like the substance of all practical objects, is totally irrelevant to
us. It may be said of the majority of objects that they are not valuable, but
become valuable; and in order to do so they must continually emerge out of
themselves and interact with other objects. Our sense of value is bound up
with the effects that objects produce. Even if a particular aesthetic mood
were to attribute objective value to the precious metals on the ground that
their mere existence, quite apart from all recognition and enjoyment,
enriches the world, they would never enter the economic system through
this kind of value. In the economy all value is connected with performance,
and it is an arbitrary way of speaking, which conceals the actual condition,
to say that precious metals have a substantial value which is distinct from
their performance as money. Every value possessed by precious metals as
substances is also a functional value, with the exception of their function as
money. All the values of the precious metals form a series that is simply a
series of functions. This is naturally less easily comprehended, the less lively
these functions are in reality. All the misgivings of the Middle Ages about the
taking of interest arise from the fact that money then appeared to be, and
actually was, much more solid and substantial, more starkly contrasted with
other things, than in modern times when it appears and operates in a much
more dynamic, variable and pliable way. The adoption of the Aristotelian
doctrine that it is unnatural for money to engender money; the condemna-
tion of interest as theft, because the capital repaid equals the borrowed
capital; the argument in favour of this interpretation by Alexander of Hales,
that money did not wear out by use and that it was not profitable, as were
the objects of a lease, to the creditor; the doctrine of Aquinas that in the case
of money, whose sole end is to be spent, use and spending were identical,
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and that therefore the use of money, unlike the use of a house, could not be
sold separately — all these doctrines illustrate how inflexible and dissociated
from the fluctuations of life money appeared, how little it was regarded as a
productive power. The actual insignificance of money’s effects concealed its
functional character. This is the same basic sentiment concerning money as
that which regards it as a metallic substance. This view, like that of the
Middle Ages, opposes money as an entity per se to the circulation of economic
objects, instead of bringing money into this circulation and recognizing
that money, whatever represents it, does not have a function, but is a function.

At the opposite pole from the mentality of the Middle Ages is the credit
economy, in which the bill of exchange serves as money. The dominant idea
in the Middle Ages was the substance of money, rather than its effects, which
were in fact reduced to a minimum, though they could not really be elimi-
nated altogether. In the modern conception of money based upon metal, the
vital point is the working of the substance; and finally, in a credit economy
there is a tendency to eliminate substance entirely, and to regard the effects
as the only important matter.

This superficial view owes something to an earlier scheme of thought
which distinguished in all phenomena between substance and accident.
Certainly this was historically of tremendous importance: the analysis of
every phenomenon into a substantial core and relative, changeable appear-
ances and qualities was a first orientation, a first guiding thread through the
mysterious formlessness of things, giving them a structure and subjecting
them to a general category that was consonant with our intellect. The mere
sense differences that appear at first thus become organized and determined
in their mutual relations. But it is the nature of such forms, as of social
organizations, to appear and to claim to be eternal. Just as the destruction of
one social order in favour of another gives the impression that all order and
regularity is being abandoned, so does reconstruction in the intellectual
realm. The objective stability as well as the subjective understanding of the
world seems to be destroyed when a category that formed the backbone of
a world view is abrogated. But money value will be just as little able to resist
its reduction to functional value as light, heat and life can retain their partic-
ular substantial quality or resist their dissolution into forms of motion.

Social interactions and their crystallization into separate structures

I shall now examine certain structural relationships of the economy. The
extent to which it depends upon these relationships and not upon the
substance of money, where money really functions as money, may be shown
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by a negative example based upon a general observation. We notice that, in
a relationship between two people, the external form is rarely an adequate
expression of its inner intensity. This inadequacy results from the fact that
the inner relations develop continuously, while the external relations develop
in a spasmodic fashion. Even if the two correspond at any given time, the
latter persist in their traditional form whereas the former grow. At a certain
point, there is a sudden development of the external relationship, and char-
acteristically this does not usually stop at the point corresponding to the
inner relationship but anticipates a more advanced intimacy. The use of the
intimate form of address — ‘du’ — with friends as the final expression of
an affection that has existed for a long time is often felt at first to be exag-
gerated, and it produces suddenly an external closeness which is usually
followed only slowly by a corresponding inner intimacy. Sometimes it does
not follow at all. Some relationships break down because the form, although
to a certain extent justified, overtakes the inner relation. A corresponding
phenomenon can be found in the impersonal realm. Social forces which
seek expression in certain constellations of law, modes of exchange and
conditions of government often fail because the traditional forms in these
areas easily become rigid. If the desired external change nevertheless takes
place, then it often goes beyond the state of readiness of the inner forces,
and their subsequent legitimation does not always succeed. In some
instances, the money economy has been introduced in this way. When the
general economic conditions have been tending towards it for a long time,
it takes shape as such a powerful phenomenon that the general conditions
can no longer accommodate it, and if the growth of the inner economic
forces does not catch up rapidly enough with the anticipated forms the new
institutions may come to a tragic end. Such was the situation when the
Fuggers, and indeed all the great bankers of southern Germany, came to
grief. Their financial operations, comparable with those of modern world
bankers, took place in an age that had outgrown the barter economy of the
Middle Ages but did not yet dispose of the communications, guarantees, or
commercial practices that are an indispensable correlate of such transac-
tions. The general conditions were not such that debts could be collected in
Spain or from ruling princes without further ado. The new forms of the
money economy misled Anton Fugger into extending them far beyond
what was justified by the actual conditions in Europe. For the same reasons,
the debtors of these financial magnates were no better off. The financial
crisis in Spain in the sixteenth century resulted from the fact that, although
money was usually available in Spain, it was not available in the Netherlands
where it was most needed. Consequently, difficulties, delays and expenses
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arose which contributed to the ruin of Spanish finances. In other local
conditions money functioned in quite a different fashion. The Netherlands
had the tremendous advantage in their war with Spain in that their money
could be used just where it was available. In the hands of the Dutch it was
really ‘money’, because it could function unhampered, even though the
Dutch actually owned much less money in a material form than did Spain,
since their economic life was based upon credit. The function of money can
be exercised with less money material, the more favourable are the local
conditions; and one might say paradoxically that, the more it is really money
in its essential significance, the less need there is for it to be money in a
material sense.

Alongside the influence of local conditions, it is the stability and relia-
bility of social interaction or, as it were, the consistency of the economic
domain that prepares the dissolution of money as a substance. This is illus-
trated by the fact that money brings about a continually increasing number
of effects while it remains itself immobile. The notion that the economic
significance of money results simply from its value and the frequency of its
circulation at any given time overlooks the powerful effects that money
produces through the hope and fear, the desire and anxiety that are associ-
ated with it. It radiates these economically important sentiments, as heaven
and hell also radiate them, but as pure ideas. The idea of the availability or
shortage of money at a given time produces effort or paralysis; and the gold
reserves that lie in the bank vaults as cover for their notes demonstrate
clearly that the merely psychological representation of money is fully effec-
tive. In this instance, money can truly be described as the ‘unmoved mover’.
It is obvious that the effect of this merely potential money depends upon the
refinement and stability of the economic organization. Wherever social rela-
tions are loose, sporadic and sluggish, sales will be made only for cash, and
the immobile money will not make use of the many psychological channels
through which it can operate. The dual role of money that is lent should also
be considered here, first in the ideal but very significant form of active
debts, and second as a reality in the hands of the debtor. As a claim it counts
among the assets of the creditor, and although it is not immediately available
it is still very effective; on the other hand, although it does not form part
of the debtor’s property he can still achieve the same economic effects
as if it did. The lending of money divides its activity into two parts and
increases enormously the product of its economic energy. But the intellec-
tual abstraction on which this process rests can attain its results only in a
firmly established and civilized social order, in which it is possible to lend
money with relative security and to base economic activity on this partial
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function of money. A certain comprehensiveness and intensity of social rela-
tions is required for money to become effective — otherwise it does not
differ at all from other goods that are exchanged — and a further intensifica-
tion of social relations is needed in order to intellectualize its effects. These
conspicuous phenomena illustrate clearly that the inner nature of money is
only loosely tied to its material basis; since money is entirely a sociological
phenomenon, a form of human interaction, its character stands out all the
more clearly the more concentrated, dependable and agreeable social rela-
tions are. Indeed, the general stability and reliability of cultural interaction
influences all the external aspects of money. Only in a stable and closely
organized society that assures mutual protection and provides safeguards
against a variety of elemental dangers, both external and psychological, is it
possible for such a delicate and easily destroyed material as paper to become
the representative of the highest money value. In the Middle Ages, charac-
teristically, leather money was very often used. If paper money signifies the
progressive dissolution of money value into purely functional value, then
leather money may be regarded as symbolizing the first step towards it.
Leather money preserves, out of all the qualities that characterize money as
a substance, the quality of relative indestructibility; this quality can be
surrendered only when the structure of individual and social relations has
reached an advanced stage.

Monetary policy

The theory and practice of monetary policy confirm the course of develop-
ment from the substantial to the functional significance of money, as well as
the dependence of the latter upon sociological conditions. The fiscalism of
the Middle Ages, and mercantilism, may be regarded as materialistic mone-
tary policies. Just as materialism incorporates the phenomena and values of
spirit into matter, so fiscalism and mercantilism considered the nature and
energy of socio-political life tied to the material of money. The same differ-
ence exists between them, however, as between the crude and the sophisti-
cated form of materialism. The former claims that perception itself is a
material process, that the brain produces thoughts just as the liver secretes
bile; the latter asserts that perception itself is not material, but is a form of
movement of the material, that thoughts consist of a special kind of oscilla-
tion of material elements, as do light, heat or electricity. In accordance with
this difference of intellectual outlook, fiscalism discerns the interest of
government as being to acquire as much ready money as possible for direct
use by the princes for government purposes, while mercantilism, on the
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other hand, lays the greatest stress not upon the accumulation of money but
upon the stimulation of economic activity. These materialistic trends of
monetary policy are still closely associated with the idea that the money
material represents value as such, but the change from a crudely objective
to a functional significance of this material is already discernible. The polit-
ical constitutions of these periods correspond with this situation. Where the
medieval fiscal constitution prevails, the prince has only an external, not an
organic, relationship to his country, which is established by marriage or
conquest and is well indicated by the tendency to extract as much money as
possible from the country. The frequent sale of whole territories for money
was a logical conclusion of this tendency. The purely monetary connection
between ruler and subject demonstrated the absence of any other relation-
ship. The continuous depreciation of the currency by medieval rulers was an
appropriate technique within such a sociological relationship; for these
methods, which give all the benefits to one side and the entire loss to the
other, are possible only when an organic relationship is lacking. The love of
ready money, which seems to be an innate characteristic of oriental peoples,
has been traced to the fiscal policy of their rulers, who use the royal prerog-
ative of coinage as a means of taxation without concern for the conse-
quences of devaluation. The necessary counterpart of this policy is the
passion of their subjects for accumulating ready money in the form of gold
and silver. The emergence of the centralized despotic state involved a much
closer and more vital relationship among the various political elements; and
the idea of an organic whole provides a common basis for the princely
ideal, from Tétat c’est moi” to the notion of the king as the first servant of his
people. Although the interest of the government is still in this case directed
towards the import of ample quantities of money material (i.e. bullion), the
livelier interaction between the head and the members of the state and the
greater animation of political life are reflected in the fact that the ultimate
end of acquisition is no longer mere ownership but the nurture and growth
of industry by money. When these liberal tendencies had produced a freer
flow of political life, an unhampered flexibility and a less stable equilibrium
of elements, the material basis was prepared for Adam Smith’s theory that
gold and silver are merely tools, no different from kitchen utensils, and that
their import increases the wealth of a country just as little as the multiplica-
tion of kitchen utensils provides more food. When the traditional regulation
of money material has been abolished, in order to make way for more anar-
chistic ideas, this new tendency of monetary theory, as might be expected,
leads to another extreme. Proudhon, who wants to abolish all established
forms of the state and to recognize only the free and direct interaction of
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individuals as the proper form of social life, attacks the use of money in
general, seeing it as exactly analogous to those forms of authority that
absorb the living interaction of individuals and crystallize it within them-
selves. The exchangeability of values should be organized without money
as an intermediary, just as the administration of society should be accom-
plished by all citizens without the intervention of the king. In the same way
as every citizen has voting rights, so every commodity should represent
value without the mediation of money. The trend towards this theory of
money, which may be characterized as transcendental by contrast with the
materialistic theory, began with the views of Adam Smith. While materi-
alism asserts that mind is matter, the transcendental philosophy teaches that
matter itself is mind. This does not refer to mind in the spiritualist sense, as
a substance, an autonomous being (although of an immaterial kind), but to
the knowledge that any object, whether physical or mental, exists for us
only in so far as it is conceived by the active process of the mind, or more
precisely, in so far as it is a function of the mind. If the materialistic inter-
pretation of money now appears to be an error, historical analysis shows
that this error was not accidental but was the appropriate theoretical expres-
sion of an actual sociological condition, which had first to be overcome by
the real forces before its theoretical counterpart could be overcome in
theory.

Social interaction and exchange relations: money’s functions

There is a further context in which the sociological character of money
appears.The interaction between individuals is the starting point of all social
formations. The real historical origins of social life are still obscure, but
whatever they were, a systematic genetic analysis must begin from this most
simple and immediate relationship, which even today is the source of innu-
merable new social formations. Further development replaces the imme-
diacy of interacting forces with the creation of higher supra-individual
formations, which appear as independent representatives of these forces and
absorb and mediate the relations between individuals. These formations
exist in great variety; as tangible realities and as mere ideas and products
of the imagination; as complex organizations and as individual existences.
In this way, the objective laws of custom, law and morality developed from
the necessities and practices, which originate incidentally in the relations
between group members and which eventually become fixed. They are ideal
products of human conceptions and valuation, which in our mind now
stand beyond the will and action of the individual as ‘pure forms’. Thus, in
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the continuation of this process, the law of the state is embodied in the
judges and the whole administrative hierarchy; the cohesive power of a
political party lies in its executive committee and its parliamentary repre-
sentatives; the unity of a regiment is incarnated in its flag, and that of a
mystical union rests in its Holy Grail, etc. The interactions between the
primary elements that produce the social unit are replaced by the fact that
each of these elements establishes an independent relation to a higher or
intermediate organ. Money belongs to this category of reified social func-
tions. The function of exchange, as a direct interaction between individuals,
becomes crystallized in the form of money as an independent structure. The
exchange of the products of labour, or of any other possessions, is obviously
one of the purest and most primitive forms of human socialization; not
in the sense that ‘society’ already existed and then brought about acts of
exchange but, on the contrary, that exchange is one of the functions that
creates an inner bond between men — a society, in place of a mere collection
of individuals. Society is not an absolute entity which must first exist so that
all the individual relations of its members — super- and subordination, cohe-
sion, imitation, division of labour, exchange, common attack and defence,
religious community, party formations and many others — can develop
within its framework or be represented by it: it is only the synthesis or the
general term for the totality of these specific interactions. Any one of the
interactions may, of course, be eliminated and ‘society’ still exist, but only if
a sufficiently large number of others remain intact. If all interaction ceases
there is no longer any society. In the same way, a living organism can
continue to exist if one or the other of its functions — which is an interac-
tion between parts — ceases, but it cannot live if all functions cease, because
‘life” is nothing but the sum of interacting forces among the atoms of the
organism. It is, therefore, almost a tautology to say that exchange brings
about socialization: for exchange is a form of socialization. It is one of those
relations through which a number of individuals become a social group,
and ‘society’ is identical with the sum total of these relations.

The frequently emphasized inconveniences and deficiencies of barter are
comparable with those that appear in other social interactions when they
are still in the stage of immediacy. If all governmental measures have to be
discussed and approved by the whole body of citizens; if the defence of the
group against external enemies is still assured by military service for all its
members; if collective effort and organization depends entirely upon personal
authority and force; if the administration of justice requires the verdict of the
whole community — if all these things are necessary then the growing size
and complexity of the group will produce all those inadequacies, hindrances
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and breakdowns that eventually suggest, on one hand, the transfer of these
functions to specific organs and, on the other hand, the creation of repre-
sentative and integrating ideals and symbols. The function of exchange leads
in fact to both kinds of structure: to a class of merchants and to money. The
merchant is the differentiated representative of the exchange functions,
which otherwise are carried out directly by the producers; instead of the
simple interaction between producers, a new relationship of each of them to
the merchant is established, just as the direct cohesion and control of the
group members is replaced by their common relation to the organs of
government. Anticipating a more exact knowledge, one may say that money
stands between the objects of exchange as the merchant stands between the
exchanging subjects. The equivalence between objects of exchange is no
longer effected directly, and its fluctuations are no longer concealed; instead,
each object acquires a relationship of equivalence and exchange with money.
The merchant is the personified function of exchange, and money is the
reified function of being exchanged. Money is, as I noted earlier, the reifica-
tion of the pure relationship between things as expressed in their economic
motion. Money stands beyond the individual objects that are related to it, in
a realm organized according to its own norms which is the objectification of
the movements of balancing and exchange originally accomplished by the
objects themselves. However, this is only a preliminary view. For, in the last
analysis, it is not the objects but the people who carry on these processes,
and the relations between the objects are really relations between people. The
activity of exchange among individuals is represented by money in a concrete,
independent, and, as it were, congealed form, in the same sense as govern-
ment represents the reciprocal self-regulation of the members of a commu-
nity, as the palladium or the ark of the covenant represents the cohesion of
the group, or the military order represents its self-defence. All these are
instances of a general type, in which a specific feature becomes detached
from the primary phenomena, substances or events to which it was bound
in the same way that a quality is bound to its substance or action to its
subject. This feature then assumes a structure of its own and the process of
abstraction is brought to a conclusion when it crystallizes in a concrete
formation. Outside exchange, money has as little meaning as have regiments
and flags outside the needs of communal attack and defence, or as have
priests and temples independently of communal religiosity. The dual nature
of money, as a concrete and valued substance and, at the same time, as some-
thing that owes its significance to the complete dissolution of substance into
motion and function, derives from the fact that money is the reification of
exchange among people, the embodiment of a pure function.
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The developments in the material of money express its sociological char-
acter more and more clearly. The use of simple means of exchange such as
salt, cattle, tobacco and grain is determined by a pure individual interest, in
a solipsistic fashion; that is to say, they are eventually consumed by a single
person since no one else has any interest in them at that particular time. The
use of precious metals for jewelry, on the other hand, indicates a relation
between individuals: people adorn themselves for others. Adornment is a
social need, and precious metals are particularly apt for attracting the atten-
tion of others by their glitter. In consequence, certain kinds of ornament are
reserved for particular social positions: in medieval France gold was not
permitted below a certain rank. Since the whole significance of adornment
lies in the psychological process that is incited in other people by the wearer,
the precious metals differ fundamentally from the primitive, as it were,
centripetal, means of exchange. Exchange, as the purest sociological occur-
rence, the most complete form of interaction, finds its appropriate represen-
tation in the material of jewelry, the significance of which for its owner is
only indirect, namely as relation to other people.

If the embodiment of the action of exchange in a particular form is
accomplished technically in such a way that each object is first exchanged
for this form rather than directly for another object, the question arises:
upon closer examination, what is the corresponding behaviour of the
people behind the objects? Their general behaviour in relation to merchants,
however much it is a cause and effect of monetary transactions, provides
only an analogy. It seems clear to me that the basis and the sociological
representative of the relation between objects and money is the relationship
between economically active individuals and the central power which issues
and guarantees the currency. Money serves as an absolute intermediary
between all commodities only if coinage has raised it above its character as
a mere quantity of metal — to say nothing of simpler kinds of money. The
abstraction of the process of exchange from specific real exchanges, and its
embodiment in a distinctive form, can happen only if exchange has become
something other than a private process between two individuals which is
confined to individual actions. This new and broader character of exchange
is established when the value of exchange given by one party has no direct
value for the other party, but is merely a claim upon other definite values; a
claim whose realization depends upon the economic community as a whole
or upon the government as its representative. When barter is replaced by
money transactions a third factor is introduced between the two parties: the
community as a whole, which provides a real value corresponding to money.
The pivotal point in the interaction of the two parties recedes from the
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direct line of contact between them, and moves to the relationship which
each of them, through his interest in money, has with the economic commu-
nity that accepts the money, and demonstrates this fact by having money
minted by its highest representative. This is the core of truth in the theory
that money is only a claim upon society. Money appears, so to speak, as a bill
of exchange from which the name of the drawee is lacking, or alternatively,
which is guaranteed rather than accepted. It has been argued against this
theory that metallic money involves credit, that credit creates a liability,
whereas metallic money payment liquidates any liability; but this argument
overlooks the fact that the liquidation of the individual’s liability may still
involve an obligation for the community. The liquidation of every private
obligation by money means that the community now assumes this obliga-
tion towards the creditor. The obligation that arises from a service in kind
can be removed in only two ways: either by providing an equivalent service,
or by creating a claim for an equivalent service. The owner of money
possesses such a claim and, by transferring it to whoever performed the
service, he directs him to an anonymous producer who, on the basis of his
membership of the community, offers the required service in exchange
for the money. The distinction that has been made between paper money
which is backed in some way (e.g. by gold) and that which is unbacked,
with reference to the credit character of money, is quite irrelevant here. It
has been assumed that only unredeemable paper money is really money,
while redeemable paper money is only a claim for payment; but on the
other hand, it has also been urged that this difference is meaningless for
the transactions between buyer and seller, because even the guaranteed
paper money does not function as a promise to pay but as final payment, in
contrast to the cheque, which is only a promise between buyer and seller.
This way of posing the question does not penetrate to the sociological back-
ground. Viewed from the sociological perspective, there is no doubt that
metallic money is also a promise and that it differs from the cheque only
with respect to the size of the group which vouches for its being accepted.
The common relationship that the owner of money and the seller have to a
social group — the claim of the former to a service and the trust of the latter
that this claim will be honoured — provides the sociological constellation in
which money transactions, as distinct from barter, are accomplished.
Metallic money, which is usually regarded as the absolute opposite of
credit money, contains in fact two presuppositions of credit which are pecu-
liarly intertwined. First, an examination of the metallic substance of the
coin is not feasible in everyday transactions. Cash transactions cannot
develop without public confidence in the issuing government, or perhaps in
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those persons who are able to determine the real value of the coin in rela-
tion to its nominal value. The inscription on the coins of Malta — non aes sed
fides — indicates very appropriately the element of trust without which even
a coin of full value cannot perform its function in most cases. The variety of
reasons, often contradictory, for accepting a coin indicates that it is not
some objective proof that is essential. In some parts of Africa the Maria-
Theresa thaler has to be white and clean, in other parts it has to be greasy
and dirty, in order to be accepted as genuine.

Secondly, there has to be confidence that the money that is accepted can
be spent again at the same value. What is indispensable and conclusive is non
aes sed fides — the confidence in the ability of an economic community to
ensure that the value given in exchange for an interim value, a coin, will be
replaced without loss. No one can make use of a coin without giving credit
in these two respects. Only this twofold trust confers upon a dirty and
perhaps unrecognizable coin a definite amount of value. Without the general
trust that people have in each other, society itself would disintegrate, for
very few relationships are based entirely upon what is known with certainty
about another person, and very few relationships would endure if trust were
not as strong as, or stronger than, rational proof or personal observation. In
the same way, money transactions would collapse without trust. There are
nuances of this trust. The assertion that money is always credit because its
value rests upon the recipient’s confidence that he will be able to acquire a
certain quantity of goods in exchange for it is not entirely adequate. For it
is not only a money economy, but any economy, that depends upon such
trust. If the farmer did not have confidence that his field would bear grain
this year as in former years, he would not sow; if the trader did not believe
that the public would desire his goods, he would not provide them, etc. This
kind of trust is only a weak form of inductive knowledge. But in the case of
credit, of trust in someone, there is an additional element which is hard to
describe: it is most clearly embodied in religious faith. When someone says
that he believes in God, this does not merely express an imperfect stage of
knowledge about God, but a state of mind which has nothing to do with
knowledge, which is both less and more than knowledge. To ‘believe in
someone’, without adding or even conceiving what it is that one believes
about him, is to employ a very subtle and profound idiom. It expresses the
feeling that there exists between our idea of a being and the being itself a
definite connection and unity, a certain consistency in our conception of it,
an assurance and lack of resistance in the surrender of the Ego to this
conception, which may rest upon particular reasons, but is not explained by
them. Economic credit does contain an element of this supra-theoretical
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belief, and so does the confidence that the community will assure the
validity of the tokens for which we have exchanged the products of our
labour in an exchange against material goods. This is largely, as I have said,
a simple induction, but it contains a further element of social—psychological
quasi-religious faith. The feeling of personal security that the possession of
money gives is perhaps the most concentrated and pointed form and mani-
festation of confidence in the socio-political organization and order. The
subjectivity of this process is, so to speak, a higher power of the subjectivity
that creates the value of precious metals in the first place. The latter is presup-
posed, but now it has a practical outcome in money transactions through
that two-sided faith. This also illustrates that the development from material
money to credit money is less radical than appears at first, because credit
money has to be interpreted as the evolution, growing independence and
isolation of those elements of credit which already exist in fact in material
money.

The nature of the economic circle and its significance for money

The guarantee for the continuous usefulness of money, which is the essence
of the relation of the contracting parties to the whole social group, has,
however, a peculiar form. From an abstract point of view, this guarantee
does not exist because the owner of money cannot force anybody to give
him something for money, even for money that is indisputably good; this
becomes evident in cases of boycott. Only where obligations already exist
can the creditor be forced to accept money in settlement of the obligation,
and even that is not the case in all legal systems. The possibility that the
claim that money represents will not be satisfied confirms the character of
money as mere credit; for it is the essence of credit that the probability of
realizing it is never one hundred per cent, no matter how closely it may
approach it. The individual is free, in fact, to transfer his product or other
possessions to the owner of money or to retain them, whereas the commu-
nity is duty-bound to him. This distribution of freedom and bondage,
although paradoxical, frequently serves as a category of knowledge. Thus,
the advocates of ‘statistical laws’” have asserted that society, in given condi-
tions, must produce a definite number of murders, thefts and illegitimate
births, but that the individual is not thereby constrained to such behaviour
and remains free to act morally or immorally. The statistical law does not
determine that a particular individual must commit such acts, but only that
the social whole to which he belongs must produce a determinate number.
Or we may be told that society or the species as a whole have a determinate



THE VALUE OF MONEY AS A SUBSTANCE 193

role in the divine scheme of the universe, in the evolution of being towards
its final transcendental purposes; but that the individual representatives
of these purposes are irrelevant, are free to distribute the execution among
themselves, and that any particular individual may opt out without impairing
the total performance. Finally, it has been asserted that the actions of a group
are always strictly determined in the manner of a natural law by the direc-
tion of their interests, as material masses are determined by gravitation; but
that the individual may be misled by theories and conflicts, that he confronts
numerous alternatives among which he may choose rightly or wrongly —in
contrast with the actions of the collective entity which have no freedom
because they are guided by deviating instincts and purposes. We do not have
to investigate here whether these ideas are true or false. I want only to indi-
cate that the model of a relationship between the collective entity and the
individual is accepted in many different contexts; the former is conceived as
being ruled by necessity, the latter as free; the restraint of the former is
moderated by the freedom of the latter, and this freedom itself is limited by
the collective restraint and adapted to the necessity of the total result. The
guarantee of the general usefulness of money, which the ruler or other
representative of the community undertakes by the coinage of metal or the
printing of paper, is an acceptance of the overwhelming probability that
every individual, in spite of his liberty to refuse the money, will accept it.
These circumstances lead to the conclusion that the currency must be of a
higher value the larger the group for which it is supposed to be valid. Within
a small local group money of inferior value may circulate. This happens in the
most primitive culture: in Darfur, local means of exchange — hoes, tobacco,
balls of cotton, etc. — circulated within each district; the better currency —
cloth, cows, slaves — was valid for all of them. It may even happen that the
paper money issued by a state is restricted to a single province; Turkey issued
notes in 1853 that were supposed to be valid only in Constantinople. Very
small and closely allied associations occasionally come to an agreement to
accept any symbol, even a counter, as money. The spread of trade relations,
however, requires a valuable currency, if only because the transportation of
money over long distances makes it desirable that the value should be concen-
trated in a small volume. Thus, the historical empires and the trading states
with extensive markets were always driven towards money with a high mate-
rial value. Some contrary trends prove the same rule. The essential advantage
of medieval rights of coinage consisted in the fact that the sovereign was
allowed to coin new pennies in his domain at any time and to enforce the
exchange of all old coins, or foreign coins, that entered the area as a result of
trade, against the new ones; with each debasement of his coins he profited by
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the difference between the new and the exchanged coin. But this advantage
depended upon a large domain, for in small areas the privilege of coinage
did not pay because the market for the coins was too small. If the profit from
debasement of the coinage had not been contingent upon the size of the
area, the chaos of coins in Germany would have been much worse, because
of the terrible frivolity with which the privilege of coinage was granted
to every monastery and every small town. Just because the socioeconomic
structure of a domain required stable money, the profit to be had from an
enforced inferior money was considerable. This is illustrated further by the
fact that the growth of European trade in the fourteenth century led to the
acceptance of the gulden as the general unit of coinage, and the replacement of
the silver standard by the gold standard. Shillings and pennies, that is the
small coins minted by every small state or town for internal transactions,
could be as base as desired. The privilege of coinage in the Middle Ages was
at first restricted to silver coins; the privilege of minting gold coins needed
special permission, which was granted only to the governments of larger
territories. It is very characteristic of this relation that the last remnant of the
Roman dominion which the Byzantine Court retained until the sixth century,
was the exclusive right to mint gold coins. Finally, this relation is confirmed
by the following instance. Among the cases of restriction of the circulation of
paper money to a particular region within the state that issued it, there is that
of France, where at one time paper money was legal tender throughout the
country except at the seaports, that is at the points where there was extensive
trade. When the scope of trading expands, the currency also has to be made
acceptable and tempting to foreigners and to trading partners. The extension
of the economic area leads, ceteris paribus, to a reduction of direct contact; the
reciprocal knowledge of conditions becomes less complete, confidence is
more limited, and the possibility of getting claims satisfied is less certain.
Under such conditions, no one will supply commodities if the money given
in exchange can be used only in the territory of the buyer and is of doubtful
value elsewhere. The seller will demand money that is valuable in itself, that
is to say accepted everywhere. The increase in the material value of money
signifies the extension of the circle of subjects in which it is generally
accepted, while in a smaller circle its negotiability may be secured by social,
legal and personal guarantees and relationships. If we suppose that the useful-
ness of money is the reason for its acceptance, its material value may be
regarded as a pledge for that usefulness; it may have a zero value if negotia-
bility is assured by other means, and it will be high when the risk is great.
However, expanding economic relations eventually produce in the enlarged,
and finally international, circle the same features that originally characterized
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only closed groups; economic and legal conditions overcome the spatial
separation more and more, and they come to operate just as reliably, precisely
and predictably over a great distance as they did previously in local commu-
nities. To the extent that this happens, the pledge, that is the intrinsic value
of the money, can be reduced. The view of the advocates of bimetallism, that
it would be possibly only on an international scale, conforms with this
consideration. Even though we are still far from having a close and reliable
interrelationship within or between nations, the trend is undoubtedly in
that direction. The association and unification of constantly expanding social
groups, supported by laws, customs and interests, is the basis for the dimin-
ishing intrinsic value of money and its replacement by functional value.

It is significant that the expansion of trade relations, which originally
increased the intrinsic value of the means of exchange, leads, in modern
civilization, to its complete elimination by the inter-local and international
balancing of accounts through banking operations and bills of exchange.
The same development occurs in particular sectors of the use of money.
Taxes today are levied principally on income, not on property. A wealthy
banker who has incurred losses over the past few years pays no tax in Prussia,
except for the small property tax recently introduced. It is not the owner-
ship of money, but the profit from its use, the money yielded by money,
that determines tax obligations and, in so far as voting rights depend
upon tax liability, also determines rights in the community. A glance at
the role of money capital in ancient Rome will reveal the general direction
of development. Just as money was acquired by unproductive methods,
through war, tribute and money-changing, so also it was lent for consump-
tion, not for production. Thus, interest obviously could not be interpreted
as a natural product of capital; and the vague, inorganic relationship between
capital and interest that emerged from this situation is reflected in the diffi-
culty of coming to grips with the problem of interest, which persisted far
into the Christian era. Only the concept and fact of productive capital even-
tually provided a practical solution. The earlier situation forms a striking
contrast with that of the present time, in which the significance of capital
depends not on what it is, but on what it performs. It has changed from
a rigid element, estranged from production, to a living function within
production.

The guarantee, which is the vital nerve of money, naturally loses some of
its force when the objective institution representing the community in fact
represents only limited segments of the community and its interests. The
private bank, for instance, is a relatively objective supra-personal entity
interposed in the exchanges between individual interests. This sociological
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character enables it to issue money, but if its note issue is not soon trans-
ferred to a central institution under state supervision, the limitations of the
area that it represents will become apparent in the imperfect ‘money’ char-
acter of its notes. The defects of the North American paper money economy
result in part from the view that, while coinage is a state matter, the provi-
sion of paper money is a responsibility of the private banks with which the
state should not interfere. This view overlooks the fact that the difference
between metallic and paper money is only relative; that, as money, each
consists merely in the substantiation of the exchange function through a
common relation of the interested parties to an objective institution, and
that money can perform its function only to the extent that the issuing insti-
tution represents and expresses the interests of the whole area. Consequently,
local rulers sometimes attempt to give their coins at least the appearance of
issuing from a more comprehensive institution. Even centuries after the
deaths of Philip and Alexander, coins with their names and seals were minted
at a number of places, giving the appearance of being royal coins although
they were in fact the coins of particular cities. Progressive development
strives in reality for the expansion, and consequently the centralization, of
the institutions and powers that guarantee money values. It is a significant
feature of this development that the treasury bonds that governments issued
before the eighteenth century were the first to create a claim upon state
revenues as a whole. In this case, the certainty of payment did not depend
upon particular circumstances that had to be investigated, but upon a
general confidence in the state’s capacity to pay. This illustrates the great
centralizing tendency of modern times, which does not at all contradict the
trend towards individualization. They form parts of a single process of
clearer differentiation and new concentration of the two parts of the person-
ality, one of which is turned towards society and the other towards the
self. This development eliminates all individualistic and isolating elements
from the nature of money, and makes the centralizing forces of the most
inclusive social circle the representatives of money. Personal credit as well
as state credit profits by this development in the abstract form of money
property. Individual princes had little personal credit in the fifteenth and
early sixteenth centuries; it was not their own solvency that was consid-
ered, but the value of the guarantees and pledges that they gave. Personal
credit is based upon the assumption that the total value of a debtor’s prop-
erty is adequate to cover his debt regardless of the changing composition
of his property; only when the total value of an individual’s property
has been appraised in terms of money will he have permanent credit.
Otherwise credit depends on the changing character of his property. Even in
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the eighteenth century, most debts were expressed as specific quantities of
specific coins, and this seems to be a stage of transition to the present time.
The concept of abstract value detached from any specific form — value that
is no longer guaranteed by an objective quality but only by the state or the
individual person — was not yet wholly effective.

The transition to money’s general functional character

The main point, however, is that the significance of metal in monetary
affairs recedes more and more into the background, as compared with safe-
guarding the functional value of money through community institutions.
For metal is originally always private property, and public interests and
public forces can never gain absolute control over it. One might say that
money becomes increasingly a public institution in the strict sense of the
word; it consists more and more of what public authorities, public institu-
tions and the various forms of intercourse and guarantees of the general
public make of money, and the extent to which they legitimize it. It is signif-
icant, therefore, that in earlier periods money could not yet be based only
on its abstract function: money transactions were tied either to specific
enterprises, to the technical production of coins, or to the trade in precious
metals. At the beginning of the thirteenth century, the regular business of
exchange was carried out in Vienna by the cloth-dyer, in England, and to
some extent also in Germany, by the goldsmith. The exchange of coins,
which was the core of money transactions in the Middle Ages (because
payments everywhere had to be made in local coins), was originally
the privilege of the mint itself, of the Miinzer Hausgenossen. Only later, when the
towns acquired the right of coinage, did the business of exchange and the
trade in precious metals become separated from the mint. The function of a
coin is originally bound to its material in what is almost a personal union;
but when a public authority guarantees its value it acquires independence
and exchange, and trade in the material from which it is made becomes
open to everybody, precisely to the extent that its function as money is
assured by the collectivity. The growing depersonalization of money and its
closer relationship to a centralized and more extensive community are
directly and effectively connected with the accentuation of those functions
that are independent of the metallic value. The value of money is based on a
guarantee represented by the central political power, which eventually
replaces the significance of the metal. There is here an analogy with a
neglected aspect of valuation. When the value of an object is due to the fact
that it makes possible the acquisition of another object, its value is then
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determined by two factors: the intrinsic value of the object to be acquired,
and the degree of certainty that it can acquire that object. A diminution in
one of these factors may leave the total value unaffected, within certain
limits, if it is accompanied by an augmentation of the other factor. Thus, for
example, the significance of one of our perceptions depends both upon its
reliability and upon the importance of what is perceived. In the natural
sciences, the factor of reliability tends to be more important, in the social
sciences the significance of the object perceived; and thus there may be
equality in the value of perceptions in these two fields. Only if we follow
Aristotle in not doubting the certainty of knowledge can the value of percep-
tion be regarded as depending solely upon the value of the object. The value
of a lottery ticket is a product of the probability that it will be drawn and of
the size of the possible prize; the value of an action is a product of the
probability that its purpose will be accomplished and of the importance of
this purpose; the value of a bond is composed of the security of the capital
and the rate of interest. Money does not function in exactly the same way,
for its growing reliability is not associated with a declining value of the
object that it can acquire. But the analogy is still valid in so far as the growing
certainty that coin will be accepted at its face value makes possible a dimi-
nution in the intrinsic value of the metal content without altering the total
value. On the other hand, the causes as well as the effects of the sociological
position of money bring about a situation in which the relations between
the central power of the group and its individual elements become stronger
and closer because the relations among these elements themselves are
now channelled through the central power. The Carolingian rulers plainly
attempted to replace barter and the exchange of cattle by a money economy.
They frequently decreed that coins were not to be rejected and they punished
rejection severely. Coinage was exclusively a royal privilege, and the enforce-
ment of money transactions meant an extension of the royal power into
areas in which private and personal modes of exchange had previously
existed. In the same way, the Roman gold and silver coins after the time of
Augustus were minted exclusively in the name and at the command of the
emperor, while the right to issue small coins was assigned to the Senate and
to local authorities. It is only a generalization of the same trend that great
princes often created powerful coinage systems, as did Darius I, Alexander
the Great, Augustus, Diocletian and others down to Napoleon I. The whole
technique which supports a great social power in a barter economy encour-
ages self-sufficiency and the creation of a state within the state, as happened
with the large territorial domains from the time of the Merovingians,
whereas the equivalent power institutions in a monetary economy have
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developed and persisted in alliance with the state organization. The modern
centralized state, therefore, came into being partly as a result of the prodi-
gious growth of the money economy which followed the opening up of the
gold and silver resources of America. The self-sufficiency of feudalism was
destroyed by the fact that every transaction depended upon the use of coins,
involving a central power and extending the relationships of the contracting
parties beyond the coinage itself, with the result that the power of money to
bind the individual more closely to the crown came to be regarded as the
deeper meaning of the mercantilist system. The fact that the territorial rulers
wrested this means of centralization from the German emperors is consid-
ered one of the essential reasons for the breakdown of the German empire;
the French and English kings of the thirteenth and fourteenth centuries, on
the other hand, established the unity of their states with the aid of this trend
towards money transactions. After the Russian empire was already unified,
Ivan III gave sovereignty over parts of the country to his younger sons, but
he retained for the central power the rights of coinage and the administra-
tion of justice. The area of loose trade relations outside political boundaries
grows remarkably in extent and consistency once the stability of the official
money makes it generally acceptable and thus enables it to draw all parts of
the trading area into a closer relationship with the country in which it orig-
inates. The rate of exchange of the English sovereign gave considerable pres-
tige to English trade in Portugal and Brazil and made the trade relations with
these countries very close. In Germany soon after the Carolingian period the
king granted the right of coinage to various individuals and religious estab-
lishments, but retained control over the alloy, quality and form of the coins.
Before the twelfth century, however, those who had such rights of coinage
were allowed to determine for themselves the standard and form of coinage,
and were thus able to make as much profit as they wished. The separation of
coinage from the central power goes hand in hand with debasement of the
currency; the essential function of money declines the less strongly it is
guaranteed by the largest sociological group or its central organ. The reverse
process illustrates the same point: the debasement of the currency brought
about the dissolution and collapse of the largest group, on the unity of
which it depended. A purely formal and symbolic relationship may also
have contributed to these phenomena. It is one of the essential characteris-
tics of gold and silver that they are relatively indestructible, and since the
amount added by mining is insignificant their total quantity remains almost
stable over long periods of time. Whereas most other objects are used up,
disappear and are replaced in an unending process, money with its almost
unlimited durability remains unaffected by this change of individual objects.
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As a result, it is raised above these objects, just as the objective unity of a
social group is raised above the variation of its individual members. It is
precisely the characteristic form of life of these reified abstractions of group
functions, that they exist outside their embodiment in real individuals, as
stable formations amid the transitory individual manifestations, which are,
so to speak, integrated into them, formed by them and then released again.
Such, for example, is the immortality of a king, which is independent of the
accidents of his personality, his particular acts, or the changing fortunes of
his society; the well-nigh indestructible coin with his portrait upon it is a
symbol and a demonstration of this fact. The business of finance on a large
scale began only in the sixteenth century with the business transactions
of princes; the intercourse with princes that followed raised the financiers
to a position of royal dignity, while trade in commodities came to appear
plebeian. The hatred that the socialists have for finance, therefore, may not
only be directed against the power of the capitalist over the worker in private
enterprise; it may also arise from anti-monarchical instincts, for even though
the reification of the social whole, which is a prerequisite of money, need
not necessarily take a monarchical form, it is in fact monarchy that has
most strongly favoured the intervention of a central power in the economic
functioning of the group. Moreover, the fixed residences of princes, which
require centralization, are possible only with the emergence of money taxes,
for taxes paid in kind cannot be transported and they are appropriate only
to a wandering court which consumes them as it goes. It is in the same
spirit that modern tax policy tends to leave taxes on real property to local
authorities, and to reserve income tax for the state. By focusing the tax
demands of the central power upon the money income of the individual, it
grasps precisely the kind of property with which it has the closest relation.
The development of officialdom, with its close relation to finance, is thus
only a symptom of the trend towards centralization. Feudal administration
was decentralized, and the interest of the vassal with his distant landed
property separated him from the central power, whereas regular money
payments draw the officials toward the central power, and continually reaf-
firm his dependence. At the beginning of the nineteenth century the Sublime
Porte, as a result of the continuous debasement of the currency, was obliged
to mint coins of double weight for the officials and officers, because it was
precisely in its relations with state officials that money of full value was
needed. The tremendous growth and differentiation of the civil service
became possible only through a money economy; it is, however, only one
symptom of the relation that exists between money and the objectifica-
tion of group cohesion in a special central institution. In Greek culture this
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relation was represented not by political, but by religious, unity. All Greek
money was once sacred; it emanated from the priesthood, as did other
generally valid concepts of measure referring to weight, size and time. This
priesthood represented at the same time the unity of the various regions.
The earliest associations developed on a religious basis, and in some cases
they covered relatively large areas. The shrines had a non-particularistic
centralizing significance, and money expressed this by bearing the symbol
of the common God. The religious social unity, crystallized in the temple,
became active again through the money that was put into circulation, and
money acquired a basis and a function far beyond the significance of the
metal content of the individual coin. Supported by, and supporting, these
sociological constellations, the function of money grew in significance at
the expense of its substance. A few examples and reflections will make this
process clear. Among the many services of money, I will mention here only
the facilitation of trade, the stability of the standard of value, the mobiliza-
tion of values and the acceleration of circulation, and the distillation of
values in a concentrated form.

I would like to emphasize, by way of introduction, that the debasement
of the coinage by the sovereign (which I discussed earlier) reveals most
clearly, through its defrauding of the masses, the significance of the func-
tional value of money in contrast with its value as metal. What motivated the
subjects to accept base coin and to give substantially better coin in exchange
was the fact that the former fulfilled the exchange purpose of money. The
lords of the mint extorted a disproportionately high recompense for the
functional value of money; for the sake of which their subjects had to agree
to the exchange of coins, that is to sacrifice the value of the metal. But this
only exemplifies the very general phenomenon that money, which by its
form serves trade better than anything else, is not superior only by virtue of
its material, since it can also transcend the significance of its own material,
as in the following case. In 1621, when the value of the reichsthaler rose from
48 to 54 shillings as a result of the debasement of the currency in Lower
Germany, the authorities of Holstein, Pomerania, Libeck, Hamburg and
other areas issued a decree according to which the reichsthaler should, from a
certain date, be worth only 40 shillings. Although this was generally regarded
and accepted as being fair and sensible, the reichsthaler continued to be worth
48 shillings because this was more convenient for division and reckoning.
At a more advanced and complicated stage, the same thing may happen
when bonds are issued in large and small denominations; the stock exchange
quotes the latter at a higher price because they are more in demand and
serve transactions in small amounts better, although the value pro rata is
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exactly the same. Indeed, a committee on the currency in the American
colonies stated in 1749 that in countries with an undeveloped economy
which consume more than they produce, money should always be of lesser
value than that of their wealthier neighbours, since otherwise it would inev-
itably flow out to these countries. This case illustrates in an accentuated way
the fact, mentioned previously, that the suitability of a particular form of
money for calculation and settling accounts creates a value for this form that
is deliberately raised above the actually valid price. The functional value of
money has here outgrown its material value to the point of reversing their
significance. We may take as examples of the increase in the functional value
as compared with the material value those cases in which inferior coins
maintain a scarcely credible price in relation to precious metals. This happens
for instance in gold mining districts, where the wealth acquired stimulates
vigorous trading, but cash is lacking for everyday transactions. Among the
gold miners in Brazil a need for small cash developed at the end of the
seventeenth century which the King of Portugal exploited by supplying
silver money in exchange for tremendous sums in gold. Subsequently, in
California and Australia, it also happened that gold miners had to pay
between twice and sixteen times the real value in gold in order to acquire
small change. The worst phenomena of this kind are shown by the currency
conditions that prevailed until recently in Turkey, but that are now being
changed. No nickel or copper money existed; all small change consisted of
a wretched silver alloy — altiliks, beschliks and metalliques — the supply of which
was totally inadequate. In consequence, the value of these coins, which the
government nominally reduced in 1880 by about 50 per cent, has remained
unchanged, and the coins are exchanged at parity with gold; the metalliques,
indeed, which are regarded as one of the worst money tokens in the whole
world, sometimes rise above parity with gold. This is extremely character-
istic; the smallest coin is the most important for exchange and is valued
accordingly, so that these small coins are always the first to be debased. The
price of metalliques illustrates the paradox that a coin may be more valuable
the less valuable it is, because the lack of material value makes it suitable for
certain functional purposes by which its value may be increased almost
indefinitely.

The objections to a silver standard are based upon the increasing recogni-
tion, and the growing role, of the functional significance of money; namely,
that convenience in handling is the primary requirement of money. A food-
stuff may be retained even though its use is inconvenient, so long as it is
nutritious and enjoyable, and an uncomfortable dress may be kept because
it is beautiful or warm; but inconvenient money is like unpalatable food or
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an unbecoming dress, since its main purpose is to provide a convenient
means for the exchange of goods. Its difference from other goods arises
from the fact that it has, and should have, fewer secondary qualities aside
from its principal quality. Because money is an absolute abstraction above all
concrete goods, it is encumbered and distorted by every quality outside its
original character.

The value of money may be increased or decreased independently of its
material value by an expansion or contraction of the function of money,
even in the case of its value stability, which is closely connected with its
material value. The Roman emperors had the exclusive right to mint gold
and silver coins, while copper coins, which were used in everyday transac-
tions, were minted by the Senate or, in the eastern provinces, by the towns.
This provided some kind of guarantee that the emperor would not inundate
the country with small coins of no substantial value. The final outcome
was that the emperors continued their debasement of the silver coinage
which led, in due course, to the total collapse of the Roman coinage. This
produced a strange reversal of value relationships: as a result of debasement,
silver coins became the means for everyday transactions, while copper
coins, which had not changed in value, became increasingly the standard
of value. The original role of the metals as representatives of money value
was reversed by a change in the relative stability of their value. It has been
emphasized recently, with reference to the greater importance of stability
value as against material value, that a transition from paper currency to the
gold standard does not necessarily involve a resumption of gold payments.
In a country such as Austria, where the currency notes are at parity with
silver, a changeover to the gold standard would bring about the decisive
advantage of a stabilization of money value, and would accomplish the vital
function of gold without using the material itself. In recent times, the
interest in the stability of money value has even led to proposals for abol-
ishing the metal reserve against which notes are issued. So long as such a
reserve exists, the various countries belong to a common system which
submits domestic transactions in each country to all the fluctuations of
political and economic events in all the other countries. Unguaranteed paper
money, since it could not be exported, would have the advantage of being
available for all kinds of enterprises within the country, and above all of
having complete value stability. However much this theory may be open to
criticism, the mere suggestion illustrates how the concept of money has
been psychologically separated from the concept of a money material and
how it is gradually being perfected through the notion of functional serv-
ices. All these functions of money are obviously subject to the conditions
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that apply to the general dissolution of money into functions; at any given
time they are only partially valid, and the concepts indicate a line of devel-
opment the goal of which is never reached. The fact that the values that
money is supposed to measure, and the mutual relations that it is supposed
to express, are purely psychological makes such stability of measurement as
exists in the case of space or weight impossible.

The declining significance of money as substance

In practice, the stability of value is accepted as a fact when any question
arises concerning the repayment of a money loan after the value of money
has changed. If the value of money has declined generally so that the same
sum is of lesser value when it is repaid, then the law disregards this fact; the
identical sum of money is taken to be of identical value. If the coinage has
been debased by alloying or by changing the standard, then the law may
decide that the debt shall be repaid according to the new standard, or
according to the metal content of the new standard, or simply at its nominal
value. Generally speaking, the view prevails that money retains its value
unchanged. Such stability is, of course, also a fiction where other objects are
concerned and no one doubts that, for example, fifty pounds of potatoes
lent in the spring may be worth either more or less when they are later
returned in kind. In such a case, however, reference can be made to the
direct significance of the object; while the exchange value of potatoes may
fluctuate, their value in providing satisfaction and nourishment remains
unchanged. Money, however, has no value of this kind, but only exchange
value, and the assumption of its value stability is thus all the more striking.
Reasons of expediency will tend to ensure that this essential fiction becomes
true. I have already indicated that in the case of money which is made from
precious metals the connection with jewelry helps to maintain stability of
value; as the demand for jewelry is highly elastic, it absorbs a larger quantity
of the growing supply of precious metals and thus prevents too great a pres-
sure upon their value, and on the other hand a growing need for money can
be satisfied by drawing upon the stock of jewelry, from which the required
quantity can be taken and a rise in the price of precious metals avoided. The
continuation of this trend seems to imply as its goal the complete elimina-
tion of the material basis of money. For even a material as suitable as a
precious metal cannot altogether avoid fluctuations that result from partic-
ular conditions of demand, production and processing, which have little to
do with the fact that the metal also serves as a medium of exchange and as
an expression of the relative value of goods. Perfect stability of the value of
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money could be attained only if it were nothing in itself, but only the pure
expression of the value relationship between concrete goods. Money would
then reach a neutral position which would be as little affected by the fluc-
tuations in commodities as is the yardstick by the different lengths that it
measures. The value of money established by the performance of this service
would then also reach its maximum stability, because the relationship of
supply and demand could be regulated more easily than when it depends
upon a substance the quantity of which we can never fully control. This is
not to deny that, under particular historical and psychological conditions,
the value of money may be more stable if it is tied to a metal than if it is
detached from it — as I observed earlier.

Thus, to return to the analogies used previously, while the deepest and
most sublime love may be that between two souls, which excludes all carnal
desire, so long as such love is unattainable, the sentiment of love will develop
most fully where a spiritual relation is complemented and mediated by a close
sensual bond. Paradise may fulfil the promise of eternal bliss under conditions
in which the consciousness of bliss no longer requires the contrast of opposite
emotions, but, as long as we remain human, positive happiness depends upon
the contrast with our other experiences of pain, indifference and depression.
Thus, although money with no intrinsic value would be the best means of
exchange in an ideal social order, until that point is reached the most satisfac-
tory form of money may be that which is bound to a material substance. This
condition does not imply a deviation from the persistent trend towards the
transformation of money into a purely symbolic representative of its essential
function.

A particular stage in the process of differentiation between the functional
and the material value of money is indicated by those cases in which a
certain kind of money is used as a standard of value but not for actual
payments. Money cannot exercise the function of exchange without, at the
same time, measuring values; but the latter function is in certain respects
independent of the former. In ancient Egypt prices were determined by the
uten, a piece of coiled copper wire, but payments were made in all kinds of
goods. In the Middle Ages price was often determined in money terms, but
the buyer was free to pay in whatever manner was convenient. In many
places in Africa at the present day the exchange of goods is carried out
according to a monetary standard which is sometimes quite complicated,
while money itself for the most part does not even exist. The business of the
very important Genoese exchange market in the sixteenth century was
based upon the standard of the scudo de’ marchi. This standard was almost
entirely imaginary and did not exist in any actual coinage: 100 of these scudi
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were worth up to 99 of the best gold scudi. All obligations were expressed in
scudi de’ marchi and, as a result of its ideal character, this standard of value was
absolutely stable, unaffected by the fluctuations and inconsistencies of actual
currencies. The East India Company, in order to counteract the debasement,
depreciation and counterfeiting of Indian coins, introduced the rupee current,
a coin that was not minted at all but corresponded to a definite amount of
silver, and simply provided a standard by which to measure the value of the
actual debased currency. Through the existence of such a stable ideal
standard the actual coins also attained a stable relative value. In this way, a
state of affairs was very nearly established which a theorist of the early nine-
teenth century conceived. He regarded all money, whether coined or in
other forms, as a claim upon exchangeable goods, and finally arrived at the
negation of the reality of money. Money in the strict sense is contrasted with
the currency, which is simply the ‘claim’ expressed in money terms, while
money itself is only the ideal standard by which all property values are
measured. Here, the principle of the scudo de’ marchi has become a general
theory; money has been idealized to a pure form and a concept of relation,
so that it is no longer identical with a tangible reality but relates to the latter
as does an abstract law to an empirical case. In the cases cited above, the
function of measuring value has been separated from its material repre-
sentative; the coin used for calculation is deliberately set in opposition to
the metal coin, in order to establish its position beyond the sphere of the
latter. In this relationship the ideal money fulfils the same purposes as ‘good
money’, which is ‘good’ only because it is a reliable measure of values.
This leads us to the subject of the representation of money values by
equivalents, in so far as this illustrates that one of the essential services
performed by money is to make values more mobile. The more the signifi-
cance of money as a means of exchange, a standard of value and a method
of storing value increases in relation to its material value, the more easily it
can circulate in the world in a form other than metal. The same development
that leads from the rigidity and the substantial determinateness of money to
the representation of money occurs also in these representations themselves;
for example, in the evolution of the bill payable to the bearer from the
promissory note given by one individual to another. The various stages of
this development have still to be traced. The stipulation, in the acknowledg-
ment of a debt, that the bearer as well as the original creditor is entitled to
collect the money, is found already in the Middle Ages; but its object was
to facilitate collection of the debt by a representative of the creditor, not to
allow the transfer of the value. This purely formal mobility of paper values
was given a more real content in the French billet en blanc which was current
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on the stock exchange in Lyons. It was still worded to refer to an individual
creditor, but without specifying his name; only after a name had been
inserted in the vacant space was the individual creditor determined. The
trade in bills of exchange was first properly established in Antwerp in the
sixteenth century. Initially they were often rejected at the due date if they
were not accompanied by a note of transfer, and an imperial order had to be
issued asserting their general validity. Here we have a very clear succession
of stages. The value in question is, at it were, confined between the creditor
and the debtor by the individually designated promissory note. It acquires
mobility first of all by becoming payable at least to another person, although
still on the account of the original creditor, and this process is then extended
by postponing but not yet eliminating the designation of an individual
creditor, until finally the value becomes completely mobile with the bearer
bill, which can change hands like a coin. This appears as the reverse, or the
subjective, aspect of the development that we observed in respect of state
treasury bonds. Inasmuch as these bonds were ultimately redeemable from
general state revenues rather than specific revenues of the crown, they lost
their rigidity from the point of view of the debtor; they emerged from their
confined sphere into the general movement of the economy and became
much more mobile representatives of value because a test of their particular
worth was no longer needed.

The general acceleration in the circulation of values also determines the
relationship between the material and the function of money. In opposition
to a one-sided interpretation of the relation between money and money
substitutes it has been asserted that the latter — cheques, bills of exchange,
warrants and transfers — do not replace money but only give rise to a more
rapid circulation. This function of money representatives is well illustrated
by the fact that bank notes change consistently from large and slowly circu-
lating values to smaller values. The Bank of England did not issue notes
under £20 before 1759, while the Bank of France issued only 500-franc
notes up to 1848.The money substitutes make it possible for the individual
to dispense with a large reserve of cash, but the main advantage is that the
available money can now be used in other ways, for example by the banks.
What is economized is not money itself but its use as a passive reserve of
cash. It may be noted more generally that credit and cash do not simply
replace each other, but that each produces a more lively activity of the other.
At times when there is most cash on the market, credit activities also often
expand exuberantly, even to a pathological degree, as in the sixteenth
century when large imports of precious metals were associated with a vast
and insecure expansion of credit and feverish activity in company-promoting
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in Germany. The fact that the extent of money and credit increase together
shows that they render the same services, and when the functions of one of
them are enhanced the other is also provoked into more lively activity. This
does not contradict the other relation between money and credit, in which
credit makes cash superfluous; we are told, for instance, that there was less
cash available in England in 1838 than fifty years earlier in spite of the
tremendously increased production, and in France there was less than before
the Revolution. This dual relationship between two phenomena, which
arise from the same motive, on one side to stimulate each other and on the
other side to limit or supplant each other, is easily conceivable and not at all
rare. I would remind you that the fundamental emotion of love can manifest
itself sensually and spiritually in such a way that these two forms strengthen
each other, but also in such a way that the one seeks to eliminate the other;
and that very often an interplay between the two possibilities expresses the
basic emotion most fully and vividly.

I would remind you also that the diverse activities of the quest for knowl-
edge, whether they incite each other or supplant each other, reveal the same
unity in the fundamental interest; and finally, that the political energies of a
group become concentrated in divergent parties, according to the nature
and the milieu of individuals, yet these parties display their strength not
only in the passionate struggle against each other but also in their occasional
association for common action in the interest of the group as a whole. The
significance of credit, both as inciting a greater circulation of cash and as
taking the place of this cash circulation, indicates the unity of the service
which these two means of exchange render.

The growth of trade leads to a more rapid circulation of money rather than
an increase in the money material. I mentioned earlier that in 1890 the Bank
of France put into circulation on current account 135 times as much as the
amount deposited with it, while the German Reichsbank circulated 190
times as much as its deposits. It is rarely appreciated how incredibly small is
the quantity of material with which money renders its services. The striking
phenomenon that money disappears without trace on the outbreak of war or
other catastrophes only means that there has been an interruption of its
circulation, caused or intensified by the reluctance of individuals to part with
their money even momentarily. In normal times the money stock seems to be
larger than it actually is, because of the velocity of circulation — just as a
glowing spark, rotated quickly in the dark, appears as a glowing circle, but
dwindles again to a minute speck of material as soon as the movement ceases.
This happens most violently in the case of debased money. For money belongs
to that category of phenomena in which normal activity has determinate



THE VALUE OF MONEY AS A suBsTANCE 209

limits and extent, while any deviation or malfunctioning causes vast and
almost inconceivable damage. Typical examples are the powers of fire and
water. Good money does not have so many side-effects as does base money,
and since its use need not be so strictly regulated or supervised, it can circu-
late more easily and more smoothly than can bad money. The more precise
the form in which money renders its services, the smaller is the quantity of
money required and the more easily can its place be taken by a more rapid
circulation. The increase in transactions can also be accomplished by dimin-
ishing the value of coins instead of augmenting the quantity of tangible
money in circulation. The trend of coinage is generally from larger to smaller
coins. One characteristic example is the English farthing (equal to 0.12
grammes of silver), which was for a long time the smallest coin; only from
1843 were half-farthings minted. Until that time all values below a farthing
were excluded from money transactions, and any exchanges that involved
values lying between two whole farthings were rendered difficult. A traveller
from Abyssinia reported (1882) that trade was considerably hampered
because only one coin, the Maria Theresa Taler of 1780, was accepted, and
small coins were practically non-existent. If somebody wanted to buy barley
worth half a taler, he was obliged to take other goods for the balance of his
coin. On the other hand, trade was reported to be particularly easy in Borneo
in the 1860s since the value of the taler corresponded with approximately
4,000 cowry shells and thus poor people had money for even the smallest
quantities of goods. It is true that, as a result of the divisibility of the coin,
free assistance was no longer given; the loans and mutual help that are the
rule in primitive conditions disappear as soon as a money equivalent is avail-
able, and consequently demanded, for even the smallest service. But mutual
aid, which is at first a social necessity and later a moral obligation or simple
kindness, does not yet signify the possibility of a proper economy, any
more than does its opposite, robbery. The offering of gifts develops into an
economic system only when trade and its objects become reified. This subjec-
tive procedure — the exchange of gifts — is certainly of great value, even
economic value, but it sets very narrow limits to the economy, and these can
be removed only by measures that destroy the values; one such measure is
the introduction of small coins. The dissolution of the substance of money
into atoms, so to speak, considerably increases the volume of transactions;
and by accelerating the circulation of money it increases, in effect, the quan-
tity of money. In other words, the manner in which money functions can be
a substitute for an increase in the quantity of money material.

Finally, some of the effects of money have a sense that is incongruous with
the nature of the money material itself. It is one of the functions of money to
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concentrate, as well as to represent, the economic significance of objects in its
own idiom. The unity of the sum of money that is paid for an object incorpo-
rates the values of all the elements of its uses, extending perhaps over a long
period of time, as well as the particular values of its spatially separate parts and
the values of all the powers and substances that prepared, and finally ended in,
money. A money price, no matter how many coins it includes, is still a unity.
The complete interchangeability of its parts confines the meaning of money
exclusively to its quantitative sum, and the parts form a total unity which
scarcely exists elsewhere in practical life. If one says of an extremely valuable
and complex object, for example a country estate, that it is worth half'a million
marks, then this sum, however many specific presuppositions and considera-
tions it is based upon, concentrates the value of the property into a unitary
concept, in just the same way as when a simple, unitary object is valued in
terms of a unitary coin concept, for example that one hour of work is worth
one mark. This can only be compared with the unity of a concept that brings
together the essential characteristics from a number of individual instances.
When I use the general term ‘tree’, for example, the characteristics that I
abstract from very different manifestations in individual trees are not merely
assembled side by side but are integrated in a unitary existence. It is the deeper
significance of a concept that it is not simply an aggregate of characteristics
but an ideal unity in which these characteristics encounter each other and are
fused together in spite of their differences; and it is in this fashion that the
money price brings together in a concentrated unity the numerous and wide-
ranging economic meanings of objects. It may appear that the purely quanti-
tative character of money would make this impossible; that one mark could
never form a unity with a second mark, in the way that elements of an organic
body or of a social group do, because any mutual relationship would be
lacking and would remain always in mere juxtaposition. But this is not so in
those cases where the sum of money expresses the value of an object. Half a
million marks are, in themselves, only an aggregate of independent units, but
as the value of a country estate they are a unitary symbol, the expression or
equivalent of its value. They are not a mere aggregate of mark-units any more
than a temperature of 20° is an aggregate of twenty particular degrees rather
than a unitary state of heat. This corresponds with the above-mentioned ability
of money to concentrate values. Money is thus one of the great cultural
elements whose function it is to assemble great forces at a single point and so
to overcome the passive and active opposition to our purposes by this concen-
tration of energies. We should think of the machine in this context, not only
for the obvious reason that machinery directs the forces towards our desired
ends, but also because every improvement and speeding up of machinery
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imposes a greater intensity of work upon the worker. This is precisely the
reason why progress in technology and the shortening of working time can
and must go hand in hand, because the powers of nature and of man serve our
purposes in a more concentrated form through improved machinery. We can
observe the same cultural tendency at work in the growing pre-eminence of
laws of nature in shaping our world view; compared with the preoccupation
with individual phenomena, or the fortuitousness and narrowness of crude
empiricism, a law of nature represents a tremendous concentration of knowl-
edge, summarizing in a brief formula the characteristics and movements of
innumerable instances. Through laws of nature the mind compresses the vast
array of spatial and temporal events into an intelligible system which contains,
so to speak, the whole world.

In a quite different sphere, the replacement of hand weapons by firearms
shows the same form of development; gunpowder provides an enormous
concentration of power, which unleashes with a minimum of muscular
effort an effect otherwise unattainable. It may also be that the significance
and the differentiation of the individual personality in the historical devel-
opment that takes place through the organizations of the clan, the family
and the association are subject to the same principle.The active forces radiate
more and more from individualized, externally limited representatives; they
appear to be more concentrated than before, and the elements that decide
the destiny of a group, that are distributed over the group as long as the
individual is closely connected with it, are now concentrated in the indi-
vidual himself. The right of self-determination of modern man could not
have emerged if an increased quantity of means of activity had not been
brought together in the narrow form of personal existence. There is no
contradiction in asserting that, at the same time, the functions of those
earlier close communities have been transferred, for the most part, to a
much more extensive association, the State. From the point of view of its
actual achievements, the life of the modern state, with its bureaucracy, its
powers and its centralization, is much more intensive than that of small
primitive communities. The modern state is based upon an extraordinary
collectivization, integration and unification of all political forces; compared
with the waste of energy in a nation that is subdivided into small-scale
autonomous communities, the free and differentiated personality on the
one hand and the modern state on the other represent an unrivalled concen-
tration of forces. In this way the energy of society acquires a form that
allows a minimum effort to achieve the maximum effect in face of each
particular need. It is interesting to note that money not only conforms with
this historical trend towards the concentration of forces by expressing the
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value of things in the most concise and condensed way; but in addition, it
confirms this trend by a direct relationship with many of the instances that
belong to quite different spheres. For example, in the early stages of firearms
money provided the sinews of war (pecunia nervus belli); it wrested weapons
from the knights and citizens and handed them over to the mercenary,
making the possession and use of weapons a privilege of the owner of
wealth. It is hardly necessary to demonstrate how closely the origins and
progress of machine technology are connected with the monetary system.
But I shall show later that the formation of primary groups which liberated
the individual and, concurrently, the development of the State, were very
closely related to the emergence of the monetary economy. We can see that
the cultural trend towards a concentration of forces has many direct and
indirect connections with the money form of values. All the implications of
money for other parts of the cultural process result from its essential func-
tion of providing the most concise possible expression and the most intense
representation of the economic value of things. The conservation and
transfer of values have traditionally been regarded as the principal functions
of money, but these are only the crude, secondary manifestations of its basic
function. This function obviously has no inner relation to the material value
of money, and indeed it becomes evident, through this function, that what
is essential in money are the ideas incorporated in it, which point far beyond
the significance of its material representatives. The greater the role of money
becomes in concentrating values — and this occurs not simply through the
increase in its quantity, but through an extension of its function to more
and more objects and the consolidation of even more diverse values in this
form — the less it will need to be tied to a material substance; for the
mechanical sameness and rigidity of a substance will become increasingly
inadequate compared with the abundance, mutability and variety of values
which are projected upon, and consolidated in, the concept of money.

This process might be called the growing spiritualization of money, since
it is the essence of mental activity to bring unity out of diversity. In the
sensible world, things exist side by side; only in the sphere of the mind are
they integrated. The elements of a concept form a unity, as do subject and
predicate in a proposition; there is no equivalent in the world of directly
perceived phenomena. The organism, as the bridge between matter and
mind, is the first step towards such an equivalent; interaction merges its
elements and it strives constantly for an unattainable perfect unity. Only in
the mind, however, does interaction become real integration. The interaction
of exchange brings about a mental unity of values. The spatially extended
substance is only a symbol of money, because the disconnectedness of what
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exists as substance contradicts the nature of money as an abstract representa-
tion of interaction. Only to the extent that the material element recedes does
money become real money, that is a real integration and a point of unifica-
tion of interacting elements of value, which only the mind can accomplish.

The increasing significance of money as value

If the functions of money can be exercised in part side by side with its mate-
rial, and in part independently of the quantity of this material, and if there-
fore the value of money declines, then this does not mean that there is a
general decline in the value of money, but only in determinate quantities of
it. The two things do not coincide, and it might almost be said that the less
valuable any given quantity of money becomes, the more valuable is money
generally. For only when money is cheap and any given amount of it less
valuable can it have the wide diffusion, rapid circulation and general utility
that assure its present role. The same relationship between a particular quan-
tity of money and money in general prevails in the individual mind. It is just
the spend-thrifts, who part most easily with money for specific purchases,
who are at the same time most dependent on money in general. This is one
of the meanings of the saying that one can despise money only if one
possesses it in abundance. In peaceful times and places, where the tempo of
economical life is slow and money circulates sluggishly, a given quantity of
money is valued more highly than it is in the economic jungle of modern
urban life. The rapid circulation of money induces habits of spending and
acquisition; it makes a specific quantity of money psychologically less
significant and valuable, while money in general becomes increasingly
important because money matters now affect the individual more vitally
than they do in a less agitated style of life. We are confronted here with a
very common phenomenon; namely, that the total value of something
increases to the same extent as the value of its individual parts declines. For
example, the size and significance of a social group often becomes greater
the less highly the lives and interests of its individual members are valued;
the objective culture, the diversity and liveliness of its content attain their
highest point through a division of labour that often condemns the indi-
vidual representative and participant in this culture to a monotonous
specialization, narrowness and stunted growth. The whole becomes more
perfect and harmonious, the less the individual is a harmonious being.
The same phenomenon appears in impersonal things. The charm and
perfection of certain poems consists in the fact that the individual words
have no independent meaning; they serve the dominant emotion or the
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artistic purpose of the whole, and all the varied associations that make up
the full meaning of the word are excluded, except for those that bear upon
the central theme of the poem. The whole poem is artistically more perfect
to the extent that its individual elements lose their meaning. Finally, a more
trivial example: the costs of production and the aesthetic value of a mosaic
are higher the smaller are the single pieces; the colours of the whole are
most striking and most subtle when the single piece occupies a small area
and is in itself insignificant.

In the sphere of valuation it is not at all unusual for the values of the
whole and the parts to develop in inverse ratio. This is not fortuitous, but
expresses a causal connection. The fact that a given quantity of money is less
valuable today than it was centuries ago is a direct pre-condition for the
enormously increased significance of money in general. This condition itself
in turn depends upon the increase in the functional as against the material
value of money. It is apparent not only in the case of money in general, but
also in various derivative phenomena. For example, the rate of interest was
extremely high so long as there were few interest-bearing loans, as a result
of the Church’s doctrine of usury and the general conditions of a barter
economy. The rate of interest declined steadily with the growing impor-
tance of interest in economic life.

From a theoretical standpoint it would be a profound mistake to regard
the change from substance to function as a process in which money becomes
‘valueless’, as though it were similar to depriving a man of his soul. This
view misses the main point, namely that the functions into which money is
dissolved are valuable in themselves, and that the value that money acquires
is a supplementary value in the case of metallic money but the sole value in
the case of token money. It is unquestionably a real value, like that of the
locomotive whose value in providing transportation exceeds the value of
the material from which it is constructed. It is true that money is able to
function initially because it has intrinsic value, but subsequently it becomes
valuable because it exercises these functions. To equate the value of money
with the value of its material is like equating the value of a locomotive with
the weight of iron that it contains plus the value of the labour employed in
its construction. It may appear that this comparison does in fact disprove the
assumption that there is a specific value originating from the function. The
price of a locomotive (in this context we need not differentiate between
value and price) in fact consists of the value of the material plus the value of
the labour invested in it. The fact that a locomotive, like money, brings about
the exchange of objects is only a reason for it to be valued at all; its actual
value does not depend upon this fact. Similarly, the utility of countless other
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objects is responsible for their having a market price, but the actual level of
market prices is determined by many other factors. Utility establishes, at
most, a limit beyond which the price cannot rise, but it has no influence
upon the actual price level. If this comparison is valid, then the value of
money seems to be removed once again from its functions to its material.
But the comparison is not valid in one decisive respect. The fact that a loco-
motive is priced according to the cost of materials and labour results entirely
from the fact that anyone may build locomotives, and that consequently the
concept itself, without which material and labour would never produce a
locomotive, has no influence upon the formation of price. If there were a
patent for the construction of locomotives, then its value, in addition to the
value of materials and labour, would be reflected in a higher price. As soon
as a concept becomes common property, its realizations in practice are no
longer ‘scarce’, and only scarcity can give functional significance a special
effect upon price. In the case of money there is something that corresponds
with a patent, namely the governmental right of coinage, which forbids the
realization of the concept of money by unauthorized persons. The ‘scarcity’
of money is based upon this governmental monopoly, to a limited extent
when it consists of precious metals and totally when it is paper money or
coinage. The monopoly of the government is formulated with characteristic
rigour in a Chinese law which punishes the counterfeiter who uses genuine
precious metals more severely than one who uses inferior materials; the
former enters into a more improper competition with the government and
infringes its prerogative more profoundly. If everyone were allowed to mint
coins their value would indeed decline to the value of the material plus
labour, and the advantages of monopoly would be eliminated. Thus, ethnol-
ogists have observed that the power position of wealthy men and chiefs is
easily undermined when everyone can produce money, as in the case of
shell money. Conversely, anyone who possesses money shares to that extent
in the privilege of the State to coin money, just as the buyer of a patented
object shares in the patent of the inventor. The privilege of the central power
to coin money, which guarantees the functioning of money as money,
ensures that these functions contribute an additional value to the value of
the material and labour embodied in money, or, where the latter values are
lacking altogether, endow money with its value. One of the decrees of
Roman law is very characteristic in this respect. From the time that minted
coins replaced weighed quantities of copper as money, the Roman law
insisted that these coins be accepted at their face value, regardless of their
material value. This independence from the metal content required a further
provision, namely that only these coins should be accepted as money, while
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all other coins should be treated as mere commodities. Only as a claim for
this particular coin can an action for debt be pursued in monetary terms;
and all other actions for debts have to be formulated, like commodity debts,
in terms of real value, independently of their nominal value as money (quanti
ea res est). This means that the value of other coins was not monetary but
material, because the function of money was reserved for the legal coin.
Thus, the legal coin acquired a value which other coins could acquire only
through the material of which they were made, and this justified its inde-
pendence from any intrinsic value. Just as a quart measure has economic
value, not because it is the product of material and labour — for if it were not
useful for some purpose outside itself no one would want it — but because
it is used for measuring, so too money has value because it serves as a means
of measurement and in other ways. The fact that this value can itself be
expressed only in money makes it less easy to recognize than the value of a
quart measure, which can be expressed in terms other than itself. The serv-
ices of money determine its “use value’, which must find expression in its
‘exchange value’; money is one of these objects whose ‘utility value’, which
depends upon the government monopoly of coinage, includes its ‘scarcity
value” which this monopoly establishes. The theory of money as having a
material value is opposed to the general trend of knowledge in which the
meaning of things is transposed from their terminus a quo to their terminus ad
quem. Money has value not on account of what it is, but on account of the
ends that it serves; and although an original intrinsic value of money made
possible its later functions, it acquires its value subsequently from these
functions, and gains at a higher level what it had given up at an earlier stage.

In the development that I have outlined, money tends towards a point at
which, as a pure symbol, it is completely absorbed by its exchange and
measuring functions. There are many parallels in the history of thought. Our
original, untutored interest in phenomena usually comprehends them as
undifferentiated wholes. They confront us as a unity of form and content,
and our valuations are bound to the form because it is the form of this
specific content, to the content because it is the content of this specific form.
In higher stages of development these elements are separated and the func-
tion as pure form is appreciated in specific ways. The diverse contents of
these forms are often treated as irrelevant. Thus, for instance, we appreciate
the religious mood while being indifferent to the dogmatic content. We
consider it valuable that this elevation, striving and appeasement of the soul,
which is the universal element in the many different historical creeds,
should exist. Similarly, an exhibition of strength often elicits a respect which
is denied to its consequences. Thus, a more refined aesthetic interest turns
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increasingly towards what is pure art in a work of art, to the form of art in
the broadest sense, and is increasingly indifferent towards the material of
art; that is, towards its theme and towards the feeling that originally inspired
it. The sublimation and objectification of such feelings is the aesthetic func-
tion in both the production and the consumption of art. In the same way,
we value cognition as a formal function of the mind which reflects the
external world, regardless of whether the objects and results of cognition
are gratifying or distasteful, useful or merely ideal. This differentiation of
value feelings has yet another important aspect. The evolution of the modern
naturalistic spirit tends to dethrone universal concepts, and to emphasize
singular instances as the only legitimate content of conceptions. In theory
and in practice, the universal is treated as something purely abstract which
acquires meaning only in its material embodiment, that is in tangible
instances. In rising above these concrete instances one seems to enter a void.
Yet the sense of the significance of universals, which reached its climax with
Plato, has not altogether disappeared; and we should attain completely satis-
fying relation to the world only if every aspect of our world view reconciled
the material reality of singular instances with the depth and scope of a
formal universality. Historicism and a sociological world view are attempts
to confirm universality and yet to deny its abstractness, to transcend the
singular instance, to derive the singular from the general without sacrificing
its material reality; for society is universal but not abstract. The valuation of
functions as distinct from content has its place here. Function is universal in
relation to the purpose that it serves. Religious sentiment is a universal by
contrast with the content of a particular creed; cognition is universal as
against any one of its particular objects; power is universal by contrast with
the specific and varied problems to which it is always applied in the same
way. All of these are forms and frameworks which comprehend a great
variety of material. Money seems to participate in this trend when valuation
becomes independent of the material of money and is transferred to its
function, which is universal and yet not abstract. The valuation, which at
first concerned a particular functioning substance, becomes differentiated,
and while the precious metal continues to be valued, its function, which
goes beyond the particular substance with which it is associated, attains a
specific value of its own. The form in which money exists for us is that of
mediating exchanges and measuring values. A metal becomes money by
assuming this form, just as ideas about the supernatural become religion
when they are incorporated into the function of religious sentiment, and as
the block of marble becomes a work of art when artistic creativity endows
it with a form that is simply the expression in space of the artistic function.
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The refinement of the sense of the original dissolves the interfusion of func-
tion and allows each to develop as an independent value. It is true that the
functional value of money still needs to be represented. The decisive point,
however, is that its value no longer arises from what represents it; on the
contrary, the latter is quite secondary, and its nature has no importance
except on technical grounds which have nothing to do with the sense of
value.



3

MONEY IN THE SEQUENCE
OF PURPOSES

Action towards an end as the conscious interaction between subject
and object

The great antinomy in the history of thought — whether the contents of
reality are to be conceived and interpreted in terms of their causes or their
consequences (i.e. the opposition between a causal and a teleological
approach) — finds its original expression in a distinction within our prac-
tical motivations. The feeling that we call ‘instinct’ appears to be tied to a
physiological process in which stored up energies strive for release. The
instinctual drive terminates when these energies find expression in action.
If it is simply an instinct then it is ‘satisfied’ as soon as it has dissolved into
action. In contrast with this direct causal process, which is reflected in
consciousness as a primitive instinctual feeling, are those actions that arise,
so far as our consciousness is concerned, from a representation of the ends
that they will achieve. In this case we experience ourselves as being drawn
rather than driven. The feeling of satisfaction, therefore, does not arise from
the action alone, but from the consequences that the action produces. If, for
instance, an aimless inner unrest drives us to furious activity, then this
belongs to the category of instinctual behaviour; if we undertake the same
activity in order to attain some precise kind of well-being, then it belongs
to the category of purposive behaviour. Eating exclusively to satisfy hunger
falls within the first category; eating to enjoy the flavour of the dishes falls
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within the second. Sexual intercourse as an animal instinct belongs to the
first category, but as an activity directed to the attainment of a particular
kind of pleasure it belongs to the second. This distinction seems to me vital
in two respects. To the extent that our actions are purely instinctual, that is
causally determined in the strict sense, there is a fundamental incongruity
between the psychological state, which is the cause of action, and the
ensuing consequences. The state that moves us to action has no more signif-
icant qualitative relation to the action and its result than has the wind to
the falling of the fruit that it blows from the trees. On the other hand, when
the conception of an end is experienced as a motive, cause and effect are
congruous in their conceptual and perceptible content. Nevertheless, in this
case too, the cause of action is (even though this cannot be defined in a
strictly scientific way) the real force of the conception or of its physical
correlate, and this force or energy must be rigorously distinguished from
the intellectual content of the conception. The content itself, as an ideal
representation of action and events, has absolutely no force; it possesses
only conceptual validity and can become real only to the extent that it is
endowed with real energy, in the same way as justice and morality, as
ideas, have no historical influence until they are adopted as determinants of
action by real powers. The controversy over the relevance of causality or
teleology to human action may thus be decided in the following way. Since
the consequences of action exist in a psychologically effective form before
they acquire an objective existence, a strict causal relation can be upheld.
Only those intellectual conceptions that have become psychological forces
need be taken into account, and thus cause and effect are entirely distinct,
whereas the identity between the intellectual content of motive and conse-
quences has absolutely nothing to do with the actual production of events.

Another difference between instinctual drives and purposive striving is
still more significant for the present problem. To the extent that our action
is simply causally determined (in the strict sense), the whole process comes
to an end when the turbulent forces are discharged in activity, and the
feelings of tension and constraint disappear as soon as the instinct culmi-
nates in action. The instinct consumes itself by its natural continuation in
action and the whole process remains confined within the individual. The
process that is guided by a conscious purpose is entirely different. It is
directed to a definite objective result of action, and it attains its final end
through the reaction of this result upon the subject or of the subject upon
the result. The fundamental significance of purposive action is the interac-
tion between subject and object. Our mere existence involves us in this
interaction, and purposive action is therefore rooted in the nature of the
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mind. Our relationship to the world may be represented as an arc that passes
from the subject to the object, incorporates the object and returns to the
subject. It is true that every fortuitous and mechanical contact with things
displays the same external character, but as purposive action it is suffused
and held together by the unity of our consciousness. As natural beings we
are in constant interaction with the world of nature, and co-ordinated with
it. It is only in purposive action that the self as personality differentiates
itself from the natural elements within and outside itself. Or regarded from
another aspect, it is only when a purposive agent is distinguished from the
purely causal system of nature that the unity of the two can be re-established
at a higher level. This theoretical relationship is to be found, with some
modifications, in the difference that is supposed to exist between the labour
of civilized and primitive peoples. The former is said to be regular and
methodical, the latter irregular and spasmodic; in other words, the former
involves deliberate overcoming of our resistance to work, while the latter is
only a release of nervous energy.

This does not mean that the real purpose of all purposive action is
located in the acting subject, that the reason for attaining an objective always
lies in the feelings that are retroactively aroused by the object. This may be
the case in egoistic actions proper, but there are innumerable other actions
in which the identity of motive and result is concerned only with the result
in the sense of attaining the object, with the non-subjective happening. The
inner energy which determines our action frequently takes into account
consciously only the objective result, and excludes from the teleological
process any further retroactive effects upon ourselves. Yet unless the result of
our activities ultimately produced an emotion in us, the conception of it
would not generate any motive force to bring it into existence. This final
link in the chain of action is not, however, its final purpose; our teleologi-
cally determined volition ends very often with the objective result and does
not consciously inquire beyond this point. Purposive action in contrast to
causal-instinctive action (it remains to be seen whether this distinction is,
so to speak, only one of approach or method) may be formulated thus:
purposive action involves the conscious interweaving of our subjective
energies and the objective world, and a double impact of reality upon the
subject; first, in an anticipation of the content of reality in terms of subjec-
tive intention, and second, in a retroactive effect of the realization of the
object in terms of a subjective emotion. The role of purpose in life evolves
from these conditions.

It follows from this that so-called unmediated purposes contradict the
very concept of purpose. If purpose means a modification within objective
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being, this modification can be achieved only by an action that transmits
the inner acceptance of the purpose to the realization of the modification.
Our actions are the bridge that makes it possible for the content of the
purpose to pass from its psychological form to a real form. Purpose is
necessarily bound up with its means. It differs in this respect from a mere
mechanism and its psychological correlate, instinct — in which the energies
of each moment dissolve in the immediate result without pointing to a
further stage; the next stage arises only from the immediately preceding
one. Purpose has three elements whereas mechanism has only two. On the
other hand, purpose also differs, by virtue of its dependence upon means,
from what one might call ‘divine action’. In the case of a god, it is impos-
sible that there should exist a temporal or material interval between the will
and the deed. Human action that is interposed between these two elements
is only the vanquishing of obstacles that cannot exist for a god; unless we
think of him in terms of terrestrial imperfection, his will must be already
the reality of whatever he wills. One may speak of God’s final purpose for
the world only in a very qualified sense, namely as the ultimate temporal
condition that concludes its destiny. If this divine decree were related to the
preceding stages as a human purpose is related to its means — namely as the
only thing that is valuable and desired — then it would be incomprehensible
why God did not bring it about directly, without those useless and retarding
intermediate stages; for He does not need the technical means that we,
confronted with an autonomous world and possessing only limited strength
which must accept compromises, delay and laborious achievement, require.
In other words, God can have no purpose because He employs no means.

The varying length of teleological series

This contrast makes clear the specific significance of what was emphasized
above, that purposive action is an interaction between the committed self
and external nature. The mechanism that exists between the will and its satis-
faction constitutes, on the one hand, a bond and, on the other, a separation
between them.This mechanism signifies the impossibility for the will to gain
satisfaction by itself; it represents the obstacle that the will has to overcome.
Purposefulness is essentially a relational concept since it always presupposes
something alien to the purpose that has to be transformed. If such a transfor-
mation were not necessary, if the will contained its realization within itself,
there would be no formation of purposes. Our own action in pursuit of our
purposes is the first case in which we become aware of the dual character of
the means; in such action we experience both the resistance of external
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reality and the directing energy which overcomes it, and the two experiences
enter into consciousness, each developing its particular character. If our
action is unable to produce the object of our purpose immediately, but
must first bring about another external event which eventually produces the
desired result, then the intermediate happenings have the same quality as our
own action; both are mechanisms, but both are also mechanisms that connect
mind with mind; both have a continuity in producing the arc of events which
begins and ends in the mind. The average number of links in this arc within
a given form of life indicates the degree of knowledge and control of nature,
as well as the breadth and refinement of the way of life. It is here that social
complexities begin which culminate in the creation of money.

The following interconnections are evident: if a purpose D is to be attained
and a chain of mechanical processes A, B, C has to be produced so that B is
caused by A, C by B and D only by C, then this series, the content and direc-
tion of which is determined by D, depends upon the knowledge of the causal
relationship between the members. If T did not know that C can produce
D, B can produce C and so on, I should be helpless in my desire for D.
A teleological chain can never occur unless the causal connections between
its elements are known. The purpose repays this service by providing the
psychological impulse to seek out causal relations. Thus, the factual and
logical possibility of the teleological chain depends upon the causal relation,
but the interest of this causal chain, its psychological possibility, arises from
the pursuit of an end. This interaction, which expresses in a general sense
the relation between theory and practice, results in the fact that the more
profound awareness of causality goes hand in hand with a more profound
awareness of teleology. The length of the series of purposes depends on the
length of the causal series; and on the other hand, the possession of suitable
means produces very often not only the realization but also the very idea of
a purpose.

In order to understand the significance of this interweaving of natural and
mental life, one must bear in mind the apparently obvious fact that we can
attain more, and more essential, ends with a long series of means containing
numerous elements than with a short series. Primitive man, who has only a
limited knowledge of natural causes, is consequently restricted in his purpo-
sive action. For him, the arc of purposive action will contain as intermediate
links little more than his own physical action and the direct effect that he can
have upon a single object. If the expected effect does not follow from this
action, then the appeal to a magical authority, who is expected somehow to
produce the desired result, will appear less as a prolongation of the teleolog-
ical series than as a proof that the end is unattainable. Whenever this short
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series proves inadequate, therefore, the purpose will be abandoned or, more
likely, will not be formed at all. The prolongation of the series means that
the subject, to an increasing extent, makes the force of the objects them-
selves work for him. As the most basic needs are satisfied, the more links are
needed in the teleological series, and only a very sophisticated knowledge of
causation can then succeed in reducing the number of links by discovering
more direct connections and shorter paths within the natural order of
things. This may lead to a reversal of the natural relationship: in relatively
primitive periods, the simple necessities of life are procured by simple series
of purposes, while the satisfaction of higher and more differentiated needs
requires more roundabout methods; but the progress of technology usually
provides relatively simple and direct means of production for the latter needs
while the provision for the fundamental needs of life encounters growing
difficulties which have to be overcome by more complicated means. In short,
cultural development tends to prolong the teleological series for what is
close to us and to shorten the series for what is remote.

The tool as intensified means

Here, the very important concept of the tool must enter into our considera-
tion of purposive action. The primary form of the teleological sequence is
that in which our action produces reactions in an external object, and these
reactions, following a course determined by their own nature, culminate in
the desired effects. The use of tools involves interposing another factor
between the subject and this object, a factor that occupies an intermediate
position not only in terms of space and time but also in terms of its content.
For on the one hand a tool is a mere object which is mechanically effective,
but on the other hand it is also an object that we not merely operate upon,
but operate with, as with our own hands. The tool is an intensified instru-
ment, for its form and existence are pre-determined by the end, whereas in
the primary teleological process natural objects are only later made to serve
our purposes.The person who plants a seed in order to enjoy the fruit of the
plant at a later date, instead of being satisfied with wild fruits, acts teleolog-
ically, but the purposive action is limited to his hand. If, however, he uses a
spade and hoe he removes himself further from the point at which natural
processes operate by themselves, and he enhances the subjective factor in
relation to the objective factor. By using tools we deliberately add a new link
to the chain of purposive action, thus showing that the straight road is not
always the shortest. The tool is typical of what we might call our creations
in the external world; on the one hand it is formed exclusively by our own
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powers, and on the other it is devoted entirely to our own purposes. Because
the tool is not itself an end it lacks the relative independence that the end
implies, either as an absolute value or as something that will produce an
effect upon us: it is an absolute means. The principle of the tool is not only
effective in the physical world. Where self-interest is not focused directly
upon material production, but mental conditions or non-material events are
involved, the tool attains a still more refined form, inasmuch as it is now
really the creation of our will and does not have to compromise with the
attributes of a material substance that is fundamentally alien to purpose.The
most typical instances of this kind of tool are perhaps social institutions, by
means of which the individual can attain ends for which his personal abili-
ties would never suffice. Membership of a state provides the protection that
is a prerequisite for most individual purposive action; but leaving aside this
most general aspect, the particular institutions of civil law make possible for
the individual achievements that would otherwise be denied to him. In the
roundabout legal forms of contract, testament, adoption, etc., the individual
possesses a collectively established tool that multiplies his own powers,
extends their effectiveness and secures their ends. Fortuitous elements are
eliminated and the homogeneity of interests makes possible an increase in
the services rendered; from the interaction of individuals there develop
objective institutions which become the junction of countless individual
teleological sequences and provide an efficient tool for otherwise unattain-
able purposes. It is the same with religious rites, which are tools of the
Church, serving to objectify the typical emotions of the religious commu-
nity. They are, no doubt, a digression from the ultimate end of religious
sentiment, but a digression by means of a tool which, in contrast to all
material tools, serves exclusively those ends that the individual is otherwise
unable to attain.

Money as the purest example of the tool

Here, finally, we reach the point at which money finds its place in the inter-
weaving of purposes. I will begin with some generally accepted facts. All
economic transactions rest upon the fact that I want something that someone
else owns, and that he will transfer it to me if I give him something I own that
he wants. It is obvious that the final link in this two-sided process will not
always be present when the first link appears; on many occasions I want the
object A which A possesses, but the object or service B which I am willing to
give in return does not interest A; or else the goods offered are acceptable to
both parties but no agreement can be reached about the respective quantities.
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Thus, it is of great value in the attainment of our purposes that an inter-
mediate link should be introduced into the chain of purposes; something into
which I can change B at any time and which can itself be changed into A — in
much the same way as any form of power, from water, wind, etc., can be
transformed into another form of power by means of a dynamo. Just as my
thoughts must take the form of a universally understood language so that I can
attain my practical ends in this roundabout way, so must my activities and
possessions take the form of money value in order to serve my more remote
purposes. Money is the purest form of the tool, in the category mentioned
above; it is an institution through which the individual concentrates his
activity and possessions in order to attain goals that he could not attain directly.
The fact that everyone works with it makes its character as a tool more evident
than was the case in the examples given earlier. The nature and effectiveness of
money is not to be found simply in the coin that I hold in my hand; its quali-
ties are invested in the social organizations and the supra-subjective norms
that make this coin a tool of endlessly diverse and extensive uses despite its
material limitations, its insignificance and rigidity. It is characteristic of the
State and of religious rites that, since they are constituted entirely by mental
powers and do not have to compromise with any independent material
objects, they can express their purpose fully in themselves. Yet they are so close
to their specific purposes, indeed almost identical with them, that we often
hesitate to recognize that they are tools (which would make them instruments
without value in themselves, brought to life only by the will behind them)
and regard them as ultimate moral values. In the case of money, its character
as an instrument is very rarely obscured. By contrast with the other institu-
tions mentioned earlier, money has no inherent relation to the specific purpose
the attainment of which it aids. Money is totally indifferent to the objects
because it is separated from them by the fact of exchange. What money medi-
ates is not the possession of an object but the exchange of objects. Money in
its perfected forms is an absolute means because, on the one hand, it is
completely teleologically determined and is not influenced by any determina-
tion from a different series, while on the other hand it is restricted to being a
pure means and tool in relation to a given end, has no purpose of its own and
functions impartially as an intermediary in the series of purposes. Money is
perhaps the clearest expression and demonstration of the fact that man is a
‘tool-making’ animal, which, however, is itself connected with the fact that
man is a ‘purposive’ animal. The concept of means characterizes the position
of man in the world; he is not dependent as is an animal upon the mechanism
of instinctual life and immediate volition and enjoyment, nor does he have
unmediated power, such as we attribute to a god, such that his will is identical
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with its realization. He stands between the two in so far as he can extend his
will far beyond the present moment, but can realize it only in a roundabout
way through a teleological series which has several links. Love, which
according to Plato is an intermediate stage between possessing and not-
possessing, is in the inner subjective life what means are in the objective
external world. For man, who is always striving, never satisfied, always
becoming, love is the true human condition. Means, on the other hand, and
their enhanced form, the tool, symbolize the human genus. The tool illustrates
or incorporates the grandeur of the human will, and at the same time its limi-
tations. The practical necessity to introduce a series of intermediate steps
between ourselves and our ends has perhaps given rise to the concept of the
past, and so has endowed man with his specific sense of life, of its extent and
its limits, as a watershed between past and future. Money is the purest reifica-
tion of means, a concrete instrument which is absolutely identical with its
abstract concept; it is a pure instrument. The tremendous importance of
money for understanding the basic motives of life lies in the fact that money
embodies and sublimates the practical relation of man to the objects of his
will, his power and his impotence; one might say, paradoxically, that man is
an indirect being I am here concerned with the relation of money to the
totality of human life only in so far as it illuminates our immediate problem,
which is to comprehend the nature of money through the internal and
external relationships that find their expression, their means or their effects in
money. [ shall add here to the functions previously discussed one that shows
with particular clarity how the abstract character of money is transposed into
practical reality.

The unlimited possibilities for the utilization of money

I noted earlier that the representation and provision of means does not
always depend upon an already formed purpose; the availability of materials
and forces often provokes us to form certain purposes which these means
will enable us to attain. Once a purpose has engendered the idea of means,
the means may produce the conception of a purpose. This relationship,
frequently modified but enduring, may be seen in the case of tools, which I
characterized as the purest kind of means. While ordinary, simple means are
entirely used up in achieving the purpose, a tool continues to exist apart
from its particular application and is capable of a variety of other uses that
cannot be foreseen. This is true not only for thousands of cases in daily life
that need not be exemplified, but also in much more complicated situations.
How often are military organizations, which were intended for external
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deployment, used by a dynasty for internal political ends? How often does
a relationship among individuals which was originally established for a
particular purpose grow beyond this and become the bearer of altogether
different contents, with the result that one may say of all enduring human
associations — familial, economic, religious, political or social — that they
have a tendency to acquire purposes for which they were not originally
conceived? It is obvious that a tool will be more significant and valuable —
ceteris paribus — if it has various and extensive uses. At the same time, it must
then become more neutral and colourless, more objective in relation to
particular interests and more remote from any specific purpose. Money as
the means par excellence fulfils this condition perfectly; from this point of view
its importance is enhanced. The matter can be put as follows. The value of a
given quantity of money exceeds the value of the particular object for which
it is exchanged, because it makes possible the choice of any other object in
an unlimited area. Of course, the money can be used ultimately only for one
of the objects, but the choice that it offers is a bonus which increases its
value. Since money is not related at all to a specific purpose, it acquires a
relation to the totality of purposes. Money is the tool that has the greatest
possible number of unpredictable uses and so possesses the maximum value
attainable in this respect. The mere possibility of unlimited uses that money
has, or represents, on account of its lack of any content of its own, is mani-
fested in a positive way by the restlessness of money, by its urge to be used,
so to speak. As in the case of languages such as French, which have a limited
vocabulary, the need to employ the same expression for different things
makes possible a wealth of allusions, references and psychological over-
tones, and one might almost say that their wealth results from their poverty;
so the absence of any inner significance of money engenders the abundance
of its practical uses, and indeed provides the impulse to fill its infinite
conceptual categories with new formations, to give new content to its form,
because it is never a conclusion but only a transitional point for each content.
In the last analysis, the whole vast range of commodities can only be
exchanged for one value, namely money; but money can be exchanged for
any one of the range of commodities. By contrast with labour, which can
rarely change its application, and the less easily the more specialized it is,
capital in the form of money can almost always be transferred from one use
to another, at worst with a loss, but often with a gain. The worker can hardly
ever extricate his art and skill from his trade and invest it somewhere else.
By comparison with the owner of money he is at a disadvantage so far as
free choice is concerned, just as the merchant is. Thus, the value of a given
amount of money is equal to the value of any object for which it might be
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exchanged plus the value of free choice between innumerable other objects,
and this is an asset that has no analogy in the area of commodities or labour.

This surplus value of money appears all the more important if one considers
the nature of the decision to which this power of choice leads in reality. It has
been asserted that a commodity that is limited in quantity and has alternative
uses will be valued by its owners with respect to its most important use; all
other uses will appear uneconomic and unreasonable. On the other hand, a
supply of goods that is sufficient or more than sufficient for all possible uses,
so that the goods compete to be used, will be valued according to its least
important use. The most important use becomes the measure of the object if
there are competing uses. This is most fully and effectively demonstrated by
money. Since money can be used for any economic purpose, a given amount
of it can be used to satisfy the most important subjective need for the moment.
The choice is not limited, as is the case with all other commodities, and,
because human desires know no limit, a great variety of possible uses is always
competing for any given quantity of money. Since the decision will always be
in favour of the good that is desired most intensely, money must be valued at
any moment as equivalent to the most important interest experienced at that
moment. A supply of wood or a building plot that is adequate only for one of
several desired uses, and which is therefore valued according to the most
valuable of those uses, cannot have a significance beyond the region of things
of its own kind. Money, however, has no such limitation, and so its value
corresponds with the most important universal interest of the individual that
can be satisfied with the available supply.

The opportunity of choice which money as an abstract instrument
provides applies not only to the goods offered at any one time, but also to
the date when it can be used. The value of a commodity is not determined
simply by its practical significance at the moment of its use. The relative
freedom of choice in timing the use is a factor that can increase or diminish
considerably the value placed upon the commodity. The first of these possi-
bilities of choice results from the coexistence of different uses, the second
from the existence of alternative uses over time. Other things being equal,
that commodity is more valuable which I can but do not have to use immedi-
ately. The range of commodities falls into a graduated series of values
between two extremes: at one end is the commodity that can be enjoyed
later but not now. If, for example, fish caught during the summer is
exchanged for furs that are going to be worn in the winter, then the value
of the fish is increased by the fact that I can consume it immediately, whereas
the value of the furs is affected by the fact that the delay in using them
involves the risk of damage, loss or devaluation. On the other hand, the



230 ANALYTICAL PART

value of the fish is diminished because it will no longer be fresh tomorrow,
and the value of the furs is increased because they will still be serviceable at
a later date. An object used as a means of exchange is most suitable for
money, if it possesses both of these value-enhancing qualities. Money as a
pure instrument represents their highest possible synthesis because it has no
specific quality for a specific use, but is only a tool for acquiring concrete
values, and because the opportunities for using it are just as great at any
point of time and for any object.

The superiority of the owner of money over the owner of commodities
results from this unique quality of money as being unrelated to all particular
characteristics of things or moments of time, dissociated from any purpose,
and a purely abstract means. There are some exceptions to this, such as the
refusal to sell on ideological grounds, boycotts and cartels, but these arise
only when the objects of exchange in that particular situation cannot be
replaced by other objects. The freedom of choice and also the particular
advantage that money confers upon its owner are then eliminated precisely
because there is a single object of desire instead of a choice. In general, the
owner of money enjoys this twofold liberty and he will demand a recom-
pense if he relinquishes it in favour of the owner of goods. This is shown,
for example, by the economically and psychologically interesting principle
of the ‘supplement’. When goods that can be measured or weighed are
purchased the merchant is expected to ‘measure liberally’, that is to add at
least one additional unit, and he usually does so. It must be taken into
account that a mistake is more likely in measuring goods than in counting
money, but the important feature is that the buyer has the power to enforce
an interpretation of this possibility in his own favour even though the
chances of advantage or disadvantage are equal for both parties. It is signifi-
cant that the advantage is given to the buyer even when the other party is
also dealing in money. The customer expects the banker, the insured expects
the insurance company in case of a claim, to deal ‘fairly’, that is to give a
little more, even if only in a formal way, than what is enforceable by law. The
bank and the insurance company also trade only in money, but the customer
for his part does not think of being ‘fair’ or ‘liberal’; he only offers what has
been agreed upon beforehand. The sums of money offered on each side have
in fact quite a different significance. For the banker and the insurance
company the money with which they operate is simply a commodity that
they can use only in this particular way; for the customer it is ‘money’ in the
sense with which we are here concerned, namely a value that he can, but
need not necessarily, use for stock exchange business or insurance. The
freedom to use the money for diverse purposes gives the customer an
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advantage which is compensated by the ‘fairness’ of the other party. Where
a supplement is given by the owner of money, as in tipping waiters and taxi-
drivers, this merely expresses the social superiority of the giver, which is the
presupposition of tipping. Like all other monetary phenomena these are not
occurrences isolated from the rest of human life; they display in a particu-
larly clear and obvious manner a fundamental characteristic of life, namely
that in every relationship the individual who has less interest in the substance
of the relationship is at an advantage. This may appear paradoxical, since the
more intense the desire to possess something or to establish a relationship,
the more intense and passionate is the enjoyment of it. It is indeed the
anticipated enjoyment that determines the strength of our desire. Yet it is
just this situation that gives an advantage to the less interested party, for it is
in the nature of things that the one who benefits less should be compen-
sated by some concessions from the other party. This is apparent even in the
most refined and intimate relations. In every love relationship, the one who
is less involved has an advantage, because the other renounces from the very
beginning any exploitation of the relationship, is more ready to make sacri-
fices, and offers a greater measure of devotion in exchange for the greater
satisfaction that he derives. Equity is thus established: since the degree of
desire corresponds with the degree of enjoyment it is right that the relation-
ship should provide the individual who is less involved with a special gain,
which he is able to exact because he is more hesitant, more reserved and
more ready to make conditions. Thus the profit of the one who gives
money is not altogether unfair; since he is usually less interested in the
commodity — money transaction, an agreement between the two parties is
brought about by the one who is more interested in the transaction giving
to the other a gain over and above the objective equivalence of the exchange
values. It should also be borne in mind that the owner of money has this
advantage not because he possesses money, but because he is prepared to
part with it.

The profit that accrues to money because it is detached from any partic-
ular content or process of the economy is also shown in other ways, and
particularly in the fact that owners of money usually profit from violent and
ruinous economic upheavals, often to an extraordinary extent. However
many bankruptcies and business failures result from price slumps or from
commodity market booms, experience has shown that the big bankers
usually make a steady profit out of these dangers that confront sellers and
buyers, creditors and debtors. The services of money, as the neutral tool of
economic processes, have to be paid for regardless of the direction or pace
of these processes. Of course, money has to pay something for this freedom;
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the uncommitted nature of money means that contradictory demands are
made upon the dispenser of money from different sides, and that he excites
the suspicion of betrayal more easily than does the individual who deals in
specific commodities. In early modern times, when the great financial
powers — the Fuggers, the Welsers, the Florentine and Genoan bankers —
entered the political arena, particularly during the great struggle between
the Habsburgs and the French monarchy for European hegemony, they were
regarded with permanent mistrust by all parties, including those to whom
they had lent vast sums of money. One never could be sure of the financiers,
whose money transactions did not commit them beyond the present
moment; and even the enemy against whom they had lent their financial
support did not regard this as an obstacle to approaching them himself with
requests and propositions. Money has the very positive quality that is desig-
nated by the negative concept of lack of character. The individual whom we
regard as a weak character is not directed by the inner worth of persons,
things or thoughts, but by the external pressure that is brought to bear upon
him. The fact that money is detached from all specific contents and exists
only as a quantity earns for money and for those people who are only inter-
ested in money the quality of characterlessness. This is the almost logically
necessary reverse side of the advantages of finance and of the over-valuation
of money in relation to qualitative values. The superiority of money is
expressed first in the fact that the seller is more interested and eager than the
buyer. A very significant feature of our whole attitude towards objects is
involved here; namely, when two opposing classes of values are considered
as a whole, the first class may be distinctly superior to the second, while the
individual objects or representatives of the second group may be superior to
those of the first. Faced with a choice between the totality of material goods
and the totality of ideal goods, we should probably be obliged to choose the
first, because to renounce it would be to negate life, including all its ideal
contents; but on the other hand, we might not hesitate to give up any single
material good in exchange for an ideal good. In our relations with other
people we do not question that one relationship is much more valuable and
indispensable than another, when viewed as a whole; but on particular occa-
sions and in particular aspects the less valuable relationship may be more
enjoyable and attractive. This is how matters stand in the relation between
money and concrete objects of value; a choice between the objects as a
whole and money as a whole would immediately reveal the intrinsic value-
lessness of the latter, which provides us only with means, not with an end.
Yet when a given sum of money is set against a given quantity of commod-
ities, the exchange of the latter for the former is usually demanded much
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more strongly than vice-versa. This relationship exists not only between
commodities and money in general, but also between money and particular
categories of commodities. A single pin is almost worthless, but pins in
general are almost indispensable and ‘worth their weight in gold’. The case
is similar with many kinds of commodities; the ease with which a single
specimen can be supplied in return for money devalues it in relation to
money, which now appears as a ruling power disposing over the object. But
the significance of the class of object as a whole seems incommensurable
with money; it has a value independent of money which is often concealed
from our notice by the fact that the single specimen can so easily be replaced.
However, since our practical economic interests are almost exclusively
concerned with single units or with a limited number of units, our sense of
the value of objects generally employs the measuring rod of money. This is
evidently connected with the overriding interest in possessing money rather
than commodities.

The unearned increment of wealth

This leads to a more general phenomenon, which might be termed the surplus
value of wealth and which resembles the unearned rent of land. The wealthy
man enjoys advantages beyond the enjoyment of what he can buy with his
money. The merchant supplies him more reliably and more cheaply than he
does poorer people; everyone he meets, whether likely to profit from his
wealth or not, is more deferential; he moves in an ideal atmosphere of unques-
tioned privilege. One can observe everywhere all manner of small privileges
being granted to the purchaser of expensive goods and to the first-class trav-
eller; privileges that have as little connection with the objective value as has
the friendly smile of the merchant with the more expensive goods that he is
selling. These privileges are a gratuitous supplement, and their most painful
feature is perhaps that the consumer of cheaper goods, who is denied them,
cannot complain that he is being cheated. This can be best illustrated by a very
minor instance. The streetcars in some cities have two separate classes which
differ in price, although the more expensive class offers no material advantage
in the way of greater comfort. What the traveller buys with his first-class ticket
is the right to join the exclusive company of those who pay such a higher price
in order to be separated from the second-class passengers. Thus the well-to-do
individual can acquire an advantage simply by spending more money, without
necessarily receiving a material equivalent for his expenditure.

Viewed from the outside, it may seem that this is the opposite of an
unearned increment, because the well-to-do individual receives relatively
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less, not relatively more, for his money. But the unearned increment of
wealth appears here in a negative, but pure, form; the rich man gains an
advantage without recourse to an object and exclusively by virtue of the fact
that other people cannot spend as much money as he can. Wealth, indeed, is
often regarded as a kind of moral merit, as is indicated by the term ‘respect-
ability’ and by popular references to the well-to-do as ‘upright citizens’ or
‘the better-class public’. The same phenomenon is shown from the other
side by the fact that the poor are treated as if they were guilty, that beggars
are angrily driven away, and that even good-natured people consider
themselves naturally superior to the poor. When it was decreed in 1536 that
the journeyman locksmiths in Strasbourg who earned more than eight
kreuzer should have a holiday on Monday afternoons, a bonus was given to
those who were better off, when moral logic suggests that it should have
been given to the needy. It is not uncommon for the unearned increment
of wealth to attain such a degree of perversity: practical idealism, when
it is manifested in the unpaid scientific work of a wealthy man, is gener-
ally more highly esteemed than is the work of a poor schoolteacher. This
usurious interest upon wealth, these advantages that its possessor gains
without being obliged to give anything in return, are bound up with the
money form of value. For those phenomena obviously express or reflect that
unlimited freedom of use which distinguishes money from all other values.
This it is that creates the state of affairs in which a rich man has an influence
not only by what he does but also by what he could do; a great fortune is
encircled by innumerable possibilities of use, as though by an astral body,
which extend far beyond the employment of the income from it or the
benefits which the income brings to other people. The German language
indicates this by the use of the word Vermégen, which means ‘to be able to do
something’, for a great fortune. These possibilities, only a small number of
which can be realized, are nevertheless put to account psychologically. They
convey the impression of an indeterminate power which is not confined to
the achievement of a particular result, and this impression is all the stronger
the more mobile and more easily available for any purpose the possessions
are; that is to say, the more the fortune consists of money or is convertible
to money, and the more distinctly money itself has become a tool and a
point of transition without any purpose of its own. The pure potentiality of
money as a means is distilled in a general conception of power and signifi-
cance which becomes effective as real power and significance for the owner
of money. It is like the attraction of a work of art, which is produced not
only by its content and the associated psychological reactions, but by all the
accidental, individual and indirect complexes of feeling that it makes
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possible. Only the indeterminate sum of these feelings circumscribes the
whole value and significance of a work of art.

The difference between the same amount of money as
part of a large and of a small fortune

If this interpretation of the unearned increment of wealth is correct, then
the increment will be greater when the circumstances of the owner provide
better opportunities and more freedom to use it. A poor man has the fewest
opportunities, because his money income is adequate only for the basic
needs of life and allows almost no latitude in the choice of uses.This latitude
increases with increasing income, and each unit of the growing income
becomes more valuable to the extent that it differs from those units that are
necessary for the satisfaction of basic and predetermined needs; that is, each
additional unit of income includes a larger proportion of unearned incre-
ment, though of course this is only the case up to a relatively high level of
income, beyond which each unit of income is equal in this respect. Here the
phenomenon we are considering can be seen in a particular context, and in
a way that seems to me especially fruitful. Many commodities are available
in such abundance that they cannot all be consumed by the well-to-do
members of society and they have to be offered to the poorer strata of
society if they are to be sold at all. The prices of such goods cannot be higher
than these strata are able to afford. One might refer to this as ‘the law of
consumer’s price limitation’, according to which the price of a commodity
can never exceed the amount that the social strata to whom the available
supply must be offered is able to pay. This may be interpreted as an applica-
tion of marginal utility theory to the social scene; instead of the least urgent
need that can still be satisfied by a commodity, it is the need of those with
the least ability to pay that becomes decisive for price formation. This
phenomenon involves a tremendous advantage for the well-to-do, since the
indispensable goods are now available to him at a much lower price than he
would be willing to pay if necessary. Because the poor man has to buy the
simple necessities of life he makes them cheap for the wealthy man. Even if
the latter had to spend the same proportion of his income as the poor man
for his basic needs (food, shelter and clothing), he would still have more
money left for luxuries. Instead, he has the additional advantage that he can
satisfy his basic needs with a relatively smaller part of his income, and with
the remaining part he has freedom of choice in the use of his money, which
makes him an object of respect and deference beyond his actual economic
income. The pecuniary resources of the poor are not surrounded by this
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sphere of unlimited possibilities, because they immediately and undoubt-
edly terminate in very definite purposes. For the poor, these resources are
not simply ‘means’ at their disposal in the same pure and abstract sense as
they are for the rich, because the purpose is already embedded in them and
colours and directs them. The German language very subtly terms those
who own a considerable amount of money bemittelt, that is, equipped with
means. The freedom associated with such resources leads to yet another
unearned increment. Wherever public functionaries are unpaid, it is only
well-to-do people who are able to hold the leading positions. The general of
the Achaean League, just as much as the English member of Parliament — at
least until recently — had to be well off. For this reason, in countries that paid
their officials very little, a complete plutocracy, a form of hereditary concen-
tration of high officials in a few families, often developed. Whereas it seems
that unsalaried positions separate money interests from the interest in
service, the positions of officials, with all the honour, power and opportuni-
ties associated with them, become an annex of wealth. It is obvious that this
situation is best served by the money form of wealth because its teleological
indifference allows the personage completely free disposal of his time, his
place of residence and the direction of his activities. The honours acquired
by wealth and the moral esteem that it enjoys are condensed, through the
unsalaried official functions, to a centre of power in leading offices that is
unattainable to the poor. This is, in turn, related to a further unearned incre-
ment, associated with the fame of service to one’s country, which, though
often quite deserved, is granted on other than ethical grounds, namely on
the purely technical grounds of mere money ownership. We observe the
same situation at a higher level, when, at the end of the Middle Ages
in Libeck, wealthy people liked to join several fraternities to make their
salvation more secure. The technical means for the attainment of religious
blessing in the medieval Church were often such that only the wealthy could
use them. Aside from their transcendental purpose, and as an unearned
discount, they brought with them a certain amount of worldly prestige
and advantage such as the membership in several fraternities. At the psycho-
logical level, the overstepping of the property boundary outlined above
produces the following unearned increment: the question of how much a
desired object costs in many cases plays no role at all for those who are
extremely wealthy. This means much more than is usually associated with
this everyday expression. As long as the income is tied to definite purposes,
every expenditure is unavoidably burdened with the thought of the required
costs; for the majority of people the question of ‘How much?’ stands
between a desire and its satisfaction. It implies a certain materialization of
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things that does not exist for the real financial aristocrat. Whoever owns
money beyond a certain level thereby gains the additional advantage of
being allowed to be contemptuous of it. The way of life that does not have
to consider the money value of things has an extraordinary aesthetic charm.
The acquisition of things can be determined exclusively by objective points
of view, dependent only on the content and the significance of the objects.
Although the domination of money may depreciate the specific qualities of
things and the awareness of them in so many respects, there are undeniably
other phenomena that money enhances. The qualities of objects have at least
the psychological chance, even though rarely realized, to be more in
evidence, if what they have in common — economic value — is projected on
to and localized in another form which lies outside them. Every way of life
that does not have to take money into account avoids the distractions and
shadows that arise for the purely objective quality and valuation of things
through which these internally completely alien relations arrive at their
money price. Wherever the less well-to-do person is able to purchase the
same object as the very rich person, the latter enjoys the psychological
unearned increment of ease and directness. Unlike the less prosperous
person, the very rich person is not distracted in his acquisition and enjoy-
ment by the problem of sacrificing money. In a contrary manner, we shall
see later that the blasé attitude deadens the particularity and specific charms
of things and reduces them to shadows of monetary wealth. Yet far from
disproving the other relation, it merely illustrates the essential qualities of
money: through its distancing from every specific determination, money is
able to take up the threads of internal and external life that run in completely
opposite directions and to act as a tool of decisive cultural and representa-
tional importance for any one of them. This is the incomparable significance
of money for the evolutionary process of the practical mind; it achieves the
utmost reduction of the specific qualities and the one-sided character of
all empirical forms. What one might term the tragedy of human concept
formation lies in the fact that the higher concept, which through its breadth
embraces a growing number of details, must count upon increasing loss of
content. Money is the perfect practical counterpart of such a higher cate-
gory, namely a form of being whose qualities are generality and lack of
content; a form of being that endows these qualities with real power and
whose relation to all the contrary qualities of the objects transacted and to
their psychological constellations can be equally interpreted as service and
as domination.

The unearned increment of the ownership of money is nothing but a
single instance of what one might call the metaphysical quality of money;
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namely, to extend beyond every particular use and, since it is the ultimate
means, to realize the possibility of all values as the value of all possibilities.

Money’s congruence with those who are marginal

I wish to extract from the sphere of activity of these relations a second series
of relations. The importance of money as a means, independent of all specific
ends, results in the fact that money becomes the centre of interest and the
proper domain of individuals and classes who, because of their social
position, are excluded from many kinds of personal and specific goals. The
emancipated Roman slaves were predisposed towards monetary transac-
tions because they lacked any chance of achieving complete citizen status.
Already in Athens, at the very inception of pure monetary transactions in
the fourth century, the wealthiest banker, Pasion, had started his career as a
slave. In Turkey the Armenians, a despised and often persecuted people, are
frequently merchants and money-lenders, as, under similar circumstances,
were the Moors in Spain. In India these circumstances are a frequent occur-
rence. On the one hand, the socially oppressed and yet cautiously advancing
Parsee are mostly money-changers or bankers, while on the other hand in
some parts of southern India, money business and wealth are in the hands
of the Chetty, a mixed caste, who, because of imperfect caste purity, have
very little prestige. Similarly, the Huguenots in France, like the Quakers in
England, applied themselves with the greatest intensity to money acquisi-
tion because of their exposed and restricted position. To exclude someone
in principle from the acquisition of money is almost impossible because all
possible paths constantly lead to it. Money transactions require less technical
training than any other trade and therefore more easily evade control and
interference; in addition, people who require money are usually in desperate
need and are willing both to contact people who would normally be
despised and to go to normally shunned hiding places. Because the outlawed
cannot be kept away from the sphere of pure money interests, there develops
an association between these two factors operating in different directions:
on the one hand, the person dealing merely with money is threatened with
becoming socially déclass¢, which usually he can escape only through his
power and indispensability, and on the other hand the vagabonds of the
Middle Ages, who were in other respects legally discriminated against, were
treated impartially before the law in money matters. The same result will
occur if the exclusion of social groups from the full rights and benefits of
citizenship is enforced not through legal or otherwise imposed regulations,
but through voluntary renunciation itself. After the Quakers had already
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attained full political equality, they themselves rejected the interests of
others: they did not take an oath and therefore could not accept a public
office; they refused everything that was associated with the adornment of
life, even sport; they even had to give up farming because they did not want
to pay tithe. Thus, in order to retain an external life interest, they were
directed towards money as the sole interest in life to which they had access.
In the same way, it has been pointed out that in the Herrenhuter community
its members lack all interest in the sciences, the arts and cheerful sociability
and that, aside from religious interest, only naked acquisitiveness as a prac-
tical impulse remains. The industry and greed of many Herrenhuter and
pietists was not, therefore, a symptom of hypocrisy but of a degenerate
Christendom, decaying cultural interests and of a piety that does not tolerate
the superior values of this world, but only those associated with the base-
ness of the world. Indeed, even at the opposite levels of the social scale, it is
ominous that the interest in money remains the last, the most dogged and
persistent interest after all others are gone. The French aristocracy of the
ancien régime withdrew from its social obligations because of the growing
centralization of the State which had taken over the administration of the
rural areas. Since the State had taken away all tangible and valuable functions
of domination from the aristocracy, land ownership lost all significance save
as a basis for making money. This was the last remaining point of interest,
and everything that formerly had been a living bond between aristocrat
and peasant was now reduced to money interests. Whereas money transac-
tion becomes the ultima ratio of the socially disadvantaged and suppressed
elements, the power of money contributes positively to the attainment of
positions, influence and enjoyments wherever people are excluded from
achieving, by certain direct means, social rank and fulfilment as officials or
in professions from which they are barred. Because money is indeed a mere
means, though on an absolute scale, and since money lacks all particularity
derived from whatever actual determinations, it is the unconditional terminus
a quo to everything, as well as the unconditional terminus ad quem from every-
where. Therefore, equivalent circumstances emerge where sections of
groups are not excluded from the sequence of purposes, and the identical
teleological formation is valid for the whole group. The Spartans, to whom
the pursuit of any economic interest was strictly forbidden, are reported to
have been very greedy. It seems that the passion for possessions, whose
distribution had been impractically systematized by the Lycian constitution,
burst out precisely where ownership possessed the least specific character
and where restrictions were least able to be imposed. It has also been
mentioned that over a long period in Sparta there was no difference between
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the poor and the wealthy with regard to the practical enjoyment of posses-
sions, and that the wealthy did not live any better than did the poor. Thus,
acquisitiveness had to focus all the more on the possession of money. The
same state of affairs came about when, as one of the Ephoros — the Spartan
magistrates — reports, Aegina became a similar major trading place because
the poor quality of the soil suggested trade to the inhabitants — and Aegina
was the first place in Greece proper where coins were minted! Because
money is the common point of intersection of the sequence of purposes
that stretches from every point of the economic world to every other, it is
accepted by everyone from everyone. At the time when the curse of ‘dishon-
esty’ weighed most heavily on certain occupations, people still accepted
money from the hangman even though they were looking for an honest
person to handle it first. Aware of this overriding power of money, Macaulay
defended the emancipation of the Jews on the grounds that it would be
nonsense to withhold political rights from them, because money already
gave them the substance of power. They could buy voters or control kings;
as creditors they could dominate their debtors, so that political rights would
be nothing but the formal acknowledgment of what they already possessed.
In order to really deprive them of their political rights one would have to
kill them and rob them; if they kept their money —‘so we may take away the
shadow, but we must leave them the substance’, a very characteristic expres-
sion for the teleological inversion of the concept of money — then, in purely
factual terms, one would certainly be inclined to characterize social, polit-
ical and personal positions as possessing a real and substantial value while
money — in itself the empty symbolization of other values — would be seen
as a mere shadow!

There is no need to emphasize that the Jews are the best example of the
correlation between the central role of money interests and social depriva-
tion. I only want to mention two viewpoints as particularly important for
the basic significance of money. Because the wealth of the Jews consisted of
money, they became a particularly sought-after and profitable object of
exploitation, for no other possessions can be expropriated as easily, simply
and without loss. Just as one can rank economic goods in the light of their
acquisition through labour on a scale of greater or less utility, so one can do
the same for their acquisition by robbery. If one deprives somebody of his
land, it is impossible — except by turning it into cash — to realize the benefit
right away, since time, effort and expenses are required. Personal effects are
naturally more practical to cope with, although here too differences exist: in
medieval England, for instance, wool was most useful in this respect, since
it was a sort of circulating medium used by Parliament to grant taxes to the
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king and used by the king to squeeze money from the merchants. Money is
the extreme point of this scale. The same specific character of money as
lacking in any specific determinacy which made it the most suitable and the
least refusable source of income for the Jews in their position as pariahs,
also made it the most convenient and direct incentive for exploiting them.
If, with regard to the medieval pogroms, we are informed that in some cities
the persecution was directed against the wealthy while in others against the
poor Jews, then this is surely no counter-evidence, but is rather the other
side to the growing power of money.

The relationship of Jews to money in general is more evident in a socio-
logical constellation that gives expression to that character of money. The
role that the stranger plays within a social group directs him, from the
outset, towards relations with the group that are mediated by money, above
all because of the transportability and the extensive usefulness of money
outside the boundaries of the group. The relation between the nature of
money and the stranger is already noticeable among some primitive people.
Money consists there of tokens that are imported; for instance, in the
Solomon Islands and among the Ibo on the Niger a kind of industry exists
that manufactures tokens out of shells or other monetary symbols. These
tokens circulate as money not in the place of production but in the neigh-
bouring areas to which they are exported. This calls to mind fashion, which
is so often particularly valued and powerful if it is imported. Money and
fashion are forms of social interaction and it seems that social elements, just
like the focusing of our eyes, sometimes converge best on a point that is not
too close. The stranger as a person is predominantly interested in money for
the same reason that makes money so valuable to the socially deprived:
namely, because it provides chances for him that are open to fully entitled
persons or to the indigenous people by specific concrete channels and by
personal relationships. It has also been emphasized that it was strangers
who, in front of the Babylonian Temple, threw money to the native girls
who then prostituted themselves for it. There is another connection between
the sociological importance of the stranger and of money. The pure mone-
tary transaction is obviously something secondary; the basic interest in
money expresses itself first and foremost in trade. For good reason, the
trader is usually a stranger at the beginning of economic development. As
long as the economic spheres are small and do not yet possess a highly
developed division of labour, direct exchange or purchase suffices for neces-
sary distribution; the trader is required only for the provision of goods
produced in far-away areas. The decisiveness of this relationship is demon-
strated by its reversibility: not only is the trader a stranger, but the stranger
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is also disposed to become a trader. This becomes evident as soon as the
stranger is not only temporarily present in the society but settles and looks
for permanent support within the group.Thus, the citizens in Plato’s Laws are
prohibited from owning gold and silver, and all trade and manufacturing is
specifically reserved for strangers. The fact that the Jews became a trading
people is due not only to their suppression but also to their dispersal
throughout all countries. The Jews became familiar with money business
only during the last Babylonian exile, prior to which time it was unknown
to them. This is emphasized by the fact that it was particularly the Jews of
the Diaspora who followed this profession in large numbers. Dispersed
peoples, crowded into more or less closed cultural circles, can hardly put
down roots or find a free position in production. They are therefore
dependent on intermediate trade which is much more elastic than primary
production, since the sphere of trade can be expanded almost limitlessly by
merely formal combinations and can absorb people from outside whose
roots do not lie in the group.

The basic trait of Jewish mentality to be much more interested in logical—
formal combinations than in substantive creative production must be
understood in the light of their economic condition. The fact that the Jew
was a stranger who was not organically connected with his economic group
directed him to trade and its sublimation in pure monetary transactions.
With a most remarkable insight into the Jewish situation, a statute of
Osnabriick at the turn of the thirteenth century permitted the Jews to take
1 per cent interest per week and thus 365 per cent yearly, whereas the usual
rate was 10 per cent per year at the most. It was of particular importance
that the Jew was a stranger not only with regard to the local people, but also
with regard to religion. Since the medieval ban on taking interest was there-
fore not valid for him, he became the recognized person for money lending.
The high interest rate charged by Jews was the result of their being excluded
from land ownership: mortgages on landed property were never safe for
them, and so they always feared that a higher authority would declare their
claims null and void (as did King Wenzel for Franken in 1390, Charles IV in
1347 for the burgrave of Nuremberg, and Duke Henry of Bavaria in 1338
for the citizens of Straubing).

The stranger needs a higher risk premium for his enterprises and loans.
This connection is not only valid for the Jews, but is deeply rooted in the
essence of trade and of money and is just as important for a series of other
phenomena. I will refer here only to those in modern times. The world stock
exchanges of the sixteenth century, Lyons and Antwerp, gained their distinc-
tive character through strangers on the basis of almost unlimited freedom of
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trade which the alien merchant enjoyed here. This again is bound up with
the money transactions characteristic of these places: a money economy and
free trade possess a deep inner relationship, no matter how often it may be
obscured by historical accidents and mistaken principles of governments.
The role of the stranger in financial transactions illustrates their inter-
relationship clearly. The financial importance of some Florentine families
during the Medici period was based on the fact that they were banished by
the Medici or deprived of their political power. In order to regain strength
and importance, they were dependent on financial transactions, since
they could not pursue any other business away from home. It is worth
observing how, on closer scrutiny, other concurrent but apparently contra-
dictory events reveal the same relationship. When Antwerp in the sixteenth
century was the undisputed centre of world trade, its importance rested
upon the strangers, the Italians, Spaniards, Portuguese, British and Germans,
who settled there and sold their merchandise. The native people of Antwerp
played a very restricted role in trading and were employed mainly as commis-
sion agents and as bankers in financial business. In this international society
unified by the interests of world trade, the native people played the role that
is otherwise often played by the stranger. What is decisive here is the socio-
logical relationship between a large group and some estranged individuals.
The latter, because they do not have any direct relationship with more
concrete interests, turn towards financial transactions. In most cases such a
relation develops between the native people and strangers; when the Anglo-
Saxons had absorbed the British population whom they had not expelled
they called them ‘the strangers’; wherever, as in Antwerp, strangers represent
alarge cohesive group and where it is the native people who are the dispersed
minority, then the result shows that the same sociological cause has the same
effect, whereas the question as to which of the elements is locally born and
which is foreign is of no importance. Regardless of the private motives of
the individual stranger within a group for choosing trade and particularly
financial transactions, the first major transactions of modern bankers during
the sixteenth century take place abroad. Money is emancipated from the
local restrictedness of most teleological sequences, because it is the interme-
diate link from any given starting point to any given final point. And if]
as one might put it, every element of historical existence searches for
the form of activity in which it can express its specific quality and its
genuine strength in its purest form, then the earliest modern substantial
capital, like the expanding urge of youthful spirits, presses for investments
which most strongly reveal its all-embracing power, its all-embracing
usefulness and its impartiality. The hatred of the people for the major
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financial houses rested primarily on the fact that the owners and also their
agents were usually strangers: it was the hatred of national sentiment against
internationalism, the opposition of one-sidedness which, being aware of its
specific value, feels overpowered by an indifferent, characterless force whose
essence seems to be personified by strangers. This fully corresponds to the
aversion of the conservative Athenian masses for the intellectualism of the
Sophists and of Socrates, for this new uncanny power of the mind, which,
neutral and heartless like money, often showed its strength first of all in the
demolition of the surviving pockets of ridiculed power. Moreover, as if
objectifying this tendency of money, the enormous expansion of financial
transactions originated in endless wars, between the German Kaiser and the
French King, the religious wars in the Low Countries, Germany and France,
etc. War, which by itself is only pure unproductive movement, gained
complete control of money funds, and the solid trade in goods — which is
largely locally confined — became overgrown by financial trade. Indeed, in
this way the transfer of financial capital into foreign countries actually
became subversive. French kings have engaged in wars with Italy with the
support of Florentine bankers: they have taken away Lorraine, and later
Alsace, from the German Empire with the assistance of German money; the
Spaniards have been able to use Italian financial power to dominate Italy.
Only during the seventeenth century did France, England and Spain attempt
to set an end to this fluttering to and fro of finance capital, which thereby
disclosed its character as a pure means, and to satisfy the capital needs of
governments within their own country. If finance in the most recent period
has again become international in many respects, then it certainly has a
completely different significance: ‘strangers’ in the original sense no longer
exist today; trade relations, the customs and laws of even very remote coun-
tries, have come to form a more and more uniform organism. Money has
not lost the character that originally made it a domain of the stranger, but
has intensified it more and more into abstraction and colourlessness through
the multiplication and variation of the intersecting ideological purposes that
exist in it. The contrast that existed between the native and the stranger has
been eliminated, because the money form of transactions has now been
taken up by the whole economic community. The significance of the stranger
for the nature of money seems to me to be epitomized in miniature by the
advice I once overheard: never have any financial dealings with two kinds of
people — friends and enemies. In the first case, the indifferent objectivity of
money transactions is in insurmountable conflict with the personal character
of the relationship; in the other, the same condition provides a wide scope
for hostile intentions which corresponds to the fact that our forms of law in
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a money economy are never precise enough to rule out wilful malice with
certainty. The desirable party for financial transactions — in which, as it has
been said quite correctly, business is business — is the person completely
indifferent to us, engaged neither for us nor against us.

[l
The psychological growth of means into ends

In the preceding analysis we have presupposed one aspect of the sense of
value whose self-evidence can easily obscure its significance for us. Money
is valuable to us because it is the means for the acquisition of values: but one
could just as well say that it is only the means. For it does not appear to be
logically necessary that the emphasis of value that rests on the ultimate ends
of our action is transferable to the means, which, in themselves and without
reference to the teleological sequence, would be completely estranged from
value. This value transference on the basis of purely external connections
arranges itself in a very general form of our mental processes which one
might call the psychological expansion of qualities. If an actual sequence of
objects, forces or events contains a link that brings about certain subjective
reactions in us, e.g. pleasure and displeasure, love or hate, positive or nega-
tive value sentiments, then not only do these values seem attached to their
immediate representatives, but we also allow the other unspecified mental
links of the series to participate in them. This is true not only for teleological
sequences whose ultimate link reflects its significance on all the causes of its
realization, but also for other regular linkages of the elements: all members
of a family participate in the honour or degradation of one of its members;
the insignificant works of a great poet enjoy an undeserved appreciation
because his other works are important; preference and rejection of the indi-
vidual in party politics extends to those points of the party programme that
may otherwise be met with opposite feelings or with indifference; love for
a human being originating from sympathy with one of his qualities finally
encompasses his total personality, and therewith all kinds of qualities and
utterances, with the same passion that would be unjustified without such a
connection. In brief, wherever a number of people and objects exist as a
unit through whatever connection, the sense of value derived from a single
element is also transmitted by the common root of the system to the others,
which by themselves do not provoke such feelings. Precisely because the
sense of value has nothing to do with the structure of things but possesses
its impassable realm beyond them, valuation does not strictly adhere to its
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logical boundaries but evolves liberally beyond the objectively justified rela-
tions to things. There is something irrational in the fact that the relatively
high points of our mental life tinge the contiguous moments that do not
have those qualities, but this reveals the whole happy wealth of the soul
which wants to live out its interest in the once-sensitive significant elements
and values, even according to the full measure of its inner resonance to
things, without anxiously asking for the legitimate reason for their sharing
this value.

The most rational and most plausible of all the forms of such expansion
of qualities is certainly that of the sequence of ends. Yet this too does not
seem to be absolutely necessary. The significance that the indifferent means
acquires by realizing a valuable end does not have to consist of a transferred
value. Rather, it could be a specific category grown out of the extraordinary
frequency and importance of this configuration. However, the psycholog-
ical expansion is in fact based on the value quality, the only difference being
that the value of the end may be called absolute and the value of the means
relative. The value of things is absolute — here in the questionable practical
sense — where a process of the will definitely stops. This stopping naturally
does not need to be an extensive pause in time, but only the end of a series
of innervations so that the continued life of the will manifests itself in new
innervations after the sense of satisfaction has been exhausted. On the other
hand, an object is relatively valuable if the sense of'its value is thereby condi-
tioned by the realization of an absolute value; the relativity of its value is
demonstrated by the fact that the value is lost at the moment when another
means for the same end is discovered which is superior and more easily
attainable. This contrast between absolute and relative value does not coin-
cide with the contrast between objective and subjective value, since the
former may evolve in both of these forms of value. I have used the concepts
of value and purpose here as largely identical; in this context, they are in fact
only different aspects of one and the same phenomenon: the actual concep-
tion which, according to its theoretical-emotive meaning, is a value is a
purpose from a practical-volitional point of view.

The psychic energies that posit one or the other kind of values and
purposes are of a very different nature. The creation of a final purpose is,
under all circumstances, possible only by a spontaneous act of the will,
whereas the relative value of a means can only be adjudged by way of theo-
retical knowledge. The setting of the goal arises from the character, from the
mood and from the interest, but the road is determined by the nature of
things. The notion that we are free with regard to the first step but slaves
with regard to the second is nowhere more applicable than in the teleolog-
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ical sphere. However, this opposition, which discloses the great variety of
relations between our inner forces and objective being, in no way hinders
one and the same content from shifting from one category to the other. It is
precisely the spontaneity in setting the final purpose, together with the fact
that the means psychologically participate in the value of their goal, that
enables the means to acquire the quality of a definite autonomous value for
itself in our consciousness. This is possible only because the final authority
of our will is independent of all rational logical foundation, yet the fact itself
serves the expediency of the end even though it appears to run counter to
it. It is in no way certain, but rather can only be valid at a cursory glance,
that we attain our purposes best if we conceive them clearly. The concept of
‘unconscious purpose’ may seem difficult and imperfect, yet the fact that,
on the one hand, our actions in their most precise adaptation are focused on
certain final objectives and are incomprehensible without any effectiveness,
whereas on the other hand our consciousness is unaware of it, repeats itself
so often and is so crucial for our whole mode of existence that we cannot
do without a specific term for it. The expression ‘unconscious purpose’ is
intended not to explain this phenomenon, but merely to designate it. The
problem becomes clearer if we constantly keep in mind the fact that our
actions are never caused by a purpose — by something that will happen — but
always only through it as a physio-psychic energy which exists prior to
action. Consequently, we may assume the following state of affairs. On the
one hand, all our activities are directed by the central forces of our inner-
most self; on the other they are directed by the coincidence of sense impres-
sions, moods, external stimuli and determinations. Both sets of factors occur
in very varied combinations. Our actions are more appropriate to the extent
that the first factor prevails, by turning all the various given elements in the
direction of the energies which emerge from the mental self in its restricted
sense. If we have accumulated a considerable quantity of suspended energy
to such an extent that its discharge persistently follows in the predominant
direction — a constellation which, in its form, is realized identically in
secondary and objectionable interests — then this real physio-psychic power,
if it is mirrored in our conceptual consciousness, is called purpose. The
awareness of the purpose, as the mental reflection of this suspended energy,
can disappear during the actual process of the further development of the
purpose, because its real foundation is conceived as dissolving; by being
slowly transposed into action it continues to exist only in its effects. Even
though it is true that, according to the structure of our memory, the original
notion of purpose may survive any real foundation and continue to exist in
our consciousness, this is not necessary for the actions that seem to be
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permeated and guided by this foundation. Further, if this construction
is correct, then it follows that, to deal with teleological sequences, only the
presence of the original unit of energy, that is the original existence of
purpose as such, is required. The substantial force of energy survives in the
succeeding action, which remains guided from the outset by the purpose,
regardless of whether or not the awareness of purpose accompanies the
practical sequence any longer.

If the consciousness of purpose remains alive then it is not only something
purely ideal, but also a process that consumes the organic strength and inten-
sity of consciousness. The general practicality of life will therefore tend to
eliminate it, since — apart from any complications and diversions — it is basi-
cally no longer necessary for the teleological guidance of our actions. This
seems to make clear the phenomenon found in our experience, namely that
the ultimate link of our practical sequences, which can be realized only
through the means, will be all the better realized the more our strength is
focused and concentrated on producing these means. The real practical ques-
tion is then the production of means. The more it is completely solved, then
the easier it is for the final purpose to dispense with the effort of the will, and
this can be accomplished as the mechanical result of the means. If we are
constantly conscious of the final purpose, then a certain amount of strength
is withdrawn from the labour by the means. The most expedient attitude is
that of the complete concentration of one’s energies on that stage of the
sequence of purposes that should be realized next; in other words, one
cannot promote the final purpose any better than to treat the means as if it
were the end itself. The distribution of psychological stress that is required
when the available forces are limited does not coincide with the logical
organization; whereas for the latter the means is completely indifferent and
the whole emphasis is on the end, practical expediency requires the direct
psychological reverse of this relationship. This apparently irrational fact is of
immeasurable value to mankind. In all probability, we would never have
advanced beyond the setting of the most primitive tasks if our consciousness
had been preoccupied with them, and we would never have been free to
develop a greater variety of means; or we would have experienced an unbear-
able and crippling fragmentation if we had had to be constantly aware of the
whole sequence of means for the ultimate purpose while working on each
subordinate means. Finally, we would have had neither the strength nor the
interest for the immediate task, if we had realized the logical insignificance
of the means in relation to the ultimate ends and if we had not focused the
whole collective strength of our consciousness on what is necessary at any
one time. It is obvious that this metempsychosis of the final end occurs more
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frequently and thoroughly, the more complicated are the technics of life.
With increasing competition and increasing division of labour, the purposes
of life become harder to attain; that is, they require an ever-increasing infra-
structure of means. A larger proportion of civilized man remains forever
enslaved, in every sense of the word, in the interest in technics. The condi-
tions on which the realization of the ultimate object depends claim their
attention, and they concentrate their strength on them, so that every real
purpose completely disappears from consciousness. Indeed, they are often
denied. This is encouraged by the fact that in culturally developed relations
the individual is born into a teleological system composed of many links (for
example, with reference to customs that are taken as categorical imperatives,
whose origin as a pre-condition for social purposes no one questions any
more); the individual accepts collaboration for long-established purposes,
while even his individual goals are frequently seen as self-evidently given by
the surrounding atmosphere and gain their validity more in his actual exist-
ence and self-development rather than through a clear consciousness. All
these circumstances contribute to the fact that not only the final goals of life
as such but also those within life are allowed to rise only imperfectly into the
stream of consciousness and to concentrate and direct consciousness towards
the practical task of the realization of means.

Money as the most extreme example of a means becoming an end

It is surely obvious that this antedating of the final purpose in its most
comprehensive and radical form takes place not in the intermediate instances
of life but rather in money. Never has an object that owes its value exclu-
sively to its quality as a means, to its convertibility into more definite values,
so thoroughly and unreservedly developed into a psychological value abso-
lute, into a completely engrossing final purpose governing our practical
consciousness. This ultimate craving for money must increase to the extent
that money takes on the quality of a pure means. For this implies that the
range of objects made available to money grows continuously, that things
submit more and more defencelessly to the power of money, that money
itself becomes more and more lacking in quality yet thereby at the same
time becomes powerful in relation to the quality of things. Its growing
importance depends on its being cleansed of everything that is not merely a
means, because its clash with the specific characteristics of objects is thereby
eliminated. Money’s value as a means increases with its value as a means right
up to the point at which it is valid as an absolute value and the conscious-
ness of purpose in it comes to an end. The inner polarity of the essence of
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money lies in its being the absolute means and thereby becoming psycho-
logically the absolute purpose for most people, which makes it, in a strange
way, a symbol in which the major regulators of practical life are frozen. We
are supposed to treat life as if each of its moments were a final purpose;
every moment is supposed to be taken to be so important as if life existed
for its sake. At the same time, we are supposed to live as if none of its
moments were final, as if our sense of value did not stop with any moment
and each should be a transitional point and a means to higher and higher
stages. This apparently contradictory double demand upon every moment of
life, to be at the same time both final and yet not final, evolves from our
innermost being in which the soul determines our relation to life — and
finds, oddly enough, an almost ironical fulfilment in money, the entity most
external to it, since it stands above all qualities and intensities of existing
forms of the mind.

Money as an end depends upon the cultural tendencies of an epoch

The extent to which money becomes absolute for the consciousness of
value depends on the major transformation of economic interest from
primitive production to industrial enterprise. Modern man and the ancient
Greek have such different attitudes toward money largely because formerly
it served only consumption whereas now it essentially serves production.
This difference is of extreme importance for the teleological role of money
which is the true index of the economy as a whole. Formerly, general
economic interest was directed much more towards consumption than
to production; agricultural production predominated and its simple and
traditional stationary technology did not require as much expenditure of
economic consciousness as did constantly changing industry. This conscious-
ness was therefore predominantly focused on the other side of the economy,
namely consumption. The development of labour as a whole reflects the
same pattern. Native peoples work almost exclusively for immediate con-
sumption and not for possessions, which would be the next stage further
towards acquisition. Thus it is that the so-called socialist tendencies and the
ideals of antiquity centre around an organization of consumption but not of
productive labour: Plato’s ideal state in this respect resembles the Athenian
democracy which he sought to attack. One of Aristotle’s arguments illus-
trates this particularly clearly. If political functions were to receive payment,
then this would result in predominance of the poor over the wealthy in a
democracy, because the poor would be less occupied by private business
and have more time to exercise their public rights, which they would do if
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they received payment for it. Here it is taken for granted that the poor are
less busy. If this situation, in contrast to later centuries, is not a matter of
chance but rather is based in principle on the form that the economy takes,
then it follows that the interest of the masses was simply in having enough
to survive on. A social structure that presupposes the unemployment of the
poor must basically possess an interest in consumption rather than produc-
tion. The moral rules of the Greeks concerning the economic realm almost
never refer to acquisition, perhaps if only because the numerically predom-
inant primary producers, the slaves, were not the object of social or moral
interest. It was Aristotle’s opinion that only expenditure and not production
provided the opportunity to develop a positive morality. This coincides with
both Aristotle’s and Plato’s opinions on money, which was considered by
both to be only a necessary evil. Money reveals its indifferent and empty
character particularly clearly where the value emphasis is exclusively upon
consumption because here it is immediately confronted with the final
purpose of the economy, whereas, as a means of production, it is both more
removed from the final goal and surrounded by other means in comparison
with which it possesses a totally different relative significance. This distinc-
tion in the meaning of money can be traced back to the ultimate decisions
in the spirit of each epoch. The conscious over-estimation of the interest in
consumption over that in production has its origin in the predominance of
agrarian production. Landed property, the relatively safe possession protected
by law, was the only possession that could guarantee for the Greeks the
continuity and unity of their awareness for life. In this respect, the Greeks
were still Orientals, in that they conceived the continuity of life only if the
fleetingness of time was supplemented by a solid and constant content. It is
thus the adherence to the concept of substance that characterizes the whole
of Greek philosophy. This does not at all characterize the reality of Greek life,
but rather its failures, its longing and its salvation. It reflects the tremendous
scope of the Greek mind in that it not only sought its ideals in the extension
and completion of the given, as happened with lesser-spirited people, but
further reflected this scope in their attempt to complete their passionately
endangered reality — always disrupted by party strife — in another realm, in
the secure bounds and quiet forms of their thoughts and creations. The
modern view, in total contrast, views the unity and coherence of life in the
interplay of forces and the law-like sequence of moments that vary their
content to the utmost. The whole diversity and motion of our life does not
dispose of the feeling of unity — at least not usually, and then only in cases
where we ourselves perceive deviations or deficiencies; on the contrary, life
is sustained by it and brought to fullest consciousness by it. This dynamic
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unity was foreign to the Greeks. The same basic trait that allowed their
aesthetic ideals to culminate in their forms of architecture and plastic arts
and that led their view of life to be one of a limited and finite cosmos and
the rejection of infinity — this trait allowed them to recognize the continuity
of existence only as something substantial, as resting upon, and realized
in, landed property, whereas the modern view of life rests upon money
whose nature is fluctuating and which presents the identity of essence in
the greatest and most changing variety of equivalents. Moreover, commer-
cial transactions based on money were further discredited in the eyes of
the Greeks by the fact that such transactions are always somewhat long-
sighted and operate on the calculability of the future. Yet to the Greeks the
future was, in principle, something unpredictable; hope for the future was
extremely delusive, even presumptuous, and such insight might provoke the
wrath of the gods.

All these internal and external moments of life formation interact in such
a way that one cannot designate any one of them as the unconditional
fundamental one. The character of an agrarian economy is determined, on
the one hand, by its reliability, by a small and less variable number of inter-
mediate links, by the emphasis on consumption rather than production, and
on the other by an attitude focused on the substance of things, and by an
aversion to the unpredictable, the unstable and the dynamic. On the one
hand, all these qualities are various broken rays of a unified historical basic
formation refracted by the medium of differentiated interests. We cannot
directly grasp or name these rays with the dissecting mind; perhaps they
belong to those formations to which the question of priority is not appli-
cable, because their essence basically rests upon the interaction of mutual
dependence in an infinite process and in a circle that is defective as to the
knowledge of the details but essential and unavoidable in its basic motives.
No matter how we interpret it, the fact remains that, for the Greeks, the ends
and means of the economy had not drifted so far apart as they did later;
further, that the means had not the same psychological independent exist-
ence and that money had not developed so obviously and without inner
resistance into an independent value.

Psychological consequences of money’s teleological position

The importance of money as the outstanding and most perfect example
of the psychological raising of means to ends becomes most apparent when
the relationship between means and ends is inspected more closely. I have
already mentioned a number of occasions in which we hide the real goals
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of our actions from ourselves, so that our will is in reality focused on goals
other than we ourselves assume. Thus, it seems legitimate to search further
for purposes beyond those reflected by our consciousness; but where does
the limit to our search lie? If the teleological sequence does not terminate in
the last consciously conceived link, then does that not open up the way to
its continuation to the infinite? Is it not then necessary to be dissatisfied
with any given purpose on which our action rests, and to search for a
further reason for it in a purpose beyond the acknowledged one? In addi-
tion, no gain or condition attained grants us the final satisfaction which is
logically bound up with the concept of an ultimate purpose. Rather, every
point arrived at is actually experienced as only a transitional stage to a defin-
itive one — both in the realm of the senses, because it is in constant flux and
every enjoyment is followed by a new need; and in the realm of the ideal,
because the demands are never fully met by empirical reality. To summarize,
it appears as if what we call the ultimate purpose is floating above the
teleological sequence, yet stands in the same relation to the horizon as the
earthly paths that always lead towards it, yet which, after the longest wander-
ings, never seem to be any closer than at the outset. The question is not
whether the ultimate purpose can be attained, but whether its form of pres-
entation may be given any content. The teleological sequences, to the extent
that they are directed towards what can be realized in this world, come to a
standstill not with their realization but rather in accordance with their inner
structure. Instead of the fixed point that each of them seems to have in its
ultimate purpose, only the following heuristic regulative principle is offered:
namely, that one should not consider any individually willed goal as the
final one, but that one should leave the possibility open for a step to a higher
purpose. In other words, the ultimate purpose is only a function or a request.
Viewed as a concept, it is nothing other than the condensation of the fact
that at first it seemed to nullify: that the path of human endeavour and valu-
ation leads to infinity and that no points reached on that path can, in retro-
spect, escape being considered as a mere means, no matter how much it
appeared to be definite before it was reached. The elevation of the means to
the dignity of an ultimate purpose thereby becomes a much less irrational
category. Certainly in the individual case, irrationality cannot be eliminated,
but the nature of the totality of teleological sequences differs from that of
the limited phases. That the means become ends is justified by the fact that,
in the last analysis, ends are only means. Out of the endless series of possible
volitions, self-developing actions and satisfactions, we almost arbitrarily
designate one moment as the ultimate end, for which everything preceding
it is only a means; whereas an objective observer or later even we ourselves
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have to posit for the future the genuinely effective and valid purposes
without their being secured against a similar fate. At this point of extreme
tension between the relativity of our endeavours and the absoluteness of the
idea of a final purpose, money again becomes significant and a previous
suggestion is developed further. As the expression and equivalent of the
value of things, and at the same time as a pure means and an indifferent
transitional stage, money symbolizes the established fact that the values for
which we strive and which we experience are ultimately revealed to be
means and temporary entities. In so far as the most sublimated means of life
become the most sublimated purposes of life for most people, it forms the
most unambiguous evidence that whether a teleological moment will be
interpreted as a means or as an end depends only on one’s standpoint —
a proof whose extreme decisiveness corresponds to the completeness of a
test case.

There is no period of time in which individuals have not been greedy for
money, yet one can certainly say that the greatest intensity and expansion
of this desire occurred in those times in which the modest satisfaction of
individual life-interests, such as the elevation of the religious absolute as the
ultimate purpose of existence, had lost its power. At present — as in the
period of decline in Greece and Rome — and far beyond the inner state of
the individual, the whole aspect of life, the relationships of human beings
with one another and with objective culture are coloured by monetary
interests. It may appear as an irony of history that, as the moment when the
satisfying and ultimate purposes of life become atrophied, precisely that
value that is exclusively a means and nothing else takes the place of such
purposes and clothes itself in their form. In reality, money in its psycho-
logical form, as the absolute means and thus as the unifying point of innu-
merable sequences of purposes, possesses a significant relationship to the
notion of God — a relationship that only psychology, which has the privilege
of being unable to commit blasphemy, may disclose. The essence of the
notion of God is that all diversities and contradictions in the world achieve
a unity in him, that he is — according to a beautiful formulation of Nicolas
de Cusa — the coincidentia oppositorum. Out of this idea, that in him all estrange-
ments and all irreconcilables of existence find their unity and equalization,
there arises the peace, the security, the all-embracing wealth of feeling that
reverberate with the notion of God which we hold.

There is no doubt that, in their realm, the feelings that money excite
possess a psychological similarity with this. In so far as money becomes the
absolutely commensurate expression and equivalent of all values, it rises to
abstract heights way above the whole broad diversity of objects; it becomes
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the centre in which the most opposed, the most estranged and the most
distant things find their common denominator and come into contact with
one another. Thus, money actually provides an elevated position above the
particular and a confidence in its omnipotence, just as we have confidence
in the omnipotence of a highest principle to grant us the particular and the
baser at any moment and to be able to transform itself into them.The specific
ability and the interest of the Jews in the nature of money has certainly been
related to their ‘monotheistic schooling’. The temper of a people who for
thousands of years became used to lifting their eyes up to a single supreme
being, to finding in him — especially as he possessed only a very relative
transcendence — the goal and intersection of all particular interests, would
be suited to devoting itself to the economic sphere and especially to that
value which presents itself as the encompassing unity and the common
focal point of all sequences of purposes. Nor does the wild scramble for
money, the impulsiveness that money —in contrast with other central values,
for example landed property — spreads over the economy and indeed over
life in general at all contradict the final pacification in which the effect of
money approaches that of a religious mood. Not only is the whole excite-
ment and tension in the struggle for money the pre-condition for the
blissful peace after the conquest, but that calmness of the soul that religion
provides, that feeling of standing at the focal point of existence, attains its
highest value for consciousness only at the price of having searched and
struggled for God. Augustine’s comment on the business man, Merito dictum
negotium, quia negat otium, quod malum est neque quaerit veram quietem quae est Deus, is
quite valid for the industriousness which, constantly compiling means of
acquisition, strives for the final goal of financial gain, which is no longer
negotium but is its outlet. The frequent animosity of the religious and clerical
mentality towards money matters may perhaps be traced to its instinct for
the similarity in psychological form between the highest economic and the
highest cosmic unity and to its awareness of the danger of competition
between monetary and religious interest — a danger that has been shown to
exist not only where the substance of life is economic but also where it is
religious. The rejection of the rate of interest in Canon Law reflects the
general rejection of money as a whole, since the interest rate represents
monetary transactions in their abstract purity. The principle of interest rates
as such did not yet in itself reflect the full measure of sinfulness — it was
frequently believed in the Middle Ages that this was avoided by paying
interest in the form of commodities rather than money — but rather it
reflected the fact that interest rates were the interest on money paid in
money, which implied that the abolition of interest would hit the essence of
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money at its root. Money all too often easily gives the impression of being
the final purpose; for too many people money signifies the end of the tele-
ological sequences, and lends to them such a measure of unified combina-
tion of interests, of abstract heights, of sovereignty over the details of life,
that it reduces the need to search for such satisfactions in religion. All these
connections show that something more than the familiar points of compar-
ison exist. Thus Hans Sachs, already a representative of popular opinion,
concluded that ‘Money is the secular God of the World’. This refers back to
the basic reason for the position of money, which is that it is the absolute
means which is elevated to the psychological significance of an absolute
purpose. It has been stated — in a not altogether consistent manner — that the
relativity of things is the only absolute, and in this respect money is indeed
the strongest and most immediate symbol. For money is the embodiment
of the relativity of economic values. It embodies the significance of each
particular value as a means for the acquisition of another value — but really
this mere significance as a means is detached from its particular concrete
representative. Despite this, money can become, psychologically, an abso-
lute value, because it does not have to fear being dissolved into something
relative, a prospect that makes it impossible for many substantial values to
maintain the claim to be absolute. To the extent that the absolute of our
existence (I am not speaking here of the ideal meaning of things) dissolves
into motion, relation and development, the latter replace the former with
regard to our need for values. The economic sphere has exemplified this
historical type perfectly in the psychologically absolute value character of
money. To avoid popular misunderstanding on this point it must be noted
that the formal uniformity of this development in all spheres does not imply
the claim that it is uniformly welcome.

Greed and avarice

If the character of money as an ultimate purpose oversteps that intensity for
an individual in which it is the appropriate expression of the economic
culture of his circle, then greed and avarice emerge. I specifically wish to
emphasize the dependence of these concepts on the current specific
economic conditions, because the same degree of passion in acquiring and
holding on to money may be quite normal for the particular importance of
money in one context but may belong to the hypertrophied categories in
another. Generally speaking, the threshold for the beginning of a real greed
for money will be relatively high in a developed and lively money economy,
but relatively low at primitive economic levels, whereas the reverse is true
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for avarice. Whoever is considered thrifty and reasonable in spending money
under restricted circumstances little affected by the money economy will
appear to be avaricious under conditions of a quick turnover and easy
money. This already illustrates what will be made more evident later, namely
that greed and avarice are not identical phenomena although they have a
common basis in the evaluation of money as an absolute purpose. Like all
phenomena that have their origin in money, both represent specific stages in
the development of tendencies whose lower or higher levels also become
visible with reference to other contents. Both manifest themselves, with
reference to concrete objects and regardless of their monetary value, in
some people’s most remarkable psychological mania for accumulation, a
trait that often leads people to compare them to hamsters: such people pile
up precious collections of any kind without getting any satisfaction from
the objects themselves, frequently without even caring about them. In such
cases, value is located not in the subjective reflex of ownership that is
normally the reason for acquisition and possession, but in the simple objec-
tive fact, unaccompanied by any personal consequences, that merely having
these things in their possession is valuable for such people. This phenom-
enon, which is quite common in a limited and less extreme form, is usually
interpreted as egoism since it shares with it the negative side of the common
form of egoism — the exclusion of all others from ownership. However,
it does differ from it in one respect which is explored in the following
digression.

It must always be emphasized that the contrast between egoism and
altruism in no way fully embraces the motivations for our actions. In fact we
have an objective interest in whether certain events or things are realized or
not, and this is so regardless of the consequences for the human subject. It is
important to us that a harmony, an order based on ideas, and a significance —
which does not have to fit the usual schemes of ethics or aesthetics — prevail
in the world. We feel ourselves obliged to co-operate in this without always
asking whether it gives pleasure or will be of advantage to any person, that is,
whether it is of interest to oneself or to another. The three motivations come
together to some extent in the religious sphere where the position of objec-
tive motivation is made quite clear. Compliance with religious command-
ments can occur out of purely egoistical reasons, either in a crude manner, out
of fear or hope, or in a somewhat refined manner, for the sake of a good
conscience or the feeling of inner satisfaction. Furthermore, it can be of an
altruistic nature: the love of God, the surrender of our heart, may make us
obey His commandments, just as we fulfil the wishes of a person we love
because their joy and satisfaction is our greatest concern. Finally, we can be
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motivated by a feeling for the objective value of a world order in which the
will of the highest principle continues uninterrupted in the will of all
individual elements; the objective relation between God and ourselves can
demand of us this obedience as its adequate expression or its inner necessary
consequence, without any consequences for ourselves and without the joy
and contentment of God entering this motivation. In many cases, then, the
consciousness of purpose stops short of objective reality, and does not borrow
its value primarily from its subjective reflexes. I will leave every psychological
and epistemological interpretation of this impersonal motivation undecided
here. It is, in any case, a psychological fact which only enters into a variety of
combinations with the sequence of purposes of a personal nature. The collector
who shuts away his valuables from everyone else and who does not even enjoy
them himself, yet watches most jealously over them, colours his egoism with
an admixture of supra-subjective valuation. Generally speaking, it is the func-
tion of possessions to be enjoyed and we may contrast this not only with those
objects that one enjoys without wanting to own them, like the stars, but
also those whose value is independent of all subjective enjoyment like the
beauty, order and significance of the universe, whose value persists inde-
pendent of human response. In the case of such possessive people, there exists
an intermediate or mixed phenomenon: possession is certainly necessary, yet
it does not extend to its regular subjective consequences but is experienced
as a worthwhile and valuable goal without them. Here it is not the quality of
the object that is the genuine bearer of value; rather, however much quality is
indispensable and determines the measure of the value, the true motivation
is the fact of its being possessed, the form of the relationship in which
the subject stands to the object. The real value, at which the teleological
sequence comes to an end, lies in this form — which is realizable only in a
specific content: it lies in this ownership by the subject which exists as an
objective fact.

The process of becoming an absolute economic value, the disruption of the
teleological sequence before returning to the subject, is in a peculiar way
illustrated by a certain significance of landed property which blends with its
real economic significance in various ways — though often only as an over-
tone. Landed property would not have acquired a value except for the fact that
it brought in a subjective gain in utility for the owner. Thus, its value is not
completely created by such accountable value factors as its yield, the greater
security of immobile possessions, the social power connected with it, etc.
Over and above all these factors, though bound up with them, there often
exists a certain ideal value, and the feeling that it is valuable in itself, that man
has a relation of sovereign power over the soil, that he possesses such a close
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personal relationship to the basis of human existence. Landed property thus
possesses and grants a certain dignity which distinguishes it from all other
types of possession, even if their resultant utility is equal or greater for the
owner. This accounts for the fact that it has often been preserved by sacrifices
that are only made in a similar way for an objective ideal. An element of abso-
lute value is therefore hidden in the significance of landed property; it is, or at
least it was, connected with the idea that it is valuable to be a landowner even
it this value is not expressed in terms of utility. The commitment to landed
property may thus possess religious overtones as, for example, at the high
point of Greek civilization. At that time, to sell landed property was an offence
not only against the children, but also against the ancestors, because it
disrupted the continuity of the family. The fact that the supply of land could
not easily be increased favoured its function as the symbol of family unity
which transcended individuals and was sacrosanct. Particularly in the Middle
Ages, landed property was ranked as an absolute value to a far greater extent
than today. Even though it was sought after, in the first place, because of its
yield and the enjoyment of this yield, and thus represented a relative value, it
had — over and above its role in the money economy — a specific importance
both in and for itself since it was not constantly being turned into money and
taxed according to monetary value. One might say that landed property had
no equivalent; the sequence of values in which it stood terminated with
landed property. Whereas movable objects might be exchanged against one
another, immobile property was — cum grano salis — something incomparable: it
was value as such, the immovable ground above and beyond which real
economic activity was carried on. It was probably not only the economic—
relativistic interest that motivated the Church to appropriate it: at the begin-
ning of the fourteenth century, almost half of English soil, and at the time of
Philip IT more than half of the Spanish soil, is supposed to have been owned
by the clergy, and even today two-thirds of all productive landed estates in the
religious state of Tibet belong to the clergy. Just as the Church provided the
stable, apparently externally grounded norms of life in the Middle Ages, so it
seemed appropriate, in the real as well as the symbolic sense, that it encom-
passed in its hands that value which was the foundation for all other values.
The inalienability of the Church’s landed property was only the conscious
and legal manifestation of this inner character. It demonstrated that the move-
ment of values terminated here and that the ultimate limit and finality of the
economic sphere had been attained. If one can compare the mort main with
the lion’s den, to which all footsteps lead but from which none emerge, then
this is also a symbol of the all-embracing absolute and the timelessness of the
principle on which the Church is founded.
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This development of goods into a final purpose whose absolute value
extends beyond that of the mere enjoyment of their benefits is found repre-
sented most clearly and decisively in avarice and greed, those pathological
deformations of the interest in money which increasingly tend to draw in
the other cases of the same type. Money that has become an ultimate purpose
does not tolerate the co-ordinated definite values even of those goods that
are of a non-economic nature. Money is not content with being just another
final purpose of life alongside wisdom and art, personal significance and
strength, beauty and love; but in so far as money does adopt this position it
gains the power to reduce the other purposes to the level of means. This
reorganization is all the more valid for actual economic goods. To insist on
keeping them as if they were incomparable values must appear stupid as
long as one can get them back for money at any time, and above all as long
as the precise expressibility of their monetary value has robbed them of
their existing individual significance and their significance outside the
purely indifferent economy. The abstract character of money, its remoteness
from any specific enjoyment in and for itself, supports an objective delight
in money, in the awareness of a value that extends far beyond all individual
and personal enjoyment of its benefits. If money is no longer a purpose, in
the sense in which any other tool has a purpose in terms of its useful appli-
cation, but is rather a final purpose to those greedy for money, then it is
furthermore not even a final purpose in the sense of an enjoyment. Instead,
for the miser, money is kept outside of this personal sphere which is taboo
to him. To him, money is an object of timid respect. The miser loves money
as one loves a highly admired person who makes us happy simply by his
existence and by our knowing him and being with him, without our rela-
tion to him as an individual taking the form of concrete enjoyment. In so far
as, from the outset, the miser consciously forgoes the use of money as a
means towards any specific enjoyment, he places money at an unbridgeable
distance from his subjectivity, a distance that he nevertheless constantly
attempts to overcome through the awareness of his ownership.

Where the character of money as a means makes its appearance as the
abstract form of enjoyment which, none the less, is not enjoyed, the individ-
ual’s appreciation of ownership — to the extent that it is preserved intact — has
a touch of objectivity about it. It couches itself in the subtle fascination of
resignation which attends all objective final purposes and which unites the
positive and negative aspects of enjoyment in a unique and inexpressibly
unified fashion. In avarice both moments achieve their most extreme opposi-
tion to one another because money, as the absolute means, provides unlimited
possibilities for enjoyment, while at the same time, as the absolute means, it
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leaves enjoyment as yet completely untouched during the stage of its unused
ownership. In this respect the significance of money coincides with that of
power; money, like power, is a mere potentiality which stores up a merely
subjectively anticipatable future in the form of an objectively existing present.
The notion of ‘possibility” actually contains two aspects which are usually not
sufficiently distinguished from one another. If one asserts that one ‘can’ do
something, then this means not only the mental anticipation of a future event,
but an already existent state of energy, physical and psychic co-ordinations,
definite locations of existing elements; whoever ‘can’ play the piano, even if
he does not do so, is different from someone who is unable to do so, not only
in a future moment, but even at the present moment on account of the specific
present state of his nerves and muscles. Secondly, this state of ability, which in
itself contains nothing of the future, leads to the realization of what can be
done only by meeting with further conditions whose occurrence we are
unable to predict. This moment of uncertainty and that sense or knowledge of
a certain strength or state make up the elements of what can be done, in a
mixture of very diverse quantities. It commences, for example, with: ‘T can
play the piano’ — where the moment of reality is paramount and the uncer-
tainty of the other required conditions is at a minimum; it extends to: ‘the
next throw can be all the nines’ — where the given and known conditions are,
at the moment, in a minority in relation to the completely uncertain factors
required for any success. Money represents, in a unique combination, the
crystallization and embodiment of these two elements of capability. What
one really possesses of this capability at the precise moment of possession is
nothing. The decisive factor that ensures valuable results is completely extra-
neous to money. Yet the degree of certainty that it will materialize at the right
moment is extremely high. Whereas, as a rule, the measure of reliability and
unambiguousness contained in capabilities is determined by what actually
exists at the present time, what will happen in the future is uncertain. With
regard to money, however, this latter uncertainty has completely disappeared,
whereas the actual possession in the present is, as such, of no account. The
specific sense of capability is thereby sharply intensified: it is really nothing
but capability, in the sense of chances for the future, which gives significance
to what we presently own; but it is real capability in the sense of absolute
certainty about the realization of such a future.

The certainty of satisfaction is further enhanced by the particular rela-
tionship between wish and fulfilment which money assumes in contrast to
other objects of our interest. The subjective consequences of a fulfilled wish
are not always the exact complement of the state of deprivation that origi-
nally brought about the wish. The desire for an object is not like a hole that
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is filled by the possession so that everything remains as it was before
the wish. This is the way Schopenhauer presents it, since to him every satis-
faction is only something negative, the elimination of a painful condition
of deprivation. But if one accepts that satisfaction is something positive,
then our wish fulfilment is not only the elimination of a negative state by a
corresponding positive one, enhanced by a feeling of happiness; rather, the
relation of the wish to its fulfilment is an infinitely diverse one, because the
wish almost never allows for all aspects of the object and its effect upon us.
Reality almost never corresponds to the wish as a category of possibility
of wanting to possess. The trivial wisdom that the possession of something
we wanted usually disappoints us is, for better or worse, correct and we
become conscious of this otherness in possession only as a fact unaccompa-
nied by any feelings. However, money takes on an exceptional position in
this respect. On the one hand, it pushes to its limit any incommensurability
between the wish and its object. Any endeavour that has been focused on
money only finds in it something completely indeterminate, something that
cannot satisfy a reasonable demand and to which we have no specific rela-
tion because it has no substance. If our wish does not extend beyond money
towards a concrete goal, then a deadly disappointment must follow. Such a
disappointment will always be experienced where monetary wealth, which
has been passionately desired and considered an unquestionable happiness,
reveals what it really is after it has been acquired: money is merely a means,
whose elevation to an ultimate purpose cannot survive after it has been
acquired. Whereas here the greatest discrepancy between wish and fulfil-
ment exists, the exact reverse takes place if the psychological character of
money as a final purpose has become permanently solidified and greed, too,
has become a chronic condition. In this case, where the desired object is
supposed to grant nothing but its possession, and where this limitation of
desire is not only a passing self-deception, every disappointment is dropped.
All objects that we want to possess are expected to achieve something for us
once we own them. The often tragic, often humorous incommensurability
between wish and fulfilment is due to the inadequate anticipation of this
achievement of which I have just spoken. But money is not expected to
achieve anything for the greedy person over and above its mere ownership.
We know more about money than about any other object because there
is nothing to be known about money and so it cannot hide anything from
us. It is a thing absolutely lacking in qualities and therefore cannot, as can
even the most pitiful object, conceal within itself any surprises or disap-
pointments. Whoever really and definitely only wants money is absolutely
safe from such experiences. The general human weakness to rate what is
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longed for differently compared with what is attained reaches its apogee
in greed for money because such greed only fulfils consciousness of purpose
in an illusory and untenable fashion; on the other hand, this weakness
is completely removed as soon as the will is really completely satisfied by
the ownership of money. If we desire to arrange human destiny according
to the scheme of relationship between the wish and its object, then we must
concede that, in terms of the final point in the sequence of purposes,
money is the most inadequate but also the most adequate object of our
endeavours.

The powerful character of money, to which I again return, appears at its
most noticeable, at the least at its most uncanny, wherever the money
economy is not yet completely established and accepted, and where money
displays its compelling power in relations that are structurally antagonistic.
The reason why money seems to have reached the pinnacle of its power at
the highest stage of culture is due to the fact that innumerable, formerly
unknown objects are now at its disposal; but from the very outset they are
concerned with being obedient to money. There is nothing of that friction
that the whole type and mode of evaluation of more natural conditions
opposes to the alien nature of money and whose elimination the conscious-
ness of power must particularly be concerned with. Since money is the value
of values, an expert of Indian life terms the Indian village banker, the money-
lender, ‘the man of all men in the village’” — his Indian name means ‘the great
man’. It has been emphasized that, when larger amounts of capital were first
amassed during the thirteenth century, capital became a means of power
which was as yet unknown to the mass of the people. Thus, to this effect
was added the psychological compensation of the unprecedented and the
supra-empirical. Quite apart from the fact that the Church and the people
considered money transactions completely objectionable — even a patrician
from Cologne in the thirteenth century confessed to support the clerical
principle, mercator sine peccamine vix esse potest — the utilization of such a
mysterious and dangerous power as capital necessarily appeared as immoral,
as criminal misuse. Just as so often the mistaken prejudices promote their
justification, so the descendants of the trading aristocracy of that period
indulged in a ruthless misuse of their power, whose form and extent was
possible only because of the novelty of monetary capital and the freshness
of its impact on relationships that were differently organized. Thus it
was that the masses — from the Middle Ages right up to the nineteenth
century — thought that there was something wrong with the origin of great
fortunes and that their owners were rather sinister personalities. Tales of
horror spread about the origin of the Grinaldi, the Medici and the Rothschild
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fortunes, not only in the sense of moral duplicity but in a superstitious way
as if a demonic spirit was at work.

In so far as the contradictory types of capacities embodied in money lend
it a sublimated sense of power before it is spent — the ‘fruitful moment’ has,
as it were, come to a halt — avarice is one form of the will to power that is
not transformed in its exercise and its enjoyment, thereby illuminating the
character of money as an absolute means. This is an important factor in
explaining the avarice of old age. Such a tendency certainly may be expe-
dient as provision for the next generation — although this motive is usually
not in the mind of the miser, since the older he gets the less he is willing to
part with his treasures. Subjectively, what is basic in old age is that, on the
one hand, the sensual enjoyment of life has lost its charm, and on the other
the ideals lose their agitating power through disenchantment and lack of
nerve; thus there remains, as the last goal of the will and of life, only the
power that manifests itself partly in the inclination of old people to tyran-
nize and in a mania for ‘influence’ on the part of elderly people in high
positions. In part, however, this results in avarice because the same abstract
‘power’ seems to be embodied in the possession of money. I consider it a
mistake to envisage every miser as being busy with the anticipation of all
available enjoyments, all the attractive possible uses of money. Rather, the
purest form of avarice is that in which the will does not really go beyond
money; nor is money treated as a means for something else, not even in the
imagination. On the contrary, the power that money-stored-up represents is
experienced as the final and absolutely satistying value. For the miser, all
other goods lie at the periphery of existence and from each of them a
straight road leads to the centre, to money. The whole specific sense of
enjoyment and power would be misinterpreted if one were to reverse this
direction and wished to lead it back again from the terminal point to the
periphery. For the power of the centre would be lost as power if it were to
be transposed into the enjoyment of specific things. Our essential nature is
based on the duality of dominating and serving, and we develop relations
and forms that do justice to both these complementary drives in a variety of
combinations. In contrast to the power that money confers, the lack of
dignity in avarice is well expressed by a poet of the fifteenth century who
stated that whoever serves money is ‘his slave’s slave’. Actually avarice is the
most sublimated, one could almost say caricatured, form of inner subju-
gated existence in that it makes us a servant of an indifferent means as if it
were the highest purpose. Yet on the other hand, avarice is supported by the
most sublimated feeling of power. Here too, money displays its fundamental
nature, namely, to permit an equable decisiveness and purest presentation of
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our antagonistic endeavours. In money, the mind has created a form of the
greatest scope which, operating as pure energy, increasingly separates the
poles of the mind, the more unified it represents itself — that is, as mere
money, which rejects every specific determinateness.

Itis very characteristic of the mastery that money attained over the general
way of thinking that we are accustomed to designating a series of phenomena
as avarice — in the sense of greed for money — which in reality are its exact
opposite. Such phenomena are manifested in people who use a burned-out
match again, who carefully tear off empty letter pages, who don’t throw
away a piece of string and who spend a lot of time in searching for every
lost pin. We call these people ‘avaricious’ because we have grown accus-
tomed to considering the money price of things quite naturally as their
value. Actually, however, they do not think of the money value of these
objects; rather, the strength of their feeling is applied to the practical value
of things, which is not at all proportionately reflected in their money value.
In many cases, it is not the fraction of a penny that the thrifty person is
concerned to save; often they have no consideration for the money by which
the object itself could be easily replaced, but instead merely value the object
itself. In this category belong peculiar, but not altogether rare, people who
give away a hundred marks without hesitation, but give away a sheet of
paper from their writing desk, or something similar, only with true self-
conquest. We encounter here the exact opposite of avarice: to the avaricious
person the objects are of no concern — except to the extent that they repre-
sent money value — because money has robbed them of their character
as ultimate purposes, whereas the behaviour of these other people would
be totally senseless if it were determined by the money value of things. Yet
it can also become unreasonable again by leaving money value completely
out of account. Because of the purpose, these people forget the means that
would make the purpose attainable, whereas the means make the avari-
cious person forget the purpose that alone gives significance to the means.
Furthermore, there are those phenomena that — although they coincide in
their outer form with practical thriftiness — help to clarify further the tele-
ological character of money by the inner divergence from thriftiness. Many
‘thrifty’ people think it proper that everything that is paid for is also
consumed, and even then not only if another necessary expenditure were to
be saved, but also in relation to luxury goods which, in the meantime, have
proved to be unenjoyable. The purpose has once more not been attained, but
in order to make up for the failure another sacrifice is made. This kind of
behaviour is illustrated by the German proverb, ‘Lieber den Magen verrenkt als dem
Wirt einen Kreuzer geschenkt’ (‘Better to strain your stomach than tip the host’).
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Such behaviour, which is taken seriously by many people, is caricatured in
the thrifty mother who was teased by her children that she would take the
remains of unused medicine after illness in the family because she did not
wish to waste it. In this case, consumption of the object is indifferent or
worse than indifferent; the motive for such action cannot be not letting the
object be wasted, for it has gone to waste since the need for it, and therefore
its significance for the subject, has passed. Actually the object consumed is
not the same as the intended object, but another which lacks the quality of
motivation. The only possible motive for consuming it is at least to find an
equivalent for the expenditure. Money has thus arrived at its next purpose;
and with it a feeling of satisfaction and a peak in the teleological sequence
is reached, aside from the failure of its subjective final purpose as a thing for
itself which does not diminish that satisfaction. This trivial and basically
uninteresting phenomenon reveals a very peculiar teleological constellation
of money value. Although it is usually not in evidence in valuable objects
and therefore appears to be bourgeois and insignificant, it is perhaps the
most extreme expression of the role of money as an intermediary over-
growing the real final purpose. Not only is the genuine sense of econo-
mizing eliminated here as it is in avarice, but also the attraction of power
and of the possibilities that enrich the idle possession of money are elimi-
nated. The object, which has lost whatever might have been the meaning
and purpose of its consumption, is consumed under conditions of discom-
fort and harmfulness merely because the money spent has bestowed an
absolute value upon it. Not only is the purposive process arrested here by
money but, in addition, it becomes retrogressive and perverse in so far as
the valuation, which is purposive in itself, is realized by a procedure directly
lacking in purpose.

Extravagance

By means of two negative instances, I now want to explore the extent to
which money takes on the character of an independent interest beyond its
role as a mere intermediary. Extravagance is more closely related to avarice
than the opposition of these two phenomena would seem to indicate. It must
be noted here that where the primitive economy exists the thrifty conserva-
tion of values is incompatible with their nature, with the very limited transfer-
ability of agricultural products. One rarely finds a genuine avaricious hoarding
of products if they cannot easily or self-evidently be turned into unlimitedly
transferable money; wherever agricultural products are immediately produced
and consumed, a certain generosity often prevails, particularly in relation to
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guests or to the needy — a generosity that is probably less marked in a money
economy since money can be more easily stored up. Peter the Martyr thus
praised the sacks of cocoa that served as money to the ancient Mexicans,
because they could not be secretly preserved and hoarded for long periods
and therefore prohibited an avaricious attitude. Similarly, natural conditions
limit the possibility and the attractiveness of extravagance. Aside from sense-
less destruction, the limit to lavish consumption and frivolous waste in a
group lies in the capacity of its members and strangers for consumption. But
the main point is that monetary extravagance possesses an altogether different
meaning and a completely new aura when compared with extravagance with
regard to concrete objects: the latter implies that its value for the rational
sequence of purposes of the individual is simply destroyed, whereas the
former implies that value is, in an inexpedient way, transposed into other
values. The only type of squanderer in the money economy who is significant
for the philosophy of money is not a person who senselessly gives away
money in natura, but rather one who uses it for nonsensical purchases that are
unsuited to his circumstances. The pleasure associated with squandering is
attached to the moment of spending money upon any object whatsoever, and
has to be distinguished from the pleasure provided by the fleeting enjoyment
of objects, from the snobbery to which it is related, from the stimulating
change between acquisition and use of objects; rather it relates to the pure
function of squandering without regard for its substantial content and
attendant circumstances. For the spendthrift, the attraction of the moment of
squandering surpasses both the proper appreciation of money as well as of the
objects. This specifically highlights the position of the spendthrift in relation
to the sequence of purposes. If the final point of the sequence is enjoyment
through the ownership of the object, then the first basic intermediate stage is
the possession of money, the second is the expenditure of money upon the
object. For the miser, the first stage becomes an enjoyable end in itself, for the
spendthrift the second stage is the enjoyable one. To the spendthrift money is
as important as it is to the miser, though not in the form of owning it but in
squandering it. The spendthrift’s sense of value depends on the moment of
transposition of money into other forms of value, to such an extent that he is
willing to pay for the enjoyment of this moment at the price of squandering
all more concrete values.

It is therefore very noticeable that the indifference towards money
value, which constitutes the essence and attraction of extravagance, presup-
poses this value as something experienced and appreciated. For, obviously,
throwing away what is indifferent would itself be completely indifferent.
The following case is typical of the wild extravagances of the ancien régime.
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When Prince Conti sent a diamond valued at 4,000—5,000 francs to a lady
and it was returned to him, he ordered it to be crushed so that he might use
it as writing sand for the letter he wrote to her in reply. Taine adds to this
story the following remark about the conventions of that period: ‘On est
d’autant plus un homme du monde que I’on est moins un homme d’ argent’ (“The less one
cares about money, the more a man of the world one is"). However, this
implied a degree of self-deception, for the conscious and emphatic negative
attitude towards money is based — as in a dialectical process — on its oppo-
site, which alone can give it significance and attraction. The same is true of
certain shops in big cities which, in contrast to those that attract customers
by cheap prices, stress with ostentatious self-indulgence that they have the
highest prices. They thereby appeal to the finest circles of society who do
not ask about prices. What is remarkable about this is that they do not
emphasize the main point — the object itself — but rather its negative corre-
late, that the price is not important; and thereby they unconsciously place
money in the foreground of interest again, even though in a negative
manner. Because of its close relationship to money, extravagance very easily
gains an immense increase in momentum and robs those who are subject to
it of all reasonable standards, since the regulation that is given through the
measure of receptivity of concrete objects is lacking.

Precisely the same extravagance characterizes the avaricious greed for
money: instead of seeking out the enjoyment of real entities, it searches for
the intangible, which extends to the infinite and has no external or internal
reasons for its restriction. Wherever external positive fixations and barriers are
absent, greediness discharges itself quite formlessly and with a growing inten-
sity. This is the reason for the particular relentlessness and embitteredness
of inheritance disputes. Because the individual’s claim is not determined by
work or by a concretely grounded measure, neither party is inclined a priori to
acknowledge the claim of the other. There are thus no inhibitions to restrain
the claim and any interference with it is felt to be a completely groundless
injustice. The lack of inner relationship between the wish and any measure of
its object, which in this case derives from the personal structure of inherit-
ance relations, derives, as far as greed is concerned, from the structure of the
object.

A revolt against new coinage in Brunswick in 1499 highlights the lack of
principles that increases with greed and prevents the reduction of the claims.
The authorities thought that, in the future, base money should be replaced
by good coinage. And yet the same people who wanted good coinage for
their products and as their wages revolted because others refused to accept
their payments in base coinage! The frequent coexistence of good and base
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coinage provides the greatest possibilities for the inner excess of money
mania — compared with which, other intense passions always seem to be
psychologically based. We know that even in China revolutions occurred
because the government paid in base coinage but requested taxes to be paid
in good coinage. I assume, purely hypothetically, that this lack of modera-
tion that is part of mere money interest itself is also the hidden root of a
peculiar phenomenon found at the stock exchange, namely that the small
grain speculators, the outsiders, almost without exception speculate for a
rise in market prices. It seems to me that the logically correct but, in prac-
tice, irrelevant fact that gains in bear operations are limited, whereas in bull
operations they are not, is the psychological motivation for such behaviour.
Whereas the major grain speculators who actually have to deliver the object
calculate the chances of both sides of the market, mere money speculation
as is found in speculation in futures is interested in speculating in the one
direction, which is potentially infinite. This tendency, which constitutes the
internal form of the movement of financial interest, is even better repre-
sented by the following. In the period 1830-80, German agriculture
produced steadily increasing annual returns, which gave rise to the idea
that this was an infinite process; therefore, estates were not bought for a
price that corresponded to their current value, but to the expected future
profit — this is the reason for the present distressed condition of agriculture.
It is the money form of profit which distorts the notion of value. Wherever
profit appears only in terms of ‘use-value’ and where only its immediate
concrete quantity is taken into account, then the idea of its growth is
confined to sober limits, whereas the possibility and anticipation of money
value grows infinitely. This is the basis for the essence of greed and squan-
dering, since they both reject in principle the measurement of value that
alone can secure a limit and a boundary to the sequence of purposes, namely
by the final enjoyment of objects. The genuine spendthrift should not be
mistaken for an Epicurean or somebody who is merely frivolous, although
all these elements are mixed up in the individual representative. The
spendthrift is indifferent towards the object once he possesses it; his enjoy-
ment is doomed never to find repose and permanency; the moment of his
possession of an object coincides with the negation of its enjoyment. In this
respect, life has the same demonic form as for the avaricious: every goal
attained arouses a thirst for more which can never be satisfied, for this
whole tendency searches for satisfaction, as it flows out of an ultimate
purpose, within a category that denies any purpose from the outset and
limits itself to the means and to the penultimate moment. The miserly
person is the more abstract of the two. His consciousness of purpose halts at
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an even greater distance from the final purpose, whereas the spendthrift
comes closer to the objects since his movement towards a rational goal stops
at a later stage in order to annex it, as if it were the final goal itself. On the
one hand, this formal identity of the complete opposition of visible results,
and, on the other the lack of a regulating concrete purpose which, with
reference to the equal senselessness of both tendencies, suggests an uncer-
tain interplay between them, explains the fact that avarice and extravagance
are therefore often to be found in the same person, be it in their distribution
over different spheres of interests or in connection with changing moods.
Contraction and expansion of these moods is expressed in avarice and
squandering as if, each time, the impulse were the same and merely its
valency differed.

The dual significance of money for our will is the result of the synthesis
of two tasks performed by money. The more pressing and general the need
for food and clothing, the more is the desire for them limited by nature;
there may be sufficient quantities, particularly of what are necessities, which
originally therefore are the most intensely desired. In contrast with our
natural needs, the demand for luxury goods is unlimited. The supply of
luxuries will never exceed the demand for them. For example, precious
metals, in so far as they are the materials for jewelry, have an unlimited
number of uses. This is the result of their basic superfluousness. The closer
values stand to our basic life and the more they are conditions of bare
survival the stronger, but also the more limited as to quantity, is the direct
demand and the more likely it is that the point of satiety is reached at an
earlier stage. On the other hand, the more removed values are from primary
needs, the less is their demand measured in terms of a natural need and the
more they continue to exist relatively unchanged with regard to their avail-
able quantity. The scale of our needs moves between these two poles: either
it is one of immediate intensity but then certainly limited by nature, or else
it is the need for luxuries, in which case the lack of necessity is replaced by
unlimited possibilities for their expansion. Whereas most cultural goods
exhibit a certain mixture of these extremes, such that the approximation to
the one corresponds to a growing distance from the other, money combines
the maximum of both. Because it serves to satisfy the most indispensable as
well as most dispensable needs of life, it associates the intense urgency or
desire with its extensive unlimitedness. Money carries within itself the
structure of the need for luxuries, in that it rejects any limitation upon
desire for it — which would be possible only through the relation of definite
quantities to our capacity to consume. Yet money, unlike a precious metal
used for jewelry, does not need to balance the unlimited desire for it by a
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growing distance from direct needs, because it has become the correlate of
the most basic needs of life as well. This remarkable dual character of money
with reference to desire for it is presented in a detached form by avarice and
extravagance, since in both instances money has dissolved into pure desire
for it. Both exhibit the negative side of what we have also observed as a posi-
tive side to money, namely that money enlarges the diameter of the circle in
which our antagonistic psychic drives flourish. What avarice exhibits, as it
were, in material paralysis, extravagance reveals in the form of fluidity and
expansion.

Ascetic poverty

On another level than extravagance and in contrast to greed and avarice,
there exists a second negative phenomenon — poverty as a positive value,
poverty in itself as a satisfying purpose of life. The growth of one link of the
sequence of purposes to absolute importance has been transplanted in a
direction completely different to avarice and greed. Whereas they come to a
halt with the conversion of means to final ends, poverty persists regardless
of the absence of means or moves into the section that lies behind the final
purpose inasmuch as it is the result of the terminated sequence of purposes.
Poverty, like avarice and greed, appears in its purest and specific form only
at a certain stage of the money economy. In natural conditions which are not
yet regulated by a money economy, and as long as agricultural products do
not circulate merely as commodities, that is as money values, the total desti-
tution of an individual is less common. Even in recent times, Russia prided
herself on there being no personal poverty in those areas less affected by a
money economy. As a general phenomenon, this may be attributed not only
to the easier availability of what is absolutely necessary without having to
depend upon money, but also to the fact that humane and sympathetic feel-
ings towards poverty are more easily aroused in these circumstances than
where what the poor lack and what one can help them with is not what is
most immediately necessary to them. In purely monetary relationships,
sympathetic feelings have to make a detour before they reach the point of
their genuine interest. They often flag during this detour. For this reason,
practically helpful and charitable people prefer to come to the aid of the
poor with food and clothing rather than with money. If poverty emerges as
a moral ideal, then correspondingly the possession of money is detested as
the most dangerous temptation, as the primary evil.

Whenever the salvation of the soul is conceived as the final purpose,
poverty is at the same time interpreted in many doctrines as a positive and
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indispensable means which rises above this position to the dignity of a
value that is important and valid in itself. This may happen at different stages
in the sequence of purposes and for different reasons. In the first place, the
mere indifference towards all worldly enjoyments and interests may lead to
it. This burden is removed from the aspiring soul as from itself without
requiring a will which is specifically directed towards it. The first Christians
may frequently have behaved in this way, that is, not directly antagonistic
and aggressive towards tangible goods, but simply lacking any relation to
them, just as to things that we cannot perceive because we lack the neces-
sary organ. Therefore, the sporadic communism of early Christianity is
fundamentally opposed to the attempts at modern communism since the
former originates from indifference towards worldly goods, the latter
from the greatest evaluation of them. A mixture of both occurred in the
intervening period: the socialist-revolutionary movements at the end of
the Middle Ages certainly struggled against poverty, but they were in part
supported by ascetic movements with their ideal of complete frugality.
However, at least with regard to money, ascetism has to abandon its mere
dismissal of material interest and to acquire more positive and resolute
forms, since one continually confronts it on the road to the most indispen-
sable and since its acquisition requires more attentiveness and activity of the
will than the resultant concern with subsistence. Whoever wished to be so
indifferent to this interest that, like the Father of the Church who ate axle
grease for butter without noticing it, can none the less, if he wants to exist
at all in a period of money transactions, not permit the smallest amount
of his consciousness to be distracted in this manner for its acquisition.
Therefore, where in principle only indifference to everything external
predominates, this, in contrast with money, will easily transform itself into
real hatred. Second, the tempting character of money has an even more
distinctive effect upon it. Because it is ready to be used at any moment, it is
the worst snare of a moment of weakness, and since it serves all activities, it
offers the soul its most tempting aspect at that time. All this is of even greater
danger since money, as long as it really exists merely as money in our hands,
is the most indifferent and innocent thing in the world. But for ascetic
modes of sensibility it becomes the real symbol of the devil who seduces us
under the mask of innocence and simplicity, so that the only safeguard
against both the devil and money is to keep them at a distance and reject any
relation to them, no matter how innocent it may appear to be.

This attitude found its general expression in the earliest Buddhist commu-
nities. The monk who joins the community surrenders his possessions as well
as his family relations and his wife and he is not allowed — with occasional
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exceptions — to own anything but the little things of daily use, and even these
only if they accrue to him as alms. The fundamental importance of this regula-
tion is indicated by the name the monks chose to call themselves: the commu-
nity of beggars. In as far as they begged for what they needed daily — though
not even by asking for alms but by quietly expecting them none the less —
attachment to any property was completely impossible. Just as certain Arab
nomadic tribes were prohibited by law from sowing grain, from building a
house, or similar things in order to avoid disloyalty to the tribal tradition by
becoming settled, so the Buddhist monks accepted the same rules by a change
of spirit. The monks, who liken themselves to the birds who do not carry
anything with them but their wings wherever they fly, are not allowed to
accept arable land, cattle or slaves as a present. But this prohibition is most
severe with regard to gold and silver. The benefactor who has intended to give
money to the monks cannot do so and has to give it to an artisan or trader
instead, who thereupon hands over to the monks the value of the money in
kind. If a monk does accept gold or silver he has to do penance before the
community and the money is given to a friendly layman to purchase basic
necessities since the monk himself is not allowed to provide them. If no
layman is in the neighbourhood, then the money is given to the monk to be
thrown away, and even then only to a monk who is ‘free of desire, free of
hatred and free of delusion” and who can be relied upon to throw it away.
Here, money has become an object of fear and horror — although with the
peculiar anaemic faintness of these benumbed souls — and poverty has become
a jealously guarded possession, a precious part of the inventory of value in an
existence estranged from the diversity and the interests of the world. Money
represented the unified value, the rejection of which meant the rejection of
the diversity of the world.

The inner formation that culminated in the elevation of poverty to an
absolute value is represented most distinctly, and with unique passion, by
the early Franciscan friars. Their order is not only a reaction against the
intolerable secularization of the Italian Church in the twelfth and thirteenth
centuries, which found its most articulate expression in simony — every-
thing was attuned to money and available for money, from the election of
the pope to the appointment of the most wretched country parson, from
the spectacular establishment of a monastery to the enunciation of the
formula by which the Florentine priests expiated and restored the wine in
which mice had been drowned. The reform movement, which had never
completely disappeared since the fifth century, had already proclaimed
poverty as the ideal demand for the clergy because it would cut off both the
root and the crown of the secularization of the Church. But it was the
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Franciscans who first made poverty an autonomous value and a correlate of
the deepest innermost needs. An expert on the earliest period of the order
states: ‘The gente poverella found security, love, and freedom in poverty. It is no
wonder then that all the thoughts and endeavours of the new apostles
focused solely on the preservation of this precious treasure. Their glorifica-
tion of poverty was boundless; every day they wooed anew their beloved
with the full fervour of nuptual passion.” Poverty thus became a positive
possession, which on the one hand mediated the acquisition of the supreme
goods while on the other performed the same service as money does for
worldly and contemptible goods. Like money, poverty was the reservoir
which the practical series of values led to and from which they were nour-
ished again. On the other hand, poverty was already quite clearly one side
or expression of the fact that, in a higher and supreme sense, the world
belongs to he who renounces, even though he does not really renounce;
rather, in poverty he possesses the purest and finest extract of things, just as
money possesses the same for the avaricious. Just as the Buddhist monks
said, “We who do not own anything live in an ecstasy of happiness; joyful-
ness is our nourishment as it is for the celestial Gods’, so the Franciscans
were characterized as nihil habentes, omnia possidentes. Poverty has here lost its
ascetic essence. The values of the soul, for which poverty is the negative
condition, have come directly to them; the renunciation of the means,
which is usually the full representative of their final purposes, of the world,
is similarly elevated to a final value. The tremendous and wide-reaching
power of the process by which money is elevated from its intermediary
position to absolute importance is best illuminated by the fact that the
negation of its meaning is elevated to the identical form.

Cynicism

I want to close the circle of phenomena that illustrate and clarify the nature
of money by two processes that are almost endemic to the heights of a
money culture — cynicism and a blasé attitude — both of which are the
results of the reduction of the concrete values of life to the mediating value
of money. They are, so to speak, the reverse of avarice and greed in that,
whereas this reduction manifests itself in them in the growth of a new ulti-
mate value, in the case of cynicism and the blasé attitude it is manifested in
the disparagement of all old values. The negativity of the ideological
sequence, which money had already brought about in extravagance and the
desire for poverty, is now completed by seizing upon not only the particu-
larity of values, which are merely crystallized in money, but upon the
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existence of values as such. Although the attitude that we today term cyni-
cism has nothing to do with the Greek philosophy from which the term
originates, there exists none the less, one might say, a perverse relationship
between the two. The cynicism of antiquity had a very definite ideal in life,
namely positive strength of mind and moral freedom of the individual. This
was such an absolute value for cynicism that all the differences between
otherwise accepted values paled into insignificance. Whether a person is a
master or slave, whether he satisfies his needs in an aesthetic or unaesthetic
manner, whether he has a native country or not, whether he fulfils his family
obligations or not — all this is completely irrelevant for the wise person, not
only in comparison with any absolute value, but also in that this indiffer-
ence is revealed in their existence. In the attitude which we nowadays char-
acterize as cynical, it seems to me decisive that here too no higher differences
in values exist and that, in general, the only significance of what is highly
valued consists in its being degraded to the lowest level, but that the positive
and ideal moral purpose of this levelling has disappeared. What was a means,
or a secondary result, for those paradoxical adherents to Socratic wisdom is
not central and in the process has completely altered its meaning. The nature
of the cynic — in the contemporary sense — is most clearly demonstrated in
contrast with that of the sanguine enthusiast. Whereas the curve of evalua-
tion of the enthusiast moves upwards and lower values strive to be raised to
the importance of higher values, the evaluation curve of the cynic moves in
the opposite direction. His awareness of life is adequately expressed only
when he has theoretically and practically exemplified the baseness of the
highest values and the illusion of any differences in values. This mood can
be most effectively supported by money’s capacity to reduce the highest
as well as the lowest values equally to one value form and thereby to place
them on the same level, regardless of their diverse kinds and amounts.
Nowhere else does the cynic find so triumphant a justification as here,
where the finest, most ideal and most personal goods are available not only
for anyone who has the necessary money, but even, more significantly,
where these goods are denied to the most worthy if he lacks the necessary
means, and where the movements of money bring about the most absurd
combinations of personal and objective values. The nurseries of cynicism are
therefore those places with huge turnovers, exemplified in stock exchange
dealings, where money is available in huge quantities and changes owners
easily. The more money becomes the sole centre of interest, the more one
discovers that honour and conviction, talent and virtue, beauty and salvation
of the soul are exchanged against money and so the more a mocking and
frivolous attitude will develop in relation to these higher values that are for
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sale for the same kind of value as groceries, and that also command a ‘market
price’. The concept of a market price for values which, according to their
nature, reject any evaluation except in terms of their own categories and
ideals is the perfect objectification of what cynicism presents in the form of
a subjective reflex.

The blasé attitude

The other meaning of levelling, which refers to the differences in the
nature of things rather than to their different evaluation — inasmuch as the
central position of money focuses interest on what things have in common
rather than on their particular level of development — finds its personal
expression in the blasé attitude. Whereas the cynic is still moved to a reac-
tion by the sphere of value, even if in the perverse sense that he considers
the downward movement of values part of the attraction of life, the blasé
person — although the concept of such a person is rarely fully realized —
has completely lost the feeling for value differences. He experiences all
things as being of an equally dull and grey hue, as not worth getting excited
about, particularly where the will is concerned. The decisive moment
here — and one that is denied to the blasé — is not the devaluation of things
as such, but indifference to their specific qualities from which the whole
liveliness of feeling and volition originates. Whoever has become possessed
by the fact that the same amount of money can procure all the possibili-
ties that life has to offer must also become blasé. As a rule, the blasé
attitude is rightly attributed to satiated enjoyment because too strong a
stimulus destroys the nervous ability to respond to it. Yet this does not yet
close the circle of phenomena associated with the blasé attitude. The attrac-
tion of things is not the only cause of practical activity intent on gaining
them; on the contrary, the kind and amount of practically necessary endeav-
ours to acquire them often determines the depth and liveliness of their
attraction for us. All individual particular strivings, all the tortuous turns
on the way and all specific demands that the acquisition of the object
imposes upon us — all are transferred to the object itself as particular quali-
ties of its nature and its relation to us, and all are invested in the object as
its fascination. In the opposite instance, the more the acquisition is carried
out in a mechanical and indifferent way, the more the object appears to be
colourless and without interest, just as everywhere it is the case that not
only does the goal determine the way, but also the way determines the
goal. Therefore their acquisition by money, which equalizes procurement
and does not reserve specific methods for any object, makes the objects
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necessarily more indifferent. This is all the more the case where more
and more objects are encompassed by wealth and their value differences are
actually reduced. As long as we are not yet in a position to buy things, they
affect us with their particular distinctive charms. Yet as soon as we easily
acquire them with our money, those charms fade away, not only because
we now own and enjoy them, but also because we acquired them by an
indifferent method which effaces their specific value. This influence is, of
course, almost unnoticeable in individual cases. But in the relationship of
the wealthy person to the objects acquired by money, indeed, even in the
total colouring which the public mind now attributes to these objects, this
influence has grown considerably. Thus, cynicism and the blasé attitude
are the answers to two different, sometimes to some extent mixed, natural
dispositions to the same state of affairs. For the cynical disposition, the
experience of how much can be obtained for money and the inductive
conclusion that finally everything and everybody is purchasable excites a
definite pleasurable sensation, whereas the same picture of reality viewed
from a blasé attitude destroys all possibilities of being attractive. While,
as a rule, the cynic does not wish to change his inner condition, the
reverse is often the case for the blasé person: his membership of the human
species demands the attractions of life that his individual condition makes
intangible for him. Out of this there emerges the craving today for excite-
ment, for extreme impressions, for the greatest speed in its change —
it is one of the typical attempts to meet the dangers or sufferings in a
situation by the quantitative exaggeration of its content. The satisfaction of
such cravings may bring about a temporary relief, but soon the former
condition will be re-established, though now made worse by the increased
quantity of its elements. What is more important is that the modern prefer-
ence for ‘stimulation’ as such in impressions, relations and information —
without thinking it important for us to find out why these stimulate
us — also reveals the characteristic entanglement with means: one is satisfied
with this preliminary stage of the genuine production values. The search
for mere stimuli in themselves is the consequence of the increasing blasé
attitude through which natural excitement increasingly disappears. This
search for stimuli originates in the money economy with the fading
of all specific values into a mere mediating value. We have here one of those
interesting cases in which the disease determines its own form of the
cure. A money culture signifies such an enslavement of life in its means,
that release from its weariness is also evidently sought in a mere
means which conceals its final significance — in the fact of ‘stimulation’
as such.
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I have mentioned before that greed and avarice, although they appear in
most cases in unison, must none the less be precisely distinguished both
conceptually as well as psychologically. There are, in fact, phenomena that
illustrate them separately. The speed on the route towards money is often
completely independent of the speed on the route away from money, not
only with reference to greed and avarice in the narrow sense, but already on
those levels on which the inner movements have not yet overstepped the
boundary of the normal. This is largely brought about by that illegitimate
elevation of money in the series of ends which, because it contains no
objective standards, often changes the significance of the series, so that
money, as long as it can still be gained, arouses different value sentiments
than when it is considered for the purpose of spending upon further objects.
The discrepancy between value sentiment and money on the path towards
money declines once it has been obtained. This discrepancy is also expressed
by the observation that, as consumers, most people do not economize as
carefully as they do in business. Perhaps a regulation in ancient Jewish law
has its origin in this experience that we are more strict, more exact and less
careless in acquiring than in spending money. According to this law, the oath
always had to be taken by the defendant in cases of disputes concerning
money. Only the grocer was occasionally allowed, according to one passage
of the Talmud, to swear on the entry in his account book. Under certain
circumstances, the change in contraction and remission of the valuation of
money emerges from the attitude of princes who, like Louis XI and many
others, were very severe in collecting their revenues but very liberal in
spending them. However, generally speaking, one cannot deny a propor-
tionate relationship between the speed of acquisition and the speed of
expenditure. Nobody spends money more light-heartedly and frivolously
than the gambler, the gold-digger and the demi-monde. Spain’s ruinous fiscal
policy since Charles V has been attributed to the relative ease with which
precious metals of America fell to the Spaniards. The saying, ‘Easy come, easy
go’, refers not only to the objective structure of the economy where the
security of what has been acquired is usually only the reward of a certain
solidity in the process of acquisition. The objective circumstances in those
professions in which particularly easy and quick profits can be made also
provide channels that favour the natural tendency and chance for spending
them. But a more effective argument for the proverb lies in the following
psychological state: the faster the ideological series terminates at the point
of monetary gain, the less the sentiments of energy and importance are
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concentrated in this point. Thus, the more superficially and therefore more
easily separably monetary gain clings to the centre of value, the more we are
willing to let it go. Even though the upward and downward leading sections
of the series have a common characteristic of greater or lesser tension, there
remains a difference between them, namely that money, before it has been
acquired, has the value of a final purpose, which it loses as soon as it is
gained and experienced in its role as a mere means — unless avarice prohibits
this process.

The quantity of money as its quality

I have emphasized this turning point between the two sections of the tele-
ological series because it reveals a most essential quality of money. As long
as money serves in our consciousness as the only and closest goal of our
endeavours it still possesses a quality. We would be hard pressed to formu-
late what kind of quality it is, but the interestedness of the will, the concen-
tration of thoughts on it, the liveliness of the attached hopes and emotions
shine on it with a warmth that lends it a colourful glow and renders the
concept of money significant regardless of its amount. All our practical
wishes develop in this way. As long as they stand before us unachieved, the
whole genera attracts us, so that we often labour under the illusion that the
smallest amount of it, inasmuch as it represents only this object and this
concept, would satisfy us permanently. Our desire is concentrated on the
qualitative character of the object and the interest in quantity usually asserts
itself only after the quality has been realized and experienced to a certain
extent. This typical evolution of our interests takes possession of money in a
specifically modified form. Since money is nothing but the indifferent
means for concrete and infinitely varied purposes, its quantity is its only
important determination as far as we are concerned. With reference to
money, we do not ask what and how, but how much. This quality or lack of
quality of money first emerges in all its psychological purity, however, only
after it has been acquired. Only when money is transformed into positive
values does it become evident that the quantity exclusively determines the
importance of money, namely its power as a means. Until the teleological
series reaches this point, and as long as money is a mere object of desire, its
purely quantitative character recedes from its general and, to a certain
extent, qualitatively experienced nature on account of the emotional over-
tones attached to money as a general concept. This relationship is chronic
for avarice, because avarice does not permit the teleological series to go
beyond this critical point, with the result that the avaricious person
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constantly attaches sentiments to money as if it were a substance of qualita-
tive and specific attraction. The limitation of the interest in money to the
question ‘How much’ —in other words, the fact that its quality consists exclusively
in its quantity — has many important consequences for our analysis.

In the first place, the quantitative differences of money ownership imply
the most considerable qualitative differences for the owner. This is such a
trivial fact of experience that to emphasize it would seem meaningless, were
it not for the constant temptation to reverse the interpretation of the purely
quantitative character of money and to conceive its importance and its
effectiveness mechanically, that is to conceive of the more important as the
multiplication of the less important. I wish first to mention a quite superfi-
cial case as proof of how drastically quantitative differences in the concen-
trations of money intervene in its qualitative consequences. The issue of
small-denomination bank notes has a character totally different from the
issue of large ones. People with a small income, who are usually the owners
of small notes, cannot as easily present them for redemption as the owners
of large notes can. On the other hand, if'a panic breaks out, the former press
for redemption more violently and thoughtlessly or give the notes away at
any price. The following more general considerations support my basic
argument.

Subjective differences in amounts of risk

All money outlays for the purposes of acquisition fall into two categories —
with risk and without risk. Viewed abstractly, both forms exist in every
single outlay if one excludes gambling. Even the wildest speculation must
reckon with a very considerable loss of value, though it need not fear a
nullification of the object of speculation, whereas on the other hand even
the safest act of acquisition always contains an element of risk. In many
cases the latter risk can be practically disregarded as an infinitely small factor,
so that one can say of every transaction either that there is no risk at all or
that a definite portion of the invested capital — in other words the assets of
the subject — is at stake. It seems reasonable to determine the size of this
possible risk by two objective factors: the probability fraction of the loss and
the size of the possible profit. It is obviously unreasonable to invest 100
marks in a business where the chances of loss are 50 per cent and the highest
possible gain is 25 marks. Under any circumstances it would appear rational
to wager 20 marks on the same terms. But this objective calculation is not
sufficient for calculating the reasonableness or unreasonableness of risking
a definite amount. A personal factor must also be considered. In every
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economic situation, a certain fraction of one’s possessions should not be
risked at all, regardless of how large and how probable the chances of profit
might be. The desperate risk of the final gamble, which is usually justified
by the statement that one ‘has nothing more to lose’, indicates by this very
argument that any vestige of rationality has been deliberately abandoned
here. If, however, one presupposes rationality, then the question of the
objective probability of the success of a speculation should be raised only
for that part of the assets that lies above a certain fraction. The amount below
this limit should, rationally, not be risked, even where a large sum might be
gained with a very low probability of loss. The objective factors which
otherwise determine the reasonableness of risk are totally irrelevant here.
The money form of values easily tempts one to misjudge this economic
dictate because it subdivides values into very small portions and so tempts
the person with slender means to take a risk that, in principle, he ought to
avoid. This has been typified, for example, in the gold shares to the value of
one pound, which were issued by mining companies in the Transvaal and
western Australia. In view of their relatively low value and the very high
chance of gain, this share has been bought by people who normally have
nothing to do with stock exchange speculations. A similar state of affairs is
created in the Italian lottery. However, in many countries, modern legisla-
tion relating to shares attempts to counteract this danger to the welfare of
the people by establishing a fairly high minimum for the nominal value of
any share offered. If a speculative value — of an enterprise or a loan — is
offered in very small shares, its objective insignificance in relation to the
total amount easily deceives the buyer that its subjective value — that is, in
relation to the buyer’s assets — is considerable. And the further fact that it is
possible to make a speculative profit with such a small sum makes people
forget that their circumstances do not permit them to risk this sum. The
tragedy in all this is that people whose income provides only the minimum
level of existence, and who therefore should not risk anything at all, are
most strongly subjected to such temptations. Not only is the profit that is
based on probability denied to those whose situation places them in most
need of it and who are prevented from obtaining it by the logic of their
situation, but their security against losses based on probability is also denied
them — and it is precisely these people who can least bear such losses. Often,
many less well off families do not make use of the insurance which, for a
relatively small premium, provides care for the servants in case of sickness.
To take care of sick servants may be difficult but they would rather run that
risk, because at a very low income even low fixed costs seem less tolerable
than the mere chance of much higher costs — no matter how irrational such
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calculations may be. Clearly, within an income or fortune the limits beyond
which the risk is economically justified are all the lower — that is, a larger
part is free for speculative purposes — the better the person is situated, not
only in terms of an absolutely larger amount — which is obvious — but also
in terms of a relatively larger amount in proportion to the total income. Not
only does such a difference exist between very high and very low financial
circumstances, but also more minor differences may already indicate the
justification of different amounts of risk. This is a further contribution to the
unearned increment of wealth which was discussed earlier, since obviously
a fortune has a greater chance of increasing, the larger the portion of it that
may be invested in speculation without endangering the economic exist-
ence of its owner. This situation also illustrates how money takes on a
completely different qualitative character through mere differences in quan-
tity and how it subjects monetary matters to qualitatively different forms.
The completely external and, indeed, even the inner importance of a sum of
money is different, depending on whether it lies below or above any
dividing line. Whether it does lie above or below this line depends solely
upon the total assets of the owner. Changes in the quantity of money
produce totally new qualities.

The qualitatively different consequences of quantitatively
altered causes

Finally, all this fits into a very general form of the behaviour of things, the
most striking instance of which can be found in the sphere of psychology. A
quantitative increase in phenomena that are operating as causes does not
always call forth a proportionate increase in their consequences. Rather, the
augmentation of a cause that resulted in a definite augmentation of the
consequence cannot be sufficient for the same purpose on a higher stage of
the scale; a much greater influence will be required in order to attain even
the same effect. I remind you of the frequent phenomenon whereby the
working capital that produces a definite return in a newly developed area of
acquisition has later to be expanded considerably in order to continue to
yield the same return. We might also point to the effect of medication which,
in the beginning, can be increased by a small increment of the doses, whereas
later exactly the same additional applications produce much reduced effects;
or we may point to the joy brought about under strained financial circum-
stances by a profit which, however, will no longer produce a joyous reaction
if' it is continuously repeated. The most common example refers to the
so-called threshold of consciousness: external stimuli that affect our nerves
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are unnoticeable below a certain strength; but when this threshold is reached
the stimuli suddenly evoke sensations, and the stimuli’s merely quantitative
increase brings about an effect of qualitative determinateness. In some cases,
however, the increase has an upper limit with regard to this effect, so that the
simple continuation of an increase in the stimulus beyond this threshold
results in the disappearance of the sensation. This points to the most extreme
form of discrepancy between cause and effect which is brought about by the
mere quantitative increase of the cause, namely, the direct transformation of
the effect into its opposite. With reference to the example of medication, it
should be specifically mentioned that homeopathic experiments have
demonstrated a direct contrast in the effects that a purely quantitative change
in the doses can bring about in one and the same patient. With reference to
electric shock treatment, it has been observed that frequent repetition may
turn the result into its opposite and again into the opposite of the opposite.
It is an everyday experience of major and typical importance that almost all
pleasure-affording stimuli can, after an original increase in pleasurable
sensation, lead to its arrest and even to positive pain. Finally, the incommen-
surability of objective causal stimuli and the subjective sensation evoked is
also illustrated in the following way. Very low economic values, which are
values none the less, often do not incite us to behaviour that would other-
wise correspond to economic values as such. There are objects of money
value, such as stamps, whose money value is not at all taken into account and
does not operate as a factor in dealing with these objects. We expect replies
to inquiries from far-off people of whom we would or could not demand a
penny, and who themselves have no interest in the issue. If the recipient of
the letter is of equal social status, we would not dare to enclose a stamp for
the reply. Someone who is thrifty with pennies in other matters is usually
less concerned about thriftiness with regard to stamps or bus fares. It would
appear that a threshold of economic awareness exists that varies according to
the wealth and temperament of the subject, so that economic appeals below
that level are not experienced as economic ones. This is probably a phenom-
enon common to all higher spheres. For such spheres emerge when already
existing and perceptible elements converge towards a new form and are
thereby elevated to a new and, as yet, unknown importance. In this way,
things become objects of law, of aesthetic enjoyment and of philosophical
interest — things whose well-known content attains a new aspect. In order
that this may occur, a definite quantity of such elements is also presupposed
in many cases, and if they remain below this quantity, then they do not enter
that higher, more difficult to excite, stratum of consciousness in which these
categories live. For instance, certain colours or combinations of colours may
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be visible in all their clarity, and yet they do not incite an aesthetic pleasure
if the space which they cover does not have considerable dimensions; prior
to that, they are simple entities which certainly overstep the threshold of
sensory awareness but not that of aesthetic awareness. There is also a
threshold of historical awareness which creates the remarkable dispropor-
tion between personal energies and their historical consequences. There
have been many Indian ascetics who taught a similar doctrine to Gotama,
but only he became Buddha; there were certainly many Jewish teachers
whose sermons did not differ much from those of Jesus, but only he has
influenced world history. This phenomenon can be seen everywhere. The
importance of personalities forms a continuous scale, but there is a point
above which the historical significance of a personality commences, whereas
those who remain below this threshold of significance have not merely a
lesser effect but none at all and they sink into oblivion. At a higher level,
perhaps, lies the threshold of philosophical consciousness. The same
phenomena that in minute quantity belong to the transitory irrelevancies of
everyday life, and which, perhaps in somewhat greater quantity, provoke
aesthetic interest, can become subjects of philosophical and religious reflec-
tion if they emerge in powerful and exciting dimensions. In a similar way,
there exists a quantitative threshold regarding the sentiments of tragedy. All
kinds of contradictions, futilities and disappointments that are negligible as
single events of daily life, or that even have a humorous trait, take on a tragic
and deeply disquieting quality when we become aware of their tremendous
diffusion, the unavoidability of their repetition and their colouring not only
of a single day but of life in general. In the legal sphere, the threshold is
marked by the principle: minima non curat praetor. The theft of a pin is quantita-
tively too insignificant — even though qualitatively and logically it constitutes
a theft — to set the complicated psychological mechanism of legal conscious-
ness into motion. This too has a threshold, and stimuli that remain below
this threshold, although they may stimulate other areas of consciousness,
cannot arouse a psychic-legal reaction — let alone a reaction by the State.

The threshold of economic awareness

The fact that economic awareness is also equipped with a specific threshold
explains the general inclination to prefer a continuous series of small
expenses that each pass ‘unnoticed’ to a single, once-and-for-all larger one.
When Pufendorf suggested to the prince that it would be preferable to
impose a modest tax on many objects rather than a high tax on a single
object, on the grounds that people do not like to part with money (fort dur d
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la desserre), he did not mention the crucial point of this argument. Even though
the people have to hand over their money in one form or the other, only in
one form does handing over the money remain below the threshold of
economic consciousness and the single sum of money that is handed over is
not elevated into the category of economic calculation, sensation and reac-
tion — just as two weights, each of them below the threshold of awareness of
pressure, do not produce any sensation when placed on the hand one after
the other, but do produce one if placed on the hand at the same time.

This may be interpreted as a passive resistance on the part of our simple
or complicated sensations, which first has to be overcome in order to
transfer the influence to our consciousness. This resistance can, however, be
an active one. One can imagine that our receptive physical-psychic organs
are, at any moment, in a state of agitation so that the effect of a new stimulus
depends on the relation between the direction and strength of the new and
the preceding inner movement. The effect can be in the same direction,
spreading without restraint, or it can be in the opposite direction, becoming
totally or partly counterbalanced so that the receptive organ can move in the
proper direction only after overcoming a definite resistance. This kind of
conduct also encounters what we term differential sensitivity. Our sensi-
tivity measures not absolute, but only relative amounts; that is, we can
determine the amount only by the difference of one sensation from another.
This experience — whose modification can here be disregarded, since it is
valid for us only in so far as its critics are willing to admit its validity — is
obviously the foundation of the series of phenomena discussed above. This
experience may be illustrated by a very simple example. If a motion in the
tactile nerves of the strength of one has increased by one-third, then this is
the same as if the motion of the strength of two had increased by two-
thirds. The fact that we attach the same reaction to the relatively equal differ-
ence in the scale of sensations results in the fact that objectively equal stimuli
have very different subjective consequences. The farther the sensation of a
new stimulus deviates from the original state of that sensation, the stronger
and the more obviously will we become conscious of it. As we might expect,
this clashes with the fact that often the stimulus must first overcome an
opposing disposition of our physical—psychic organs before it can affect our
consciousness. For whereas the stimulus is — according to differential sensi-
tivity — all the more noticeable the further it deviates from the preceding
condition, it is — according to the other principle — less noticeable, up to a
certain point, the more the direction differs from the