
Marx’s Critique of Hegel
Today’s advanced capitalist nations are characterized by a triplex 
system, the Capital- Nation- State trinity. In its structure, there is 
fi rst of all a capitalist market economy. If left  to its own devices, 
however, this will inevitably result in economic disparities and class 
confl ict. To counter this, the nation, which is characterized by an 
intention toward communality and equality, seeks to resolve the 
various contradictions brought about by the capitalist economy. 
Th e state then fulfi lls this task through such mea sures as taxation 
and redistribution or regulations. Capital, nation, and state all dif-
fer from one another, with each being grounded in its own distinct 
set of principles, but  here they are joined together in a mutually 
supplementary manner. Th ey are linked in the manner of a Borro-
mean knot, in which the  whole system will fail if one of the three is 
missing.

No one has yet adequately comprehended this structure. But in 
a sense, we can say that G. W. F. Hegel in his Philosophy of Right at-
tempted to grasp it. But Hegel regarded Capital- Nation- State as the 
ultimate social form and never considered the possibility of its 
being transcended. Having said that, if we wish to transcend Capital- 
Nation- State, we must fi rst be able to see it. Accordingly, we must 
begin with a thorough critique (investigation) of Hegel’s Philoso-
phy of Right.

In his youth, Karl Marx launched his intellectual career with a 
critique of Hegel’s philosophy of right. At that time, in contrast to 
Hegel’s system that posited the nation- state in the fi nal position, 
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Marx maintained that state and nation  were part of the ideological super-
structure and that it was really bourgeois society (the capitalist economy) 
that formed the fundamental base structure. Moreover, he applied this view 
to the totality of world history. For example, Marx writes:

Th e general conclusion at which I arrived and which, once reached, be-
came the guiding principle of my studies can be summarised as follows. 
In the social production of their existence, men inevitably enter into defi -
nite relations, which are in de pen dent of their will, namely relations of 
production appropriate to a given stage in the development of their ma-
terial forces of production. Th e totality of these relations of production 
constitutes the economic structure of society, the real foundation, on 
which arises a legal and po liti cal superstructure and to which corre-
spond defi nite forms of social consciousness. Th e mode of production of 
material life conditions the general pro cess of social, po liti cal and intel-
lectual life. It is not the consciousness of men that determines their exis-
tence, but their social existence that determines their consciousness. . . .  
Th e changes in the economic foundation lead sooner or later to the trans-
formation of the  whole im mense superstructure. In studying such 
transformations it is always necessary to distinguish between the mate-
rial transformation of the economic conditions of production, which can 
be determined with the precision of natural science, and the legal, po liti-
cal, religious, artistic or philosophic— in short, ideological forms in 
which men become conscious of this confl ict and fi ght it out. . . .  In broad 
outline, the Asiatic, ancient, feudal and modern bourgeois modes of pro-
duction may be designated as epochs marking progress in the economic 
development of society. Th e bourgeois relations of production are the 
last antagonistic form of the social pro cess of production— antagonistic 
not in the sense of individual antagonism but of an antagonism that ema-
nates from the individuals’ social conditions of existence— but the pro-
ductive forces developing within bourgeois society create also the mate-
rial conditions for a solution of this antagonism. Th e prehistory of human 
society accordingly closes with this social formation.1

Frederick Engels and later Marxists would subsequently call this view his-
torical materialism. Th e problem  here is that this view takes the state and 
nation to be part of the ideological superstructure, on par with art or phi-
losophy. Th is represents a criticism of Hegel, who regarded the state as an 
active agent (subject), since this Marxist view regards the state as a mere 
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ideological phenomenon that is determined by bourgeois society. Th is led 
in turn to the conclusion that if the economic structure  were transformed, 
the state and nation would automatically disappear. Th is neglect of the ac-
tive agency of state and nation would lead to various missteps by Marxist 
movements. On the one hand, among Marxists it brought about state so-
cialism (Stalinism); on the other hand, it helped lead to the victory of those 
who opposed Marxism in the name of National Socialism (fascism). In other 
words, far from dissolving the state or nation, movements to transcend capi-
talism ended up strengthening them to an unpre ce dented degree.

Th is experience became an important lesson for Marxists. In response, 
they began to stress the relative autonomy of the superstructure. For example, 
some Marxists— including, for example, the Frankfurt School— began 
 introducing elements from Max Weber’s sociology or Sigmund Freud’s psy-
choanalysis. Of course, in doing so they  were not abandoning the concept 
of determination by the economic base. Yet in reality they tended to shelve 
the question of the economic base without giving it serious consideration.2 
Moreover, this tendency led to assertions of the autonomy of other domains 
such as literature or philosophy, as well as of the ultimate indeterminacy of 
textual interpretation, and it hence became one of the sources for postmod-
ernism. But such claims for the relative autonomy of the superstructure led to 
the belief that state and nation  were simply repre sen ta tions that had been 
created historically and that they could be dissolved through enlightenment. 
Th is view overlooks the fact that state and nation have their own roots in the 
base structure and therefore possess active agency.

Previously, historical materialism has faced critical questioning from those 
branches of scholarship that explore precapitalist forms of society. Marx’s di-
vision of economic base from po liti cal superstructure is a view grounded in 
modern capitalist society. For this reason, it  doesn’t work as well when 
 applied to the case of precapitalist societies. To begin with, in primitive soci-
eties (tribal communities) there is no state, nor any distinction between eco-
nomic and po liti cal structure. As Marcel Mauss pointed out, these societies 
are characterized by reciprocal exchanges. Th is cannot be explained in terms 
of a mode of production. Th e anthropologist Marshall Sahlins, who persisted 
in using the concept of mode of production, devised the concept of a “do-
mestic mode of production,” one characterized by underproduction.3 But 
this underproduction can be better explained through reciprocal exchange: 
because surplus products are not allowed to accumulate and are instead 
given away to others, production necessarily remains underproduction.
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In the case of the Asiatic mode of production, the state apparatuses (the 
military, bureaucracy, policing mechanisms, and so on) do not somehow 
stand above economic relations of production. Rather, po liti cal relations be-
tween emperors or kings and the layers of bureaucracy that support them 
and the ruled classes are in themselves already economic relations. No dis-
tinction exists between economic and po liti cal structures  here. It is the same 
in classical antiquity. Th e unique po liti cal systems of Greece and Rome, 
distinct from those of the Asiatic states, cannot be adequately explained 
through the slave- system mode of production. Slaves  were simply indis-
pensable in securing the freedom and equality of citizens.

Accordingly, if we posit that economic base equals mode of production, 
we are unable to explain precapitalist societies. Worse, we remain unable to 
understand even capitalist economies. Th e capitalist economy is itself de-
pendent on its ‘ideological superstructure’: to wit, its vast system based on 
money and credit. In order to explain this, in Capital Marx began his in-
quiry not from mode of production but rather from the dimension of com-
modity exchange. Th e capitalist mode of production— in other words, the 
relation between capital and labor— is or ga nized through the relations be-
tween money and commodity (mode of exchange). But Marxists who advo-
cated historical materialism failed to read Capital with suffi  cient care and 
ended up trumpeting only the concept of mode of production time and time 
again.

For these reasons, we should abandon the belief that mode of production 
equals economic base. Th is does not in any way mean, however, that we 
should abandon the concept of economic base in general.4 We simply need 
to launch our investigation from the mode of exchange rather than from the 
mode of production. If exchange is an economic concept, then all modes of 
exchange must be economic in nature. In short, if we take the term economic 
in a broad sense, then nothing prevents us from saying that the social for-
mation is determined by its economic base. For example, the state and na-
tion originate in their own distinct modes of exchange (economic bases). It 
would be foolish to distinguish these from the economic base and regard 
them as ideological superstructure. Th e inability to dissolve state and na-
tion through enlightenment is due to their being rooted in specifi c modes of 
exchange. Th ey also, it is true, take on idealistic forms. But we can say the 
same thing about the capitalist economy, with its base in commodity ex-
change. Far from being materialistic, the capitalist system is an idealistic 
world based on credit. It is for precisely this reason that it always harbors 
the possibility of crisis.
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Th e Types of Mode of Exchange
When we speak about exchange, we automatically think of commodity ex-
change. Insofar as we live in a capitalist society in which commodity ex-
change is the dominant mode, this is only natural. But there are also other 
types of exchange, beginning with gift - countergift  reciprocity. Mauss lo-
cated the principles for the social formation in archaic societies in the 
gift - countergift  reciprocal system, under which various items are given 
and reciprocated, including food, property, women, land, ser vice, labor, 
and rituals. Th is is not something limited to archaic societies; it exists in 
general in many kinds of communities. Strictly speaking, however, this 
mode of exchange A is not a principle that arises from within the interior 
of a community.

Marx repeatedly stresses that commodity exchange (mode of exchange 
C) begins with exchanges between two communities: “Th e exchange of com-
modities begins where communities have their boundaries, at their points of 
contact with other communities, or with members of the latter.” 5 Even if it 
appears that these exchanges take place between individuals, in fact those 
individuals are acting as representatives of families or tribes. Marx empha-
sized this point in order to criticize the views of Adam Smith, who believed 
that the origins of exchange lay in exchanges between individuals, a view that 
Marx thought was simply a projection of the contemporary market economy 
onto the past. But we must not forget that the other types of exchange also 
arose in exchanges between communities. In other words, reciprocity is 
something that arose between communities.

In this sense, reciprocity has to be distinguished from the pooling that 
occurs within a  house hold. For example, in a hunting- and- gathering band 
formed by several  house holds, captured spoils are pooled and equally redis-
tributed. Th is pooling or redistribution derives from a principle that exists 
only within the interior of a  house hold or within a band formed by several 
 house holds. In contrast, reciprocity arises when one  house hold or band es-
tablishes lasting amicable relations with another  house hold or band. In other 
words, it is through reciprocity that a higher- order collective that transcends 
the individual  house hold takes form. Accordingly, reciprocity is not so 
much a principle of community as it is a principle for forming larger, strati-
fi ed communities.

Mode of exchange B also arises between communities. It begins when 
one community plunders another. Plunder in itself is not a kind of ex-
change. How, then, does plunder get transformed into a mode of exchange? 
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If a community wants to engage in continuous plunder, the dominant com-
munity cannot simply carry out acts of plunder but must also give some-
thing to its targets: it must protect the dominated community from other 
aggressors, as well as foster it through public works, such as irrigation sys-
tems. Herein lies the prototype for the state. Weber argued that the essence 
of the state was its monopoly on violence. Th is does not simply mean that 
the state is founded on violence. Th e state protects its constituent peoples 
by prohibiting nonstate actors from engaging in violence. In other words, 
the establishment of the state represents a kind of exchange in that the ruled 
are granted peace and order in return for their obedience. Th is is mode of 
exchange B.

Th ere is one other point I should note  here. When the economic anthro-
pologist Karl Polanyi lists the crucial unifying forms of human economy in 
general, in addition to reciprocity and exchange, he includes “redistribution.” 6 
He regards redistribution as something that has always existed, from ar-
chaic societies to the contemporary welfare state. But the redistribution 
occurring in archaic societies was of a diff erent nature from that occurring 
under a state. For example, in a chiefdom society, it appears as if each 
 house hold is subjected to taxes by the chief. But this is always a form of pool-
ing carried out according to a compulsory reciprocity. In other words, the 
chief does not hold absolute power. In a state, on the other hand, plunder 
precedes redistribution. It is precisely in order to be able to plunder contin-
uously that redistribution is instituted. Redistribution by the state histori-
cally takes place in the form of public policies— irrigation systems, social 
welfare, or public order. As a result, the state takes on the appearance of an 
authority acting on behalf of the “public.” Th e state (monarchy) is not simply 
an extension of tribal society’s chiefdom. It instead originates in mode of 
exchange B— that is, in plunder and redistribution. To fi nd redistribution 
in an identical form in all societies as Polanyi does is to overlook the unique 
dimension that distinguishes the state.7

Next we have mode of exchange C, or commodity exchange, which is 
grounded in mutual consent. Th is arises when exchange is neither con-
strained by the obligations inherent in gift  giving, as in mode of exchange 
A, nor imposed through violence, as in the pillaging of mode of exchange B. 
In sum, commodity exchange is established only when the participants mu-
tually recognize each other as free beings. Accordingly, when commodity 
exchange develops, it tends to free individuals from the primary communal 
constraints that arise from the principle of gift  exchange. Th e city takes form 
through this sort of free association between individuals. Of course, as a 
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secondary community the city also functions as a kind of constraint on its 
members, but this is of a diff erent nature from the primary community.

What is crucial in the case of commodity exchange is that its premise of 
mutual freedom does not mean mutual equality. When we speak of com-
modity exchange, it may appear that products or ser vices are being directly 
exchanged, but in fact this takes place as an exchange between money and 
commodity. In this case, money and commodity and their respective bear-
ers occupy diff erent positions. As Marx wrote, money possesses the power 
of universal exchangeability. A person who has money can acquire the prod-
ucts or employ the labor of another without resorting to violent coercion. 
For this reason, the person who has money and the person who has a com-
modity— in other words, the creditor and the debtor— are not in positions 
of equality. Th e person who possesses money attempts to accumulate more 
money by engaging in commodity exchange. Th is is the activity of capital in 
the form of the movement of self- valorization of money. Th e accumulation 
of capital takes place not through physical coercion of the other but through 
exchanges grounded in mutual consent. Th is is possible through the diff er-
ence (surplus value) that is realized through exchanges across diff erent sys-
tems of value. Th is is not to say that such exchanges do not generate diff er-
ences between rich and poor; of course they do. In this way, mode of exchange 
C (commodity exchange) brings about relations of class, which are of a diff er-
ent nature from the relations of status that are generated by mode of ex-
change B, even though these two are oft en connected.

In addition to these, I must also describe mode of exchange D. Th is rep-
resents not only the rejection of the state that was generated through mode 
of exchange B but also a transcending of the class divisions produced in mode 
of exchange C; we might think of mode of exchange D as representing the 
return of mode of exchange A in a higher dimension. It is a mode of ex-
change that is simultaneously free and mutual. Unlike the other three modes, 
mode of exchange D does not exist in actuality. It is the imaginary return 
of the moment of reciprocity that has been repressed under modes of ex-
change B and C. Accordingly, it originally appeared in the form of reli-
gious movements.

Th ere is one more point I should add  here with regard to the distinctions 
between modes of exchange. In trying to fi nd in “the po liti cal” a relatively 
autonomous, unique domain, Carl Schmitt writes: “Let us assume that 
in the realm of morality the fi nal distinctions are between good and evil, in 
aesthetics beautiful and ugly, in economics profi table and unprofi table.” 8 In 
the same way, Schmitt argues, the fi nal distinction unique to the po liti cal is 
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that between friend and enemy. But, in my view, this is a characteristic of 
mode of exchange B. Accordingly, the unique domain of the po liti cal must 
originate in the economic base, broadly defi ned.9

It is just as true that there is no unique domain of the moral separate 
from the mode of exchange. Usually, the domain of morality is thought of as 
being separate from the economic realm, but morality is in fact not unre-
lated to modes of exchange. For example, Friedrich Nietz sche argues that 
the consciousness of guilt originates in a sense of debt. Th is suggests how 
deeply the moral or religious is connected to modes of exchange. Accord-
ingly, if we see economic base in terms not of modes of production but of 
modes of exchange, we can understand morality in terms of economic base.

Let us take the example of mode of exchange A (reciprocity). In a tribal 
society this is the dominant mode of exchange.  Here no one is permitted to 
monopolize wealth or power. Once a state society— in other words, a class 
society— emerges, mode of exchange A is subordinated, and mode of ex-
change B becomes dominant. Mode of exchange C develops under it, but 
remains in a subordinate role. It is with capitalist society that mode of ex-
change C becomes dominant. In this pro cess, mode of exchange A is re-
pressed but never eliminated. It is fi nally restored as “the return of the 
 repressed,” to borrow Freud’s expression. Th is is mode of exchange D. 
Mode of exchange D represents the return of mode of exchange A in a 
higher dimension.

Mode of exchange D was fi rst discovered at the stage of the ancient em-
pires as something that would transcend the domination of modes of ex-
change B and C. Mode of exchange D was also something that would tran-
scend the religious constraints of the traditional community that was the 
foundation of the ancient empires. For this reason, mode of exchange D was 
not a simple return to mode of exchange A but rather a negation of it that 
restored it in a higher dimension. Th e most direct instances of mode of ex-
change D are found in the communistic groups that existed in the earliest 
stages of universal religions such as Christianity and Buddhism. In subse-
quent periods, too, socialist movements have taken a religious form.

Since the latter half of the nineteenth century, socialism has lost its reli-
gious hue. But the crucial point  here is that socialism at its root marks the 
return in a higher dimension of mode of exchange A. For example, Hannah 
Arendt points out that in cases of council communism, the councils (soviets 
or Rӓte) appear not as the end result of revolutionary tradition or theory: 
“What is more, they never came into being as a result of a conscious revolu-
tionary tradition or theory, but entirely spontaneously, each time as though 
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there had never been anything of the sort before.”10 Th is suggests that the 
spontaneously arising council communism represents the return of mode 
of exchange A in a higher dimension.

Mode of exchange D and the social formation that originates in it can be 
called by many names— for example, socialism, communism, anarchism, 
council communism, associationism. But because historically a variety of 
meanings have been attached to these concepts, we are likely to invite mis-
understanding and confusion no matter which one we use. For this reason, 
 here I will simply call it X. Th e name  doesn’t matter; what is important  here 
is to understand the phase to which it belongs.

To sum up, modes of exchange can be broadly divided into four types: 
reciprocity, plunder and redistribution, commodity exchange, and X. Th ese 
are shown in the matrix given in table 1, where the horizontal rows indicate 
degree of equality or in e qual ity and the vertical columns indicate degree of 
coercion or freedom. Table 2 situates the forms that historically have de-
rived from these: capital, nation, state, and X.

Th e next important point to make is that actual social formations consist 
of complex combinations of these modes of exchange. To jump to my con-
clusion, historical social formations have included all of these modes. Th e 
formations diff er simply in terms of which mode takes the leading role. In 
tribal societies reciprocal mode of exchange A is dominant. Th is does not 
mean the modes B or C are nonexistent— they exist, for example, in wars or 
in trading. But because the moments for B and C are  here subordinated to 
the principle of reciprocity, the kind of society in which B is dominant— a 
state society— does not develop. On the other hand, in a society in which 

Ta ble 1 Modes- of- Exchange Matrix

B: Plunder and redistribution
 (Domination and protection)

A: Reciprocity
 (Gift  and countergift )

C: Commodity Exchange
 (Money and commodities)

D: X

Ta ble 2 Th e Modern- Social- Formation Matrix

B: State A: Nation

C: Capital D: X
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mode B is dominant, mode A continues to exist— for example, in farming 
communities. We also fi nd the development of mode C— for example, in 
cities. In precapitalist social formations, however, these elements are admin-
istered or coopted from above by the state. Th is is what we mean when we 
say that mode of exchange B is dominant.

When mode of exchange C is dominant, we have a capitalist society. In 
Marx’s thought, a capitalist social formation is a society defi ned by the capi-
talist mode of production. But what is it that distinguishes capitalist pro-
duction? We will not fi nd it in such forms as the division and combination 
of labor, or again in the employment of machinery. Aft er all, these can all be 
found in slavery systems as well. Nor can we simply equate capitalist pro-
duction with the production of commodities in general: both slavery and 
serfdom systems developed as forms of commodity production. Capitalist 
production is diff erent from slavery or serfdom production in that it is com-
modity production that relies on the labor power commodity. In a slavery 
system, human beings become commodities. Accordingly, only in a society 
where it is not human beings themselves but rather human labor power that 
is commodifi ed can we say there is capitalist production. Moreover, it exists 
only when commodity exchange permeates the entire society, including the 
commodifi cation of land. For these reasons, capitalist production can only 
be understood if we look at it in terms of mode of exchange— not in terms of 
mode of production.

In a capitalist society, commodity exchange is the dominant mode of ex-
change. Th is does not mean, however, that the other modes of exchange and 
their derivatives completely vanish. Th ose other elements continue to exist 
but in altered form: the state becomes a modern state and the community 
becomes a nation. In other words, as commodity exchange becomes the dom-
inant mode, precapitalist social formations are transformed into the Capital- 
Nation- State complex. Only in this way can we materialistically rethink the 
trinity system that Hegel grasped in his Philosophy of Right— as well as how 
it might be sublated.

Marxists regarded state and nation as parts of the ideological superstruc-
ture. But the autonomy of state and nation, an autonomy that cannot be ex-
plained in terms of the capitalist economic base, does not arise because of 
the so- called relative autonomy of the ideological superstructure. Th e au-
tonomy of state and nation arises instead because each is rooted in its own 
distinct economic base— its own distinct mode of exchange. Th e world 
that Marx himself tried to explicate was that formed by the mode of com-
modity exchange. Th is is the world we fi nd in his Capital. But this brack-
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eted off  the worlds formed by the other modes of exchange, namely the 
state and nation.  Here I want to try to think about the diff erent worlds 
formed by the diff erent modes of exchange, to examine the historical vicis-
situdes of the social formations that arose as complex combinations of 
these, and fi nally to ascertain the possibilities that exist for sublating those 
formations.

Types of Power
I would like next to consider the various types of power produced by the 
diff erent modes of exchange. Power is the ability to compel others to obey 
through given communal norms. Th ere are roughly speaking three kinds of 
communal norms. First, there are the laws of the community. We can call 
these rules. Th ey are almost never explicitly stipulated, nor are they enforced 
through penal codes. Nonetheless, violation of these rules leads to ostra-
cism or expulsion, and so violations are rare. Second, we have the laws of the 
state. We can think of these as laws that exist between communities or 
within societies that include multiple communities. In spaces in which com-
munal rules no longer hold sway, laws of the state arise as shared norms. 
Th ird, we have international law: laws that govern relations between states. 
In other words, these laws are shared norms that apply in spaces where laws 
of the state do not hold sway.

Th e relevant types of power diff er depending on which of these shared 
norms is at issue. Th e important point  here is that these shared norms do 
not bring about power. To the contrary, these shared norms cannot func-
tion in the absence of some power. Ordinarily, power is thought to be based 
in violence. In reality, however, this is true only in the case of the shared 
norms (laws) of the state. For example, within the interior of a community 
in which rules are eff ective, there is no need to resort to violence to ensure 
the functioning of shared norms. Th is is because another coercive force, one 
of a diff erent nature from violence, is operational. Let’s call this the power of 
the gift . Mauss describes the self- destructive gift  giving known as potlatch 
in the following terms:

But the reason for these gift s and frenetic acts of wealth consumption is 
in no way disinterested, particularly in societies that practice the potlatch. 
Between chiefs and their vassals, between vassals and their tenants, 
through such gift s a hierarchy is established. To give is to show one’s supe-
riority, to be more, to be higher in rank, magister. To accept without 
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 giving in return, or without giving more back, is to become client and 
servant, to become small, to fall lower (minister).11

To make a gift  is to gain sway over the recipient, because the failure to make 
a return gift  means falling into the status of a dependent. Th is occurs with-
out the use of violence. If anything, it appears at fi rst glance to be an utterly 
gratuitous act of benevolence. Nonetheless, it results in the exertion of a 
control over the other that is even more eff ective than violent coercion. Mauss 
believed that “the things exchanged . . .  also possess a special intrinsic 
power, which causes them to be given and above all to be reciprocated.”12 
Th e aboriginal Maori people of New Zealand called this power hau. I will 
discuss this again, but what is important to note for present purposes is 
that the reciprocal mode of exchange is accompanied by its own type of 
power.

For example, in a potlatch ceremony the recipients attempt to overpower 
their rivals by giving back even more than they have received. Potlatch is 
not itself warfare, but resembles warfare in that the motive behind it is to 
gain supremacy over one’s rivals. Th ere are also cases of gift  giving that seem 
not to follow this tendency. For example, membership in a community is 
something bestowed as a gift  as soon as one is born. Each member bears an 
obligation to reciprocate for this. Th e force by which the community con-
strains each of its members is the force of this sort of reciprocity. For this 
reason, within the community there is no par tic u lar need to impose penal-
ties in cases where a member violates the norms (rules). Once it is known to 
the community at large that a member has violated the norms, that is the 
end: to be abandoned by the community is equivalent to death.

In the second instance, occurring outside the domain of a community or 
in situations in which more than one community exists, the rules of a single 
community do not apply. Accordingly, the need arises for shared norms (laws) 
that transcend the community. In order for these to function, however, 
there must be some force of compulsion. Th is is actual force (violence). 
Weber argues that state power is rooted in the monopolization of violence. 
But not all violence is capable of becoming a force that polices communal 
norms. In actual practice, the state is established when one community comes 
to dominate another community through violence. In order to transform 
this from a single act of plunder into a permanent situation, this domination 
must be grounded in a set of shared norms that transcends any one 
community— one that, in other words, must be equally obeyed by the rulers 
or ruling communities. Th e state comes into existence at such times. While 
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the power of the state is backed up by violence, that power is always medi-
ated by laws.

Just as the force that imposes the rules of a community is rooted in the 
reciprocal mode of exchange, so too is the force that imposes laws of state 
rooted in a specifi c form of exchange. Th omas Hobbes was the fi rst to dis-
cover this. He saw the basis for the state in a covenant “entered into by fear,” 
“a contract, wherein one receiveth the benefi t of life” or “money” or “ser-
vice.”13 Th is means that the power of the state is something established not 
solely through violent coercion, but more importantly also through (free) 
consent. If it  were only based on violent coercion, its power could not sur-
vive for any extended period. Accordingly, what is important  here is that the 
power of the state is rooted in a specifi c mode of exchange.

Th ird, we have the question of how there come to be laws between states— 
that is, shared norms existing in realms beyond the reach of state law. 
Hobbes argues that relations between states exist in a “Natural Condition,” 
a state of nature over which no law can exist. Yet in reality trade is carried 
out between communities, and laws are born of the actual practice of this 
trade. Th ese are so- called natural laws. Th ey are not merely abstract con-
cepts: any state that needs to conduct trade cannot aff ord to ignore them. 
Th ese are sustained not by the power of the community or state but rather 
by a power that is born of commodity exchanges: in concrete terms, the 
power of money.

As Marx stresses, commodity exchange is something that arises between 
two communities. What took form in this  were exchanges carried out through 
a universal equivalent form (money). Th is was the result of what Marx calls 
“the joint contribution of the  whole world of commodities.”14 We might also 
call it the social contract between commodities. Th e state has no hand in 
this. In reality, if there  were no laws of the state, commodity exchange could 
not take place. In other words, this contract could not be implemented. But 
the state is unable to produce the sort of power that is generated by money. 
Money is minted by the state, but its currency is not dependent on the 
state’s authority. Money’s currency depends instead on a power that takes 
form within the world of commodities (and their possessors). Th e role of 
the state or empire (supranational state) extends only to guaranteeing the 
metallic content of the currency. But the power of money extends beyond 
the domain of any single empire.

Commodity exchange is a form of exchange that takes place by free mu-
tual consent. On this point, commodity exchange diff ers from the situa-
tion of the community or state. But this is also how it produces a form of 
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domination that diff ers from the state. Th e power of money is a right that 
money (and its own er) holds vis-à- vis a commodity (and its own er). Money 
is a privileged “pledge” than can be exchanged at any time for any commod-
ity. As a result, unlike commodities themselves, money can be accumu-
lated. Th e accumulation of wealth begins not in the storing up of products 
but in the accumulation of money. By contrast, a commodity that is never 
exchanged for money in many cases ceases to be a commodity: it is dis-
carded. Because a commodity has no guarantee that it will enter into an 
exchange, the own er of money enjoys an overwhelmingly superior position. 
Herein lies the reason for the desire to accumulate money, as well as for its 
active implementation— that is, for the birth of capital. Th e power of money 
is diff erent from the power that is based in gift  exchanges or violence. With-
out having to resort to physical or mental coercion of the other, this power 
is exercised through exchanges based on mutual consent. Hence, for exam-
ple, forcing a slave to work is diff erent from making a laborer work through 
wages. But this power of money also brings about a kind of class domination 
that diff ers from the class (status) domination that was grounded in violence.

It should be clear now that every mode of exchange produces its own 
unique form of power, and moreover that types of power diff er in accor-
dance with diff erences in modes of exchange. Th e three types of power dis-
cussed exist in various combinations in every social formation just as all 
social formations are combinations of the three modes of exchange. Finally, 
we must add a fourth power in addition to the three already mentioned. 
Th is would be the form of power that corresponds to mode of exchange D. 
In my view, this type was fi rst manifested in universal religions in the form 
of the “power of God.” Modes of exchange A, B, and C, as well as the types 
of power that derive from them, will stubbornly continue to survive. It is 
impossible to resist them. It is for this reason that mode of exchange D 
appears— not so much as something deriving from human desires or free 
will, but in the form of a categorical imperative that transcends them.

Th e Concept of Intercourse
My rethinking of history from the perspective of modes of exchange rather 
than modes of production clearly represents a departure from the common 
wisdom of Marxism. However, it is not necessarily a departure from Marx. 
I am taking exchange in a broad sense— just as the early Marx used the con-
cept of intercourse (Verkher) in a broad sense. For example, in Th e German 
Ideology we fi nd the word intercourse used in the following four passages:
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With money every form of intercourse, and intercourse itself, becomes 
fortuitous for the individuals. Th us money implies that all intercourse up 
till now was only intercourse of individuals under par tic u lar conditions, 
not of individuals as individuals.

Th e next extension of the division of labour was the separation of pro-
duction and intercourse, the formation of a special class of merchants.

Th e form of intercourse determined by the existing productive forces at 
all previous historical stages, and in its turn determining these, is civil 
society. Th e latter, as is clear from what we have said above, has as its prem-
ise and basis the simple family and the multiple, called the tribe, and the 
more precise defi nition of this society is given in our remarks above.

With the conquering barbarian people war itself is still, as indicated 
above, a regular form of intercourse.15

As these examples show, the concept of intercourse  here includes occurrences 
within a given community, such as a family or tribe, as well as trade taking 
place between communities, and even war. Th is is what it means to take ex-
change in a broad sense.

Moses Hess was the fi rst to put forward this concept of intercourse. 
Slightly older than Marx, he was a phi los o pher of the Young Hegelian school 
(the Left  Hegelians); Hess was the fi rst to transform and expand Ludwig 
Feuerbach’s critique of religion (theory of self- alienation) into a critique of 
state and capital. In Hess’s book On the Essence of Money (1845), he proposed 
the concept of intercourse, using it to grasp the relations between man and 
nature and between man and man. Hess fi rst argues that “life is the ex-
change of productive life- activities.” He continues:

Th e intercourse of men is the human workshop wherein individual men 
are able to realise and manifest their life or powers. Th e more vigorous 
their intercourse the stronger also their productive power and so far as 
their intercourse is restricted their productive power is restricted like-
wise. Without their life- medium, without the exchange of their par tic u-
lar powers, individuals do not live. Th e intercourse of men does not origi-
nate from their essence; it is their real essence.16

In Hess’s view, the relation of man and nature is intercourse. More concretely, 
it is metabolism (Stoff wechsel), or material exchange. In German, Wechsel 
literally means “exchange,” so that the relation of humans to nature is one of 
intercourse or exchange. Th is is an important point when we consider 
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Marx’s “natural history” perspective— as well as when we consider environ-
mental problems.

Hess next points out that this sort of relation between man and nature 
necessarily takes place by way of a certain kind of social relation between 
people. Th is too consists of a kind of intercourse. In this case, Hess cites 
as modes of intercourse plunder (“murder- for- gain”), slavery, and the traffi  c 
in commodities.17 In his view, as traffi  c in commodities expands, this mode 
replaces plunder and slavery (that is, the use of violence to steal the prod-
ucts of others or to force them to labor), yet in the end this amounts to carry-
ing them out in another form, through the means of money. Th is is because 
a person who possesses money is able to coerce others. In this, the various 
capabilities of people are alienated from them in the form of money. More-
over, the division and coordination of people’s labor come to be or ga nized 
by capital, regardless of their intention.

Hess believed that a truly communal form of intercourse would become 
possible only aft er the passing of the capitalist economy. Since in a capitalist 
system people carry out cooperative enterprises under the sway of capital, 
they need to abolish the capital that is their own self- alienation and manage 
their cooperative production according to their own wills in order to see the 
realization of an “organic community.” Th is is another name for what Pierre- 
Joseph Proudhon proposed as “Associations,” or cooperative production. In 
a sense, Marx too held to this view throughout his life.

Th at Marx at the stage of the Economic and Philosophical Manuscripts 
(1844) was infl uenced by Hess’s theory of intercourse is obvious, and as the 
quoted passages show, this carried over into Th e German Ideology as well. 
But aft er this, as Marx plunged deeply into the specialized study of econom-
ics, he began to limit his use of the word intercourse to its ordinary meaning. 
Th is cannot be detached from the fact that in Capital he focused exclusively 
on research into one form of intercourse, that of the capitalist economy that 
was established with the expansion of trade (commodity exchanges) be-
tween communities. Most likely, this is what led him to give only secondary 
consideration to the domains of state, community, and nation. But rather 
than criticize Marx for this, we should devote ourselves to the task of ex-
tending the work Marx carried out in Capital into the domains of state and 
nation.

Beginning from its foundational mode of exchange, commodity exchange, 
Marx explicated the totality of the complexities of the capitalist economic 
system. Far from being the material base, this capitalist economic system, 
woven out of money and credit, is something more akin to a religious world 
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whose existence is based on faith— in other words, credit. It is not some-
thing that can be explained solely through the capitalistic mode of produc-
tion. Th e same is true for state and nation. Th ey may appear to be merely 
ideological or abstract, but they are rooted in fundamental modes of ex-
change, just as is the capitalist system— the state in mode of exchange B 
and the nation in mode of exchange A. Th ese are not simply ideological or 
repre sen ta tions. Th e modern capitalist economy, state, and nation histori-
cally took shape through the combination and subsequent modifi cation of 
the fundamental modes of exchange.

“Exchange” between Man and Nature
In order to deal with state, nation, and capital comprehensively, we must 
rethink them, starting from exchange, broadly defi ned— that is, from the con-
cept of intercourse. Moreover, replacing the concept of production with 
that of exchange has special signifi cance today. As I noted, Marx’s emphasis 
on the concept of production arose because his fundamental understanding 
of humanity situated it within its relation to nature. Th is is something he 
learned from Hess, seeing it as metabolism— in other words, as exchange. 
Why is this of importance? For example, when we produce something, we 
modify raw materials, but at the same time we also generate unnecessary 
waste products and waste heat. Seen from the perspective of metabolism, 
these sorts of waste products must be repro cessed. When microorganisms 
in the soil repro cess waste products and make them reusable, for example, 
we have the sort of ecosystem found in the natural world.

More fundamentally, the earth’s environment is a cyclical system that 
circulates air and water and fi nally exports entropy into outer space in the 
form of waste heat. If this circulation  were blocked, there would be an ac-
cumulation of waste products or of entropy. Th e material exchanges (Stoff -
wechsel) between man and nature are one link within the material exchanges 
that form the total earth system. Human activity is sustainable when it relies 
on this sort of natural circulation to obtain its resources and recycle its 
waste products.18 Until the beginning of capitalist industrial production, 
human production did not result in any major disruption of the natural eco-
system. Waste products generated by people  were pro cessed by nature, a 
system of material exchanges (metabolism) between man and nature.

In general, however, when we consider production, we tend to forget about 
its waste products.19 Only its creativity is considered. Th e production we 
fi nd in the work of phi los o phers such as Hegel follows this pattern. Even 
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Marxists who attacked this sort of Hegelian thought as idealism failed to 
see production in materialist terms. Th ey failed to think of production as 
something inevitably accompanied by the generation of waste products and 
waste heat. As a result, they could only think of production as something 
positive and believed that any evil in it must be the result of human exploi-
tation or of class domination.20

As a result, Marxists in general have been naively positive in their view of 
progress in productive power and scientifi c technology. Accordingly, criti-
cisms of Marxists made by ecologists are not off  the mark. But we cannot 
say the same for Marx himself. In Capital he points out that capitalist agri-
culture “disturbs the metabolic interaction between man and the earth, i.e. 
it prevents the return to the soil of its constituent elements consumed by 
man in the form of food and clothing; hence it hinders the operation of the 
eternal natural condition for the lasting fertility of the soil.” 21 His source 
 here was the German chemist Justus von Liebig, the originator of chemical 
fertilizer agriculture as well as its fi rst critic: he was the fi rst to advocate a 
return to a circulation- based system of agriculture. Marx writes,

Moreover, all progress in capitalist agriculture is a progress in the art, 
not only of robbing the worker, but of robbing the soil; all progress in in-
creasing the fertility of the soil for a given time is progress towards ruin-
ing the more long- lasting sources of that fertility. Th e more a country 
proceeds from large- scale industry as the background of its development, 
as in the case of the United States, the more rapid is this pro cess of de-
struction. Capitalist production, therefore, only develops the techniques 
and the degree of combination of the social pro cess of production by si-
multaneously undermining the original sources of all wealth— the soil 
and the worker.22

Here Marx criticized not only capitalism’s exploitation of workers but also its 
exploitation of nature, which destroys the natural balance of soil and humans. 
He moreover argues that the “moral of the tale, which can also be extracted 
from other discussions of agriculture, is that the capitalist system runs coun-
ter to a rational agriculture, or that a rational agriculture is incompatible 
with the capitalist system (even if the latter promotes technical development 
in agriculture) and needs either small farmers working for themselves or the 
control of the associated producers.” 23 What he has in mind  here is neither 
large- scale capitalist superfarms nor large state- run collective farms. Marx is 
arguing that the management of agriculture should be carried out by associ-
ations (federations) of small- scale producers.
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Seen from this perspective, Marx’s thesis in “Critique of the Gotha Pro-
gram” should be clear. Th e Gotha Program was adopted as party platform 
upon the inauguration of the German Social Demo cratic Party, with the 
support of both the Marx and Lassalle factions. Upon reading it though, 
Marx privately mounted a biting critique. One of the platform’s key points 
lay in the assertion, based on Ferdinand Lassalle’s thought, that labor was 
the source of all wealth and civilization. Marx rebuts this: “Labour is not the 
source of all wealth. Nature is just as much the source of use values (and it is 
surely of such that material wealth consists!) as labour, which itself is only 
the manifestation of a force of nature, human labour power.” 24 Identifying 
human labor as the ultimate source of value is precisely the view of indus-
trial capitalism. Marx is critical  here of the view that puts industrial produc-
tion at the center (a view shared not only by Lassalle but also by most mem-
bers of the Marx faction at the time). In this we see the continuing relevance 
of the “natural history” perspective that sees man and nature in terms of 
metabolism, which had been part of Marx’s thought since the beginning. In 
addition, Marx rejects the Lassalle faction’s proposal to have the state pro-
mote producer cooperatives. In Marx’s view, the point was not to have the 
state foster associations but rather to have the development of associations 
lead to the disappearance of the state. In reality though, when Marxists have 
seized power they have generally or ga nized producer cooperatives through 
the state, whether in the form of collective farms or of people’s communes.

Widespread awareness of the signifi cance of this “metabolism” and “ma-
terial exchange” arose only aft er the adoption of fossil fuels, especially oil. 
Th e use of these fuels meant that metabolism was no longer a problem 
limited to the realms of agriculture and land. Oil is the raw material for de-
tergents, fertilizers, and other chemical products, in addition to being an 
energy source. Th e industrial waste products generated in these uses have 
unleashed global (worldwide) environmental problems. As I noted, the global 
environment is a kind of heat engine. A cyclical system is maintained by 
using the pro cesses of atmospheric and water circulation, with entropy fi -
nally exported to outer space in the form of waste heat. Disruptions in this 
cycle will unavoidably lead to environmental crises such as climate change 
and desertifi cation, and, ultimately, accumulated entropy will lead the global 
environment to “heat death.”

Th is situation is brought about by man’s exploitation of nature. But to see 
this solely as a relation of man and nature, that is, as a problem of technology 
or civilization, is deceptive. Such a view conceals the relations of exchange 
between people that lie behind the exchange relationship between people 
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and nature. In fact, the fi rst environmental crisis in world history was pro-
duced by Mesopotamian irrigation agriculture, which resulted in deserti-
fi cation. Th e same phenomenon was seen in the Indus and Yellow River 
civilizations. Th ese  were the earliest examples of institutions (states) that 
simultaneously exploited people and nature (the soil). In our industrial 
capitalist society, we now see this being carried out on a global scale. If we 
fail to grasp the problems of the exchange relations between people and the 
Capital- Nation- State form that these bring about, we will never be able to 
respond to these environmental problems.

Th e History of Social Formations
I have said that I will rethink the history of social formations from the per-
spective of modes of exchange. Th e historical stages of development of so-
cial formations discussed in Marx’s “Forms Preceding Capitalist Formations” 
(Grundrisse)— the primitive clan, Asiatic, ancient classical slave system, Ger-
manic, and capitalist modes of production— are my point of departure for 
this.25 With some additional qualifi cations, this classifi cation system is still 
valid today.26

Th e fi rst qualifi cation is to remove Marx’s geo graph i cal specifi cations. 
For example, what Marx calls the Asiatic social formation is not limited 
to Asia in any strict sense. It can also be found in Rus sia, the Americas (the 
Incas, Mayans, Aztecs), and Africa (Ghana, Mali, Dahomey). Similarly, 
the feudal mode is not limited to Germania— we see a similar phenomenon 
in Japan, aft er all. For these reasons, we must remove the geo graph i cal spec-
ifi cations in order to see social formations structurally.

Th e second qualifi cation is that we should not regard these formations as 
marking the successive stages of a linear historical development. Originally, 
Marx’s historical stages came about as a materialist rephrasing of Hegel’s Th e 
Philosophy of History. Hegel regarded world history as the pro cess of realiza-
tion of universal freedom. It started from Africa, passed through Asia (China, 
Indian, Egypt, Persia), then onto Greece and Rome, from there to Germanic 
society, and fi nally to modern Eu rope. It was a development from a stage in 
which no one was free to a stage in which only one person was free, then one 
in which a minority  were free, and fi nally a stage in which all  were free. Marx 
dismissed this as an idealistic approach and rethought world history from 
the perspective of modes of production, that is, of who owned the means of 
production. In this way, he arrived at an ordering that began with the 
primitive- communism mode of production, followed by the Asiatic mode of 
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production in which the king owns everything, the Greek and Roman slav-
ery system, and then the Germanic feudal system. Table 3 presents the 
schema of Marx’s historical stages as defi ned by mode of production.

According to Marx, the Asiatic agricultural community was the fi rst for-
mation to develop from clan society, and it constituted the economic base 
for the Asiatic state. But in fact the Asiatic agrarian community was not some-
thing that developed as an extension of clan society; it was instead estab-
lished by the Asiatic state. For example, large- scale irrigation agriculture 
was or ga nized by the state and subsequently gave shape to the agrarian com-
munity. While it may appear as if it  were something that developed out of 
clan society, this was not the case. We actually see stronger continuity with 
earlier clan societies in the cases of Greek and German societies.

It is a mistake to see the Asiatic state as the primary stage of develop-
ment. Th e Asiatic state as it appeared in Sumer and Egypt was characterized 
by bureaucratic structures and standing armies with a remarkably high de-
gree of development— a level that would take states in other areas many 
years to reach, in some cases taking until the modern period. Th ese central-
ized states took form through rivalries among multiple city- states. In Greece, 
on the other hand, the city- states remained in de pen dent and  were never 
unifi ed. Th is was not due to Greek civilization being more advanced; to the 
contrary, it was because the principles of reciprocity persisting since the 
period of clan societies retained a strong infl uence. Th is is one of the causal 
factors that led to the rise of democracy in Greece.

Th ese problems cannot be explained through modes of production. Th at 
perspective remains blind to, for example, the epochal signifi cance of Greek 
and Rome in terms of historical stages. It is absurd to try to explain Greek de-
mocracy and the culture linked to it through the slavery- system mode of 
production. Th e Greek slavery system was necessary only to secure the 
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 democracy of the city- state—that is, to preserve the freedom and equality of 
citizens. For this reason, the fi rst question to ask  here is how this freedom and 
equality developed. To answer this, we need to employ the perspective of 
modes of exchange.

It is crucial to realize that the various social formations— clan, Asiatic, 
ancient classical, and Germanic— are not successive linear historical stages 
but instead exist simultaneously and in mutual interrelationship. Because 
each social formation exists in a world of mutual interrelationships, none 
can be considered in isolation. On this point, my thinking is in agreement 
with the “world systems” theory proposed by Immanuel Wallerstein and 
Christopher Chase- Dunn, among others.27 Th e latter distinguishes between 
very small systems (what Wallerstein calls mini- systems) in which no state 
exists, world- empires that are ruled by a single state, and world- economies 
in which multiple states engage in competition without being unifi ed po liti-
cally. When we view these distinctions in terms of modes of exchange, we 
obtain the following results.

Mini- systems—in other words, world systems that exist prior to the rise of 
the state— are grounded in the principle of reciprocity. Next, in the case of 
world- empires, we have a world system in which mode of exchange B is domi-
nant, while in world- economies we have one in which mode of exchange C is 
dominant. What I want to emphasize  here, though, is that these distinctions 
are not based on scale or size. A world system grounded in principles of reci-
procity is generally small, yet if we look at the Iroquois Confederation of 
tribes, we realize that it is possible for such a system to extend across a vast 
space. Th is also explains the secret of the vast empire built up by the nomad 
tribes of Mongol. Locally, each country in the empire was an instance of Asi-
atic despotism, but mutual relations in the community formed by the rulers of 
these countries  were based on the reciprocity of a tribal confederation. By 
comparison, other world- empires, including the Roman Empire,  were local.

Marx’s Asiatic social formation is characterized by a system in which one 
community gains ascendance over another and mandates compulsory ser-
vice or tribute payments. In other words, it is a system in which mode of 
exchange B is dominant. Of course, there are various kinds of systems in 
which mode of exchange B is dominant, including feudal and slavery sys-
tems. Th ey diff er in whether the principle of reciprocity still remains intact 
within the ruling community. If it remains, it is diffi  cult to establish a central-
ized order: establishing a centralized order requires abolishing reciprocity 
among the ruling classes. Only then are a central authority and the or ga ni za-
tion of a bureaucratic system possible.



On Modes of Exchange 23

Th is does not mean, however, that the other modes of exchange do not 
exist within an Asiatic social formation. For example, excepting the tribute 
payments and compulsory ser vice that are imposed on it, a local agrarian 
community under Asiatic despotism remains self- governing in internal mat-
ters and is grounded in an economy based on reciprocity. Which is to say 
that mode of exchange A maintains a strong presence. Yet such agricultural 
communities are largely created through irrigation projects or acts of con-
quest or ga nized by the state, meaning they are dependents of the state 
(monarchy). On the other hand, mode of exchange C also exists in Asiatic 
social formations: in them, we fi nd both trade and cities. Th eir cities are 
frequently on a very large scale, but they are usually under the control of a 
centralized state. In this sense, in Asiatic social formations, modes of ex-
change A and C exist, yet mode of exchange B is dominant.

Next, Marx argues that what he calls the ancient classical and Germanic 
social formations  were grounded in slavery and serfdom systems, respectively. 
Th is means that these formations’ primary principle lies in mode of exchange 
B. Accordingly, Samir Amin regards feudal systems as being a variation 
of the tribute system state. In this aspect the Greco- Roman and Germanic 
social formations  were clearly similar to the Asiatic social formation, but 
they  were quite diff erent in other aspects. Th is becomes apparent when we 
look at the degree to which reciprocal mode of exchange A persisted within 
the ruling community. In Greece and Rome, centralized bureaucratic sys-
tems  were rejected. For this reason, they never established centralized orders 
capable of unifi ed rule over multiple communities and states. Th ey became 
world- empires only when they adopted the form of the Asiatic world- empire, 
as happened under Alexander III (Alexander the Great). In Eu rope world- 
empire existed only nominally; the reality was continuous struggle among 
feudal lords. Because no powerful po liti cal center capable of controlling trade 
existed, marketplaces and cities tended to have autonomy. Th is explains why 
the so- called world- economy developed there.

Wallerstein maintains that the world- economy appeared fi rst in sixteenth- 
century Eu rope. But world- empire and world- economy do not necessarily 
form stages in a linear historical development. As Fernand Braudel notes, 
world- economy existed before this— in, for example, ancient classical soci-
eties.28 In these we fi nd trade and markets not under state control. Th is is a 
decisive diff erence from the Asiatic world- empire. Still, these world- economies 
did not exist in isolation. While receiving the benefi ts of this world- empire, 
they existed on the submargin, where they  were buff ered from military or 
po liti cal subjugation.
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Taking the example of western Asia, when Mesopotamian and Egyptian 
societies developed into vast world- empires, the tribal communities on their 
peripheries  were either destroyed or absorbed. Yet at the same time, the Greek 
cities and Rome  were able to develop into city- states. Th ese imported the civi-
lization of western Asia— namely, its writing systems, weapons, and religions, 
among other things— but they did not adopt the model of a centralized po liti-
cal system and instead revived the direct democracy that had existed since 
the days of clan society. Th is option for dealing with the center was possible, 
however, only because they  were situated at a certain distance from it. Karl 
Wittfogel called this sort of region a “submargin.” 29 If regions  were too close 
to the core, as in the case of the “margin,” they would have been dominated by 
or absorbed into the despotic state. If they  were too far away, on the other 
hand, they would likely remain untouched by either state or civilization.

If we say that Greece and Rome  were established on the submargin of 
the Oriental empires, then we can also say that feudalism (the feudal social 
formation) was established in Germanic tribal societies, which  were on the 
submargin of the Roman Empire. More precisely, they  were situated on 
the  submargin of the Islamic empire, which reestablished the west Asian 
world- empire in the wake of the fall of the Roman Empire. Eu rope’s inheri-
tance of Greek and Roman culture took place through the Islamic world. In 
that sense, the Hegelian notion of a linear development from Greece and 
Rome to Germany is nothing more than a Eurocentric fi ction.

What more than anything distinguishes feudalism from a despotic tribute- 
based state is the per sis tence or lack of the principle of reciprocity within 
the ruling- class community. A feudal order is established through a bilat-
eral (reciprocal) agreement between the lord and his retainers. Th e lord 
grants feudal domains to his retainers, or he provides them with direct sup-
port. In return, the vassals off er loyalty and military ser vice to the lord. 
Because this agreement is bilateral, if the lord fails to fulfi ll his obligations, 
retainers may abrogate their allegiance to him. Th is is not something that 
developed from Greece or Rome. It arose instead from the principle of reci-
procity that had persisted since clan society, a principle that had vanished in 
Greece and Rome and that did not permit the king or chief to assume an 
absolute position. Th e Germanic peoples inherited the civilizations of the 
Roman and Islamic empires but rejected the bureaucratic hierarchies of 
the despotic state. As I have already noted, this is a stance possible only on 
the submargin of a world- empire. It is, moreover, not something limited to 
western Eu rope (Germania): in the Far East, Japan too had a feudal system. 
Th e Japa nese actively imported China’s civilization in all areas, but they 
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implemented only the surface trappings of the Asiatic despotic state and its 
attendant ideologies.

In feudal systems that refused the establishment of a centralized state, 
trade and cities  were able to develop outside of state control. In concrete 
terms, western Eu ro pe an cities took advantage of ongoing struggles between 
the pope and kings and between feudal lords to establish their own in de-
pen dence. In agricultural communities too, we see the transformation of 
land into private property and the rise of commodity production. In this 
sense, the feudal order led to the rise of a world- economy system that was 
not unifi ed po liti cally. Herein lies the reason for why the capitalist world 
system arose from Eu rope. Th is schema can be seen in table 4.

Th e Modern World System
Finally, the capitalist social formation is a society in which mode of ex-
change C (commodity exchange) is dominant. We must approach this not 
from within a single social formation but rather through the interrelationship 
of social formations— that is, as part of a world system. Seen from the per-
spective of world systems, once the world- economy that developed from 
sixteenth- century Eu rope began to cover the entire world, the previously ex-
isting structure of world- empires, along with their margins and submargins, 
became untenable. As Wallerstein notes, what took its place was the world- 
economy structure consisting of core, semiperiphery, and periphery. In this, 
the previous world- empires found themselves situated in the periphery.

Just as it is impossible to understand the economy of a single nation with-
out reference to the world system, so too is it impossible to understand any 
single state in isolation, without reference to the world system. Th e modern 
state is a sovereign nation, but this is not something that appeared within 
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the boundaries of a single, isolated nation. In western Eu rope, the sovereign 
nation was established under the interstate system of mutually recognized 
sovereignty. What forced this to happen was the world- economy. Expand-
ing Eu ro pe an domination then forced a similar transformation on the rest 
of the world. Among the previous world- empires, those such as the Incas or 
Aztecs that consisted of loose tribal confederations underwent dissolution 
into tribal societies and colonization. Moreover, many tribal societies that 
existed on the margins of these former world- empires  were also colonized 
by the Eu ro pe an powers. But the old world- empires  were not easily colo-
nized. In the end, they  were divided up into multiple nation- states, as was 
the case with the Ottoman Empire. Th ose such as Rus sia or China that es-
caped this fate established a new world system through socialist revolution 
and thereby seceded from the world- economy.

Next let us examine this transformation from within a single social for-
mation. Th e rise to dominance of mode of exchange C does not mean the 
extinction of the other modes of exchange. For example, while it may ap-
pear that the previously dominant plunder- redistribution mode of exchange 
B has disappeared, in fact it has merely changed form: mode B has become 
the modern state. In western Eu rope, this was fi rst manifested in the form 
of the absolute monarch. Th e monarch allied with the bourgeoisie to bring 
about the fall of the other feudal lords. Th e absolute monarchy brought about 
the state equipped with a standing army and bureaucratic structure. In a 
sense, this was the delayed realization of something that had long existed in 
the Asiatic empires. Under the absolute monarchy, feudal land rent trans-
formed into land taxes. Th e aristocracy (feudal lords) who had lost their 
feudal privileges at the hands of the absolute monarch became state bureau-
crats who received the redistribution of these land taxes. At the same time, 
the absolute monarchy, by engaging in this redistribution of taxes, took on 
the garb of a kind of welfare state. In this way, the plunder- redistribution 
mode of exchange lives on at the core of the modern state.

Th e absolute monarchy was overthrown by the bourgeois revolution. But 
the bourgeois revolution actually strengthened the centralization of power 
by toppling the “intermediate powers” (Montesquieu) that  were capable of 
re sis tance under the absolutist order, such as the nobility and the church.30 
In this way, a society emerged in which the principle of commodity ex-
change was universally affi  rmed. Yet this does not mean that the previously 
existing modes of exchange  were abolished. Th e plunder- redistribution 
mode persisted; now, however, it took on the form of state taxation and re-
distribution. Moreover, the “people,” having replaced the king in the posi-
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tion of sovereign,  were subordinated to the politicians and bureaucratic 
structures that  were supposed to be their representatives. In this sense, the 
modern state is virtually unchanged from earlier states. In the previously 
existing states, whether Asiatic or feudal, mode of exchange B was domi-
nant, but the modern state takes on the guise of the now dominant mode of 
exchange C.

And what is the fate of reciprocal mode of exchange A in the capitalist 
social formation? Under it, the penetration of the commodity economy dis-
mantles the agricultural community and the religious community that cor-
responded to it. But these return in a new form: the nation. Th e nation is an 
“imagined community” (Benedict Anderson) based on reciprocal relations. 
It brings about in imaginary form a communality that transcends the class 
confl ict and contradictions caused by the capitalist system. In this way, the 
capitalist social formation is a  union (Borromean knot) of three forms, 
Capital- Nation- State.

So far we have revised the social formations that Marx described in terms 
of modes of exchange. But this alone is insuffi  cient. We must also take up 
one more instance: mode of exchange D. Previously I said that this would 
be the return of mode of exchange A in a higher dimension and that it 
would take the form of an X that transcends Capital- Nation- State (see ta-
bles 1 and 2). But this argument took up mode D only within the terms of a 
single social formation. Social formations always exist in relation to other 
social formations. In other words, they exist within world systems. Ac-
cordingly, mode of exchange D should be thought of at the level of a world 
system that includes multiple interrelated social formations. More pre-
cisely, it cannot be thought of in terms of a single isolated social formation. 
Th e sublation of Capital- Nation- State can be realized only in the form of a 
new world system.

To recapitulate, world mini- systems came into being through mode of ex-
change A, world- empires through mode of exchange B, and world- economy 
(the modern world system) through mode of exchange C. If we understand 
this, we can also understand how a world system X that supersedes these would 
be possible. It will come into being as the return of mode of exchange A in a 
higher dimension. In concrete terms, world system X will come into being not 
through the power of military force or money but through the power of the 
gift . In my view, what Immanuel Kant called “a world republic” was the ideal 
of this sort of world system. Table 5 diagrams this.

In the following chapters, I explore these fundamental modes of exchange. 
I will try to clarify how the social formations that take shape as combinations 
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of these and the world systems ended up taking the form of Capital- Nation- 
State and how it might be possible to supersede this. First, however, I would 
like to note several things. I treat these four primary modes of exchange as 
separate entities. In reality, they are interrelated and cannot be taken up in 
isolation from one another. Nonetheless, in order to see their relationships, 
we must fi rst clarify the phase in which each exists. As I have already ar-
gued, in Capital Marx bracketed off  the other modes of exchange in order to 
explain the system formed by commodity exchange. I will carry out a simi-
lar procedure with regard to the state and nation. Th is will provide the basis 
for seeing how state, capital, and nation are related to one another— how, in 
other words, these fundamental modes of exchange are related historically. 
In order to do this, I will distinguish four separate stages: world mini- systems 
that have existed since before the rise of the state, the world- empires that 
arose before capitalism, the world- economy that has emerged since the rise 
of capitalism, and fi nally the present and future.

Finally, to avoid any misunderstandings, let me make one last observation. 
I am not trying to write  here the sort of world history that is ordinarily taken 
up by historians. What I am aiming at is a transcendental critique of the rela-
tionships between the various basic modes of exchange. Th is means to expli-
cate structurally three great shift s that have occurred in world history. To do 
this is to set us on the trail to a fourth great shift : the shift  to a world republic.

Ta ble 5 World Systems

World- empire Mini- world system

World- economy
(modern world system)

World republic
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