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This article examines Marx’s excerpts on finance and the crisis of 1866, which
he wrote from September 1868 to September 1869.1 To my knowledge, there is
only one article co-authored by a group of Brazilian researchers dealing with
these excerpts.2 There is a great deal to learn from their careful description of
the panic in the financial world of London after May 1866, something that
Marx did not deal with explicitly either in the Exzerpthefte nor in his contem-
porary writings. At the same time, although notebook B 105 has an importance
of its own compared with the preceding and following notebooks, its character
and significance becomes plain only when examined together with these other
notebooks, since it is one of a series of studies that Marx pursued in a partic-
ular way.

The four notebooks B 101, B 102, B 105 and B 106 are filled with excerpts
to a great extent taken only from two original documentary sources. The re-
mainder of this article will therefore be devoted to the contents of Marx’
excerpts taken from The Money Market Review (issues from 19th May 1866 to
28th December 1867) and The Economist (issues from 1st January 1866 to

1 See IISH, Marx-Engels-Nachlass, Sign. B 101, B 102, B 105, B 106. The notebooks will be
published in MEGA➁ IV/19. This paper is a product of the editorial work on the texts included
in MEGA➁ IV/19 and of studies carried out by a group of Japanese researchers, including the
author of this article, during the period 2011 to 2015. For details of the way in which work was
done on the Section IV of MEGA➁, seeking to make a digital text from the original manuscript
of Marx and the problems arising during this work, see pp. 86–89 of Susumu Takenaga: Edi-
torial work on MEGA➁ in Japan [in Japanese]. In: Keizai Kenkyu, Institute of Economic
Research, Daito Bunka University. 2010, No. 23.

2 See João Antonio de Paula, Hugo E. A. da Gama Cerqueira, Alexandre Mendes Cunha, Carlos
Eduardo Suprinyak, Leonardo Gomes de Deus and Eduardo da Motta e Albuquerque: Notes on
a Crisis. The Exzerpthefte and Marx’s Method of Research and Composition. In: Review of
Radical Political Economics. Vol. 45, June 2013, No. 2, pp. 162–182. See also João Antonio de
Paula, Hugo Eduardo da Gama Cerqueira, Leonardo Gomes de Deus, Carlos Eduardo Supri-
nyak, Eduardo da Motta e Albuquerque: Investigating Financial Innovation and Stock Exchan-
ges. Marx’s Notebooks on the crisis of 1866 and structural changes in capitalism. In: Beiträge
zur Marx-Engels-Forschung.

Marx-Engels-Jahrbuch 2015/16. S. 71–102.

Neue Folge 2014/2015. Hamburg 2016, pp. 194–217.
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28th December 1867). I will examine the influence of these notebooks on
Marx’s theory of crisis and his view on the economic crisis of 1866. In the
conclusion, I will show how these studies are reflected in the indices Marx
compiled in order to organise his collected materials.

1. Marx’s Theory of Crisis and the Crisis of 1866

Marx began to read and excerpt again in the British Museum immediately after
finishing the proof corrections for Capital. Marx was preparing a new manu-
script, filling notebooks with many excerpts from economic literature, espe-
cially the theory of ground rent and related themes.3

The excerpts Marx took from newspapers for the final draft of Volume 2 of
Capital in the autumn 1868 started two years earlier (with 6th January 1866 for
The Economist, and with 19th May 1866 for The Money Market Review); and
through the three notebooks B 102, B 101 and B 105, he continued making
excerpts up to the end of 1868, more or less the time in which he was working.
In the latter part of Capital, Volume 1, published in the autumn of 1867, Marx
describes the course of the economic crisis until March 1867, this correspond-
ing to the final stages of the manuscript. We might suppose that he never
ceased looking for new material in newspapers. But Marx did not really make
any excerpts for a little more than one and a half years while he worked on the
draft of Capital, Book 1. In the meantime, the crisis, symbolised by the panic
of 10th May 1866, proceeded regardless of the progress of Marx’s own work.
This circumstance is very important to remember when considering the com-
position of the excerpts from The Money Market Review and The Economist
during September 1868.

a) Marx’s views on the crisis of 1866
and on the contemporary economic situation

Having moved to London after the defeat of the revolutionary movement in
continental Europe, Marx devoted himself to his economic studies, anticipating
the next crisis. He was constantly on the look-out for early symptoms of a new

3 For a general presentation of the notebooks to be included in IV/18, the contents of the books
excerpted there, and the study of ground rent during the mid–1860’s that Marx made from these
materials, see Susumu Takenaga: Marx’s studies on theories of ground rent in the mid–1860’s
[in Japanese]. In: Reading Marx from his Exzerpthefte: editorial work on Section IV of
MEGA➁ and studies of the notebooks included. Ed. by Teinosuke Ō̄tani and Tomonaga Tairako.
Tokyo 2013.
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crisis. A true crisis did appear in the autumn of 1857, just ten years after the
crisis of 1847 which had been the trigger for the European 1848 revolutions.
Immediately, Marx began drafting preparatory manuscripts that synthesised his
economic studies into a systematic work in advance of the expected emergence
of a new revolutionary movement. The result of this work is the first manu-
scripts for Capital, known today as the Grundrisse. At the same time, Marx
collected materials regarding the progress of the crisis, filling notebooks (to be
included in MEGA➁ IV/14) with excerpts and cuttings from mainly newspa-
pers. His letters and journal articles of the period show how much interest he
took in the development of the crisis. In particular, Marx continued sending
articles about the evolving situation in Europe to the New York Daily Tribune
in the United States, for which he worked as European correspondent. Very
detailed and exact information about his view of the crisis of 1857 and its
development can be gained from studying these articles and the Exzerpthefte
that he put together during this period.

In contrast, Marx wrote surprisingly little about the crisis of 1866 while it
was occurring (he had already stopped contributing to the New York Daily
Tribune). And while he had collected materials on the development of the 1857
crisis as it progressed, his work on the 1866 crisis only began in September
1868, more than two years after the panic in May 1866.4 Here we can obtain a
glimpse of how he viewed the situation at that time from the little documentary
evidence he left on the matter. On 10th May 1866, Overend, Gurney, & Co.,
Limited,5 a large discount bank in London, suspended payments, and then in
June went into liquidation, having unsuccessfully sought to improve short-term
liquidity through a share issue. At the time Marx was working on the final
draft of Capital, Book I. During the intervening two and a half years until he

4 Of the crises said to have occurred in the course of the nineteenth century, there were five in the
period that Marx was engaged in his economic studies: 1847, 1857, 1866, 1873 and 1882. From
the contents of the notebooks forming the volumes of Section IV of MEGA➁, it was only the
crises of 1857 and of 1866 to which he paid any systematic attention. The Exzerpthefte ex-
amined in this article only deal with the second and third of these five crises, and as will be seen
below, he later made little use of them.

5 Founded at the beginning of the nineteenth century as a bank discounting bills of exchange, the
company rapidly expanded to mid-century and at the same time, extending the range of its
business, in particular to speculative financial transactions, gaining many former clients of the
Bank of England in the process. By the mid–1860s it had grown to such a size that when it
collapsed it triggered the failure of more than two hundred other businesses, including banks.
The shock of its insolvency might be compared with the repercussions from the bankruptcy of
Yamaichi Securities in Japan in 1997, or of Lehman Brothers Holdings in the United States in
2008. The name of this bank was often in the newspapers 1866, and in the autumn of 1868
Marx made cuttings from the copies that he had kept.
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began taking cuttings from the 1866 newspapers, there are only two instances
where Marx and Engels directly mention the contemporary financial crisis in
letters, journal articles or published books: the two letters written just after the
panic began in May 1866, and some passages in the last part of Capital,
Volume I on capital accumulation.

Marx writes in his letter to Engels of 17th May 1866: “The present crisis
appears to me to be merely a premature, specifically financial crisis. It could
only become important if the business in the United States goes rotten, and
there would scarcely be time for that now. What effect is it having on you
cottonlords? And what effect has the fall in cotton prices had?”6 To this Engels
responds about a week later: “The panic has, at all events, come much too soon
and may possibly spoil a good solid crisis for us which would otherwise have
occurred in 1867 or 1868. If we had not simultaneously chanced to have the
big fall in cotton, we would barely have been affected by it here. The collapse
of the limited liability and financing swindles had after all been long foreseen
and hardly affected our trade at all.”7

We can see from these letters that Marx and Engels did not consider the
contemporary confusion in the financial world as sufficiently serious to trigger
a new and broader crisis. The tone of the letters suggests that they were instead
noting a situation that was “not so grave”. Marx calls it a “particular crisis”
centred on the financial world. It was not a “good solid crisis”, initiated by a
steep fall in a key industry (which in Britain at that time would have been the
textile industry, and the cotton industry above all) and then spreading to other
industries and sectors; the contemporary crisis seems to have been viewed as a
premature, independent event. Engels too writes that it “comes much too
soon”, as if anticipating the development of a real crisis one or two years later,
in “1867 or 1868”. Perhaps this view was based on the fact that the two former
crises of 1847 and 1857 through which they had lived were separated by a
period of ten years.

On the other hand, Engels is of the opinion that “limited liability and finan-
cial swindles” are factors giving rise to the current situation. After the intro-
duction of the Limited Liability Act in 1862, the maximum liability for losses
was limited to the amount invested, making it easier to raise money from a
large number of small investors to invest in business ventures, possibly
prompting the establishment of risky businesses seeking quick returns. The
Overend, Gurney bank had been re-incorporated as a limited liability company

6 Marx to Engels, 17 May 1866. In: MECW. Vol. 42, p. 278 (MEW. Vol. 31, p. 219).
7 Engels to Marx, 25 May 1866. In: MECW. Vol. 42, p. 279 (MEW. Vol. 31, p. 220).
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and was increasingly involved in financial transactions which coupled high
returns with high risk. In addition, surplus capital was flowing into financial
undertakings because of the comparative stagnation in other branches of busi-
ness, where there had been no major booms since the early 1860s (see below).
But Engels had “long foreseen” the results of this (and probably Marx also),
and so the events of the summer of 1866 were not seen by them as especially
significant. These two letters provide an insight into their assessment of con-
temporary conditions in the context of their earlier experience of the run-up to
the crisis of 1857.

It is well known that Engels was at that time managing a textile company in
Manchester, the centre of the English cotton industry. Marx asked Engels his
opinion about the situation of the cotton industry (a most important index for
judging the crisis), in response to which Engels reported that it was not yet
serious – there had been no notable boom in the recent past. This diagnosis
becomes relevant in the light of Marx’s later studies, as outlined below; how-
ever, this was only the early phase of a crisis and they might have felt it
worthwhile to see how the situation would develop.

In addition to the letters Marx and Engels exchanged following the panic of
May 1866, we can quote the related passages from Capital, Volume 1, which
contain further material regarding Marx’s view of the 1866 crisis before he
took the issue up in the autumn of 1868. The phrases below, belonging to the
latter part of Volume 1,8 show that Marx attached a great deal of importance to
the development of the cotton industry in understanding industrial cycles and
the related impact on the conditions of the working classes in general. On this
point there is no change in Marx’s position. In a sub-section discussing the
way in which the factory system repulsed and attracted workers, placed toward
the end of Section 4 “Machinery and Modern Industry” in Chapter 4 on “Pro-
duction of Relative Surplus Value”, he traces cyclical movements in the cotton
industry from the end of the eighteenth century to the beginning of the 1860s,
announcing that “The lot of the factory operatives will be best depicted by
taking a rapid survey of the course of the English cotton industry.”9 He draws
special attention to the importance of the cotton famine during the last of these
cycles, which lends a particular form to the industrial cycle after 1857 up to the
crisis of 1866–67: “The history of the cotton famine is too characteristic to
dispense with dwelling upon it for a moment.”10

8 Judged to have been written between late November 1866 and the end of March 1867.
9 Karl Marx: Capital. A Critique of Political Economy. Vol. 1. In: MECW. Vol. 35, p. 457

(MEGA➁ II/5, p. 371).
10 Ibid., pp. 458/459 (MEGA➁ II/5, p. 372).
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Capital Volume 1 presents a general theory of capitalist economy, and hence
does not develop any analysis of the industrial or business cycle for a particular
period; but if Marx had made a study of the 1866 crisis apart from his work on
Capital, we might suppose that the views expressed above would have been at
their core. The descriptions of the current crisis found in Capital were no more
than “illustrations” of the “general laws” demonstrated in that work. As such,
we find there an account of the progression of the crisis from 1866 up until the
last moment before Marx’s final draft. The crisis is depicted from the point of
view of the evolution of pauperism. In the chapter on “The General Law of
Capitalist Accumulation” he writes,

“one word on official pauperism, or on that part of the working class which has
forfeited its condition of existence (the sale of labour power), and vegetates upon
public alms. [. . .] The crisis of 1866, which fell most heavily on London, created in
this centre of the world market, more populous than the kingdom of Scotland, an
increase of pauperism for the year 1866 of 19.5% compared with 1865, and of 24.4%
compared with 1864, and a still greater increase for the first months of 1867 as
compared with 1866. [. . .] the fluctuation up and down of the number of paupers,
reflects the periodic changes of the industrial cycle.”11

There was not only a financial panic in May 1866 (if that were all, it would
have been called a “premature” or “partial crisis”), but alongside that, the
number of paupers (workers dependent upon relief) had been increasing from
1864. Marx clearly recognises that the crisis broke in this year, and it was
intensifying right up to the time he was drafting the phrases quoted above. We
do not find this observation in the exchange of letters from May 1866. Marx
goes on to identify the particularities of this crisis.

“It will be remembered that the year 1857 brought one of the great crises with which
the industrial cycle periodically ends. The next termination of the cycle was due in
1866. Already discounted in the regular factory districts by the cotton famine, which
threw much capital from its wonted sphere into the great centres of the money
market, the crisis assumed, at this time, an especially financial character. Its outbreak
in 1866 was signalised by the failure of a gigantic London Bank, immediately fol-
lowed by the collapse of countless swindling companies. One of the great London
branches of industry involved in the catastrophe was iron shipbuilding. The magnates
of this trade had not only over-produced beyond all measure during the overtrading
time, but they had, besides, engaged in enormous contracts on the speculation that
credit would be forthcoming to an equivalent extent. Now, a terrible reaction set in,
that even at this hour (the end of March, 1867) continues in this and other London
industries.”12

11 Ibid., p. 647 (MEGA➁ II/5, p. 527).
12 Ibid., pp. 660/661 (MEGA➁ II/5, p. 540).
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Marx considers the plunge into crisis (its onset) as the endpoint of an industrial
cycle; here the year 1866 is clearly placed at such an endpoint. This crisis is
marked by its “financial character”, attributed to the fact that superfluous cap-
ital, deprived of its outlet given the depression in the cotton industry arising
from the cotton famine, flowed into the London financial market and was used
for speculation in dubious bubble companies established in the wake of the
Limited Liability Act. By contrast, in the cotton industry, where superfluous
capital was normally invested, the high price of the raw cotton imported from
the United States prevented the expansion of the crisis through the first half of
the 1860’s, the years of cotton famine. Here the depression of 1866 was “dis-
counted” as such, so that only a financial panic drew attention to the state of
affairs. After 1860, the business cycle changed considerably (its rhythm, pe-
riodicity, character) owing to the “extra-economic” factor represented by the
Northern blockade of Southern export ports during the American Civil War.
Marx emphasised that while the 1866 crisis was financial, it was not brought
about by autonomous forces in the financial world.

Following the “failure of a gigantic London Bank”, a successive wave of
failures swept through speculative financial enterprises of all sizes. It is evident
that the “gigantic London Bank” is Overend, Gurney, & Co., but for some
reason Marx never calls this bank by its name. The wave of failures spread not
only through the financial world, but also through other sectors engaged in
financial transactions (the lending and borrowing of funds). Up until then,
enterprises could expand their business by increasing credit transactions with-
out reference to the real demand for their products or their solvency, given the
abundant funds with which they were furnished. Suddenly, these enterprises
had difficulties in recovering debts and procuring funds, and so became insol-
vent. This situation continued spreading and became aggravated by cascading
credit relations. For credit is double-edged. On the one hand, it can expand
industrial activity in a boom, while on the other it can mask excessive capital
investment and commodity production, and so thus exacerbate the crisis. In the
sentences quoted above relating to the “financial character” of the 1866 crisis,
Marx deals in part with the themes he had already discussed in chapter 5 of
Book III of Capital drafted in 1865. However, since the fundamental mecha-
nisms of banking and credit remain absent from Book I of Capital, the ex-
planation of these aspects of the crisis remained cursory and partial.

This is the general view on the 1866 crisis and its development that Marx
held before he started excerpting in September 1868 from The Money Market
Review and The Economist.
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b) The critique of political economy and the theory of crisis – the motivation
for constructing the Exzerpthefte during the autumn of 1868

In this sub-section, I will examine the place that the theory of crisis had in
Marx’s economic studies since the beginning of his economic research. In this
way we might be able to understand more about his purpose when, for a short
period in the later 1860s, he began making excerpts related to the crisis of the
mid–1860s, and what this might tell us about his economic research of that
time.

He began his studies of political economy in the mid–1840’s, although it
was not until the time of his London exile that he clearly began work on the
construction of a theoretical system conceived as a critique of political econ-
omy. He prepared his own theoretical system for analysis of the capitalist
economy in the expectation that a new crisis and a newly-emergent revolution-
ary movement centered upon England would return to Europe, despite the
phase of prosperity that followed recovery from the crisis of the later 1840s. In
this sense Marx’s critique of political economy is “essentially a political econ-
omy of crisis and revolution”.13

With the outbreak of a new crisis in the autumn of 1857, he began to draft a
critique of political economy by synthesising the studies he had undertaken
during the years in London, and within a few months, until early the following
year, he had filled seven notebooks, now known as the manuscripts making up
the Grundrisse. It can be said that Marx’s economic theory was aimed at a
theoretical explanation of the crisis. He wrote a brief foreword for these man-
uscripts entitled “Einleitung” before beginning systematic description. The
third part of this foreword “3) method of political economy” is a methodolo-
gical discourse of a kind that he never repeated, in which he gives a succinct
sketch of his methods of economic research. As a result of this methodological
reflection, as a kind of concretisation of this method,14 for the first time Marx
outlines a plan covering the entirety for his system of the critique of political
economy. The crisis appears as the last item, coupled with the world market:
“5) The world market and the crises”. Although he does not directly discuss
here the revolution or any revolutionary movement, we might suppose from
Marx’s engagement in the revolution of 1848 that there was a direct connec-
tion for him between the crisis and revolution, besides his understanding of the
movement of the entire capitalist world from world crisis to world revolution.
This is clearly evident in the grandiose vision contained in the Communist

13 Kinzaburō Satō: Capital and Uno Economics [in Japanese]. Tokyo 1968, p. 88.
14 Karl Marx: Grundrisse der Kritik der politischen Ökonomie. In: MEGA➁ II/1, p. 43.
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Manifesto that he wrote with Engels during the revolution of 1848. They
retained this vision until the end of their lives, at least in principle.15

According to his critique of political economy, the crisis could be ultimately
explained only in terms of global economic relations, presupposing the prior
elements of the system (which were enumerated in items 1 to 4 of the 1857
plan). This theoretical perspective on capitalist crisis remained unchanged until
the latter 1860s when Marx began to pay more attention to the history and
society of non-European regions, and to the regions on the European periphery.
This led to a questioning and relativisation of the strongly Eurocentric histor-
ical understanding16 that is also typical of the Manifesto, continuous with eigh-
teenth-century European Enlightenment thinking that had culminated in the
Hegelian philosophy of history that he had absorbed in his youth.

At the same time, since crisis was the symptom of an emergent revolution-
ary movement, Marx was always waiting for and anticipating its outbreak. In
his economic studies, Marx always seems to have had in mind crises as “big
storms on the world market, in which the antagonism of all elements in the
bourgeois process of production explodes”17. Because of this, in A Contribu-
tion to the critique of political economy and Capital, Volume 1, crisis is ever-
present. In the chapter on money that comes at the beginning of these writings,
in which Marx shows that commodity exchange must necessarily become me-
diated by money, we find the following: “The division of exchange into pur-
chase and sale [. . .] represents the general fragmentation of the associated
factors of this process and their constant confrontation, in short it contains the
general possibility of commercial crises”.18 And in Capital,

“The antithesis, use value and value; the contradictions that private labour is bound
to manifest itself as direct social labour, that a particularised concrete kind of labour
has to pass for abstract human labour; the contradiction between the personification
of objects and the representation of persons by things; all these antitheses and con-

15 They continued publishing new editions of Manifesto in many languages, each time adding a
new preface that reviewed contemporary developments.

16 The symptoms of these changes in Marx’s view on history are evident in the Exzerpthefte of the
1870s, none of which have so far been published in Section IV of MEGA➁. Apart from the
contents of the Exzerpthefte, Marx’s letter of 8th March 1881 to Vera Zasulich, a Russian
Narodnik activist, together with four drafts has often been discussed in connection with changes
in Marx’s view on historical developments. Of course, the contents of this letter must also be
placed in relation to the evolution of Marx’s thinking up to the time of its writing. Early
publication of these Exzerpthefte from Marx’s later years is desirable.

17 Karl Marx: A Contribution to the Critique of Political Economy. Pt. 1. In: MECW. Vol. 29,
p. 412 (MEGA➁ II/2, p. 240).

18 Ibid., p. 332 (MEGA➁ II/2, p. 165).
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tradictions, which are immanent in commodities, assert themselves, and develop
their modes of motion, in the antithetical phases of the metamorphosis of a com-
modity. These modes therefore imply the possibility, and no more than the possi-
bility, of crises. The conversion of this mere possibility into a reality is the result of a
long series of relations, that, from our present standpoint of simple circulation, have
as yet no existence.”19

These passages belong to the theory of money following the analysis of the
commodity, before Marx turns to the analysis of capital. Taken at their face
value, these statements would suggest that crisis is possible without the exis-
tence of capital only as long as exchange has a monetary form. But if crisis
means the impossibility of realising the value not only of some particular
commodities, but rather is characteristic of society in general, then a crisis
presupposing mere commodity circulation via money is not historically veri-
fiable; in any case, it differs from the kind of crisis Marx had in mind. Lacking
at this stage the theoretical means for proper analysis of a crisis, Marx speaks
of it only as a “general possibility”. He would continue in Capital to show that,
with full-fledged commodity circulation, the generalisation of a crisis could
not occur without the predominance of capital, although even this was not
elaborated at the level of the theory of the commodity and money. He always
had crisis in mind, since his entire system aimed at the theoretical explanation
of the necessity of crisis. Nonetheless, the scattered references to crisis
throughout Capital and its manuscripts are not to be taken as Marx’s theory of
crisis. These remarks lack the elaboration required for a theoretical explanation
of the phenomenon of crisis. This was reserved for the completion of his
system.

However, calls for a “systematisation of Marx’s theory of crisis”, or “dem-
onstration of the inevitability of crisis”,20 made repeatedly in foreign as well as
Japanese Marxist commentary, all aim at reorganising and synthesising the
various treatments of the subject that Marx had left scattered throughout his
writings. The principal locations in which these elements can be found are:
variations in wages linked to variations of capital accumulation in the last Part
of Capital, Volume 1; the balance between the two major sectors in Part 3 of
Book II on the “reproduction and circulation of the aggregate social capital”;

19 Marx: Capital. Vol. 1. MECW. Vol. 35, pp. 123/124 (MEGA➁ II/5, p. 74).
20 For concrete examples and analysis of these provisional statements, see System of the theory of

crisis and industrial cycle [in Japanese]. Ed. by Ryōzō Tomizuka and Taisuke Yoshihara. Tokyo
1997. Also Yoshihiro Takasuka: Marx’s vision of competition and crisis [in Japanese]. Tokyo
1985, presents refutations to the attempt at recomposing a systematic theory by gathering
together various arguments of Marx relating to crisis, and making use of the then available
documentary materials.
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discussions of the long-term dynamics of the rate of profit in Part 3 of Book III
on “the law of the tendency of the rate of profit to fall”; discussion of the
influence of variations in the rate of interest and of credit21 on the process of
capital accumulation in Part 5 of Book III, on “division of profit into interest
and profit of enterprise; interest-bearing capital”; and the detailed critique of
Ricardo’s theory of capital accumulation in Theories of surplus value.22 Marx
discusses various aspects of crisis phenomena at these points, in some cases
entering into considerable detail, but he does not provide a unified theoretical
account of the crisis as a moment in the industrial cycle. In particular, no clear
distinction is made in these fragments between the industrial cycle as a peri-
odic movement and the long-term dynamics of the capitalist mode of produc-
tion, such as differences in the speed of development between sectors, parallel
movements in the rates of profit and of interest, and so forth. We do not find a
theory that permits us to grasp crisis phenomena as a phase that appears nec-
essarily as part of the cyclical movement of world capitalism with a definite
and regular periodicity.

The problem of the place of a theory of crisis in Marx’s critique of political
economy is closely related to a broader problem: that of the extent to which the
material he left at his death corresponds to the various statements he made
about his plans,23 whether this plan of his system was maintained as it had
originally been conceived in 1857 or underwent a certain change. The problem
of plan has been intermittently debated for more than a century in the history
of Marxian economics.24 After having drafted the initial plan for his economic
work, Marx modified it several times, f. i. in the manuscripts of 1861–63 and in

21 Marx’s discussion on credit in the capitalist mode of production in Part 5 of Capital, Book III
does not correspond to credit as an item in his earlier Plan of the critique of political economy.
On this point, see my article that draws on Teinosuke Ō̄tani’s enduring research, Susumu
Takenaga: On Prof. Ō̄tani’s studies of the manuscripts of Chapter (Part) 5 of Book Three of
Capital [in Japanese]. In: Economic Journal (Daito Bunka University). 2005, No. 84.

22 Karl Marx: Zur Kritik der politischen Ökonomie 〈Manuskript 1861–1863〉. In: MEGA➁ II/3,
p. 1093–1165.

23 Given that Section II of MEGA➁, comprising the literary legacy relating to Capital, was com-
pleted in 2012, previous discussions based only on a limited body of material needs reconsid-
eration.

24 Although now somewhat neglected, a great deal of study has been devoted to the problems of
Marx’s plans in different countries, including Japan. This problem remains of great importance
in the study of Capital and its manuscripts. I cannot enter here into details, but can refer only to
the following articles which were highly estimated in Japan from the time of their publications
as epoch-making: Kinzaburō Satō: System of “critique of political economy” [1954] and Cap-
ital – particularly the Grundrisse [1967]. In: id., Introduction to the study of Capital [in Japa-
nese]. Tokyo 1992, chs. 1 and 2.
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his numerous letters. The most important characteristic of the changes in these
plans is that the grand design deployed in the primary plan disappeared to give
way to a more detailed description of the contents of its first parts. This is a
natural change which took place while Marx continued his work according to
the initial grand plan, with the result that the contents of the first parts grad-
ually took shape. The problem is what Marx thought of the latter parts of the
initial plan, parts left out from the later plans of, hardly mentioned there at all.

In the plans for Capital which replaced those for the critique of political
economy, some elements were abandoned. It appears that Capital then came to
correspond to the whole of this new plan (at least its main section). This is the
view of those who claim that there was a change in the plan. For those who
claim that there was consistency in the plan, the contents of the new plan were
only an extension of the first part, “capital in general” (or the “general analysis
of capital”, as it came to be called later), in the first item (I. Capital) of the
initial plan. This had in 1859 consisted of six major sections: I. Capital;
II. Landownership; III. Wage Labour; IV. State; V. Foreign Trade; VI. The
World Market. Sections II to VI were thus not included in Capital Books I, II
and III, and were to be realised later as continuations of the argument (al-
though they never materialised). The place of the three published volumes
(containing three Books) of Capital in Marx’s scheme of study have therefore
been interpreted in very different ways. Clues providing evidence for one view
or the other can be found only within Capital and its manuscripts. Among
these materials there are qualifications and reservations hinting at the place
various elements should assume in the system as a whole. Exhaustive study of
the plans and their problems would require an exorbitant amount of work,
consisting in contrasting plans and suggestions with the actual theoretical out-
come, comparing and examining them in their respective contexts. In this
article I opt for the view claiming consistency in the plan. From this point of
view, as already suggested, theoretical explanation of the crisis within the
economic system of Marx is reserved for a later part of his work for which no
manuscripts were left at his death in 1883.25

25 Samezō Kuruma maintained before the Second World War that Marx’s treatment of economic
crises had to be based on the “consistency in the plan”. See Samezō Kuruma: Study of the
theory of crisis – a preparation for further development of scientific research on the crisis. In:
Journal of Ō̄hara Institute for Social Problem Research. Vol. 6, 1929, No. 1; id., Confirmation
of Marx’s theory of crisis. In: Journal of Ō̄hara Institute for Social Problem Research. Vol. 7,
1930, No. 2 (both in Japanese and included in id., Research on the crisis. Augm., ed. Tokyo
1965, chs. I and II). In his “Preface to the augmented new edition” (1965), Kuruma reviews his
pre-war work with reference to the Grundrisse, which only became available after the War. He
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So, what purpose did Marx have in mind for excerpting from issues of
newspapers and periodicals from more than two years previously, beforehand
beginning in September 1868 and continuing for another year, but concentrated
in the period from the autumn of 1868 to the spring of 1869? As seen above, as
soon as he had completed and delivered Capital Volume 1, he resumed in mid-
August 1867 his reading and excerpting in the British Museum. He also in-
tended to draft the manuscripts relating to Volume 2, which was (according to
his plan) to include Books II and III of Capital.

In the letter to Engels of 14th November 1868, Marx reports,

“Since practice is better than all theory, I would ask you to describe to me very
precisely (with examples) how you run your business quant à banquier etc. So.
I. The method in purchasing (cotton, etc.). With regard only to the monetary way of
doing the things; the bills; time for drawing them etc. 2. In sales. Bill settlement with
your customers and your London correspondent. 3. Settlements and operations (cur-
rent account etc.) with regard to your banker in Manchester. Since the 2nd volume is
largely too theoretical, I shall use the chapter on credit for an actual denunciation of
this swindle and of commercial morals.”26

What he is asking Engels about is not the business of bank and bill broker in
themselves, but he is asking Engels, a factory manager, how these sectors
relate to the transactions of industrial capital. This is a subject closely relating
to the theme of the “chapter on credit” of Book III. And, the “swindle and
commercial morals” Marx mentions and which he plans to include in this
“chapter” were also among the subjects treated in the articles in The Money
Market Review and The Economist during 1866 to 1867, from which he was at
the time making excerpts. It is probable that Marx had the intention of making
use of these excerpts in chapter 5 of Book III, to be finished in the near future.

says that the Grundrisse and the later writings of Marx then available do not differ, in that both
of them adopt the framework of “capital in general”; there is therefore no need to change the
conclusion reached before the war, but that “capital in general” as Marx conceived it for the
first time in the Grundrisse was much narrower in scope than “capital in general” as Kuruma
had envisaged it before the war, on the basis of the writings dated after the Grundrisse. It can be
said that the nature of “capital in general” underwent a degree of extension (the concepts of
average profit, price of production and competition, and ground rent as far as was necessary for
the explanation of these two concepts, were integrated into the framework of “capital in gen-
eral”). This is virtually an ex-post confirmation of the conclusion of Satō’s first article noted
above. Or perhaps, considering the sequence of their researches, it was rather Satō’s article that
reconfirmed the conclusion of Kuruma’s pre-war article by going back to the Grundrisse.
Besides, the work of Takasuka given in fn. 20 can be said to place the theory of crisis in Marx’s
theoretical system in the same position as Kuruma.

26 Marx to Engels, 14 November 1868. In: MECW. Vol. 43, p. 160 (MEW. Vol. 32, p. 204).
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From the above we know that Marx had an interest in both ground rent and
credit, which are among the main themes dealt with in Book III, and for which
he was collecting materials for the final manuscript. He placed the develop-
ment of Volume 2 at the centre of his work at that time. Although the publi-
cation of the following volume became a lesser priority compared with the rate
of work in the autumn 1867, just after the publication of Capital, Volume 1,
there was no change in his plan for completing and publishing it in the near
future. Marx continued his efforts to realise this plan. Considering these mat-
ters, his work on some Exzerpthefte seems to have been a part of his research
work for Volume 2. At that time, he made no specialised study of the crisis that
did not relate directly with the work he had commenced in the early 1860s.

However, Marx as a revolutionary never lost interest in the phenomenon of
crisis. When there was a panic in London caused by the suspension of pay-
ments by a major bank in May 1866, it naturally drew the attention of Marx
and Engels. But their attitude toward this event was rather detached, consid-
ering it necessary to await further developments. In any case, Marx was at the
time working on the draft of Capital Volume 1, which took all of his attention.
Indeed, as we have seen above, for one and half years from the beginning of
1866 to August 1867 Marx stopped making excerpts. He only began this
activity again in September 1868, when he added to the excerpts in notebook
B 108 on the theory of ground rent; he then resumed making excerpts and
collecting newspaper cuttings from the period 1866 to the end of 1868 for his
studies on credit, which were linked to crisis phenomena and which would be
another main theme for Book III. Of course, periodicals and newspapers run
parallel to the developing situations. Making excerpts retrospectively for the
preceding two or three years following the occurrence of the financial panic
was an extremely convenient way for following the course of the crisis in a
relatively short time. Though having as its fundamental object the preparation
of Book III, this work also aimed at the empirical observation of a particular
crisis. Besides, Marx already knew by the beginning of 1867 that this crisis
had “an especially financial character”.27 And so concrete observation of this
crisis was also relevant to his preliminary work for a chapter in Book III on the
topic of credit.

The work of making excerpts and collecting cuttings begun in September
1868 was rather complex: Marx was studying the crisis of 1866 as well as
preparing Volume 2. The 2013 article by de Paula et al. treats Marx’s work at
this time exclusively as a study of crisis. While I do not deny that it has this

27 Marx: Capital. Vol. 1. MECW. Vol. 35, p. 641 (MEGA➁ II/5, p. 540).
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feature, I believe that its broader character (including the problem of the place
of crisis in Marx’s theoretical system) should be put within the context of the
studies that Marx had completed up to that point. Moreover, Marx actually
follows in these excerpts the course of this crisis, attaching importance to its
monetary and financial aspects.

This may be why the excerpts from The Money Market Review, which
specialised in money and finance, are of great significance. Founded in 1860,
this newspaper was a relatively new weekly at that time, and Marx used it for
excerpts only on this occasion. The Economist was also important, serving
Marx and Engels as an important source for many years. This remained the
same for the excerpts of 1868–69, but here The Economist as a general econ-
omic periodical offering a broad range of economic information seems to have
played a subordinate role with respect to The Money Market Review as a
specialist publication. Marx began excerpting from The Money Market Review,
and then excerpted from The Economist for almost the same period, followed
again by excerpts from different articles in The Money Market Review for
exactly the same period as before. Marx probably was here going back to
articles he had overlooked first time, having been alerted by his reading of The
Economist. Excerpts from these two publications issued during 1868 are or-
dered the same way in notebook B 105 (The Money Market Review and then
The Economist), appending a consolidated index putting together the articles
from both publications. There are also a few excerpts from other newspapers,
but they appear to add little to what Marx gleaned from his two major sources.
Although Marx routinely excerpted from The Times, one of the principal daily
newspapers, there are no excerpts from this newspaper in the Exzerpthefte.
Quite possibly Marx saw little point in excerpting from a non-specialist daily
on matters occurring over two years before.

The information collected from these publications mainly related to devel-
opments in the world of money and finance, but at the same time Marx sought
to gather factual material on the crisis of 1866 that was not limited to these
areas. The excerpts from The Economist played an important role here. In his
letter to Engels on 9th December 1868, Marx writes, “Something that remained
a mystery to me for a long time was this: during the 3 years of the cotton
famine, where did the English get all that cotton, even for the diminished scale
of production? [. . .] It has now been proved [. . .] that, at the outbreak of the
Civil War, the English had verbotenus approximately 3 years’ stock”28. He
cites statistical data for the English cotton industry covering the three years

28 Marx to Engels, 9 December 1868. In: MECW. Vol. 43, p. 179 (MEW. Vol. 32, p. 223).
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from 1862 to 1864 as evidence. These data is exactly as published in The
Economist from 14th April 1866, which he had excerpted at that time. From
this Marx concludes: “What a fine crash that would have produced if the Civil
War had not broken out!”29 Marx noticed from his excerpts of contemporary
newspaper articles that the American Civil War introduced a significant change
into the industrial cycle between the 1857 crisis and the circumstances leading
up to 1866. This was an “extra-economic” event, meaning that England would
have run into an overproduction crisis in the early 1860s in the cotton industry
if there had been no War.30 This one example shows that Marx made an effort
to obtain an overall perspective on the crisis of 1866 through a broad study of
the economic developments that lead to a crisis which finally manifested itself
in the form of the financial panic of May 1866. This approach enabled him to
grasp more accurately the “financial character” of this crisis. This is evident
both in the exchange of letters between Marx and Engels immediately after the
panic of May 1866, and in the few references to the crisis in Capital, Vol-
ume 1.

While collecting information from newspapers, Marx continued intermit-
tently with his work on the manuscripts for Volume 2. During this period he
only wrote some of the initial sections for Book II, and for Book III some brief
fragments. The extensive preliminary materials for the two chapters on
“ground rent” and “credit” in Book III were eventually left almost entirely
unused. Instead of developing these manuscripts in light of the materials he
had accumulated, from late 1869 Marx opted to extend the scope of his reading
and excerpting. It seems that Marx interrupted his studies of the monetary and
financial aspects of the crisis of 1866, and suddenly shifted his attention to a
subject remote from his previous interests. There was no redrafting of the
chapter on “credit”, that came with the numerous excerpts and newspaper
cuttings made toward the end of the 1860s. Marx never made use of any of this
material.

29 Ibid. (MEW. Vol. 32, p. 223.) At first Engels rather disbelieved what Marx had written to him,
but in a second reply on 13th December he agrees with Marx that, “without the American War,
there would certainly have been, in 1861–62, an absolutely colossal collapse, this time as the
result of pure, unalloyed and unconcealed overproduction.” (Ibid., p. 187 [MEW. Vol. 32,
p. 231].)

30 Marx became aware that the cotton famine brought about by the War dealt with the prior
overproduction in the English cotton industry. But he discusses contemporary conditions and
the future of the cotton crisis without regard to this factor in Karl Marx: Zur Baumwollkrise. In:
Die Presse, 8. Februar 1862 (MEW. Vol. 15, pp. 461–463).
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2. The crisis of 1866 and its characteristics

In this section I will present an account of the 1860s crisis.31 Apart from a very
few specialised studies, most treat the crisis of 1866 as but one of the many
recurrent crises of the nineteenth century, discussing its relation to the crises of
1857 and 1873, and also its differences from them. The crisis of 1857, which
prompted Marx to draft the first manuscript of his critique of political econ-
omy, broke out for the American railroad industry in the autumn of that year. It
immediately spread to England, which was a major investor at that time. The
railway industry was a major user of iron, and so the iron industry experienced
a significant rise in demand for its products from the 1840s onwards, although
by mid-century it had not yet displaced the cotton industry. In addition to this,
agricultural production was still an important sector of the British economy,
which had begun the process of industrialisation earlier than any other country.
It was only after the 1860s that this relationship between the leading industrial
sectors changed.

The crisis of 1857 differed from that of 1866 in that the various phenomena
associated with a crisis – the accumulation of stocks, a fall in production, an
increase of unemployment – developed very quickly, and then disappeared
very quickly. Although every industry had suffered, by the later months of
1858 the leading industries were already recovering from the depression. By
the end of February 1858, Marx had already filled seven notebooks with his
manuscripts. However, apart from workers’ meetings, demonstrations and
strikes protesting against dismissals and wage cuts, the crisis of 1857 did not
give rise to any great political movement comparable to those of the preceding
two crises of 1836 and 1847 (the Chartist movement and revolutionary move-
ments across the European continent). This difference comes from the fact that,

31 I have used the following sources in seeking for understanding the crisis of 1866. Generally
speaking, since the nineteenth century few studies seem to have been made of crises, see H.M.
Hyndman: Commercial Crises of the Nineteenth Century. London 1892; Michael von Tugan-
Baranowski: Studien zur Theorie und Geschichte der Handelskrisen in England. Jena 1901; The
global economic crisis, 1848–1935. Vol. 1. The comparative materials on the history of crises in
the major capitalist countries [in Russian]. Ed. by Evgenii S. Varga. Moscow 1937; Fred
Oelssner: Die Wirtschaftskrisen. Berlin 1949; Abram S. Mendel’son: The Theory and History
of Economic Cycles. Vol. I [in Russian]. Moscow 1959; I. A. Trachtenberg: The financial crisis
[in Russian]. Moscow 1963. There are two recent studies focusing on the crisis of 1866 in
England, Joshua Gooch: On “Black Friday”, 11 May 1866. In: BRANCH: Britain, Represen-
tation and Nineteenth-Century History. Ed. by Dino Franco Felluga. Extension of Romanticism
and Victorianism on the Net. Web. July 2014; Marc Flandreau and Stefano Ugolini: The Crisis
of 1866. In: Graduate Institute of International and Development Studies Working Paper. 2014.
No. 10.
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during the 1850s, the decline of the manual weavers who had been exposed to
competition from machines was almost at an end, together with the protest and
violence arising from their impoverishment.

The cotton industry, a pivotal sector of the British economy, continued to
expand production for more than the fifty years since it became the locomotive
of the industrial revolution. The mass of its cotton products (cotton-thread,
cotton cloth) far exceeded domestic demand; overseas markets were indispens-
able to its existence. Its raw material, cotton, was of course not domestically
produced, but had to be imported from areas with a much warmer climate
suitable to its cultivation. The cotton industry was therefore dependent upon
international relations both for its materials and its sales. The development of
industrial capitalism in Britain was therefore heavily dependent upon an in-
dustry that was closely tied into international commercial relations, and so the
domestic business cycle was connected to that of the international economy.32

Britain’s world empire reached into every part of the globe, its closest econ-
omic relations being with colonies and, in the case of the United States, former
colonies. By mid-century the main source of the cotton industry’s raw material
was the United States, and the main market for its products was India. Com-
modities flowed from the United States via Britain into India, starting as raw
material and ending up as finished goods. This was also related to the devel-
opment of large-scale plantations in the Southern states of the USA. While on
the one hand the raw material was based upon slavery, the finished product
ruined the traditional Indian handloom cotton weavers. India was a vast market
for English cotton products, and it was also a cotton producer, but its quality
differed from that of the United States; raw cotton from India did not therefore
represent an alternative basis for competition, unlike the case with Egyptian
cotton. On the other hand, the Northern industrial areas of the United States
made cotton products that competed with English products. However, by mid-
century none of these factors altered the established relationship between the
USA, Britain and India.

The cotton industry, the most important single industry in Britain at that
time, thus depended exclusively on the United States for the supply of its raw
material. Engels, working in the Manchester cotton industry, wrote to Marx in
December 1868 that “The harvest of 1860 was the largest ever, and the stock at

32 By definition a cyclical process has no fixed beginning or end, but Marx regarded a crisis as
marking the end of a cycle. Hence the depression after a crisis was the beginning of a recovery,
and the beginning of a new cycle. “It will be remembered that the year 1857 brought one of the
great crises with which the industrial cycle periodically ends. The next termination of the cycle
was due in 1866.” Marx: Capital. Vol. 1. MECW. Vol. 35, pp. 660/661 (MEGA➁ II/5, p. 540).
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the outbreak of the war greater than ever before.”33 After the autumn harvest of
1860, a large quantity of raw cotton was imported, which by the following year
had been turned into a large amount of cotton products. After the outbreak of
the American Civil War in April 1861, the North blocked the commercial ports
in the South to interrupt trade with European countries. This led to the sus-
pension of the supply of raw cotton (“cotton famine”) to Lancashire until April
1865, when the war ended with the victory of the North. The “famine” was a
famine in the activities for the English cotton industry, and above all for the
livelihood of workers employed in that industry. They suffered unemployment
and short-time work brought about by reduced production and factory closures.
However, the English cotton industry did not entirely cease selling its pro-
ducts. For Marx this “remained a mystery for a long time” (quoted above)
before he saw at the end of 1868 the statistical data published in 1866.

When the cotton famine began, the British cotton industry held very large
stocks of raw material and products sufficient to last up to three years of
“famine”; it was in fact on the verge of an overproduction crisis (which could
have occurred several years after the crisis of 1857 and which is sometimes
called an “intermediary crisis”). If the cotton industry had kept up the same
rate of output as before, without its raw material supply being suddenly inter-
rupted by the American Civil War, an entirely external factor, the crisis would
probably have occurred in 1861, as both Marx and Engels noted. But the
outbreak of crisis was checked by the cotton famine, even though it inflicted
serious damage on all those involved in the cotton industry. The excess stocks
of imported raw material and products gradually ran down, instead of being
liquidated quickly in the course of a crisis. And so even after 1861 the pro-
duction and sale of cotton products continued, while imports of raw material
ceased. Among the many wars of the nineteenth century, none exercised
greater influence on the evolution of the contemporary world economy than the
American Civil War. Quite apart from its domestic impact, the war deprived
the South of its European sales markets and the North of its raw materials. The
War is a very important factor in the subsequent development of the crisis of
1866.

With the end of the War in April 1865, the blockade of the Southern ports
was lifted, opening them up again for the export of raw cotton to European
countries, primarily to England. The plantations of the South, which had been
isolated from European markets during the War, took some time to recover; the
cotton industry in Lancashire was also not able to recover that quickly from the

33 Engels to Marx, 11 December 1868. In: MECW. Vol. 43, pp. 181/182 (MEW. Vol. 32, p. 226).
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damage that the cotton famine had caused. Of course, matters did gradually
improve, although the former prosperity remained elusive.

Following a rapid recovery from the crisis of 1857, the English cotton in-
dustry expanded production nearly to the point of plunging once more into
crisis during 1860 to 1861. The industry then experienced a depression caused
by external factors and thus could not emerge from stagnation without expe-
riencing some sort of crisis. Excess capital was unable to find favourable
investment opportunities capable of high returns and so was withdrawn from
the cotton industry, a leading sector of production. Furthermore, Britain ben-
efited from its dominant monopolistic position; its colonial empire was crucial
for excess capital searching for favourable investment opportunities. The de-
stination of this excess capital was either overseas, mainly in English colonies,
in which higher profits were to be had than from domestic investment, or the
financial investments.

In contrast to the continuing stagnation of the cotton industry, financial
enterprises such as banks and bill brokers were very active in absorbing sig-
nificant amounts of excess capital. The Limited Liability Act of 1862 made the
sum invested in an enterprise the maximum liability incurred by any one share-
holder, increasing the incentive for investment while reducing concern for the
soundness of the enterprise. The Act made it easier to collect funds from
holders of idle money who were looking for profitable investment opportuni-
ties. A number of bubble companies were formed based on speculative trans-
actions, some just even seeking to profit from the mere establishment of a
business; and they just as quickly disappeared. Some of the companies estab-
lished before the introduction of limited liability also re-incorporated them-
selves as limited companies in order to make it easier to attract funds for
investment in dubious businesses. The most notable among them was Overend
& Gurney, Co., which was second only to the Bank of England in size. It was
re-incorporated as a limited company on the Stock Exchange in August 1865,
when “Limited” was added to its name.

Overend & Gurney was founded in 1802. Starting business as a simple
London bill-broker, it did well in the business of discounting bills of exchange.
However, from the latter 1850s onwards, a younger generation of managers
became involved in speculative financing, especially with respect to the then
rapidly growing iron-using industries such as the railways and iron shipbuild-
ing.34 Overend & Gurney became a company of a somewhat different charac-

34 During the 1860s shipbuilding was in transition from building wooden sailing-ships to steam-
powered iron vessels, adding to the demand for iron created by the rapid expansion of railways
in countries with which Britain traded: India, the United States, and Australia.
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ter, extending its business beyond bill-broking into a wide range of risky
transactions aimed at high returns. With its business not limited to Britain, but
also neighbouring countries, Overend & Gurney gained an international rep-
utation.

Many private jobbers engaged in discounting bills of exchange, including
Overend & Gurney, exchanged the bills they discounted for cash with the Bank
of England (rediscounting), rather than wait for their face-value to mature and
recover their value in that way. The price of bills accepted for rediscounting is
normally higher than the initial discounting price, but lower than the face
values to be recovered at maturity. Hence in exchange for immediate encash-
ment with the Bank, jobbers lose a part of the interest to be gained from the
business, and this loss is credited to the Bank as its own interest. As a credit
transaction accompanied by lending and borrowing, bill broking cannot be free
from creditor risk, which was accepted by the Bank as the last lender. This is
independent of whether it is discounting or rediscounting. The Bank did not
automatically accept (buy out) every bill presented to it, but was selective in
respect of the clients to which it extended this financial service. After the crisis
of 1857, with the development of speculative transactions in dubious busines-
ses, the Bank became even more selective, giving rise to conflicts between the
Bank and bill brokers. At the same time, the volume of credit transactions in
the British economy was rapidly expanding.

In March 1858, when the crisis of 1857 had passed its worst phase, the Bank
announced that it would possibly exclude certain bill brokers from its redis-
counting business, a move understood to be implicitly aimed at Overend &
Gurney. Confident of its own position, Overend & Gurney responded with a
countermeasure, seeking to cause a run by suddenly withdrawing a large
amount from the deposit it had built up with the Bank. However, this back-
fired, and instead Overend & Gurney lost much of the reputation it had in the
financial world. Nonetheless, Overend & Gurney continued to pursue many
kinds of speculative business, both domestic and international, a trend
strengthened with its reorganisation following the passing of the Limited Li-
ability Act in 1862. Overend & Gurney were finally left with a number of
unrecoverable assets, creating difficulties with its liquidity. However, because
of its established reputation and fundraising capacity, it was able to continue
trading as before. The final straw came with the collapse of the stock market in
late 1865 and early 1866, together with the failure of the two large railway
companies in which Overend & Gurney invested most of its funds (the Atlantic
and Great Western Railway Co. in the United States, and the London, Chatham
and Dover Railway Co. in England).

91



Susumu Takenaga

Anxious depositors flocked to the firm seeking to withdraw their money,
creating a bank-run. Overend & Gurney tried every means available to obtain
the necessary funds but was unable to recover solvency, and ultimately it had
to ask the Bank of England for financial aid. As a “lender of last resort”, the
Bank had begun to support such demands, although not in every case. But it
had formed an unfavourable impression of Overend & Gurney’s activities, and
rejected the request on the grounds that it involved an abnormally large sum
and that the collateral offered was insufficient. While this response by the
Bank drove Overend & Gurney into failure, it also involved complications for
the Bank. There was a relationship both of mutual dependency and discord
between the central bank and the financial world. Deprived of any means of
escape, Overend & Gurney announced the suspension of payment to its credi-
tors at 3.30pm on 10th May 1866, which implied a bank failure. Rumours
quickly spread the following day, with creditors queuing up outside the firm’s
offices demanding payment of their deposits, spreading the panic across Lon-
don and abroad. Afterwards, 11th May became known as “Black Friday”.
Having had extensive transactions with many other companies and individuals,
the failure of Overend & Gurney naturally gave rise to a chain of consecutive
failures.

The money market became very tight, and the Bank of England experienced
a surge of demands for cash. Its lending rapidly increased, nearly exceeding
the gold reserve. At the time, that Bank was regulated by Peel’s Bank Charter
Act of 1844, which rigorously restricted the amount of money it could issue in
relation to the gold it held. Hence, it was not in a position to meet all demands
for money and calm the crisis. The demand for money had already been in-
creasing prior to the panic, and the Bank had gradually raised the discount rate
(its interest rate for lending) from 3% in 1865 to 7% at the beginning of May
1866. On 11th May, Gladstone, Chancellor of the Exchequer, suspended Peel’s
Act, sending an official letter permitting the issue of banknotes over and above
the amount backed by the gold reserve. This exceptional measure helped ease
the tightness in the money market and appease the panic, but it could not stop
the wave of failures. Peel’s Act had been suspended twice before, during the
crises of 1847 and 1857. Nevertheless, while seeking to contain the undisci-
plined increase in lending, the Bank’s discount rate reached the unprecedented
level of 10%, and the interest rate continued at this high level for three months,
more than fourteen weeks in all. On 12th May, the day following “Black Fri-
day”, the Earl of Clarendon, Secretary of State for Foreign Affairs, sent a
circular to all foreign ambassadors seeking to quell doubts about the English
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money market. Despite his original intention, this only provided information
about the uneasy state of British credit. And so, in spite of the interest rate
being higher than those of other countries, the external drain from the London
money market continued.

Given the movements following political intervention in May 1866, it is
often the monetary and financial character of the crisis that is emphasized. But,
as seen above, the cause of the difficulties in which financial institutions found
themselves can be traced to the failure and insolvency of railway companies;
the crisis was not brought about solely by the activities of financial companies.
A major characteristic of the crisis of 1866 is that it began with problems in the
railway industry (a heavy consumer of iron along with machine-building and
iron shipbuilding). As we have seen, the crisis of 1857 broke out in the au-
tumn, and the preceding crisis of 1847 had also happened in the autumn.35

Tugan-Baranowsky says that not only these two crises, but every crisis from
the end of the eighteenth century up until 1857 always occurred in the au-
tumn.36 He suggests that the reason for this lay in the autumn agricultural
harvest, when a large quantity of commodities are brought into the market all
at once, so that international as well as domestic transactions involving agri-
cultural products, and the payments relating to them, are all concentrated at
this time of the year. There would also have been a regular seasonal fluctuation
in the supply of cotton. The railway industry, with iron as its main raw ma-
terial, had by contrast no such seasonality. In the crisis of 1866, the order in
which each industrial sector experienced a cyclical phase was different from
before. The reason for this was not that heavy iron-using industry had become
a pivotal industry, but that the cotton industry, still the pivotal industry, was
lagging behind other industries in the course of the cycle because of the special
external factors to which it was exposed before 1866.

The cotton industry remained at a low level of activity in the cotton famine
that followed the outbreak of the American Civil War in 1861. Even at the time
when the 1866 crisis began, it had still not returned to prosperity. There still
remained scope for expanding production even after the iron-using industries
like railway construction and iron shipbuilding had plunged into crisis in 1866.
Of course, the difficult situation in other domestic industries did have an im-
pact upon the cotton industry, which eventually fell into crisis as a result. But

35 See Friedrich Engels: Die Handelskrise in England – Chartistenbewegung – Irland. In: MEW.
Vol. 4, pp. 325–327.

36 Tugan-Baranowski: Studien zur Theorie und Geschichte der Handelskrisen in England (Fn. 31),
p. 146.
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this did not occur until 1868 and 1869, when the iron-using industries had
already begun to recover and prosper. During the 1866 crisis, not only did the
cotton industry undergo the crisis phase after the iron industry, contrary to
previous experience, but there was also a considerable delay. Moreover, other
sectors passed through each cycle at a different time and rate. The crisis lasted
for a long time, unlike the preceding crisis of 1857. There was no sharp
temporary fall in production in the British economy as a whole, but there was a
tendency for economic activity to be reduced of a number of small-scale
slumps. This did not however mitigate conditions for labourers, always the
first victims of the crisis. The rise in food prices caused by consecutive poor
harvests reduced real wages more than the fall in nominal wages during the
crisis, making their lives even more difficult. At the same time, the fall in real
wages reduced expenditure on consumption goods other than basic foodstuffs,
delaying the recovery from depression by decreasing the demand for consump-
tion goods.

Marx and Engels immediately reacted to the panic in the financial markets:
“The present crisis appears to me to be merely a premature, specifically finan-
cial crisis”. Engels: “The panic has, at all events, come much too soon” (as
quoted above). Their reaction seems to be related to the fact that they predict-
ed, as before, the outbreak of crisis from developments in the cotton industry,
and so were not yet prepared to analyse the particular circumstances of the
ongoing situation outlined above. Engels went on to write of “a good solid
crisis which would otherwise have occurred in 1867 or 1868”. This suggests
that he thought a boom and ensuing crisis would come one or two years later,
judging from conditions in the cotton industry around mid–1866, apart from
being just ten years after the previous crisis of 1857. In fact, the cotton industry
developed as he had predicted, but this time not as an epicentre heralding a
crisis throughout the economy, but following after other industries (above all,
heavy iron-using industries). Marx may have felt the need to alter his approach
to this crisis from his previous view (some suggestion of this is incorporated
into the description contained in the theory of capital accumulation of Capital,
Volume 1, based on observations up to the spring of 1867).
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3. The composition of excerpts from The Money Market Review and
The Economist, and knowledge of the crisis of 1866

When making excerpts, Marx habitually compiled an index, summarising
notes of their contents in key words or short phrases with the corresponding
page numbers of his notebook, for later rereading or use. This index is com-
pact, with a limited number of key words and numbers, and briefly summarise
important points without any great detail. The three notebooks mentioned
above contain indexes in four places. None of them summarises the contents of
the newspaper articles excerpted in the immediately preceding pages. Articles
are related to each other that are otherwise scattered in different places, clas-
sified according to theme and divided into groups. It seems that Marx, having
made his notes, carefully reread the whole to make an index, selecting what
was important and rearranging the contents. In the following section, by re-
viewing an enormous number of excerpts and quantities of data, we will see
what sort of information Marx obtained from these two periodicals concerning
the development of the crisis from 1866 to 1868, relying primarily on these
indexes, named “Registers” by Marx.

The index for the excerpts from The Money Market Review at the end of
B 102 is divided into five large sections, each of which is divided into a
number of related subsections. The other three indexes, made subsequently, all
have the same structure, apart from minor differences in the number of sections
and the notation of subsections. The five sections of the B 102 index indicate
the themes Marx had in mind when he first began to make excerpts. These
major sections are: 1) Bank of England (resp. France) u. Moneymarket;
2) Stock u. Share Market. Investments etc.; 3) Companies; 4) Trade; 5) Rail-
ways. This is a fairly simple summary for a large number of excerpts taking up
eighty pages in Marx’s notebook. The extent and range of these notes reflect
either the information Marx wanted to obtain from the excerpts, or the contents
of the articles in The Money Market Review. He was interested above all in
movements in the banking business of London and France, the Bank of Eng-
land being the major institution. On the first page of every issue of The Money
Market Review, the leading weekly indicators for the leading banks were print-
ed, with comments added. Linked to the material Marx collected on move-
ments in the market for stocks and shares, this represents the core material for
Marx’s understanding of the financial character of the 1866 crisis. However,
the following three sections show that Marx also paid attention to develop-
ments in sectors other than money and finance, particularly foreign commerce
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and railways. This was indispensable for his understanding of the 1866 crisis,
since the railway industry required very large amounts of investment, thus
connecting it closely to financial markets. In addition, through the iron and
cotton industries, the British economy was closely linked to overseas import
and export markets for raw materials, food and manufactures, making it im-
possible to consider the crisis and its subsequent development only at the
national level. This coincided with a view that Marx had long held. However,
the index summarising the contents of the initial excerpts from The Money
Market Review deals only with international economic relations with respect to
Britain, while the economic performance of other countries (in particular the
United States, India and France, with which England was closely related) is not
taken into account. Although the cotton industry was still the most important
sector, Marx seemed relatively uninterested in its domestic activities, more
concerned with its activities in foreign markets, procuring raw cotton and
selling cotton products.

Next, the excerpts from The Economist covering the first 181 pages of B 101
not only deal with a slightly longer period, but also relate to articles on a much
broader range of subjects than those from The Money Market Review. The
index is arranged and classified with seventeen sections in total, although the
majority are rather minor subjects, and sometimes repetitious. Only the first
five sections – 1) Money Market (1866); 2) Crisis of 1866; 3) Banking and
Currency; 4) Money Market (1867); and 5) Railways – include substantial
material in their subsections, the subsequent ones being generally of secondary
significance. Only the following four sections seem to deserve attention:
7) Land in England and Agriculture; 10) Cotton; 11) Manufacturing Markets
(1866); and 12) Labour, Poor, Conflicts. All the other subsections are either
simply digressions (for example 9) Miscellaneous (Law of Demand and Sup-
ply) or the names of individual countries. Although these sections give the
impression of being largely random, I will try to make some sense of these
excerpts from The Economist with reference to the items in the sections men-
tioned above.

First, the initial five sections centre on movements in the sectors relating to
money and finance, just as in the case of the preceding excerpts from The
Money Market Review, but here the Bank of England is treated as a part of
these sectors. Railways are placed in section 5) just as before, following the
sections on finance. The principal difference from the previous index lies in the
meticulous tracking of the progress of the 1866 crisis in section 2). Marx notes
the names of famous banks and railway companies and their activities for the
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first time in the excerpts from The Economist.37 These names appear from time
to time in subsequent excerpts. The suspension of Peel’s Bank Charter Act by
Gladstone on 11th May is also noted here for the first time; articles related to
the circular that the Earl of Clarendon sent to the ambassadors are included for
the first time in these excerpts. On the other hand, in section 4) there is an
article entitled “Why money dearer in autumn than Spring”. Another article is
excerpted arguing that the advent of crisis is ordinarily in the autumn. As was
seen in the previous section, this is one of the points advanced by Tugan-
Baranovsky in his work on the history of crises.

Besides the first five sections, there are some other notable points in the
excerpts from The Economist in B 101. The cotton industry is given an im-
portant place, as in the previous case, but there is also a section 10) entitled
“cotton”. Unlike the excerpts in B 102, we find here excerpted articles on the
difficulties in the supply of cotton during the American Civil War (the cotton
famine). On the other hand, a considerable number of articles from The Econ-
omist seemingly unrelated to the crisis are also included, dealing with agri-
culture, landownership, environmental pollution, hunting and so on. This
might be connected to the studies on ground rent which also interested Marx at
that time. Additionally, while unemployment and the problems of poverty are
important aspects of the crisis for Marx, no articles dealing with these issues
are found in The Money Market Review. Ultimately, the excerpts from The
Economist show Marx’s interest in the situation of countries other than Eng-
land. The three countries most extensively dealt with are India and United
States, that is, a colony and a former colony, and France, a competing neigh-
bour. This remains unchanged in the following two excerpts.

After the excerpts from The Economist, Marx makes more excerpts in the
same B 101 again from The Money Market Review for the same period as those
he had made in B 102. Perhaps one or two months separate these two sets of
excerpts. Below we will examine the third index Marx composed, to see if
there are any differences between the first and the second sets of excerpts made
from the same newspaper for the same period, and what influences might have
affected his intervening work excerpting from The Economist.

The whole of this index is divided into seven sections, each about the same
size as that of the index for the previous excerpts from The Money Market
Review. Both of them are far smaller than the index for the excerpts from The
Economist dealt with above, which could have something to do with the spe-

37 For example, Agra & Masterman’s Bank, Overend, Gurney, & Co. Limited, Great Western
Railway Company, Atlantic & Great Western Railway Co.
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cialised nature of The Money Market Review. The first two sections are the
largest, in particular the second, with the remaining sections containing only
supplementary matter. Prominent is foreign commerce, particularly the cotton
trade and trade with India. The seven sections are: 1) Banking et Currency;
2) Crisis of 1866; 3) Board of Trade Returns; 4) Cotton Trade; 5) India;
6) United States; and 7) Miscellaneous. These match almost exactly the section
headings of the previous Economist excerpt index, implying that Marx used the
results from his Economist excerpts as a guideline when excerpting from The
Money Market Review for the second time. However, since the articles in the
latter do not have such a wide range as those in the former, Marx seems to
have selected only those index sections from The Economist which corre-
sponded to excerpts from The Money Market Review. This is true for the entire
index for the second run through The Money Market Review. The title of
section 1) is the same as that of section 3) in the preceding index, and 2)
matches the earlier section 2). The first section of the former index 1) Money
Market (1866) disappears; not because the money market has lost importance,
but because there was no further need to review it anew, the money market
having been the most important section in the index for the first excerpts made
from The Money Market Review, and any additional information had already
been obtained from The Economist. While the subjects of section 3) and those
following are important in themselves (trade, cotton, India, the United States),
they relate to less substantial, almost supplementary excerpts. This is probably
because The Money Market Review did not provide extensive information on
these subjects, given the nature of the publication. All the same, Marx retained
these sections because he attached importance to them.

The second pass through The Money Market Review was made with the aim
of picking up elements overlooked in making the first excerpts, based on what
was learned from the preceding excerpting from The Economist. Marx laid
particular emphasis on section 2) registering the progress of the crisis of 1866.
This section includes many articles concerning the development of the crisis
after May 1866 up to the end of 1867. The practical operations of the financial
market are described in detail. This section is divided into seven subsections
A) to G), each dealing with a significant element in the crisis: A) Bank of
England und Act of 44; B) Theory of Panic; C) Securities (Investments) und
Panic; D) Joint Stock Banking und Other Companies; E) Railways; F) Plethora
of Money; and G) Limited Liabilities Act of 1862. Together, section 2) takes
up 70% of this index. Articles dealing with the suspension of Peel’s Bank Act
by Gladstone and Clarendon’s circular, among the excerpts from The Econo-

98



Marx’s Exzerpthefte of the later 1860s and the Economic Crisis of 1866

mist as noted above, are newly excerpted from The Money Market Review,
having been omitted the first time around. It is the same with some of the big
banks and railway companies like those included in fn. 37; details of their
activities also appear only among this second set of excerpts. Marx was con-
sistent in the attention he gave to railways, but only here does he place this
sector, along with the immediately preceding financial sector, as a factor in the
crisis of 1866. In the same way, the existence of excess money (plethora),
lending the crisis a financial character, and the creation of limited liability,
become individual sections. These are both indispensable for understanding the
1866 crisis, but are picked up only in this second set of excerpts. Nonetheless,
although articles about the cotton famine now appear, activity in the cotton
industry during the time of the crisis is not a central theme.

With the above, Marx finished his excerpts up to the end of 1867 from the
two periodicals, and then continued making excerpts in B 105, from the same
two sources for all of 1868. The last of these excerpts must have contained
details for the period immediately preceding this work. But in the first 18
pages of this Exzerptheft, Marx constructed statistical tables with the title
“Bank of England and Money Market, Operations of Clearing House” together
with explanatory “Notes to Movement of Money Market”. In these tables,
Marx gathered together an enormous amount of data regarding banknote issue,
specie reserve, and deposits of the Bank of England and Bank of France that
were published every Saturday in 1868 in The Money Market Review. Marx
probably meant to gain an overview of the activities of these two leading banks
for this period.38 It can be confirmed that the excerpts made from 1868 to 1869
were primarily intended to grasp the financial character of the 1866 crisis as a
whole, but they also represented part of his studies on credit, one of the main
themes of Capital Book III.

Marx’s excerpting activity, however, was not limited to this, and included
various related items. The index placed at the end of B 105 relates to excerpts
from two publications, The Money Market Review and The Economist, which it
combines. Here, as in the former indexes, Marx included a number of section
headings of his own, arranging all the excerpts as a list of the corresponding
articles, in which excerpts from the two newspapers are mixed together. The
whole of this fourth index is divided into nine sections with Roman numerals,

38 Marx’s devotion to numerical data and the effort he put into transcribing and arranging is
extremely impressive, but he never made use of them. Marx did the same thing right up to his
later years, leaving a number of Exzerpthefte, which he did not use, or in some cases, even re-
read.
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each of which concerns a particular country. This differs from all the preceding
three indexes, although the division into entries by country was characteristic
of the excerpts from The Economist. This index for the two publications is
arranged like that of The Economist, but integrates references to excerpts from
The Money Market Review. Of the nine countries listed, only section I) U.
Kingdom is further divided into eleven subsections using the Arabic numerals.
Section I) takes up about the two-thirds of all the space, with only four of the
remaining sections having any significance – V) France; VI) United States;
VII) India; and IX) Australia. All of these countries had historically close links
with Britain. The remaining four countries – II) Italy: Deficits; III) Russia:
Railways; IV) Belgium: Coal Export; VIII) South African Goldfields. Colony
of Natal – seem to be included solely to treat a particular individual problem
for each country, presumably of relevance to the link with Britain. Marx’s
long-held view that a crisis is a phenomenon involving global markets does not
seem to have undergone any revision in the later 1860s. Consequently, his
approach to the business cycle and crisis had no direct relation to the ongoing
work for his critique of political economy planned for the various Books of
Capital.

For B 105, I will only discuss in some detail “I) U. Kingdom”. It includes
the following eleven subsections: 1) Money Market, Bank of England etc.
Currency. Exchange; 2) Crisis of 1866 u. Nachwirkungen; 3) Commercial
Morality; 4) Railways; 5) Cotton; 6) Wheat; 7) Notes on Trade. (facts, Statis-
tics); 8) Land; 9) Wages, Pauperism, Unions etc. Incomes, Taxes etc.; 9) [sic]
Miscellaneous; and 10) Ireland. By removing 8) India from the first twelve
sections of the seventeen section index for The Economist excerpts at the
beginning of B 101, we obtain an index of 11 sections similar to the above,
both in content and order. Sections 1) and 2) above are substantially the same
as the first four entries in the former index, the contents of which form the core
of what Marx was looking for in making excerpts from newspapers during
1868/69. For the above eleven sections, the themes new to B 105 are 3) Com-
mercial Morality, 6) Wheat and 7) Trade. The others are nearly the same,
except for minor differences in the order or grouping of subjects. The apparent
similarity to the index for excerpts from The Economist found in B 101 seems
to arise from the fact that Marx had by then settled on a way of collecting
information, and he applied it unchanged to subsequent excerpts from both The
Money Market Review and The Economist. However, after reviewing all the
sources for the articles appearing under the eleven entries, for the most part
there are only four sections that create the index’s structure for articles taken
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from The Economist: 1) Money Market etc. (about half and half 6) Wheat,
8) Land and 9) Wages etc. It’s natural that these three sections, besides the
first, are concerned mainly with articles from The Economist and not from The
Money Market Review. This provides some insight into the roles Marx gave to
each of the two periodicals in his excerpting. In any case, the excerpts included
in B 105 can on the whole be treated as a prolongation into 1868 of the
collection of information from the same areas dealt with from the previous
year. This is clear in section 2), where the title has an additional “u. Nach-
wirkungen (and aftermaths)”.

Section 4) Railways deals with its subject-matter in far more detail than for
the corresponding sections in the preceding three indexes. Next to cotton, the
railway industry was a key contributor to rapid growth, especially since the
1840s. In addition to matters like railway construction and the raising of nec-
essary finance, included here are also broader observations, such as the relation
of the railways with the state, railway management, and the maintenance and
renewal of rolling stock and track. Marx had already shown his interest in
these matters.39

The index for the excerpts from The Economist in B 101 already had sec-
tions corresponding to 8) on agriculture and landownership and 9) on wages
and employment. These subjects do not seem to fit into a review of the mon-
etary and financial aspects of the crisis, but indicate that Marx always sought a
comprehensive grasp of the crisis. The group of subjects given in the latter part
of the eleven subsections in “I) U. Kingdom”, including these two sub-entries,
covers a broad range of topics that corresponds to the entire plan of the critique
of political economy Marx had outlined before the early 1860s. They endorse
Marx’s long held view that the crisis could not be grasped on the basis of only
a few particular phenomena.

There is a new section in this index that differs from all others: 3) Com-
mercial Morality. This theme was dealt with in the excerpts taken from The
Money Market Review in B 101, but it is only in the final index in B 105 that it
is taken up as an independent section, ahead of the entries dealing with im-
portant industries such as railway and cotton. De Paula et al. consider that the
reason Marx included this section was that: “Tracking the articles excerpted in
his notebook, it is possible to learn from TMMR [The Money Market Review]
about an important new feature of this crisis: accountancy tricks”40. The boards

39 See Karl Marx: Statistische Betrachtungen über das Eisenbahnwesen. In: Die Presse, 23. Januar
1862 (MEW. Vol. 15, p. 447–50).

40 De Paula et al. (Fn. 2), p. 179.
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of directors of many companies listed on the stock exchange in major sectors,
including banking and the railways, employed accountancy tricks to hide the
real conditions of their enterprises. In his letter to Engels on 14th November
1868, coinciding with the time when he was making excerpts from The Money
Market Review, Marx writes: “I shall use the chapter on credit for an actual
denunciation of this swindle and of commercial morals.”41 Evidently, while
greatly interested in this theme, the immediate purpose of excerpting from
periodicals at that time was in preparation for Book III. On the other hand, de
Paula et al. give an extremely suggestive interpretation of why Marx excerpted
extensively from the textbook on commercial arithmetic by Feller and Oder-
mann in B 105, pointing out that it was a way of learning how to penetrate and
denounce the accounting tricks of company officers.

In conclusion, I will comment on Marx’s later use of the materials collected
in the notebooks B 102, B 101 and B 105. It can be said straightaway that not
only the above three notebooks, but all eight notebooks to be included in
MEGA➁ IV/19 were left almost entirely untouched. A small number of articles
excerpted from The Money Market Review and The Economist were used later
– not in the manuscripts relating to credit in Book III of Capital however, but
in the second manuscript of Book II written immediately after these excerpts.42

The excerpts and cuttings made in 1868 and ’69 had a dual character; they
were part of the work on completing the next volume of Capital, in particular
Book II, while at the same time being studies of the crisis in the mid–1860s.
This accounts for the very wide range of materials including land ownership,
labour relations, and international relations, along with the articles relating to
money, finance, and credit. It is this twin aim that makes it difficult to perceive
the logic behind Marx’s work of excerpting.

41 Marx to Engels, 14 November 1868. In: MECW. Vol. 43, p. 160 (MEW. Vol. 32, p. 204).
42 See Karl Marx: Das Kapital 〈Ökonomisches Manuskript 1868–1870〉. Zweites Buch: Der Zir-

kulationsprozeß des Kapitals (Manuskript II). In: MEGA➁ II/11, pp. 107/108, 121/122, 124,
126, 194, 212. Only some were integrated into Capital, Volume 2 published by Engels in 1885.
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