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Introduction

The subject ‘Value and prices in Russian economic thought (1890—1920)’ should
evoke several names and debates in the reader’s mind. For a long time, Western
scholars have been aware that the Russian economists Tugan-Baranovsky and
Bortkiewicz were active participants in the Marxian transformation problem, that
the mathematical models of Dmitriev prefigured neoricardian-based models and
that many Russian economists were either supporters of the Marxian labour
theory of value or revisionists. Moreover, these ideas were preparing the ground
for Soviet planning. Russian scholars additionally knew that this period was the
time of the introduction of marginalism in Russia, and that, during this period,
economists were active in thinking about the relationship of ethics to economic
theory. All these issues are well covered in the existing literature.'

But there is a big gap that this book intends to fill. The existing literature
handles these pieces separately, although they are part of a single, more general,
history. All these issues (the labour theory of value, marginalism, the Marxian
transformation problem, planning, ethics, mathematical economics) were part of
what this book calls the Russian synthesis.

The term ‘Russian synthesis’ in this book covers all the attempts at synthesis
between classical political economy and marginalism, between the labour theory
of value and marginal utility, and between value and prices that occurred in
Russian economic thought between 1890 and 1920, and that embraces the whole
set of issues evoked above.

This book is the first comprehensive history of the Russian synthesis. It has
always surprised me that such a story has not yet been written. Several good
reasons, both in terms of the scarce availability of sources and of ideological
restrictions, may account for a reasonable delay of several decades. But it is now
urgent to remedy the situation before the protagonists of the Russian synthesis
are definitely classified under the wrong labels in the pantheon of economic
thought.

To accomplish this task, it has seldom been sufficient to gather together the
various existing studies on aspects of this story. It has been necessary to return to
the primary sources in the Russian language. The most important part of the
primary literature has never been translated, and in recent years only some of them
have been republished in Russian. The secondary literature has been surveyed in
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the languages that are familiar (Russian, English and French) or almost familiar
(German) to me, and which are hopefully the most pertinent to the present investi-
gation. In addition, and in order to increase my familiarity with the text, which was
the objective of all of this, some archival sources were used. The analysis consists
of careful chronological studies of the authors’ writings and their evolution in their
historical and intellectual context.

The ultimate objective of this book is to change opinion on ‘value and prices
in Russian economic thought’ by setting the Russian synthesis at the centre of
the debate.

The Russian synthesis

The Russian synthesis is the generic label given in this book to all attempts made
at a synthesis in Russia. There is no ‘school’ of the Russian synthesis, but rather
a tradition of economists engaged in similar investigations. The common ground
of their investigation is the synthesis between classical political economy and
marginalism. Some added a synthesis between value and prices, others even
between a pure labour theory of value and marginal utility. There are as many
syntheses as there are authors, but the latter are called here protagonists of the
Russian synthesis, in the singular.

It should be noted that the synthesis at stake owes nothing to the synthesis
often ascribed to Hegel’s dialectic. It represents something simpler: a combina-
tion of different elements in order to get a whole; Tugan-Baranovsky even
speaks of an ‘organic synthesis’.

The Russian synthesis kept the notion of value next to that of prices. It
adopted the marginal utility theory. It preserved a link between labour, value and
prices. And it loosened the link between the theories of value and prices, and the
theory of distribution. In the whole episode, the notion of prices was unchanged
in most respects, but the definition of value underwent several transformations.’
In these constructions, the theory of marginal utility, the costs of production
theory and the labour theory of value were accommodated in several ways.

As a first step, this synthesis started in the Russian revisionism of Marxism.
In the 1890s, some Russian economists, led by Tugan-Baranovsky, were trying
to rescue Marx’s theory of value in the context of the transformation problem.
They identified a solution with a synthesis between the Marxian labour theory of
value and marginalism. Marx’s labour theory of value was at that time almost
confounded with Ricardo’s theory of value in Russia (see Chapter 2), and mar-
ginalism in Russia was at that time an exclusively Austrian phenomena (see
Chapter 3). This was the birth of the Russian synthesis. In Europe, with the
exception of the German Social Democratic journal, Die neue Zeit, the Russian
synthesis found no echoes, but it gave birth to numerous debates in Russia.

As a second step, and building on this attempt at synthesis between Marx and
Menger, new syntheses appeared, taking the mathematical form. Dmitriev, Bort-
kiewicz and Slutsky engaged themselves in the synthesis between Walras and
Ricardo. And Shaposhnikov followed in their tracks. This second step saw the
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mathematization of Marx’s and Ricardo’s theories of value, and the integration
of these production equations with Walras’s exchange equations, forming a
classico-marginalist general equilibrium. Hence, the Russian synthesis, which
was first in Tugan-Baranovsky’s hands a Marx—Menger synthesis, became a
Ricardo—Walras synthesis, but with a Ricardo in whom a labour theory takes the
place of the traditional costs of production theory of value. This last point even-
tually changed with Yurovsky’s final episode in the Russian synthesis.

The central claim of this book is that, in the fields of value and prices, the
Russian synthesis, although it adopted marginal utility, remained essentially
classical. The Russian attempts at syntheses demonstrated first and foremost a
commitment to the holy classical link between labour and value. Second, they
refused to choose, within the classical theory of value, between two variants —
the labour theory of value and the costs of production theory — for they con-
sidered them as being one single theory with different domains of application.
They were therefore attached to the wealth of their classical theory of value,
which should be considered as yet another attempt at synthesis between Ricardo
and Marx (see Chapters 2, 5 and 6). As to their synthesis between their classical
theory of value and the marginalist theory of prices, the Russians always tried to
keep a strong link between labour and value, while at the same time stressing the
need to reduce the gap between value and prices.

The sources

The spatio-temporal horizon of the present history is defined as embracing the
period 1890-1920, mainly in Russia. This decision is arbitrary and not entirely
accurate. The date 1890 marks the rather belated importation of the theory of
marginal utility to Russia, and the first attempt at synthesis, with Tugan-
Baranovsky’s ‘Study on the Marginal Utility of Economic Goods as the Cause
of their Value’ (1890). But the nature of this investigation requires some incur-
sions earlier into the nineteenth century, essentially to capture the Russian recep-
tion of the classical economists Ricardo and Marx. The date of 1920 is chosen in
a somewhat provocative manner, crossing the traditional 1917 boundary, which
is not relevant in this case. It allows us to evoke the last work devoted to the syn-
thesis in the theory of value, Yurovsky’s Essays on Price Theory (1919). And,
incidentally, it coincides with the publication of the eighth edition of Marshall’s
Principles of Economics.

The same can be said about the geography, whose boundaries are variable.
Russian economists are not writing exclusively in Russian for a Russian audi-
ence. Tugan-Baranovsky, for example, was born in the Ukraine, but spent most
of his career in Russia. He published some of his works in Russian, a few in
German, and even some in both languages. Bortkiewicz is a special case, diffi-
cult to consider as a Russian, as he spent most of his life in exile in Germany,
and because of his Polish origins. But he nevertheless was brought up and edu-
cated in Russia and kept many contacts with Russians. He is therefore also
included in this story as a Russian (although as a Western European Russian). It
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is therefore a useful abstraction to consider them all as part of a community of
Russian economists.

The primary literature under investigation consists of the writings of the
Russian economists Nikolay Ivanovich Ziber (1844-1888), Mikhail Ivanovich
Tugan-Baranovsky  (1865-1919), Nikolay Nikolaevich  Shaposhnikov
(1878-1939) and Leonid Naumovich Yurovsky (1884—1938). The first is chosen
for its influential interpretation of Marx and Ricardo. The second is chosen as
the founder of the tradition of the Russian synthesis. The third is chosen as the
most representative protagonist of the Russian synthesis of the second — math-
ematical — generation. While Shaposhnikov’s (and Yurovsky’s) works are much
less analytical than those of Dmitriev and Bortkiewicz, he is chosen from this
second generation because he is the finest and most lucid observer of his con-
temporaries’ theoretical developments. Shaposhnikov’s writings on value and
prices were essentially reviews of Dmitriev’s works. Moreover, Shaposhnikov
personally knew Bortkiewicz. Finally, Shaposhnikov was more conscious and
explicit about the place of the Russian synthesis. A few more cases were also
chosen, in order to support the claim that this was a Russian tradition: Slutsky,
Stoliarov, Frank and Bilimovic. Finally, Yurovsky is chosen so that I can write a
complete story of the Russian synthesis, up to its very end. It should be noted
that some of their writings have been translated into European languages. But
most of their writings on the synthesis (unlike their writings on the transforma-
tion debate) remain only in the Russian language.

There is a secondary literature dealing either with Tugan-Baranovsky’s theory
of value, or with some economists of the second, mathematical, generation of
the Russian synthesis and these will be indicated in the text. But the literature on
the theme of the synthesis, covering both Tugan-Baranovsky and the second
generation (or at least some of its representatives), is scarce. They are four
exceptions, but none provides a satisfying history of the synthesis. Gelesnoff
provides a complete, but very short, account of the major publications on value
theory from Tugan-Baranovsky, Dmitriev, Shaposhnikov, Bilimovic and
Yurovsky (Gelesnoff 1927, 168—175). Already different is Seraphim’s Neuere
russische Wert- und Kapitalzinstheorien (1925), which analyses in detail Tugan-
Baranovsky’s contribution and that of some of his followers and the reactions of
the critics in the Russian literature, but he does not reach the second generation.
The critique of the synthesis by Howard and King (1995) provided interesting
insights, but from the point of view of Marxist political economy. Recently,
Kljukin (2007, 2010, 2014) was the first to embrace the whole range of Russian
economists working on the synthesis, but with a focus on the circular representa-
tion of the economy, and not on the synthesis itself.

A collective investigation

This book pursues a tradition initiated by a few books written during the revival
of the debates on the transformation problem in the 1970s in the aftermath of the
Cambridge capital controversies and of the Ricardian resurgence as a result of
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Sraffa. In these books, and especially in Gilles Dostaler’s Valeur et prix (1978),
the debate was translated into historical research on value and prices that led to the
Russian economists of the period 1890-1920. Dostaler scrutinised the debates on
the Marxian transformation before Bortkiewicz, convinced that crucial elements of
the analysis were beyond his contemporaries’ understanding and that Bortkie-
wicz’s contribution to the transformation problem was retrospectively so influen-
tial that it concealed important parts of the debates that took place before him. And
in doing so, he uncovered part of the Russian contribution to value and prices
theory. With the same spirit in mind, it is shown in this book that several
approaches to the theory of value and prices that were attempted by Russian
economists between 1890 and 1920 were partly forgotten, in the shadow of Bortk-
iewicz’s interpretation of the Marxian transformation debate. The importance of
the Russian contributions to the Marxian transformation problem is not denied.
But it is argued that they were only a small part of the overall original Russian
contribution to the economic theory of value and prices: through the various plat-
forms of conciliation found between labour and marginal utility. More generally,
this book draws on the literature that originated in the 1970s and 1980s, supple-
mented by the recent new editions of the sources together with the renewed sec-
ondary literature published in the last two decades in contemporary Russia.

Before outlining the articulation of the present book, a few remarks are
required. The focus of this book is, in Schumpeterian terms, on economic ana-
lysis. But at the same time, as the book deals with the circulation of analysis
between Europe and Russia in a given historical context, the book deals with
economic thought more broadly, with a core emphasis on economic analysis.

Three assumptions will be taken for granted in this book. First, the devotion
to keeping a strong link between human labour and value is linked to the tradi-
tional anthropocentric Russian philosophy, which places the activity of human
beings at the centre of everything, in this case, in production and in consump-
tion, or in labour and in marginal utility. The proof is to be tracked down in the
legacy of Russian Orthodoxy and in the basic socio-philosophical patterns of
thought which are systematically analysed in Russian economic thought in
Joachim Zweynert’s magnum opus Eine Geschichte des 6konomischen Denkens
in Russland, 1805-1905 (2002). Second, the will to reduce the gap between
value and prices can be construed as the predominance of practical (prices) over
theoretical motivations (value), which can probably be traced to the very strong
neo-Kantian current that invaded Russia in the 1890s (especially within Legal
Marxists). Third, it is argued that the Russian quasi obsession for synthesis
should be investigated in the realm of the Russian soul and the Russian idea; the
Russian philosopher and theologian Berdiaev is probably the most fertile source
for this.?

This book is not about all the theories of value and prices that are found in
Russia during the period 1890-1920. It concentrates on the synthesis and, by
doing this, it disregards all the concomitant works by Marxist scholars
(Bukharin, Rubin), by marginalist authors (Woytinsky, Orzhencky), by theoreti-
cians of prices of production (Charasoff). There is no intention either to reveal
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the existing filiation between the ideas and models of these Russian economists
with those of Sraffa and later neoricardian or surplus approach economists.*
Similarly, the book disregards monetary issues, as the protagonists of the
Russian synthesis handled them separately.

Finally, it should be noted that Petr Nikolaevich Kljukin undertook in recent
years the identification of a larger Russian ‘analytic tradition’, not only encom-
passing all the authors analysed in the present book (except for Ziber), but also
including Charasoff, Kondratiev and Leontief, thus covering a longer time-span
(1890-1935). His emphasis is on the development of analytical techniques in a
circular flow approach. His books (Kljukin 2010; 2014) inevitably overlap with
the present book, as they discuss different yet complementary objects.

Outline of the book

The history of the relations between value and prices in Russian economic
thought between 1890 and 1920 — the story of the Russian synthesis — is outlined
in this book in six chapters, conveniently divided into two parts.

The Russian synthesis between the labour theory of value and marginal utility
is the result of multiple conditions: a specific intellectual context, specific develop-
ments within the discipline of economics, together with the authors’ own inten-
tions. The first part of this book (The origins of the Russian synthesis) intends to
give an overview of the most relevant theoretical elements of that background. It is
essential to capture the ingredients of the synthesis — classical political economy
and marginalist theory — as they were understood in Russia by the protagonists of
the synthesis. Therefore, Chapter 1 (The prehistory of the Russian synthesis) pro-
vides a theoretical introduction to the relation between value and prices in compar-
ison with Europe. Chapter 2 (Classical political economy in Russia) focuses on the
reception of the labour theory of value by Russian economists prior to Tugan-
Baranovsky. This chapter dwells on the order of reading (Ricardo after Marx), and
on the articulation between the notions of labour value and costs of production,
notably through Ziber’s influential interpretation. Chapter 3 (Marginalism in
Russia) draws a map of the reception of marginalism from the 1890s onwards. It
examines the relative influence of English, Austrian and Walrasian marginalist
theories and their theories of exchange and production, as far as they were, or were
not, involved. Taken together, these three chapters provide theoretical explanations
of the genesis of the Russian synthesis, by pointing out in its Russian context from
where the protagonists of the synthesis took the various parts of their theories of
value and of prices.

The second part (The Russian synthesis) is devoted to the various syntheses,
with a substantial interest in Tugan-Baranovsky’s initial attempt. In order to under-
stand it, his system of political economy is reconstructed, at the heart of which his
synthesis takes a central meaning. To this purpose, Chapter 4 (Tugan-Baranovsky
on capitalism and socialism) first retraces Tugan-Baranovsky’s analysis of the cap-
italist mode of production from his theory of crises and cycles to his analysis of
Russian industry. In parallel, his reconsideration of Marxist political economy, to



Introduction 7

which he first subscribed, is retraced until his rejection of Marx’s notion of value.
Then, starting with the background supplied by his reflections on utopia and
science in his historical study of socialism, it evaluates Tugan-Baranovsky’s
positive theory of socialism, in which economic planning takes place according to
his synthetic theory of value and prices. Chapter 5 (Tugan-Baranovsky’s synthe-
sis) then retraces the development of Tugan-Baranovsky’s synthesis and shows
that his analysis of the gap between value and prices provides the key notion of his
economic typology between capitalism and socialism. Chapter 6 (The mathemati-
cians’ syntheses) analyses the evolution of Tugan-Baranovsky’s initial synthesis at
the hands of the first generation of Russian mathematical economists (Dmitriev,
Bortkiewicz, Slutsky, Shaposhnikov, Yurovsky and a few others), with a particular
emphasis on Shaposhnikov and Yurovsky.

Notes

1 On the Russian contribution to the Marxian transformation problem, see Dostaler
(1978), Faccarello (1983) and Jorland (1995). On mathematical political economy in
Russia, see Shukov (1988), Kljukin (2003) and Belykh (2007). On Russian ‘neoricardi-
ans’, see Nuti (1974), Schefold (1992), Marchionatti and Fiorini (2000), Schiitte
(2002), Gehrke and Kurz (2006) and Kljukin (2007). On Russian revisionists, see
Kindersley (1962) and Howard and King (1989, chap. 10, 1990). On Soviet planning,
see Zaubermann (1975) and Sutela (1984). On the introduction of marginalism in
Russia, see Makasheva (2009). On the relation between ethics and economic theory,
see Makasheva (2008).

2 Throughout this book, ‘value’ is most often kept in the singular, to underline the fact
that if such an intrinsic truth exists, it should be unique; while ‘prices’ are most often
kept in the plural, to indicate the manifold manifestations of this real phenomena.

3 See Berdiaev’s The Russian Idea (1947). Berdiaev, Nikolay Alexandrovich
(1874-1948) was a religious philosopher who, in the 1890s, offered a synthesis
between revolutionary Marxism and Kant’s idealist philosophy. Expelled in 1922 from
Soviet Russia, he lived abroad, writing on philosophy, religion and Russia.

4 This has been done elsewhere. See for instance Nuti (1974), Schefold (1992), Mar-
chionatti and Fiorini (2000), Schiitte (2002), Gehrke and Kurz (2006), Belykh (2007)
and Kljukin (2007).

References

Belykh, Andrej Akatovich. 2007. Istorid Rossijskih ekonomiko-matematiceskih issle-
dovanij (History of Russian Economic—Mathematical Investigations). Second edition.
Moscow: LKI.

Berdiaev, Nicolas. 1947. The Russian Idea. London: G. Bless.

Dostaler, Gilles. 1978. Valeur et prix. Histoire d’un débat. Montréal: Frangois Maspero,
Presses Universitaires de Grenoble, Les presses de 1I’Université du Québec.

Faccarello, Gilbert. 1983. Travail, valeur et prix: une critique de la théorie de la valeur.
Paris: Anthropos. Electronic ed., 2009, available at: http://ggjjft.free.fr/ (accessed on
16 July 2014).

Gehrke, Christian and Heinz D. Kurz. 2006. ‘Sraffa on von Bortkiewicz: Reconstructing
the Classical Theory of Value and Distribution’. History of Political Economy, 38(1):
91-149.


http://ggjjff.free.fr/

8 Introduction

Gelesnoff, Wladimir Yakovlevich. 1927. ‘Russland’. In Hans Mayer, Frank A. Fetter and
Richard Reisch, eds, Die Wirtschafistheorie der Gegenwart, vol. 1, 151-181. Vienna:
Julius Springer.

Howard, Michael C. and John E. King. 1989. 4 History of Marxian Economics: Volume
1, 1883-1929. London: Macmillan.

Howard, Michael C. and John E. King. 1990. ‘Tugan-Baranovsky, Russian Revisionism
and Marxian Political Economy’. In Donald E. Moggridge, ed., Perspectives on the
History of Economic Thought, Vol. IlI. Classicals, Marxians and Neo-Classicals.
Hants, England: Edward Elgar for the History of Economics Society.

Howard, Michael C. and John E. King. 1995. ‘Value Theory and Russian Marxism before
the Revolution’. In Ian Steedman, ed., Socialism and Marginalism in Economics:
1870-1930, 224-257. London: Routledge.

Jorland, Gérard. 1995. Les paradoxes du capital. Paris: Odile Jacob.

Kindersley, Richard. 1962. The First Russian Revisionists: a Study of ‘Legal Marxism’ in
Russia. Oxford: Clarendon Press.

Kljukin, Petr Nikolaevich. 2003. ‘Razvitie rossijskoj ¢konomiko-matematiceskoj Skoly v
pervoj treti 20 veka (Development of the Russian Economic—Mathematical School in the
First Third of the Twentieth Century)’. In Y. V. Yakovec, ed., Rossijskie ekonomiceskie
Skoly (Russian Economic Schools), chap. 14, 256-307. Moscow: IFK-MFK.

Kljukin, Petr Nikolaevich. 2007. ‘Revizia neorikardianskoj teorii cennosti i raspredelenia:
novye svidetel’stva i novye gorizonty (Reconsideration of the Neoricardian Theory of
Value and Distribution: New Evidences and Horizons)’. Voprosy ékonomiki, 5: 117-137.

Kljukin, Petr Nikolaevich. 2010. Elementy teorii hozdjstvennogo krugooborota v trudah
rossijskih ekonomistov-matematikov konca XIX — pervoj treti XX v (Elements of a
Theory of the Economic Circuit in the Works of Russian Mathematical Economists,
End of XIX — First Third of XX Centuries). Moscow: Institute of Economics of the
Russian Academy of Sciences.

Kljukin, Petr Nikolaevich. 2014. Rossijskad tradicia ékonomiceskogo analiza, 1890—1935
(Russian Tradition of Economic Analysis, 1890-1935). Moscow: Institute of Eco-
nomics of the Russian Academy of Sciences.

Makasheva, Natalia A. 2008. ‘Searching for an Ethical Basis of Political Economy: Bulga-
kov and Tugan-Baranovsky’. In Vincent Barnett and Joachim Zweynert, eds, Economics
in Russia. Studies in Intellectual History, chap. 6, 75-89. Aldershot, UK: Ashgate.

Makasheva, Natalia A. 2009. ‘Kak marzinalizm prohodil v Rossii? Dva ¢épizoda iz istorii
(How Marginalism Settled in Russia? Two Episodes from History)’. Terra economicus,
7(3): 29-41.

Marchionatti, Roberto and Raffaella Fiorini. 2000. ‘Between Walras and Ricardo. Ladis-
laus von Bortkiewicz and the Origin of Neo-Ricardian Theory’. Revue européenne des
sciences sociales, 38(117): 173-191.

Marshall, Alfred. 1920. Principles of Political Economy. Eighth edition. London: Mac-
millan and Co.

Nuti, Domenico M. 1974. ‘Introduction’. In V. K. Dmitriev, Economic Essays on Value,
Competition and Utility, 7-28. London: Cambridge University Press.

Schefold, Bertram. 1992. ‘V. K. Dmitriev: Ein russischer Neoricardianer’. In Heinz
Rieter, ed., Osteuropdische Dogmengeschichte, vol. XII of Studien zur Entwicklung
der 6konomischen Theorie, 91-110. Berlin: Duncker & Humblot.

Schiitte, Frank. 2002. Die okonomischen Studien V. K. Dmitrievs. Ph.D. diss., Technische
Universitdt Chemnitz. Available at: http://monarch.qucosa.de/fileadmin/data/qucosa/
documents/5136/data/start.html (accessed on 5 August 2014).


http://monarch.qucosa.de/fileadmin/data/qucosa/documents/5136/data/start.html
http://monarch.qucosa.de/fileadmin/data/qucosa/documents/5136/data/start.html

Introduction 9

Seraphim, Hans-Jiirgen. 1925. Neuere russische Wert- und Kapitalzinstheorien. Berlin
and Leipzig: Gruyter.

Shukov, N. S. 1988. ‘Mathematical Economics in Russia (1867-1917)’. Matekon, 24:
3-31.

Sutela, Pekka. 1984. Socialism, Planning and Optimality: A Study in Soviet Economic
Thought. Helsinki: Finnish Society of Sciences and Letters.

Tugan-Baranovsky, Mikhail Ivanovich. 1890. ‘U¢enie o predel’noj poleznosti hozajstven-
nyh blag kak pricina ih cennosti (Study on the Marginal Utility of Economic Goods as
the Cause of their Value)’. Uridiceskij Vestnik, XXII(10/2): 192-230.

Yurovsky, Leonid Naumovich. 1919. Ocerki po teorii ceny (Essays on Price Theory).
Saratov, Russia: Saratov University.

Zauberman, Alfred. 1975. The Mathematical Revolution in Soviet Planning. London:
Oxford University Press.

Zweynert, Joachim. 2002. Eine Geschichte des konomischen Denkens in Russland.
1805—-1905. Marburg, Germany: Metropolis Verlag.



Part 1

The origins of the Russian
synthesis



1 The prehistory of the Russian
synthesis

Value is, so to speak, the epigone of price, and the statement that they must be
identical is a tautology.
(Simmel [1900] 2004, 93)

The Russian synthesis was a peculiar understanding of the relations between
value and prices between 1890 and 1920 in Russia. It was made possible through
a given interpretation of the classical theory of value and with the importation of
the new marginalist theory of prices. This chapter invites the reader on a detour
of the possible relations that value and prices can have, before introducing this
issue within the Russian political economy landscape.

More than a century ago, Vilfredo Pareto complained about the complete
futility and even the harmfulness of the notion of value for economic science. He
applied himself to demonstrating his claim against the classical economists and
chiefly against Marx. He made fun of these economists who pretended that
prices were only the concrete manifestations of the notion of value. In his own
ironical words: ‘After the incarnations of Buddha, we now have the incarnations
of value! What can this mysterious entity really be?” (Pareto [1909] 2014, 122n).
The only benefit of the notion of value, for Pareto, was to confuse the mind of
the reader and hide the flaws of these theories, a claim that was made especially
saliently in Les systémes socialistes (Pareto 1902—1903, chap. 13). In other
words, the metaphysical and therefore superfluous notion of value should be
replaced once and for all by the positivist notion of prices:

So many vague and sometimes contradictory meanings have thus been given
to the term value, that it is better not to use it in the study of political
economy. That is what Jevons did by using the expression exchange ratio;
and it would be better still as did Walras, to use the concept of the price of a
commodity B in terms of a commodity A.

(Pareto [1909] 2014, 122)

Pareto further adds that general equilibrium is foreign to the idea that a single
variable (even the utility or labour) may be the cause of prices (Pareto [1909]
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2014, 123-124)." Therefore, as far as the theory of prices is concerned, Pareto
had two expectations: first, the end of the controversies on the true cause of
value; second, the disappearance of value in favour of prices. This would have
accomplished, for him, the transition from the classical theory of value to a
general equilibrium-based theory of prices.

The nature of the relation between value and prices

One century later, Pareto would be clearly disappointed. Not only has value not
disappeared from economic theory, but the relation between value and prices
was still at the heart of many theoretical debates that marked the twentieth
century: the Marxian transformation problem, the socialist calculation debate,
the non-substitution theorem, the Cambridge capital controversies. These debates
were stimulated by several events that contributed to feed the controversies,
among them, the rediscovery of Bortkiewicz’s articles on the transformation
problem and Sraffa’s Ricardian revival.

The different points of view all implied a relation or absence of relation
between value and prices and, in the background, an idea of the nature of the
transition between the classical theory of value and the marginalist theory of
prices. The consequence of the marginalist theory on the path of development of
economic thought was especially debated: was there a marginalist revolution, or
was it merely an evolution. This continuity vs rupture debate was discussed in a
special issue of History of Political Economy (1972, no 2). As a clue that the
classical economists were still alive, Ricardo was resuscitated in the 1950s—
1960s, and Marx reappeared in times of crisis (and, if perhaps not better read, he
was at least well reissued and sold, even in educational Japanese manga). Appar-
ently, the classical theory of value was not yet buried.

The terms value and prices are often used as synonyms. After all, what a theory
of value or a theory of prices tries to explain is the determinants of the ratio of a
certain quantity of a good obtained in exchange for a quantity of another good. It is
irrelevant at this stage to know if one of the two goods is money or whether the
determinants of this ratio are to be found in the very fact of exchange, or in the
process of production, or if they depend on specific social rules such as those regu-
lating the distribution of the social output. What matters is that prices are such a
ratio. However, several concepts of price are frequently distinguished within a single
theoretical system. It is convenient to differentiate them by calling one value and the
other prices. Various labelling strategies have been applied through time, but two of
them are more frequently observed in the history of economic thought.” In the first —
logical — strategy, prices are used to label the concepts that are closest to the prices
actually observed in historically and spatially located markets; and value is used for
more abstract and remote constructions of the mind. In the second — historical —
strategy, the classical economists tended to favour the term ‘value’ (especially in the
idiom ‘labour value’) and, since the marginalists, the term ‘prices’ has tended to
dominate. Clearly, this terminology is only the result of an agreement, an implicit
consensus. What matters is the content of these concepts and their rationale.
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The primary function of a theory of prices is to explain an exchange ratio.
Some concepts of prices (and above all value) may nevertheless serve other pur-
poses, as it is the case in this book. Other typical purposes are the explanation of
the coordination of economic activities, and the introduction of normative judge-
ment in the process of valuation. Besides the analysis of the nature and the cause
of prices, many economists also investigate its measure. It is therefore necessary
to distinguish between attempts to determine absolute and relative prices. The
quest for an absolute notion of prices (or value, as it was more often labelled) is
contingent on the discovery of a standard of measure. This standard must be
invariable in order to serve its purpose.’ The standards adopted by economists
were chosen for their allegedly near-invariability: labour, money (and other pre-
cious metals), corn (as a metaphor or approximation for real wages, and in the
various models where corn was conceived as both input and output) and baskets
of various commodities (real or theoretically constructed). This quest for an
invariable standard of value was notably one of Ricardo’s main preoccupations
(see Mongin 2003).

Many economists confused the cause and the measure of value, often mixing
them in their discourse, not specifying whether they had an absolute or a relative
concept of prices in mind. In their turn, the theories investigating the causes of
the (relative) ratio of exchange also took various forms. They have either been
based on labour (incorporated or commanded), on costs of production, or on
supply and demand (from its vaguest empirical perception to a complete theoret-
ical formalisation of a partial or general equilibrium framework based — or not —
on marginal utility).

The relationship between any two of these notions (e.g. market price with
normal price, or market value with relative value, or relative value with absolute
value, etc.) took various forms in the history of economic thought. Among the
most remarkable:

»  the gravitation of market price around natural price;
o the transformation of labour value into prices of production;
* and the synthesis, between labour value and marginal utility.

The last two are of interest in Russia’s theoretical context.*

The Marxian transformation problem

The theory of value plays a central role in Marx’s overall critique of political
economy and of the understanding of the workings of a society characterised by a
capitalist mode of production. In the present case, however, it is sufficient to keep
in mind the following. The relation between value and prices in Marx’s Capital is
primarily concerned with revealing — behind the appearance of prices — that the
origin of profit lies in surplus value, and therefore in the exploitation of workers by
capitalists. To do this, Marx developed a system of value in volume I of Capital
(1867), and a system of prices in volume III (1894). It is relevant to remember
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that, albeit published by Engels long after volume I (1867), volume III was com-
posed prior to it. In this system of value, the value of a commodity is determined
by the amount of socially necessary abstract labour time incorporated in that com-
modity during its process of production. This law of value applies to all commod-
ities, including labour power, which appears as a special commodity under
capitalism, alone able to generate surplus value. In order to survive, workers have
to sell their labour power to the capitalists, and the capitalists benefit from the use
value of this labour power. Surplus value appears during the production process as
the difference between the value of the produced commodity (i.e. use value of
labour power) and the value of labour power paid as wage (i.e. exchange value of
labour power). The length of the labour day is greater than that necessary to repro-
duce labour-power, but the workers receive as a wage only that strict minimum.
The resulting surplus labour time becomes unpaid labour and, albeit lawfully
appropriated by capitalists, is the source of the exploitation of workers by capital-
ists, who benefit from this surplus value.

This allows Marx to express a rate of exploitation, defined as the ratio
between surplus value and variable capital. It should be noted that, contrary to
his predecessors who distinguished circulating from fixed capital, Marx distin-
guishes variable from constant capital. The former is constituted from labour
power and is the sole creator of value. The latter, formed from the past product
of labour (crystallised labour), only transmits its value to the commodity. In
volume III, Marx tries to show how surplus value is distributed in the form of
profits. This implies a shift from the system of value to the system of prices of
production, and an attempt to explain the relation between the two systems.
Marx suggests that the system of value is necessary for a genuine understanding
of the system of prices. For him, the whole surplus value is socialised and then
distributed among capitalists under the guise of profits, according to a uniform
rate of profit proportional to their invested variable and constant capital. That
uniform rate of profit is explained through the competition between capitalists.

In 1885, Engels published volume II of Capital, and announced that Marx
provided a solution to the issue of the transformation of labour values into prices
of production that would be published in the further volume of Capital that he
was editing from Marx’s drafts. In his foreword to volume II, Engels initiated a
competition, later known as Engels’s Prize Essay Competition, inviting every
scholar to find Marx’s solution. The solution was promised to appear within a
few months, but it took almost a decade before Engels managed to publish
volume III of Capital. In the meantime, various attempts were made to explain
the existence of an average rate of profit (in the sphere of prices of production)
that would be in harmony with the law of value and that would emerge from it.
Many economists were sceptical of whether such a solution could exist and
started to anticipate that volume I of Capital, based on the law of value, could be
in contradiction to volume III. Nevertheless, several economists participated in
this first round, such as Lexis, Schmidt, and Fireman.’> When Engels eventually
published volume III of Capital in 1894, Marx failed to convince his contempo-
raries, who definitely saw a contradiction between his assumption of a uniform
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rate of profit and his law of value. The issue was: why sectors with a lower
organic composition of capital, and therefore generating a higher amount of
surplus value, were to receive a comparatively lower amount of profit?

Many participants in the competition were disappointed. This was the starting
point for transformation being seen as a problem. After 1894, many debates
occurred between Marxists and non-Marxists, with the parallel development of
revisionism within Marxism, notably in Germany, Italy and Russia. Engels
himself was only involved in these debates for one year (he died in 1895) but he
managed to produce an awkward defence of Marx, involving a historical inter-
pretation of the law of value. The landmarks of these debates were provided by
Bohm-Bawerk’s critique of Marx and Hilferding’s defence (see Sweezy 1949;
Howard and King 1995a), until Bortkiewicz arrived in 1906 and 1907 with his
long-lasting contributions to the transformation problem. Dostaler (1978) rightly
showed that, despite the dazzling developments experienced by the transforma-
tion problem, Bortkiewicz’s solutions shaped in a sustainable manner the nature
and form that the debates would take after him.°

The Russian contributions to the Marxian transformation
problem

Bortkiewicz’s contribution was only the tip of the iceberg of the Russian contri-
butions to the Marxian transformation problem, as remarkably showed in Gilles
Dostaler’s Valeur et prix (1978). Indeed, the works of the Russian economists
Tugan-Baranovsky and Dmitriev are now frequently encountered in the liter-
ature dealing with the problem of the transformation of Marxian labour value
into prices of production, including the issues of the nature and origin of profit,
the tendency of the rate of profit to fall, the theory of distribution (notably the
link or absence of a link between the labour theory of value and the theory of
exploitation) and the use of Marx’s schemes of reproduction for handling these
various theoretical problems. The diffusion and integration of the works of these
Russian economists into the theoretical debates of the Western literature is
essentially due to Bortkiewicz’s much commented on articles published in
1906-1907: ‘Wertrechnung und Preisrechnung im Marxschen System’
(1906-1907) and ‘Zur Berichtigung der grundlegenden theoretischen Konstruk-
tion von Marx im 3. Band des Kapital’ (1907). Bortkiewicz explicitly acknow-
ledged having drawn on the constructions of Tugan-Baranovsky and Dmitriev in
these works.

From Tugan-Baranovsky’s Theoretische Grundlagen des Marxismus (1905),
Bortkiewicz used the solution to the ‘inverse transformation problem’, based on
a numerical example of a revised version of Marx’s schemes of simple reproduc-
tion.” He also looked, but with less interest, at Tugan-Baranovsky’s criticism of
Marx’s theory on the tendency of the rate of profit to fall. From Dmitriev’s Eco-
nomic Essays ([1904] 1974), Bortkiewicz borrowed a handful of mathematical
formulae, including a formulation of the Ricardian prices of production, the
expression of the total amount of labour embodied in a commodity, and several
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expressions for the rate of profit. Drawing on Tugan-Baranovsky and Dmitriev,
Bortkiewicz thus established what was to become the standard mathematical
formulation of the transformation problem (1906—1907), and provided a general
solution to it (1907).

Dmitriev, Tugan-Baranovsky and Bortkiewicz’s contributions related to the
transformation problem have thus been scrutinised in detail (Dostaler 1978;
Jorland 1995; Faccarello 1983). But, for these Russian economists, these specific
works on the transformation problem did not represent the conclusion of their
investigations on value and prices theory. In fact, their specific works in Western
economic literature only account for the starting point of their investigations.
There is a rich tradition of value and prices theories in Russia which cannot be
reduced to the well-known contributions of Tugan-Baranovsky, Dmitriev and
Bortkiewicz on the transformation problem. And this tradition was engaged in
another theoretical programme: the Russian synthesis between marginalism and
the classical theory of value.

The other possible relation between value and prices examined here is their
synthesis. The very idea of mixing the old classical theory of value with the new
marginalist theory of price is not an exclusively Russian affair. The Russian syn-
thesis has its peculiarities, but, before going further, it is time to see what was
happening in Western Europe.

The synthesis in European economic thought

In the transformation framework, the system of value coexists with the system of
prices, and the latter is subordinated to the former. In the synthesis framework,
things are different. In the case of dialectics, the thesis and the antithesis both
disappear to give a new and higher synthesis. In the case of the synthesis
between the labour theory of value and marginal utility, however, it seems that
both notions reflect a different aspect of the same phenomenon, like two dif-
ferent points of view. Both are necessary, and in a complementary relationship.

The synthesising trend between the classical theory of value and the margin-
alist theory of prices appeared in Europe from the 1890s onward. The marginal-
ist revolution of the 1870s was mainly conceived against the classical theory of
value. Then, starting from the 1890s, another approach appeared, which clearly
dominated the debate from the 1920s onward: the conciliation between the clas-
sical and the marginalist theories. This conciliation movement took various
forms, including the synthesis. It suggested an interpretation of continuity in the
development of economic science from the classics to the marginalists, which
partly explains the origin of the term neo-classical that replaced the more revolu-
tionary marginalist appellation.

In theoretical terms, the conciliation or synthesis implied the renunciation of
two claims: first, the marginalists’ claim that everything can be reduced to reas-
oning on marginal utility, especially the prices of factors in the sphere of produc-
tion (this imperialistic claim, which was in fact essentially an Austrian one, was
rejected by those who were inclined to show a conciliatory approach); second,
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the classical claim of establishing too strong a link between labour and value.
What the conciliation movement retained from the classical theory of value was
only one of its variants, according to which normal value is determined by its
long-term costs of production, measured as the sum of wages, profits and rent.
This excludes Marx’s theory of value and some of the interpretations of Ricar-
do’s theory of value.

In England, Marshall offered such a conciliatory approach, according to
which Ricardo and Jevons complemented each other. Despite Jevons’s determi-
nation to let bygones be bygones,® this interpretation gained much influence in
England and abroad. In France, Jevons was also considered to fill the gaps in
Ricardo’s nearly complete theory of value (Zouboulakis 1993, 154). In Italy, the
conciliation of Marx with the writings of the ‘Italian-Lausanne school’ (Pareto,
Pantaleoni) was not unusual (Leone, Labriola, Ricca Salerno). In Germany,
where the debates were disguised under discussions on Objektivismus and Sub-
Jjektivismus, the same reconciliation was offered by, for example, Dietzel and
Bortkiewicz. Dietzel offered reconciliation between Ricardo and the Austrian
Grenznutzen theory of prices, while Bortkiewicz offered attempts at synthesis
between Ricardo and Walras (later in his life, however, Bortkiewicz proposed
another synthesis, nearer to the Marshallian position, between Ricardo and
Bohm-Bawerk — see Chapter 6). Within the Marxian revisionists, Bernstein pro-
posed to fill the holes in the Marxian theory of value with marginalism. An over-
view of Bernstein’s and Marshall’s syntheses is now provided.

Eduard Bernstein, close to Ricardian socialists, was one of those Marxists
who had been disappointed by the publication of volume III of Marx’s Capital.
He started to criticise several theoretical tenets of Marx’s economic theories (for
instance, the reduction of complex labour into simple abstract labour), which
gave him the reputation of being the (world) leader in Marxism revisionism.

Bernstein considered that value is a metaphysical concept that owes nothing
to reality, prices being the only real concept. Value can thus be of conceptual
help, but certainly not in the discovery of exploitation, a concept that does not
need to be abstractly proven, according to Bernstein, but that one can easily see
in reality. Going further in the critique of the labour theory of value, he con-
ceived of exchange relations as being governed by costs of production (allowing,
like Engels, a historical dominance of the labour component).

Bernstein further explains that the labour theory of value analyses the com-
modity from the point of view of simple labour, making an abstraction of several
important things, such as complex labour and utility. For its part, the theory of
marginal utility, equally abstract and metaphysical, focuses its attention on
utility while disregarding other components. And, recalling Marx’s dual charac-
ter of the commodity — use value and (exchange) value — he advocated supple-
menting the labour theory of value with marginal utility theory, in the spirit of
Jevons and Bohm-Bawerk.

What seemed a heresy for orthodox Marxists like Kautsky or Luxemburg was
for Bernstein only the continuation of Marx’s work: after having spent some
time on a particular abstraction (labour in volume I of Capital), it was time to
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take into account the social utility of commodities (volume III of Capital, sup-
plemented by Bernstein’s additions). This position was characterised more as
conciliation than synthesis. This is best understood by Bernstein’s own
metaphor:

Peter and Paul stand before a box filled with minerals. ‘They are parallel-
planed hemihedral crystal’, says Peter. ‘They are pyrites’, says Paul.
Which of the two is right?
‘Both are right’, says the mineralogist. ‘Peter’s statement refers to form,
Paul’s to substance.’... The same is true in the quarrel over value theory.
(Bernstein 1899, translated by Gay 1962, 181)

Labour value and marginal utility are both useful devices in the understanding of
prices. But Bernstein did not develop this conciliation or synthesis further, in
contrast to what Marshall and the Russian synthesis will achieve. Indeed:
‘beyond these hints at a synthesis between Marxism and marginalism Bernstein
did not go’ (Gay 1962, 182).°

For his part, Marshall’s synthesis between Ricardo and Jevons — which had
had the last word on this question by the 1920s — is most famously summed up
in his scissors metaphor:

We might as reasonably dispute whether it is the upper or the under blade of
a pair of scissors that cuts a piece of paper, as whether value is governed by
utility or costs of production. It is true that when one blade is held still, and
the cutting is effected by moving the other, we may say with careless brevity
that the cutting is done by the second; but the statement is not strictly
accurate, and is to be excused only so long as it claims to be merely a
popular and not a strictly scientific account of what happens.

(Marshall 1920, Book V, chap. 3, §7)

One blade of the pair of scissors represents the short-period demand price, or
market price, and focuses its attention on marginal utility. The other blade
represents the long-period supply price, or normal price, and focuses on costs of
production. In the very short period of time (demand prices), supply is con-
sidered as a given, and therefore only prices can adapt to demand. In the short
period, however, supply can adapt to demand to the extent allowed by the
present capacity of production (Marshall 1920, V, 5, §6). In the long period
(supply prices), supply is capable of considerable adaptation to an anticipated
demand, with changes in the infrastructure of production (Marshall 1920, V,
5, 87).

In other words, it is the equilibrium of demand and supply that governs value,
with an emphasis on demand to explain market prices in short periods, and an
emphasis on supply to explain normal prices in long periods. As such, it could
be considered as the synthesis between the English classical and marginalist
schools. But Marshall always maintained that he did not offer such a synthesis
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(Zouboulakis 1993, 179). On the contrary, he insisted upon continuity — and
therefore no need of synthesis — in the development of the English political
economy. In his view, he achieved the construction for which Ricardo and J. S.
Mill had provided most of the foundations, and which Jevons only completed.
This interpretation is naturally more generous to Marshall than to Jevons.

Marshall considered that Ricardo had been unfairly accused of exclusively
favouring costs of production at the expense of utility and demand in the expla-
nation of value. Yet there are traces of demand and utility in chapter 1 of Ricar-
do’s Principles, and even the germ of the idea of a distinction between total and
final utility in chapter 20, ‘Value and Riches’ (see Marshall 1920, Appendix I,
§1, on Ricardo’s theory of value). Moreover, Ricardo’s intentions were to show
how false ideas about the influence of costs of production on value may lead to
the wrong taxation policies. As appears from the following passage from Mar-
shall’s Appendix I on Ricardo’s theory of value, Ricardo conducted his research
in a (very Marshallian) ceteris paribus way, but unfortunately he forgot to state
it explicitly:

It would have been better if he had occasionally repeated the statement that
the values of two commodities are to be regarded as in the long run propor-
tionate to the amount of labour required for making them, only on the con-
dition that other things are equal: i.e., that the labour employed in the two
cases is equally skilled, and therefore equally highly paid; that it is assisted
by proportionate amounts of capital, account being taken of the period of its
investment; and that the rates of profits are equal.

(Marshall 1920, Appendix I, §2)

The same applies to J. S. Mill, who was misinterpreted, according to Marshall,
for his use of the expression costs of production to designate two different
things: the efforts and abstinence of production (real costs), and its economic
measure (money cost). The former should be called costs of production, the
latter expenses of production. And when J. S. Mill wrote that value is regulated
by the ratio of costs of production, only a reader who confuses The Times of
New York and The Times of London may believe that Mill was in fact thinking
of costs and not of expenses (Marshall 1876, 597-598). As in Ricardo’s case,
Marshall further asserts that had J. S. Mill spoken of the ‘Law of Free Produc-
tion and Average Demand’ instead of the ‘Law of Cost of Production’, no con-
troversies would have appeared. As for Jevons, Marshall does not play down his
merits and even finds him some excuses for his alleged arrogance towards
Ricardo and J. S. Mill in that the demand side was particularly neglected until
the 1870s (Marshall 1920, Appendix I, §3). But he blames him for claiming that
his new theory buries the older. He wrote: ‘I hold that much of what Professor
Jevons says about ‘final utility’ is contained, implicitly, at least, in J. S. Mill’s
account’ (Marshall 1876, 599n). Marshall’s achievement was to reconcile these
many ceteris paribus (or statical) analyses of demand and supply in an all-
encompassing general framework — his Principles of Political Economy, first
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published in 1890, with the last, eighth, edition published in 1920. Incidentally,
this coincides with the Russian synthesis timespan.

The synthesis that took place in Russia, and that will be developed in the fol-
lowing chapters, was quite different from its European counterparts. To depict
the spirit of the time, a brief introduction to the Russian debates on value and
prices between 1870 and 1890 is given.

Political economy in Russia

Political economy was institutionalised early in Russia (Berelowitch 1986),
which did not mean that it was independent from political authorities. Tugan-
Baranovsky’s case is significant in this respect. His nomination as professor took
years to be confirmed by the Ministry of Education, and he was even temporarily
exiled for political unreliability. Nevertheless, by the end of the nineteenth
century, the teaching of political economy and of statistics in faculties of law
was systematised. There were links between universities, local and central statis-
ticians, the administration and learned societies. Universities were providing the
expertise needed to pursue the reforms the country had been engaged in since
the emancipation of the serfs in 1861.

There was in Russian economic thought a combination of various foreign
influences (mainly, and in chronological order, French, English, German) with
indigenous ideas. Often, foreign ideas were transformed to fit the perceived
empirical local reality. Regardless of the group they belonged to (see below),
economists read the Western literature as it came into the country. Often, the
rapid or late importation of Western literature was either due to fashion, an offi-
cial translation by the government or the presence or absence of censorship.

Smith was widely read at the beginning of the nineteenth century, subse-
quently followed by Malthus, Say, Sismondi, Saint-Simon, Proudhon, Fourier,
etc. Economic ideas were strongly connected with philosophy in Russia, in
several successive periods: romanticism, German idealism (Schelling and
Hegel), materialism and, just before the twentieth century, neo-Kantianism. Eco-
nomic ideas were also blended with other disciplines, especially orthodox reli-
gious thought but also with history and politics. Indeed, despite the early
institutionalisation of the discipline of economics in Russia, it remained less of
an autonomous discipline than in Western countries. This has been explained by
historians of Russian thought by the obsessive Russian quest for universalism, a
concept that lies at the core of the Russian Idea and which rejects the separation
of theory from practice and the dissemination of knowledge into too loosely sep-
arated disciplines. As a matter of fact, Russian social scientists had a preference
for applied issues over theoretical constructions. This explains the interest of
Russian economists in historical investigations, the taste for statistical studies
and, henceforth, the affinities with German historicism. Furthermore, they held
sacred the importance of moral judgement in science, relegating positive issues
well below normative and idealistic components of the economic discourse. It
was only at the end of the nineteenth century that Russian economists started to
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free themselves from the necessity to apply moral judgement to social phe-
nomena. Finally, Russian scientists favoured holistic approaches.'®

That being said, it is time now for a review of the most important economists
and groups of economists of the last part of the nineteenth century to provide an
overview of the major forces involved: the Populists, the Marxists and the
Historical Economists.

The Populists, or narodniks, were a considerable social movement born in the
1870s. They inherited much of their thought from the Slavophiles, supplemented
with the writings of Marx. The Populists shared with the Slavophiles an unshak-
able faith in the Russian peasant, or muzhik:

The Slavophiles believed in the people, in justice that belonged to the
people, and for them the people was first and foremost the muzhik, who kept
the Orthodox Faith and the national tenor of life. The Slavophiles were
warm defenders of the Commune [i.e. obshchina], which they regarded as
organic and as the original Russian structure of economic life among the
peasantry, as all the narodniks thought. They were decided opponents of the
ideas of Roman Law on property. They did not regard property as sacred
and absolute; owners of property they regarded as stewards only. They repu-
diated Western, bourgeois, capitalist civilization.

(Berdiaev 1960, 30)

Another great source of influence for the Populists was Chernyshevsky, whose
motto is defined in his article ‘Critique of Philosophical Prejudices Against
Communal Ownership’ (1858): the higher state of development is always similar
to the original state in which the development started. According to him, since in
Russia economic development started through a collective form of landowner-
ship (in the obshchina), it must end in this same form. Moreover, there is no
necessity to go through all the stages of development: to the primitive, com-
munism may immediately succeed the highest form of socialism.

The Populist literature from the 1870s onwards may be characterised as an
attempt to combine the ideas of Chernyshevsky and Marx. The description of
the painful consequences of capitalism in Marx’s writings confirmed the Popu-
list conviction that capitalism was not for Russia. Voroncov and Danielson,
who were much more conservative than the revolutionary Chernyshevsky, had
an ambitious theoretical programme. Under their pens, the Populist vision of
the economic development of Russia became the following: capitalism is not
only undesirable, but also impossible in Russia. The argument of shortage of
international markets for technically backward Russian manufactured products
was largely used to show that capitalism could not develop in Russia. Populists
tried to prove with statistics that capitalism was not developing naturally in
Russia as in Western countries, and that the industrialisation policy of the
Imperial government was condemned to fail. This was for some to be taken as
an advantage, to escape the painful stage described by Marx, and to go directly
to the higher agrarian socialistic stage described by Chernyshevsky. These
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Populist theses were most seriously disputed in the 1890s by their Marxist
opponents.'!

The Marxists. Before the Bolshevik 1917 revolution, Marxism covered wide
and varied movements and trends. Almost every anti-Populist was a Marxist.
This should not hide the fact that among so-called Marxists, only some were
aware of any revolutionary dimension in Marxism, while many supporters of
economic liberalism and industrialisation were ranked among Marxists.'

Marx found as nowhere else a remarkable circle of followers in Russia. In the
1870s, among the first readers of Marx, the talented Ziber provided a reading
guide to Capital that replaced the original, the copies of which were sometimes
extremely scarce. In the 1880s, the works of Marx were linked to a Russian
social project started by Plekhanov. In the 1890s, Marxism was mainly used
against the Populists for various political reasons (revolutionary, social-
democrat, liberal). It was so trendy that it took the form of a religion, present in
all spheres of society. The words of the Master were not supposed to be ques-
tioned. In the middle of the 1890s, however, some schisms appeared in Russian
Marxism. So-called ‘Legal Marxists’, inspired by the German neo-Kantian phil-
osophical current, proposed to revise Marx’s doctrine, especially his materialist
philosophy and theory of value. It is among these Legal Marxists that the
Russian synthesis took form. Legal Marxists (among them Tugan-Baranovsky)
were still fighting against the Populists alongside more ‘orthodox’ Marxists,
such as Plekhanov and the up and coming Lenin. A few years later, in the early
1900s, a further division separated, within the orthodoxy, Bolsheviks from Men-
sheviks, according to the importance given, respectively, to the proletariat and to
the peasants. Russian readings of Marx’s theory of value are described below, in
Chapter 2.

Historical Economists. The successive German historical schools, starting
with Kameralism and going up to Kathedersozialists were highly prevalent in
Russia, especially in the academic world. The affinity of Russian economists
with the German historical school is easy to understand, especially in the case of
Russians showing sympathy with the Populist vision of a singular path of
Russian development. German economists, such as Roscher, Schmoller and
Sombeart, had a colossal reputation in Russia. The historical school’s inductive
method, as compared to the English classical school’s more deductive method,
inspired many economists in Russia to become statisticians also, to study the
local conditions under which economic laws applied. But historicism was not an
impermeable doctrine in Russia. It was more of a mindset (see Zweynert 2002,
3.6, 4.3 and 4.7; Barnett 2004; Sheptun 2005).

The most typical example of a Russian economist influenced by the German
historical schools in the 1880s—1890s is A. I. Chuprov. Student and follower of
Babst (the translator of Roscher in Russia), he was professor of political
economy at the University of Moscow, where his manual of political economy
was used by several generations of students. At the same time, he adopted
Marx’s theory of value, was an active promoter of zemstvo statistics (i.e. in local
administration), and had sympathies with the Populists’ doctrines. He is perhaps
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the most characteristic Russian economist of his time. Chuprov’s example does
not suggest that all Russian economists were historicists, but most of them
shared an historical approach. There were of course other movements besides
Populists, Marxists and Historicists, but they were marginal. They will be
referred to as they are encountered. It can already be mentioned that there were
anarchists, liberals, followers of early French socialists, and it should be noted
that Ministers of Finance were more influenced by List and Smith than by Marx.

Supporters of the synthesis were located at the crossroads of these debates.
Tugan-Baranovsky was a Legal Marxist struggling with the Populists (though
later he had more affinities with agrarian and cooperative movements (see
Chapter 4). He shares many historicist attitudes in his works concerning the use
of history and statistics, but he is clearly more of a theoretician than his fellow
economists. For his part, Shaposhnikov was born into another generation, that of
the economist mathematicians, freed from the empirical ground of the German
historical school, and already no longer concerned (at least up until the Bolshe-
vik revolution) with these Populist/Marxist divides. Nevertheless, these divides
were the broad environment in which the Russian synthesis was born.

The groups that have been reviewed in this section are primarily concerned
with conceptions of economic development (and political concerns).!* Behind
these more visible debates, there was a rich tradition in value and prices theory
in Russia.

Value and prices since 1870

This tradition has its beginnings in the 1870s and is associated with the pioneer-
ing figure of Ziber. Before the 1870s, most Russian economists were essentially
following the teachings of Smith, Say, Storch, Sismondi, John Stuart Mill and
von Thiinen (the latter was particularly widely read in Russia, as compared to
Western countries). An important exception might be observed, albeit it
remained almost unnoticed until recently. In the 1850s, Vernadsky had already
showed an awareness of the importance of Ricardo and Gossen in economic
literature (Vernadsky 1858). With this exception in mind, it should be mentioned
that Ricardo was almost absent from the debates until the 1870s, his reasoning
being considered as too abstract for this audience (see Zweynert 2008). The
1870s were particularly rich in contributions on value and prices, with the
appearance of Marx and Ricardo.

Marx’s publication of the first volume of Capital in 1867 had already pro-
voked several reactions in Russia, which were magnified by the publication of
its successful Russian edition by Danielson in 1872 (3,000 copies were sold in a
very short time).'"* The reactions were enthusiastic in the context of the debates
concerning the potential advantage of being a backward economy in contrast to
more advanced Western countries. Especially debated on a large scale were the
description of capitalism, and the idea of stages (or a path) of economic develop-
ment. The question of method attracted a smaller — more academic — audience
(Resis 1970). However, even before the appearance of the Russian edition of
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Marx’s Capital, Ziber had already provided in 1871 a detailed account of Marx’s
economic theory, which was later to be praised by Marx himself (who learnt
Russian in the meanwhile thanks to books and materials sent to him by Daniel-
son). Further discussions took place in the late 1870s on Marx’s labour theory of
value, notably between Zhukovsky, Chicherin and Ziber, definitely putting Marx
at the centre of the debates.

Ricardo’s argument also entered the debate during the 1870s. But it should be
stressed that while Marx and Ricardo were discovered together in Russia in the
1870s, the former was read by a larger public than the latter, who was confined
to a narrower circle of academic economists. Unlike what happened in Britain
and in other European countries, one can even confidently assert that most Rus-
sians, apart from a few pioneers, discovered Ricardo affer Marx. More accu-
rately, they read Ricardo according to Marx, through Marx’s eyes.

In the early 1870s, however, Ricardo was discovered by some scholars. The
issue of rent on land, and subsequently of value, attracted certain attention. In
1871, Fuks compared von Thiinen’s and Ricardo’s theories of rent. The same
year, Zhukovsky offered one of the first mathematical formulations of Ricardo’s
theory of rent. Also in 1871, Ziber provided a thoughtful interpretation of Ricar-
do’s theory of value in his dissertation, David Ricardo’s Theory of Value and
Capital. Ziber subsequently offered the first Russian translation of Ricardo’s
Principles of Political Economy and Taxation (1873) and, later, an edition of
Ricardo’s Works (1882), based on McCulloch’s edition. These annotated edi-
tions contributed to the dissemination of Ricardo’s work.

Compared to the 1870s, the 1880s were a less agitated period as far as theoret-
ical political economy was concerned. In some way, this is explained by the
growing impact of the German historical school in Russia. For instance, the publi-
cation of volume II of Marx’s Capital did not provoke many reactions (when com-
pared to volume I, and, later, to volume III). The period is nevertheless characterised
by a few noteworthy contributions, most of them coming surprisingly from Swit-
zerland. Thus, from Bern, Ziber gave his final word on Ricardo and Marx in the
enlarged version of his dissertation, David Ricardo and Karl Marx in their Socio-
Economic Researches (1885), which, in various subsequent reprints, would become
a classic, influential text. From Geneva, Plekhanov and his Emancipation of Labour
Group, drawing on Ziber, gave birth to ‘Russian Marxism’, through which the
future Bolsheviks and Mensheviks would learn their Marxism (Baron 1954).

Renewed interest in the theories of value and prices was heavily felt in the
next decade, following the impetus given in the 1890s by the appearance in
Russia of volume III of Marx’s Capital and of the various early marginalist the-
ories. The posthumous publication of volume III of Marx’s Capital by Engels in
1894, and in Russian by Danielson in 1896, provoked many reactions, the most
interesting of which was the Russian type of revisionism. For the first time,
Russian economists were ahead of their German colleagues in a particular field:
revision of Marxism. '

The introduction of marginalism in Russia took place at a time when the eco-
nomic thinkers were absorbed in the classical theories (mostly Mill, Say and
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Storch, but also belatedly Ricardo), the German historical school and Marx.
However, the field was already prepared, as the works of von Thiinen and, to a
lesser extent, Gossen and Cournot, were already known in Russia, while some
classical and historical economists, such as Say, Storch and Knies, all widely
read in Russia, paid great tribute to the subjective notion of utility in their works.
Unsurprisingly, the most circulated version of marginalism was Austrian, with
Bohm-Bawerk as the most translated and quoted author. Jevonsian and Walra-
sian theories had a low profile until the number of mathematical economists
grew, especially between the 1900s and the 1920s. Chapter 3 returns to the reac-
tions sparked off by these theories.

With these elements, it is now possible to present a review of the various the-
ories of value and prices in the three decades between 1890 and 1920. Most
Russian economists shared a common education, understood as a mixture of
classical political economy and the German historical school, together with a
compulsory knowledge of Marx. They were interested in contemporary issues,
concerned with agricultural economics, economic history and economic statis-
tics; the most famous Russian economist to conform to this description is
perhaps A. 1. Chuprov (see above). However, there were many differences
between them. As far as value and prices theories are concerned, the following
groups can be identified: followers of the Classics, Marxists, Austrians, and pro-
ponents of the Synthesis.

The Classics. Until the 1890s, Russian economists had a privileged relationship
with the classical theories of value. Ziber not only provided a convincing account
of Ricardo’s theory of value but also constructed a unifying picture of the Classi-
cal tradition, in which all Ricardo’s predecessors could fit as pre-Ricardian econo-
mists. After the 1890s, however, fewer believed that the classical paradigm, as
defined here, could stand the criticism conducted by the historical schools and the
marginalists. Nevertheless, some points deserve to be remarked upon. First, an
interpretation of the classics offered by Manuilov in The Notion of Value Accord-
ing to the Economists of the Classical School (1901) challenged Ziber’s homoge-
nising view by pointing out the great heterogeneity of classical theories from
Smith to Ricardo and beyond. Second, Chicherin, albeit isolated in claiming liber-
alism in Russia, was well disposed towards the French liberal school, especially
Bastiat. Finally, it should be remembered that the so-called Kiev school of political
economy, which regularly provided Russia with ideas, professors and ministers,
almost uniquely kept away from Marxism to profess a more ‘classical truth’. (For
a search for a definition of the Kiev school, see Su§jan 2010.) The strength of the
classical school, beyond these specific economists, was its dominance in the educa-
tion of economists in Russian universities.

The Marxists. Marxism attracted the crowd and many were disposed to pub-
licly defend the Master: Plekhanov used Marx against Bohm-Bawerk, Bukharin
against the Austrian subjective theory of value, Lenin against the Populists and
so forth. At the same time, some Populists (and most evidently Danielson) were
defending the Marxian labour theory of value against its detractors. But few
actually contributed to analytically developing Marxism, and most of those who
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did were (or became) critics of Marx. In fact, the 1890s marked an intense period
of activity by the Legal Marxists, this Russian branch of revisionism, inspired by
neo-Kantianism. This group counted among its members Struve, Tugan-
Baranovsky, Bulgakov, Frank and Berdiaev. They appeared favourable to
Marxism at first, but their contributions very soon became critical, even destruc-
tive. It can be added that if there were many Marxists in Russia, there were only
a few genuinely Marxian scholars: after Ziber in the 1870s, the next great
Marxian scholar to renew the tradition is Rubin in the 1920s.

The Austrians. Encouraged by the growing subjectivism in Russian sociology
(Mikhailovsky), a group of scholars adopted the theories of the Austrian school.
Among these economists, the names of Gelesnoff, Zalesky, and Orzhencky are
frequently found, together with a few others who felt affinities with the math-
ematical method in political economy, such as Woytinsky and Bilimovic. Under
their guidance, the works of Menger, Philippovich and particularly Bohm-
Bawerk were translated into Russian in the 1890s and 1900s. The theory of value
based on subjective utility and questions of method were the main concerns for
these Russian economists. However, as Dmitriev observed, they were also
engaged in a reduction of political economy, and of the theory of value, to ‘phys-
ical-chemical relations’ (Dmitriev 1908, 24).

Besides these groups, the original position of Struve should be mentioned. In
his Economy and Price (1913), he rejects all theories of value on the grounds
that their authors take an abstract concept for reality. For him, value is nothing
more than a metaphysical hypothesis without scientific signification (very much
within a Paretian spirit). Only prices are real for him. At worst, an objective
notion of value could be constructed on the basis of a statistical construction of
prices. In this sense, value would depend on prices, and not the other way round.
This approach led to a considerable reduction in the distance between value and
prices, and resulted in investigations such as the comparison between various
types of price (market vs administrative).

As can be seen from this account, the years 1890-1920 were part of a golden
age of investigations of the theories of value and prices in Russia, which lasted
until the end of the 1920s. The most original of these is that of the synthesis.

The prehistory of the Russian synthesis

Russian economic thought was characterised at the end of the nineteenth century
by a plurality of schools. There was no leading school, such as the liberal school
in France, the classical school in England, or the historical school in the German
states. It will be further argued that the absence of a mainstream allowed the
appearance of the Russian synthesis to take place more easily. Some trends dom-
inated nevertheless: the historical school (for the methodology), the classical
school (for the practical issues), and Marxism (for the labour theory of value).
With this background in mind, it is now possible to turn to the two ingredi-
ents of the synthesis as they were assimilated in Russia and as the protagonists
of the Russian synthesis inherited them: the labour theory of value (Chapter 2)
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and the theory of marginal utility (Chapter 3). As will be seen, Tugan-
Baranovsky was a major player in these debates (see Chapters 4 and 5), while
Shaposhnikov and his colleagues inherited much from them (see Chapter 6).

Notes

1 Pareto had already expressed this idea in his very first lecture on pure economics at
the University of Lausanne in 1893, when he replaced Léon Walras. See Baranzini
and Bridel (1997).

2 In Le détour de valeur (1986), André Lapidus introduces the effective notion of the
champ d’évaluation (evaluation field), to distinguish between these various concepts.
See Lapidus (1986, 16, 45, 64-65, 85-86, 88 and 104-105).

3 An absolute measure of the prices of the commodities a and b (in terms of the invari-
able standard of measure ¢) would give at least two additional pieces of information
that the relative exchange ratio p,, does not: (1) to distinguish, at a given moment in
time, which of the two commodities (if not both, and in which proportion) is respons-
ible for a change in the relative prices p,,; and (2) to distinguish through time if a
stable relative price p,, is due to stable absolute prices p, and p,, or to an increase (or
decrease) in both p, and p, in equal proportion.

4 The idea that the gravitational device is for most economists (with a very few excep-
tions) the central articulation between market prices and their theory of relative prices
is the blueprint around which Bridel’s anthology on Price Theory is organised. See
the editor’s introductions to the various texts (Bridel 2001, especially I: xiv—xvi,
27-28, 48-50, 112-113, 116-123; II: xii, 162—164; III: 97-99, 102-104; and IV:
X—XViii).

5 The history of Engels’s competition is well documented in Dostaler (1978, chap. 2),
Jorland (1995, chap. 2) and Howard and King (1989, chap. 2). On Fireman, the
winner consecrated by Engels, see Alcouffe ef al. (2009).

6 Up until the 1970s, the debates between Marxists, neoricardians and neoclassical
economists were conducted within Bortkiewicz’s framework. A good survey of these
contemporary debates is to be found in Jorland (1995, chap. 6). See Benetti and Carte-
lier (1975a, 1975b) for a good introduction to the issues at stake. Samuelson (1971)
and Desai (1988) provide clear technical and interpretative insights. The end of the
Bortkiewiczian monopoly on these debates, which occurred in the 1970s—1980s, gave
birth to a much more varied literature, the survey of which is henceforth carried out
by subgroups. Even today frequent reckless announcements appear of a definitive
solution to the transformation problem, ending the controversies ... until the next
rejoinder. See Wright (2014) as an example.

7 The inverse transformation problem consists in finding a system of value and a rate of
surplus value, on the basis of a given system of prices together with a given uniform
rate of profit. Tugan-Baranovsky ignored fixed capital (the rate of rotation of constant
and variable capital being of one year), but introduced varied organic compositions of
capital. Furthermore, he respected the following constraints set by himself: (i) the
system of prices and the system of value observe the conditions of simple reproduc-
tion; (ii) total profit is equal to total surplus value. The equality between total value
and total prices, a condition frequently encountered in the literature answering Engels’
competition, is not respected.

8 In Lausanne, Walras shared the same determination, although he arrived, in his theory
of production, at a similar result: the equality between equilibrium prices of a good
and its costs of production, understood as the sum of the equilibrium prices of the
productive services of that good. For their part, Menger and his Austrian followers
maintained that the former classical theory of value could be thrown away. On these
two points, see Chapter 3.
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9 On Bernstein’s revisionism, see Angel (1961), Gay (1962), Dostaler (1978, chap.
IV.A.1) and Howard and King (1989, chap. 4.1I).

10 On the Russian Idea, see Berdiaev (1947). On its implication for the economic meth-
odology, see Zweynert (2008).

11 On the thinkers qualified as Populists, see Venturi (2001). However, the scope,
content and very existence of what is behind the label ‘Populism’ is controversial in
the historiography. The standard account given by Walicki (1969) is challenged by
the research of Richard Pipes (1964), who sees in Populism — in Russian, Narod-
nichestvo — a polemic historical reconstruction by its adversaries. On this debate, and
on the role of Plekhanov in this reconstruction, see the careful historical inquiry of
White (1996). Given that Tugan-Baranovsky was himself (at least at the beginning)
an opponent to these Populists, we allow ourselves to use this term.

12 The Populists considered themselves genuine Marxists, and relegated what are called
here Marxists under the label ‘neo-Marxists’. The reader should not forget that Marx’s
translator in Russia, Danielson, was a leading Populist.

13 For a quick overview of the development of Russian economic thought in general, see
Allisson (2015). A more comprehensive view is to be found in Kingston-Mann
(1999), Zweynert (2002) and Barnett (2005). On the link between political economy
and statistics in Russia, see Stanziani (1998) and Mespoulet (2001). Recent collective
research on Russian economic thought includes Barnett and Zweynert (2008),
Eliseeva and Dmitriev (2013), and Akhabbar and Allisson (2014).

14 Danielson completed a translation started by Bakunin (who gave up for reasons of
personal incompatibility) and continued by Lopatin (who was arrested for trying to
free Chernyshevsky from his forced exile). Danielson alone translated volumes II and
M1 of Capital in 1885 and 1896, almost immediately after their publication in German,
thanks to his active correspondence with Marx and, later, with Engels.

15 The reception in Russia of volume III of Marx’s Capital and Russian revisionism
(Legal Marxism) has been studied extensively by Kindersley (1962) and Howard and
King (1989, chap. 7-10; 1995a; 1995b). It is noteworthy that Tugan-Baranovsky was
the leading Russian revisionist and at the same time was ahead on crises and cycles
theory (see Chapter 4).
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2 Classical political economy in
Russia

The influence exerted by Ziber’s interpretation of Ricardo might be a factor
explaining the persistence of classical political economy in Russia, and the dis-
tinctive character of this intellectual tradition with respect to the ‘modernised’
form of classicism then prevailing in Britain under the influence of Mill and
Marshall.

(Scazzieri 1987, 23)

Classical political economy has a long tradition in Russia, starting in the early
nineteenth century. Within classical political economy, Russian economists were
not primarily interested in value theory. They were instead entangled in more
applied and urgent issues such as the consequences of enforced labour on eco-
nomic development, the search for an optimal tariff policy, or the need for regu-
lation of rural credit. And it is only from the 1870s onwards that the theory of
value started to attract their attention. This can be explained in part by the
gradual transformation of the methodology used by Russian economists towards
more theoretical concerns during the first half of the nineteenth century.! But one
can also see here the influence of the various reforms of the 1860s. The abolition
of serfdom implied that labour acquired a value. As a consequence, the concept
of wage, which was a theoretical notion borrowed from Western manuals of
political economy, became an empirical notion. The same applied to land, which
could (and most of the time should) be purchased by peasants from their former
landlords. The ongoing redistribution of land implied purchase, sale and rent. As
a consequence, the concepts of land as capital and rent appeared as well. Eventu-
ally, the nascent industry introduced capital, wages and profits as empirical real-
ities. The way was paved for these empirical realities to enter the field of
political economy and become the object of theoretical enquiries.

Since the classical theory of value was eventually part and parcel of the
Russian synthesis, it is necessary to establish in this chapter which classical
theory of value was used in these debates. Most of the answer to this question is
to be found in Ziber’s interpretation of Ricardo and Marx.? His interpretation of
classical political economy was influential (see the epigraph above), both from a
material and from a theoretical point of view. Let us first deal with that.?
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From a material point of view, Ziber’s influence was widespread. As far as
Ricardo is concerned, Ziber offered the first comprehensive interpretation of his
theory of value and capital in his dissertation (Ziber 1871). His translations of
Ricardo’s Principles (1873) and Works (1882) with his commentaries were often
the only way for many Russians to get access to Ricardo’s work. Almost all
Russian economists quoted Ziber’s translation explicitly, and Lenin is no excep-
tion to this rule. Even so, Ricardo’s books remained relatively scarce, as evid-
enced by the following example. Having accused his student Klejnbort of
reading Ricardo from secondary literature, Tugan-Baranovsky changed his mind
when he learnt that no copy of Ricardo was available at the library, and he lent
his own copy of Ziber’s translation to his student (Klejnbort 2008, 191-192).
The material impact is far greater where Marx is concerned. In his 1871 disserta-
tion, Ziber analyses Marx’s economic theory of value, money and the analysis of
commodities for the first time in Russian literature. This reading of Marx’s first
volume of Capital appeared one year before the Russian translation of the ori-
ginal (Marx [1867] 1872). And when the original was temporarily banned
through censorship, Ziber’s digest of Capital was still available and played the
role of a substitute (Zweynert 2002, 4.8.5). In addition to being physically more
accessible, Ziber’s exposition style was easier to read and understand than the
original.* Moreover, Marx himself praised Ziber’s 1871 dissertation in the
‘Afterword to the Second German Edition’ of Capital’s first volume (1873):

An excellent Russian translation of ‘Das Kapital’ appeared in the spring of
1872. The edition of 3,000 copies is already nearly exhausted. As early as
1871, N. Sieber, Professor of Political Economy in the University of Kiev,
in his work ‘David Ricardo’s Theory of Value and of Capital’, referred to
my theory of value, of money and of capital, as in its fundamentals a neces-
sary sequel to the teaching of Smith and Ricardo. That which astonishes the
Western European in the reading of this excellent work is the author’s con-
sistent and firm grasp of the purely theoretical position.

(Marx [1873] 1906, 21)

Ziber’s role in popularising Marx’s work was important, especially for the first
generation of Russian Marxists® and even further, since his work represented,
and still represents, a ‘valuable coda’ to Capital (Smith 2001, 48) which sur-
passes Kautsky’s popular volume on Marx (Guelfat 1970, 144). On this point,
the Soviet historiography is consistent with contemporary views on Ziber as the
first scientific interpreter of Marx and the first Marx propagandist in Russia. His
doctoral dissertation on Ricardo’s theory of value and capital (Ziber 1871)
together with some papers on Marx’s economic theory appeared together in his
most famous work, David Ricardo and Karl Marx in their Socio-Economic
Researches (1885). This was to become a bedside book for generations of
Russian Marxists. The best illustration of this fact is perhaps contained in
Lenin’s following footnote, added to the 1908 edition of his 1897 Characterisa-
tion of Economic Romanticism:
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The word ‘realist’ was used here instead of the word Marxist exclusively for
censorship reasons. For the same reason, instead of referring to Capital, we
referred to Sieber’s book, which summarised Marx’s Capital.

(Lenin [1908] 1972, 188)

But besides this role of popularising and disseminating the theories of Ricardo
and Marx, Ziber was also conveying his own interpretation of the classical
theory of value. This theoretical influence was not as widespread as the material
influence that has just been reviewed but it had a deep impact on the understand-
ing of the classical theory of value of several generations of Russian economists,
foremost among them the Legal Marxists. Ziber may rightly be considered as a
precursor of the Legal Marxists (see Zweynert 2002, 4.8.5).

Ziber’s theoretical legacy may be summed up in three principles. First, the
economy should be studied from a social point of view. Second, the economist
must take average and universal facts into account if he pretends to offer general
laws. Third, the economic development of societies takes a deterministic evolu-
tionary road. This third point, albeit significant in understanding Ziber’s posture
towards Marx, will not be developed further, except for a few comments here
(see White 2009). It follows from Ziber’s deterministic evolutionary Weltan-
schauung that (i) he does not perceive the necessity of revolution, because of the
unavoidable succession of socialism after capitalism; and (ii) he rejects Hegelian
dialectics as being of any help in understanding Marx’s economic theory.® Ziber
considers that the latter instead followed the English deductive methodology:

This brief extract from the first chapter of Marx’s work and the appendix to
it at the end of the book contains, if I am not mistaken, the most essential
features of the author’s doctrine of value and the general properties of
money. The peculiar language and the quite laconic manner of expression
does little to facilitate the comprehension of his ideas, and in some cases has
led to the accusation that he employs a metaphysical approach to the inves-
tigation of value. With the exception of a few places in the chapter where
perhaps some statements are indeed made which do not really correspond to
the truth, the accusation seems to me unjust. As far as the theory itself is
concerned, Marx’s method is the deductive method of the whole English
school, and both its faults and its merits are those shared by the best of the
theoretical economists.

(Ziber [1871] 2001, 30)

Ziber considers the Russian obshchina as a backward-looking institution doomed
to failure, and those who defended it (the Populists) as performing counter-
productively (in contradiction to Marx’s later views on the issue, i.e. in his letter
to Zasulich).

With this Weltanschauung, Ziber’s reading of the classical economists
reached the following conclusions. First, there is a striking continuity within
the classical school, with Ricardo as the focal point: (i) past economists were
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imperfect Ricardians; (ii) Ricardo was mostly right, but used a style of exposi-
tion that prevented his successors from correctly understanding him; (iii) while
Marx, bringing to light what was already but imperfectly developed in Ricardo,
is his true follower.

This chapter analyses first Ziber’s reading of the classical theory of value,
with an emphasis on the Ricardo-Marx connection. Then, it examines Ziber’s
particular interpretation of the classical labour theory of value, in relation to the
costs of production theory. Finally, it explains how Russian economists them-
selves depict the classical theory of value affer Ziber or, in other words, how
they read Ricardo affer Marx.

Ziber on Ricardo and Marx

The specific feature of his work [Ziber’s] is that it emphasises the continuity of
the theory of value from Smith to Marx through Ricardo.
(Schiitte 2002, 23)

In David Ricardo and Karl Marx in their Socio-Economic Researches (1885),
Ziber presented a study of the general principles of Ricardo and his school on
the issue of value and capital.” His book is organised in the following way:

1 On value in general and its elements
2 The doctrine of value of Ricardo, his predecessors and some of his
successors
The theory of costs of production and of demand and supply
4 Marx’s theory of value and money [the only translated chapter (see Ziber
[1871]2001)]
The notion of capital
On the origins and saving of capital
7 On the reason for the appearance of pure income from capital or the value
of labour-power
8 Constant and variable capital. Simple and complex cooperation
9 The analysis of the theory of social cooperation
10 Machines and large-scale industry
11 The analysis of the theory of machine production
12 The theory of capital accumulation and the capitalist law of population
13 The analysis of the theory of capital accumulation and the refutation of
Malthus’s theory.

w

AN

The above table of contents corresponds to the 1897 posthumous reprint of the
1885 first edition (the only change being the division of chapter 10 from 1885
into chapters 10 and 11 in 1897). The genesis of that work is older than 1885. In
fact, his 1871 dissertation (David Ricardo’s Theory of Value and Capital in
Relation to the Latest Contributions and Interpretations) was based on the above
chapters 1 to 7 being almost identical except for chapter 4, on Marx’s theory of
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value. The 1871 version of the fourth chapter® is based on the first German
edition of Marx’s Capital (vol. I). In 1885 (and therefore 1897), chapter 4
appears doubled in size and enriched by a reading of the second German
edition of Marx’s Capital (vol. I). The additions to that chapter were already
published in separate articles by Ziber between 1874 and 1877. Similarly, the
new chapters 8 to 12 were published as separate articles during 1878. Only
chapter 13 on Malthus appears in the 1880s as an extension of chapter 12.° It is
therefore important to keep in mind that Ziber’s thoughts on Ricardo were
already established in 1871 and that his thoughts on Marx evolved between
1871 and 1878.

In his chapter 1, Ziber starts by describing some methodological principles or
caveats that he considers important to follow in any investigation of the theory
of value. According to these tenets, the economist must look at the economy
from a social point of view; his attention should be directed towards average and
permanent conditions, i.e. over a long period perspective,'® and consider only
typical economic acts (Ziber 1897, 16-27). The non-respecting of one of these
principles is characteristic of the alternative theories (costs of production, supply
and demand, subjective utility, scarcity, etc.) that Ziber systematically and suc-
cessively dismantles in his third chapter.

These basic principles are already partly operating in Ricardo’s predecessors.
Thus, in an extensive review of the literature, Ziber looks for what was already
Ricardian in the works of Boisguilbert, Hobbes, Petty, Locke, Steuart, Cantillon,
Quesnay, Mercier de la Riviére, Le Trosne, Franklin and Smith (Ziber 1897,
chap. 2, 50-74). When he came to consider Ricardo, Ziber found all the tenets
operating.

For Ziber, Ricardo has a labour theory of value. The exchange value of two
goods is therefore regulated by the comparative amounts of labour embodied in
their production. Labour alone provides a general law of value. This does not
mean that utility, or scarcity, or anything else have nothing to do with value. But
these particular circumstances only play secondary roles in particular exchanges.
As was recognised in the dominant — German — literature, Ricardo himself
recognises the existence of these particular forces, either in the case of special
products (rare statues and paintings, etc.) or in the local and temporal deviations
of market prices around natural prices. These circumstances may produce only
local and specific laws, while labour, as a social and objective force, as the living
principle of every economic society, is the sole universal regulator of value,
involved in every #ypical exchange.

In one of the numerous illustrations scattered throughout his book, Ziber
replies to those objections that the labour costs of transportation are irrelevant
for the determination of exchange value, based on the famous example of butter
transported ten times between Paris and Marseille before being sold. Ziber
answers that, while it is true that transportation costs will not be included ten
times in the value of the butter, these are isolated and not typical costs. In a
general, typical, normal situation, butter is not transported ten times, and dia-
monds are not found on the streets (Ziber 1897, 125-130).
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The labour theory of value is valid in a social economy characterised by the
division of labour and not only in the Smithian version of primitive societies.
(Ziber does not believe in societies without capital goods, see 1897, 79). In that
case, Ricardo also includes in the amount of labour that which is necessary for
the production of the needed tools and machines. In short, Ricardo’s theory of
value considers labour as the internal quality of goods, because of its general,
social and objective nature (Ziber 1897, 74-91). In Ziber’s own words, Ricar-
do’s achievement is a collective one:

The labour theory, as the measure and regulator of exchange relations, least
of all can be considered as the discovery of Ricardo, who only gave a sharp
and clear formulation of the teachings of his predecessors [...]. To a certain
extent this theory can be considered the domain of the whole mankind,
because its consciousness, though more or less vague, is common in most
peoples around the globe at various stages of development.

(Ziber 1897, 86)

Ricardo’s theory is, however, not free from faults. But these shortcomings, as
Ziber explains, are mostly an issue of exposition, a question of form, and not of
content (Ziber 1897, 91). For Ziber, many objections raised against this theory
are easily overcome by using the appropriate terminology that Ricardo was
lacking, but that Marx, as the genuine follower of Ricardo, eventually provided.

First of all, Ricardo and his school constantly studied the issue of the magni-
tude and the determinants of value, without ever examining the form of value
(Ziber 1897, 186). This received a thorough treatment for the first time only in
Marx’s analysis.'" And, as a consequence, Ricardo did not realise that labour had
a dual form (abstract vs concrete), which impeded him from clearly distinguish-
ing between the value of labour and the value of the product. Ricardo’s apparent
struggle to take into account in his theory of value the presence of profit is also a
consequence of him not distinguishing labour from labour power. The law of
value is not disrupted by the existence of profit. Profit is already in the product,
but takes the form of profit only at the time of exchange (Ziber 1897, 111). Wage
is not the value of labour, but the value of labour power. Here appears one of
Marx’s main improvements to the Ricardian labour theory of value: the notion
of surplus value. Ziber then exposes, essentially in his chapters 7 and 8, Marx’s
other terminological improvements: surplus product, absolute and relative
surplus value, the notion of exploitation as the source of profit, the rate of
exploitation, etc. The overall tone of the discussion is best captured by the fol-
lowing sentence:

all those who agree that the regulator of exchange relations and the creator
of value is human labour must also, whether he likes it or not, agree with its
logical consequences, i.e. with Marx’s theory of surplus product and surplus
value.

(Ziber 1897, 332. Italics in original.)
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With the introduction of the distinction between constant and variable capital (a
further terminological improvement as compared to Ricardo), Ziber realised that
two firms with various organic compositions of capital and the same rate of
exploitation cannot achieve the same rate of profit. He foresees the transforma-
tion problem:

We saw that not only the variable part of capital but also constant capital
— production tools, auxiliary and raw materials — enters production. The
proportion between those two parts of capital depends on technical con-
ditions, and varies according to the branch of industry. But whatever may
be the relation of constant to variable capital — 1:2, 1:10, 1:x — it does not
change the validity of the law expressed above, which may be formulated
as follows: with a given value for labour power and a uniform exploita-
tion rate (i.e. with equal surplus labour time), the quantities of value and
surplus value produced by way of various forms of capital remain in pro-
portion to the quantities of the variable part of that capital, i.e. from
those parts of capital which are living labour power. This becomes com-
pletely clear when one remembers that surplus value is exclusively pro-
duced by living labour power and, consequently, only by variable capital.
The latter is so named because it grows during the process of production.
And, in contrast, fixed capital, i.e. the product of previous — and there-
fore dead — labour, only transfers its value to the final product by
replication.

This law seems in contradiction to the factual evidence. It is well known
that the textile manufacturer makes a relatively greater use of constant
capital than, say, the baker. Yet the former does not consequently receive
less profit than the latter. That should, however, be exactly the case if we
hold that profit is obtained only through variable capital. Marx promised to
explain this contradiction in the second volume of Capital.

(Ziber 1897, 347-348)

Ziber does not go further on that issue than waiting for Marx’s answer. Here, it
can only be regretted that Ziber died at the early age of 44 and was thus unable
to read volume II and, above all, volume III of Capital. It can be guessed that he
would have positively welcomed Marx’s transformation procedure since, based
on the metamorphosis of surplus value into profit, it perfectly accords with
Ziber’s enthusiasm for Marx’s study of forms.'? On this, he was in line with
Marx, ready to accept the antagonistic character of the contemporary mode of
production:

The introduction of the division of labour does not change the fundamental
physiological principle that labour is followed by the consumption of the
produced good. Thus, the exchange of the produced good follows the prin-
ciple of the equivalence of labour. However, by introducing a distance
between needs and their satisfaction, the division of labour introduced an
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antagonistic process in the distribution of wealth, foreign to the primitive
social forms of production.
(Ziber 1897, 86, emphasis added)

Ziber was fully conscious of the peculiarities of the capitalist mode of produc-
tion, and most of the subsequent parts of his book are devoted to the exploration
of what he calls social cooperation, which covers the issue of social coordin-
ation of human activities in the presence of a social division of labour, and in
which the law of value occupies an important place.'

The following conclusions can be drawn from the above presentation of the
theories of value of Ricardo and Marx. Ziber established a direct connection
between their theories: they both had a labour theory of value. This Ricardo—
Marx filiation survived for some time in Russian economic thought, thanks to
Ziber’s interpretation of Ricardo as a pure labour theorist of value.' It was relat-
ively easy to maintain, at least until the publication of the third volume of
Capital in 1894 (and in Russian translation in 1896). However, it would become
more difficult with the third volume, in which Marx’s theory of value confronts
a Ricardian theory of prices of production. Here, Ziber would have been disap-
pointed, for he did not see in Ricardo a prices of production theory, in the sense
of a costs of production theory. For Ziber, the terms costs of production and
value (understood as labour value) were often used awkwardly by Ricardo, but
also synonymously to designate the same labour theory of value. The following
section explains how he defended this claim.

Labour and costs of production

Nowhere does Ricardo consider surplus-value separately and independently
from its particular forms — profit (interest) and rent.[...] When we speak of
his theory of surplus-value, we are, therefore, speaking of his theory of
profit, in so far as he confuses the latter with surplus-value, i.e., in so far as
he only considers profit in relation to variable capital, the part of capital laid
out in wages. We shall later deal with what he says of profit as distinct from
surplus-value.

It is so much in the nature of the subject matter that surplus-value can
only be considered in relation to variable capital, i.e., capital laid out directly
in wages — and without an understanding of surplus-value no theory of profit
is possible — that Ricardo treats the entire capital as variable capital and
avoids constant capital, although he occasionally mentions it in the form of
advances.

(Marx [1861-1863] 1971, 636)

In order to follow Ziber’s claim that, for Ricardo, costs of production and labour
value are synonymous, it is necessary to go back to the tenets of classical polit-
ical economy according to Ziber. But first, in order to give an idea of how Ziber
conducted his investigations, the latter justification, which is characteristic of his
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method of exposition, will be dwelt upon: first a few remarks, then a chronologi-
cal examination of past authorities until the present one, and then his own
remarks. Ziber studied the way in which economists ordered the ‘various parts
of science’ (value, production, distribution, exchange), starting with old authors:

With regard to some [...] economists, writing in the seventeenth and eight-
eenth centuries, then, if I am not mistaken, the position of the various parts
of science was not ordered by them to a rigorously thought-out plan, but
instead in a rather chaotic disorder, corresponding to the state of economic
knowledge prevailing at that time.

(Ziber 1897, 8)

He goes on: ‘Physiocrats, with the notable exception of Le Trosne, introduced
the notion of value only incidentally, while Smith first gives a theory of value
before investigating the origin and the distribution of income.’' Ricardo, James
Mill and McCulloch constitute, by following Smith on this point, a tradition
which opposed John Stuart Mill, with his unfortunate and inconsistently fol-
lowed inversion (Ziber 1897, 7-9). Besides, Ziber disregards those for whom
‘I’échange, c’est I’économie politique (exchange is political economy)’ (Bastiat
quoted by Ziber 1897, 7), since ‘Exchange relations are inconceivable without
value, but value is conceivable without exchange relations.” (Ziber 1897, 8). And
he gives priority to value as ‘the most essential domain of political economy’ by
emphasising the social role of value: what is isolated (the isolated economy)
should be conceived as part of the ‘social whole’ (social economy) before it is
ever possible to think about production and distribution of the social product
(Ziber 1897, 8). This leads to Ziber’s tenets — (1) the average and permanent
conditions and (2) the preference for the social point of view — and their
consequences.

(1) Average and permanent conditions. Although each economic phenom-
enon takes place at a given place and time, the ‘method of average numbers’ is a
prerequisite for any scientific enquiry of the economic system. Ziber rejects the
possibility of investigating all points in space and time, since it would require
much more than just a life-long collection of data for a mass of statisticians. On
the other hand, he rejects observation from only one point in space and time for
his particularism.'® He opts for the only relevant point of view according to him
— the average location at the average moment — in order to distinguish the per-
manent effects from their accidental and temporary deviations and avoid confus-
ing primary with secondary explanations. According to Ziber, who makes an
extensive use of this argument, the average method is typical of the classical
school.

Thus, while a woman may favour a fur coat in winter and a dress in summer,
this preference is meaningless when observed at the average moment of the year
(Ziber 1897, 31). Similarly, the time necessary to produce a given good should
not be observed from the most skilful or from the worst representative of his
profession, but from the average representative. Ziber invokes Quetelet’s notion
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of the ‘average man’ to explain that the average worker is not a concrete isolated
individual, but a social statistically constructed individual. This point is illus-
trated by Ziber from Edmund Burke’s experimentation, according to which five
farmers working together are more productive than the same five farmers each
working in isolation (Ziber 1897, 18). The average man’s production is not that
of the isolated farmer, but a fifth of the social production of the group of farmers.
This leads to the distinction between the individual and the social economy.

(2) Individual and social economy. Without defining it explicitly, Ziber fre-
quently used the notion of ‘individual economy’. (He used the terms ‘individual
economy’, ‘isolated economy’ and ‘private economy’ synonymously.) The term
was taken from the German literature to designate an economic entity of the
smallest dimension (but not necessarily a single agent). In the examples used by
Ziber, it alternatively represents a household, a firm, a Russian agrarian com-
munity or a landlord with his family, serfs and servants. On the other side, the
social economy is the result of the interactions between the individual eco-
nomies. Everything observed at the level of the individual economies is present
in the social economy, but there are three fundamental differences between all
individual economies and the social economy, and economists too often forget
about them.

First, the social economy results from the cooperation of the productive
powers of the individual economies, which are not observable when one looks at
a unique individual economy. The simple or complex cooperation that results
from the division of labour takes place only at the level of the social economy
and depends on the society’s level of development. The appropriate level of
observation is therefore not the individual economy, but the average individual
economy, which takes into account the complex relationships between individual
economies — see the example of Burke above.

Second, each part of the social economy is in a situation of mutual depend-
ence. If an individual firm produces more, it will certainly earn more; but if all
individual firms produce more, this will hardly be the case. Therefore, the social
economy cannot be considered from the point of view of the individual economy
(Ziber 1897, 18-21).

Third, the individual economy is subordinated to the social economy: an indi-
vidual economy cannot change the conditions of the social economy.'” In short,
the laws governing the individual economy cannot be applied to the social
economy or vice-versa. Their domains of application should not be confused.'®

Two major consequences for the theory of value are derivable from the two
methodological principles that have just been described: (i) the notion of utility
is considered as objective (Ziber 1897, 1415, 29-41, 47); and (ii) the contradic-
tion between costs of production and labour theory of value is only apparent.

(i) Objective utility. Ziber defines the notion of utility as the capacity of con-
sumed goods to satisfy needs. He follows here an English tradition, opposed to
the continental one according to which individual subjective judgement is the
source of utility. For Ziber, ‘utility is perfectly objective’ (Ziber 1897, 29):
human needs are classified according to well-known physiological requisites:
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nourishment, clothing, housing.... In a social economy, at a given average
moment, useful labour, which attributes utility to goods, is distributed to equally
satisfy these needs. Of course, adds Ziber, one may prefer chocolate to a more
nourishing plate, but this is only an individual ‘caprice’, and does not matter in
average conditions in the average man. The same can be said of wood and bread.
At a given moment, a man may first have need of bread, if he is hungry, or of
wood, if he is cold. But on the average, bread and wood bring him an equal —
qualitative — satisfaction.

Ziber refutes on this basis the idea that utility can be the source of exchange
value, with a few counterexamples: utility of exchanged goods cannot be com-
pared, since one is absolutely useless and the other absolutely useful for an
exchanger. He goes further: two units of the same good are worth twice the value
of one unit, not because they bring twice the utility, but because they cost twice
as much to produce. Here the average method is central to the refutation of all
subjectivist approaches: social production is directed towards the satisfaction of
permanent needs; temporal variations around them, in which some see the true
source of value, are nothing other than ‘caprices’.

The consequence of this point of view should not be underestimated. The notion
of objective utility is an important pattern of thought imposed on Russian economic
thought by Ziber’s theoretical agenda, as recognised by Dmitriev himself:

Ziber’s scientific authority consecrated this semi-conscious disregard for
‘subjective’ or ‘psychological’ theories of value, which established in our
country from the very beginning the false idea that these theories contradict
the positivist principles then prevailing in the minds of Russian society.
(Dmitriev 1908, 16)

For Ziber, human needs being on average permanent, the activity of the social
economy is directed towards the satisfaction of these needs. The underlying
understanding of objective utility was opposed to the continental notion of sub-
jective utility prevailing in Russia at that time, which had found its place beside
costs of production in the theory of value. The idea that both labour and utility
are objective factors can be invoked in explaining the delay in the reception of
marginalism in Russia, which began tentatively in the early 1890s, starting from
Tugan-Baranovsky’s ‘Study on the Marginal Utility of Economic Goods as the
Cause of their Value’ (Tugan-Baranovsky 1890, see next chapter.). But a still
more fundamental pattern of thought follows.

(it) Labour value and costs of production. For Ziber, most economists failed
to understand correctly Ricardo’s position concerning the source of value. Some
support the idea that Ricardo had a labour theory of value, implying that quant-
ities of labour embodied in goods are the only source of value. Others affirm that
Ricardo supported a costs of production theory, implying thereby considerations
other than labour. But while most saw a contradiction between the two incom-
patible positions,' Ziber has a simple solution: he looks at the economy from a
social point of view, then from an individual point of view, and is then able to
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make up his mind. From a social point of view, labour is the regulator of
exchange value:

From a bird’s eye view of the social economy, by keeping in mind that the
whole economy and its constituent parts are significantly different, and with
regard to the diversity of the situations and forces of individual economies,
there exists a neutral basis through which all economies have an equal right
to change the form of their products by way of an exchange against other
productions. In that case, we can be certain that the regulator of the
exchange ratio can only be the labour contained in the product. There cannot
be any other economic condition, common to all the economies [...].
Regardless of the existence of the division of labour, regardless of the form
of output distribution in the society, in all cases the society spends a known
quantity of effort with the aim of getting its means of subsistence.

(Ziber 1897, 106-107)

From an individual point of view, however, costs of production seem to play the
same role:

But if one looks at things from the point of view of the individual economy in
its most dominant form, i.e. the firm owner, then the issue presents itself in
another form.[...] First, he pays wages to his workers. Second, he buys tools
and materials for the production. Third, he pays interest on borrowed capital, in
the case of course where the size of his firm does not enable him to limit
himself to his own means. Prices of tools and materials also include the profit
of those entrepreneurs in the other economic sectors involved. Finally, by
selling the product of his own [individual] economy, the entrepreneur receives
some surplus, exceeding all the mentioned expenses, which constitutes the
profit of the firm. Thus, the quantity of product received in exchange must
compensate for the cost of several components. One of them, wages, can be
reduced in one way or another into labour and constitutes an expenditure.
Another, interest, does not reduce to labour and constitutes another expendi-
ture. Finally, a third component, the entrepreneur’s profit, cannot be reduced to
labour either, but constitutes an income. An immediate conclusion comes to
mind: exchange ratios are not regulated by labour, which does not enter alone
into the production of the good, but together with the other costs of production.

(Ziber 1897, 107-108)

For Ziber, there is no doubt which point of view to favour:

the costs theory is just a theory for the individual economy, transferred into
the sphere of the social economy; and if the costs theory means something
in the office and shop, it does not follow that it explains much of the rela-
tions in the socio-economic system.

(Ziber 1897, 118)
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Costs of production and labour value explain the same phenomena from two dif-
ferent points of view: the individual economy and the social economy.? Only
the latter is pertinent to the study of classical political economy, defined by
Ziber’s tenets: social point of view, universal and average conditions. For Ziber,
the fact that Ricardo did not strictly follow one of his methodological caveats
(the individual economy should not be confused with the social economy)
largely explains the misinterpretations of Ricardo’s theory of value in the eco-
nomic literature.”! But often when he wrote about ‘costs of production’, he was
rightly considering, for Ziber, the labour costs of producing.

Ziber’s conception of Ricardo’s theory of value as a pure labour theory of
value is not unrelated to the success of the Ricardo—Marx filiation he established,
for reasons that will now be set out. This filiation was to be the influential
medium by which Ziber left a lasting legacy in Russian economic thought.?

Ricardo after Marx

Did Marx follow Ricardo, or did he introduce a departure from him? Marx’s ori-
ginal intentions were without doubt to produce a critique of political economy,
capable of rendering it obsolete. But at the same time, helped by Engels, he was the
origin of the ambiguity that mars that issue, with his claim to follow classical polit-
ical economy, even if distinct from vulgar political economy. That was only one
step from what Dostaler called the ‘transformation of the critique of political
economy into Marxist political economy’ (Dostaler 1978, 119, 125), and it was but
a short step. It is nowadays readily admitted that there exists a possible (neo-)
Ricardian reading of Capital. This reading sets itself the task of solving the trans-
formation problem by way of putting Marxist political economy into systems of
equations (the road opened up by Bortkiewicz). But there is also an acknowledge-
ment that this reading narrows and departs from the extent of Marx’s project, which
followed the Ricardian path for reasons, such as external credibility, that were
foreign to his original critical intentions. With the publication in 1905 by Kautsky
of Marx’s Theories of Surplus Value (1861-1863, the so-called volume IV of
Capital), Marx appeared from that time onwards as a Ricardian economist.*

In Russia, the perception of the relationship between Marx and Ricardo pro-
gressed somewhat differently. Russian economists had long been kept away
from Ricardo, considered as a representative of an ‘abstract’ branch of classical
political economy — see the classification of economic schools in Vernadsky
1858. Therefore, and despite Ziber’s efforts in the 1870s, Ricardo was little read,
except by a very few non-conformists. His thinking arrived in Russia only
through German mediation (not always sympathetic — see Knies) that presented
Ricardo as a costs of production theorist who did not neglect subjective compon-
ents, such as utility, or the interplay of supply and demand. This is, of course, far
from Ziber’s reading. But there is first of all another reason why the relationship
between Marx and Ricardo was seen differently in Russia: Marx was no Ricard-
ian economist; on the contrary, Ricardo was perceived as a ‘pre-Marxist’ eco-
nomist. This can be explained in two steps.
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First, Marx’s theory invaded the whole Russian economic stage, and even the
whole of public life, long before a real interest in Ricardo arose. Indeed, as early
as 1860, Marx received a letter from a Russian journalist (Sazonov), informing
him that a Professor (Babst) had conducted a public lecture on political economy
in Moscow, whose first session was nothing but a paraphrase of Marx’s Critique
of Political Economy (Marx [1859] 1987; see also Rubel, in Marx 1965, cix—cx).
Then, from 1877 until 1899, under the influence of A. I. Chuprov, Marx’s
theory, understood as a theory of historical materialism and a theory of value
and exploitation, was approved and reproduced without reservation (Schiitte
2002, 23). Thus, Marx’s influence on Russian economists was considerable:
‘Between 1870 and 1900, the works of almost all Russian economists were influ-
enced by Marxism’ (Schiitte 2002, 22). Therefore, until the 1890s, all Russian
economists were Marxists to some extent, no matter whether they were Popu-
lists, industrialists, socialists or even liberals. Marx meant something different
for all of them, but it is difficult to find, apart from Bakunin or Chicherin, much
opposition to him. In this great, yet undifferentiated, Marxist crowd there were
many debates on the social significance and the domain of application of the
theory, but the theory itself was not questioned. As a consequence, Marxism was
taken as dogma:

Thus, when Marx’s ideas were disseminated in our country, the foundations
for the recognition of the labour theory of value as an indisputable dogma —
a uniquely true and definitive solution — were already completely prepared.
The fascination for Marx and the erroneous representation of the continuous
link between his theory of value and the theory of labour exploitation
strengthened the ‘faith’ in the labour theory into a more fanatical and intol-
erant attitude towards other points of view and criticisms.

(Dmitriev 1908, 16)

This was particularly true of the more orthodox Marxists:

The attitude of the orthodox Marxists was the most clear-cut: whatever
truths there were in classical analysis were preserved in Marxism. In con-
sequence, they never developed classical economic theory directly. Nor
were they interested in doing so indirectly, by elaboration on Marx’s techni-
cal economic analysis.

(Howard and King 1998, 150)

It was the social, critical and prophetic parts of Marx’s work that were fascinat-
ing. In his theory of the value of the commodity, the prominence of human
labour was highly esteemed by Russians, and it was sufficient. There was no
need to read Ricardo, since the latter was perceived as a predecessor of Marx,
but without the social, critical and more applied dimension. Moreover, Ziber’s
Ricardo was in full conformity with that picture. Marx’s law of value, which was
that of Ricardo, was thus not further questioned.
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Only as a second step was Ricardo eventually read. It began with the publica-
tion of the third volume of Marx’s Capital in 1894 (1896 in Russian). With this
publication, some of these Russian Marxists came to realise that Marx was
entangled in a serious contradiction that he had failed to solve: the incompatibil-
ity, or difficulty of conciliating his law of value with a theory of prices that, as if
it was not enough, was called Ricardian in the Western literature. It was soon
realised, in those circles that dared to criticise Marx (the Legal Marxists), that
the whole of Marx’s construction was in danger, since it was based on his law of
value and the invalidity of the latter might endanger the former. As a con-
sequence, Marx’s law of value was, for the first time in the Russian Marxist liter-
ature, no longer considered untouchable.* The participants in these new debates
started to read Ricardo’s work. Ricardo was read either to criticise Marx, or to
defend him. Ricardo was read after Marx.

What emerges from this Ricardo affer Marx and what remains of Marx after
these readings of Ricardo? Does the classical theory of value divide into two — a
Ricardian and a Marxian branch? It is clear that, in these matters, Ziber’s influ-
ence is quite strongly felt on those Russian Marxists who dared to study Marx
critically after the publication of the third volume of Capital. It is shown in
Chapters 4 and 5 how, in his attempt to rescue Marx, Tugan-Baranovsky
replaced Marx’s theory of value with his own. He achieved this with an articu-
lation between labour value and costs of production that is strongly reminiscent
of Ziber’s own approach. As for Shaposhnikov (Chapter 6), who entered the
stage after these debates, following Dmitriev’s analytical tools but without his
intentions, he nevertheless attempts to reconcile Marx with Ricardo.

The reception of classical political economy and the formation of a consistent
idea of what the classical theory of value looks like owes much, in Russia, to the
pioneering work of Ziber in the 1870s. His first and foremost legacy on Russian
economic thought is to have been the first to give people the taste for abstract
research in political economy in a country where that science had only been
invoked in relation to policy issues. With this path opened, Ziber paved the way
for the next generations of Russian economists working on the theory of value
and prices (Bilimovic, Bukharin, Dmitriev, Orzhencky, Rubin, Shaposhnikov,
Slutsky, Struve, Tugan-Baranovsky, Woytinsky and Yurovsky). The second
legacy left by Ziber consists of his consistent methodological insights in the
form of an attitude favouring the study of social (vs individual) and objective (vs
subjective) relations, which offered the possibility of delaying for some time the
introduction of the new marginalist theories. The third, and potentially most
interesting, legacy that Ziber offered to his successors is his reconstruction of the
classical paradigm, based on two points: (i) the rejection of the costs of produc-
tion theory in favour of a labour theory of value, which was far from the ‘ “mod-
ernised” form of classicism then prevailing in Britain’ (Scazzieri, see epigraph at
the beginning of the chapter); and (ii) a strong continuity hypothesis between
Ricardo and Marx. The latter was consistent, in Russia, with the discovery of
Ricardo after Marx. But when the transformation problem first reached Russia,
in the mid-1890s, the continuity hypothesis was seriously challenged. This gave
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birth to a handful of replies, which are examined in the following chapters of
this book. But Ziber’s influential reading had already given a sound idea of what
a classical theory of value was, and the replies to that challenge were shaped
by it.

Of course, this is a ceteris paribus story, which does not yet take into account

another threat to that classical theory of value: the simultaneous introduction of
marginalism in Russia in the 1890s.

Notes

1

2

For Zweynert, this transformation is the result of a struggle between ‘historicity’ and
‘reason’ (Zweynert 2008).

This only means that, albeit there were alternative classical interpretations at hand
(see Chapter 1), they are not relevant for they did not significantly influence the
Russian synthesis.

In the most comprehensive bibliographical resource on Ziber to date, Rezul gives the
following rather hagiographic statement on Ziber’s achievements:

1. Ziber was the first to popularise and comment on the doctrines of Marx in
Russia and in the Ukraine. 2. Ziber was the author of the first Marxist work on the
history of primitive economic culture ... 3. Ziber was the first to translate Ricardo
into Russian and therefore to give access to this great pre-Marxist economist ...
(Rezul 1931, 142-143).

The list goes on and credits Ziber with the first Marxist evaluations of Rodbertus and
of Henry George’s works, and with the first sceptical Marx-based approach towards
the obshchina, etc.

Zweynert (2002, 4.8.2) aptly remarks that this is not done without contortions. Much
more kind to Ziber, D. Smith remarks: ‘Several aspects of Marx’s theory which
remain obscure to many critics can be better understood in the light of Sieber’s
exposition’. (Smith 2001, 48).

Such as Plekhanov, Axelrod, Skvorcov. For a survey, see Smith (2001, 51-53).

It is important to consider that ‘another’ Marx, probably closest to the ‘true’ Marx,
was possible: the Hegelian Marx, genuinely interested in Russia, that Engels dis-
regarded while preparing volumes Il and III of Capital. This Marx is convincingly
characterised in White’s Karl Marx and the Intellectual Origins of Dialectical Mate-
rialism (1996). Here, however, it is the non-Hegelian Ziber’s Marx that has been (his-
torically) conveyed until the Russian synthesis.

Nikolay Ivanovich Ziber (1844—-1888) was educated in an intellectual environment,
the Kiev school of political economy, in which the theories of Smith and Ricardo
were well disseminated. He learnt their theories with his teachers — the future Russian
Minister Bunge and Cekhanovecky — and was certainly introduced to Marx’s work by
the latter. He completed his training with a state-sponsored journey to Europe, where
he had the opportunity, among others, to attend the lectures of Knies and Roscher.

It appears that the 1871 edition of that chapter is the only work of Ziber that has been
translated into English so far. See Ziber ([1871] 2001).

White’s careful comparison of the 1871 and the 1885 editions is greatly acknow-
ledged (White 2001, 15-16). Further, the 1897 edition of Ziber is quoted, except for
some passages from the English edition of the 1871 edition’s fourth chapter.

The exact expression is ‘v tecenie prodolzitel nogo vremeni’, i.e. in the course of a
long period (Ziber 1897, 85).

Most of Ziber’s chapter on Marx’s theory of value (in both the 1871 and the 1885 edi-
tions) concentrates on that issue, starting from the natural (value in use) vs the social
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12

13

14
15

16

17

18

19

20
21

22

23

24

(value in exchange) form of commodities, and extending to the single, universal and
money equivalent forms of value.

Moreover, he would certainly have been a better advocate of Marx in the debates on
the transformation problem. Indeed, Ziber was a skilful defender of Marx’s theory
since he had already defended him against his Russian detractors, from the liberal to
the Populist poles. On Ziber’s defences of Marx, and on Marx’s strong appreciation
of those defences, see Smith (2001, 53-57) and White (2009, 8—11).

There is here a connection that may have been overlooked between Ziber and Rubin
(from the 1870s to the 1920s) on the link between Marx’s law of value and the
coordination of social activities. See Rubin ([1928] 1972) and Faccarello (1983).

For alternative Russian interpretations of Ricardo, see Melnik (2014).

Ziber considered that, in the Wealth of Nations, Smith studied the origin and distri-
bution of income, affer having preliminarily given a theory of value (Ziber 1897,
7). This makes sense as far as the order of chapters in the Wealth of Nations is con-
cerned. As for the logical order between value and distribution in Smith’s work, this
point remains controversial in the literature. An interesting insight is supplied by
Sinha, who claims that this issue is meaningless for Smith, because the latter
thought in terms of representation, and not in terms of cause and effect (Sinha 2010,
47-48).

In these debates, Ziber, who personally attended in the early 1870s the lectures of
Roscher in Leipzig and of Knies in Heidelberg, seems to favour the latter’s point of
view over the former’s in the debate that was later recounted by Max Weber (see
Gioia 2000, 49-50).

‘The market has not the slightest need to know if an individual economy needs to
expend more or less labour than required in the manufacture of a given good’ (Ziber
1897, 21).

According to Ziber, the most fundamental mistakes in the history of economic thought
come from this confusion. The mercantilists’ main fallacy, for example, has been to
confuse the role of money in the individual economy, where it represents wealth, and
in the social economy, where it does not (Ziber 1897, 17).

The question is still open today, and Stigler’s 93 per cent conciliatory (or realist) posi-
tion satisfies neither camp. See Stigler (1958).

This is quite similar to the modern micro vs macro division in economics.

Ricardo did follow, on the contrary, another methodological caveat, i.e. the average
method.

This will become particularly clear in Chapters 5 and 6, where Ziber’s influence on
Tugan-Baranovsky and on Shaposhnikov will be recognised.

The only exception at that time was Diehl, trying to do his utmost to distinguish
Ricardo from Marx. See Jorland (1995, 246-262).

Russian reactions to the third volume of Marx’s Capital (on the transformation
problem, the falling rate of profit, the concept of exploitation, etc.) were in some ways
identical to those encountered in Western countries, although, in some cases, they
anticipated or were anticipated by them. The overall tone within the revisionist (vs
orthodox) branch was to leave the theory of value to retain an empirical notion of
exploitation, and save what could be saved from the remainder of Marx’s grand
ceuvre. See Howard and King (1995, 31-32 and 43-51). For Tugan-Baranovsky’s
reactions, see Chapter 4.
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3 Marginalism in Russia

And this abnormal situation [the Russian faith in Marx] lasted more than 20
years. During this very time, an unprecedented fact happened in the annals of
science: during a whole quarter of a century, Russian economic science ‘did not
notice’ the biggest current, by magnitude and consequence, of European eco-
nomic science. This current reached all civilised countries in Europe, crossed the
ocean to the New World, and found followers there, as well as in the Old World,
among the most outstanding theoretical economists.
We are speaking, of course, of the psychological trend, better known under the
name of the ‘marginal utility’ school.
(Dmitriev 1908, 16-17)

The classical school of political economy settled slowly in Russia; its tenets
were discussed, modified and adopted. Things went differently with marginal-
ism. This was introduced more abruptly in Russia in the 1890s, after a 20 year
delay — this is not exceptional, if one compares this case with the reception of
Walras in France. This delay has been explained by the rejection of subjectivism
in political economy, in large part due to Ziber’s interpretation of the classics
(see Chapter 2). Once in Russia, marginalism was not widely discussed. It was
either rejected or adopted. But those who did adopt it perceived it as a potential
complement to former theories, certainly not as a replacement: ‘Virtually no one
considered marginalism as the basis of a new, independent and consistent para-
digm’ (Makasheva 2009, 29). Classical political economy focused on the
objective conditions of production. For many, this was sufficient. For some, it
was a scientific improvement to consider also exchange and subjective evalu-
ations: the latter introduced the ‘missing demand’ within political economy.

The history of the reception of marginalism in Russia has only very recently
been discussed in the literature. In this respect, Pokidchenko (2005, 104—113) pro-
vides a useful bibliographical guideline. For her part, Makasheva (2009) provides
a general overview in which the reception of marginalism is considered on a very
large scale: a first discovery at the end of the nineteenth century and a second at
the end of the twentieth. Her story is paralleled with the contrasting history of
mathematical economics in Russia. In fact, mathematical political economy
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emerged in Russia slightly before the 1890s and did not disappear during the twen-
tieth century when marginalism was banned." Finally, the neglected history of the
reception of Walras’s ideas is examined here (first published in Allisson 2009), for
the influence they had on the Russian mathematical economists.’

Chronologically, there were two main marginalist influences in Russia: first
an Austrian one (in the 1890s), and then a mathematical one. While the second
influence was clearly Walrasian (from the end of the 1890s to the beginning of
the 1910s), English marginalists started to gain influence in Russia at the end of
the 1910s. Therefore, as far as the Russian synthesis is concerned, marginalism
is essentially an Austrian, and then a Walrasian affair. It is even possible to say
that the reception of the latter was conditioned by the former. The Austrian
masters — Menger, Bohm-Bawerk and Wieser — were favoured for linguistic
reasons, but also for their clarity of thought. Thus, the new economic terms
introduced to the Russian language through German were reused when math-
ematical marginalist economics was eventually considered.

This Austrian domination contributed to the neglect of the marginalist the-
ories of production, for early Austrians were concerned with exchange and not
yet with production (but for reasons that were unclear to the Russians, though,
Austrians were also interested in distribution issues (see Chapter 6)). And even
if Walras had a theory of production, it was ignored by Russians.

In order to understand better what Russians, and above all those who were
engaged in the Russian synthesis, understood by marginalism, the history of the
reception of marginalism in Russia follows. In this story, Jevonsian marginalism is
put aside on purpose, as it played, culturally and theoretically, the least important
part. It had to wait for Marshall to make Jevons more appealing, most often through
German mediation. Brentano, influential in Russia, incidentally prefaced the first
German translation of Marshall’s Principles of Political Economy in 1905. English
marginalism therefore had to wait. This is not particular to Russia. At the same
period in many European countries, marginalism was also a Continental affair.

In what follows, an overview of the spread in Russia of Austrian marginalism
and of Walras is first given. Then the Russian reading of Walras’s theory of
exchange is offered in order to explain why and how his theory of production
was in the end disregarded.

Reading Menger’s scheme in Russia

When marginalism entered Russia in 1890, it was already what Jaffé called a
‘homogenised’ version. It was the textbook version of the ‘marginalist revolu-
tion’ as the contemporary discovery of Menger, Jevons and Walras that was
imported to Russia. Wieser had already provided such a story in the foreword to
his Natural Value (1889), and here is how that story reappears in the Brockhaus-
Efron encyclopedia, under the pen of Manuilov:

Carl Menger, simultaneously with Jevons and Gossen, but quite independ-
ently from them, provided an explanation of the fluctuations of use—value in
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relation to the amount of evaluated goods. At the basis of his theory lies the
so-called idea of marginal utility.
(Manuilov 1903)

In Wieser’s opinion, it was clear that Menger, Jevons, Walras and Gossen
arrived at the same conclusions independently. But only Menger, Jevons and
Walras did it simultaneously. In the above quotation, Manuilov’s erroneous
replacement of Walras by Gossen captures the spirit of the times: Walras is
known from secondary sources only; and marginalism is an all-Austrian affair.
A brief overview of the reception of Austrian and Walrasian marginalism
follows.

Tugan-Baranovsky’s very first paper, entitled ‘Study on the Marginal Utility
of Economic Goods as the Cause of their Value’ was published in the Muscovite
Uridiceskij Vestnik (Legal Herald) in 1890. This first printed exposition of the
theory of marginal utility in the Austrian spirit was followed by a few others in
the 1890s: Zalesky (1893) and Orzhencky (1895). Many more appeared in the
early twentieth century.

Tugan-Baranovsky’s inaugural presentation well captures the overall tone of
these works. According to him, the founding fathers of the theory of marginal
utility are Gossen, Jevons, Menger and Walras (Tugan-Baranovsky 1890, 193).
But after this mention, attention is focused on Menger, the ‘most intelligible’ of
them, and his followers. Therefore, Tugan-Baranovsky’s marginalism is unmis-
takably Austrian. He held their writings in high esteem. Menger is presented
mainly through his most distinguished disciples, Wieser and Béhm-Bawerk,
whose works form the main source of Tugan-Baranovsky’s 1890 paper. An
authorised translation of Bohm-Bawerk’s Kapital und Kapitalzins was even
supervised and prefaced by Tugan-Baranovsky in 1909.

According to Tugan-Baranovsky’s presentation, subjective value is deter-
mined by human will, through the evaluation of the ability of a good to satisfy
one’s needs:

Only the theory of marginal utility explains the dependence between the
value of goods and their ability to satisfy our needs in different degrees, in
full agreement with facts.

(Tugan-Baranovsky 1890, 221)

These different degrees and scales were invariably represented by Tugan-
Baranovsky as so-called ‘Menger’s schemes’. These played an important role in
Russian literature. Within the Russian synthesis they were still important for
Shaposhnikov, but their usage declined for the other mathematical economists.
Menger’s schemes depict ‘abstract’ and ‘concrete’ utilities, often supplied
with numerous examples to prove that the law of decreasing marginal utility is a
representation of the general process of evaluation. Tugan-Baranovsky would
have added in 1909 that this process of evaluation is the general case in which
Weber and Fechner’s psycho-physical law fits (Tugan-Baranovsky 1909, 60-68).
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Table 3.1 Menger’s schemes in Tugan-Baranovsky

L 11. 111 1V. V. VI ViI. Vi IX. X
10 .

9 9 .

8 8 8 .

7 7 7 7 .

6 6 6 6 6 .

5 5 5 5 5 5 .

4 4 4 4 4 4 4 .

3 3 3 3 3 3 3 3

2 2 2 2 2 2 2 2

1 1 1 1 1 1 1 1 1 1

0 0 0 0 0 0 0 0

Source: Tugan-Baranovsky (1890, 197).

His enthusiasm for Weber—Fechner seems to come from Brentano’s Die Ent-
wicklung der Werthlehre (1908).

Menger schemes appeared several times throughout Tugan-Baranovsky’s
writings. Table 3.1 is the first of them. It is strangely aligned in the bottom-line
of the table. It shows, for good 7/, the ‘concrete’, i.e. cardinal, utilities (10, 9, 8, 7,
... ) satisfied by the consumption of (1, 2, 3, 4, ... ) units of it. The same applies
for good II (9, 8, 7, 6 ...) etc. Then, following Gossen, one of Tugan-
Baranovsky’s heroes, the marginal utilities of two goods (say / and V) should be
equal at equilibrium, implying for given prices and budget, that five units of / are
consumed together with one unit of V. The concrete utility of the last unit of
each of these consumed goods, i.e. their marginal utility, is equal to 6, whereas
the total utility is equal to 46: the five units of good /7 (10+9+8+7+6=40) and
the first unit of good V (6). Tugan-Baranovsky’s exposition is developed at
length using an Austrian vocabulary. It should be noted that the reference to
Gossen was mediated through Wieser’s Natural Value (1889).

It is further important to understand that, in a sense, Austrian marginalism
was perceived as a development of the theoretical branch of political economy,
in the same abstract direction towards which Ricardo conducted political
economy in his time. Menger and Bohm-Bawerk were thus adopted for they
improved theoretical political economy, leaving untouched other more applied
branches, and Walras was later appreciated for exactly the same reason.

First Russian readers of Walras (1890-1919)

During the period 1890-1919, Léon Walras was not widely read in Russia. As
already seen (Chapter 1 above; Zweynert 2002; Barnett 2004a, 2004b), the
heavy influence of various strands of Historicism in the period under considera-
tion is a major analytical element for the a priori rejection of the method used by
Walras. Most economists were attracted by industrial and agrarian debates and
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by the fate of capitalism in Russia. The inductive method was perceived as more
useful than pure abstractions to answer these important questions; in particular,
the use of statistics within political economy was much more widespread than
the application of mathematics to theoretical economics. Moreover, unlike statis-
tics, but as in Western Europe, mathematics was not part of the syllabi of the
Law Faculties where economics was taught (Karataev 1956, 209-210). For
Shaposhnikov, the fact that ‘Walras’s works are similar in every respect, in form
and in content, to mathematical treatises explains to a large extent why they are
not yet estimated at their true value’ (Shaposhnikov 1912b). The mathematical
symbols played against Walras as they played against V. K. Dmitriev, who
looked for a publisher for years. Lastly, Walras wrote in French, a language with
which the Russian intelligentsia was no longer conversant at the end of the nine-
teenth century: German universities and academic literature were definitely
favoured for stays abroad and serious analytical reading.

Yet despite this unfavourable context, Walras was read by some Russian
economists. His name first appeared in 1890 in Tugan-Baranovsky’s above-
mentioned paper which introduced marginalism in Russia in its Austrian version
(Tugan-Baranovsky 1890). It has to be noted that this is only the first time that
the name of Walras appears for his works related to marginalism — his earlier
1860s works (especially on taxation) were already referred to in the Russian
literature. This brief appearance was nothing but a passing reference, and it obvi-
ously originated from secondary literature, from Wieser’s Natural Value (1889).

One year later, the journal Russian Thought published an anonymous review
of the second edition of Walras’s Eléments ([1889] 1988; see Anonymous 1891).
Its tone is harsh since the author, obviously under a Marxist influence, rejects the
marginal utility theory, the use of mathematics in economics and Walras’s broad
definition of capital (which also includes people). Nevertheless, this review is
the first instance of Walras’s magnum opus being mentioned and analysed in the
Russian language.

In 1897, L. Winiarski published a panegyric of the use of mathematics in eco-
nomics in the newly founded Naucnoe Obozrenie (Scientific Review) of St
Petersburg. Winiarski provides a non-technical and worthwhile exposition of
Walras’s Elements of Pure Economics (Winiarski 1897). The paper is very much
in favour of Walras’s method and, for this reason, the editors of the journal
added a warning at the beginning of the paper indicating that their viewpoint is
different from their contributor’s. The paper provides a mere description of the
successive steps leading to the general equilibrium theory (exchange, produc-
tion, capital formation). Winiarski published numerous papers on Walras, but his
1897 ‘Mathematical Method in Political Economy’ is the only one to be pub-
lished in Russian. Winiarski is probably Walras’s most faithful proponent within
Russian publications, but his paper seems to have gone unnoticed.*

V. K. Dmitriev’s well known Economic Essays ([1904] 1974) also contain
many references to Walras’s Elements (first edition). In his first essay on Ricar-
do’s theory of value, Dmitriev introduces in Russia Walras’s unfortunate criti-
cism of Ricardo (Dmitriev [1904] 1974, 51-52), with the aim of overcoming it
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(see below). In contrast, Dmitriev’s third essay — on marginal utility — is more in
favour of Walras, and credits Walras as being ‘the creator of marginal utility
theory’ at least ‘in its developed form’ (Dmitriev [1904] 1974, 182). Walras’s
exchange equations and maximum conditions are commented on by Dmitriev in
a spirit presenting Walras as a good economist, but certainly not the greatest of
mathematicians.

E. E. Slutsky refers to Walras’s Elements (1900, fourth edition) only in his
1910 master thesis. This work, entitled The Theory of Marginal Utility, includes
many discussions on subjects such as hedonism, psychical phenomena, decision
theory, Austrian theory of value, budget constraint and the theory of markets.’
Slutsky analyses among other things the law of supply and demand and the
theory of marginal utility on the basis of Walras’s equations of exchange. In sub-
sequent publications, Slutsky never came back to Walras. In 1910, as far as
mathematical economics is concerned, Slutsky drew on Pareto’s Manuel, Cassel
and Wicksell more than on Walras. In his famous 1915 Paretian paper ‘On the
Theory of the Budget of the Consumer’, Walras is not even mentioned. By the
end of the 1920s, Slutsky was in correspondence with Frisch, and more inclined
towards the econometric society and had moved away from Walras’s already
dated contributions.

Thanks to N. N. Shaposhnikov, Walras’s theory finally entered into Russian
encyclopaedias in 1912, more than twenty years after its first appearance in Russia
(and long after Jevons and Menger). Shaposhnikov wrote an entry on Walras in
the Brockhaus-Efron Encyclopaedia (Shaposhnikov 1912b), and a shorter one in
Granat Encyclopaedia (Shaposhnikov 1912¢). Both present Walras favourably as
the modern representative of the mathematical school in political economy and the
creator of a complete, almost definitive, subjective theory of value. Shaposhnikov
is Walras’s best promoter in Russia, and he is also much interested in Walras’s
Elements (fourth edition), to which he devotes the first chapter of his book 7heory
of Value and Distribution (Shaposhnikov 1912a).

In his first writings, the Bolshevist N. 1. Bukharin demonstrates a thorough
knowledge of his main opponent, i.e. bourgeois economic theory. It is common
knowledge that Bukharin concentrated his efforts against Austrian subjectivism,
but he did not do so exclusively. His Economic Theory of the Leisure Class
(Bukharin [1919] 1927) mentions various writings of Walras.® He first became
acquainted with Walras’s works at the University of Moscow in the early 1910s
at a seminar on value and distribution theories given by Shaposhnikov. He deep-
ened his knowledge of Walras during his exile in Switzerland at Lausanne Uni-
versity Library (Bukharin [1919] 1927, 1).

The last commentator on Walras before the 1920s is L. N. Yurovsky, who
wrote the Essays on Price Theory (1919) in which Walras’s Elements (fourth
edition) plays a significant role. His Essays described the most modern discoveries
in the theory of prices and recounted its evolution from Ricardo to Walras.

A great Walras expert is missing from this account, mainly because his part
in it is rather indirect. Nevertheless, Bortkiewicz contributed to some extent to
the spread of Walras’s works in Russia. Although he never published any of his
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works on Walras (or on economics) in Russian, he may have been a bridge
between Walras and Russia through his personal contacts. His lengthy correspond-
ence with A. A. Chuprov, a Russian colleague living, like Bortkiewicz, in
Germany, tells us that Bortkiewicz’s home was always open to Russian statisti-
cians and economists passing through Berlin. Chuprov himself indicates that he
read Walras and Pareto on Bortkiewicz’s advice.” Bortkiewicz’s correspondences
with Slutsky, Chetverikov and Ptukha are replete with statistical discussions. More
encouragingly, the letters from Shaposhnikov — the author of the entries on Walras
— show that he met Bortkiewicz almost on a yearly basis in Germany in the early
1910s, and that they frequently spoke about Walras.® Hence, Bortkiewicz was per-
ceived in Russia not only as a Ricardian proofreader of Marx, but also as a first
class connoisseur of Walras. It should be remembered that, in the late 1880s, while
still a student, Bortkiewicz was actively corresponding with Walras, and that the
latter engaged him to support general equilibrium against Edgeworth’s attacks.

Walras’s exchange theory

To sum up, there were a handful of first-class economists who read Walras’s Ele-
ments in Russia: Dmitriev, Slutsky, Shaposhnikov, Bukharin, Yurovsky, Winiar-
ski, Bortkiewicz.” In what follows, their writings on Walras’s theory of exchange
are analysed around the following three thematic elements: pure economics and
mathematics, rareté and exchange, and equilibrium and tdtonnement.

Pure economics and mathematics

The theory of exchange is the stepping-stone to Walras’s pure economics, itself
a component of his tripartite vision of political economy. In Part I of his Ele-
ments of Pure Economics (henceforth, all quotations to Walras Elements are
taken from Jaffé’s translation (Walras 1954), with references to Parts, lessons —
L, and paragraphs — §) Walras outlines the distinction between pure, applied and
social economics as the threefold consequence of the scarcity of social wealth:
exchangeability, reproducibility and appropriability. Pure economics is con-
cerned with the theory of value in exchange, applied economics with the theory
of industry and social economics with the theory of property and distribution (L.
3).1% As far as pure economics is concerned, the method is mathematical, since
the value in exchange is a measurable magnitude (§30). For Walras, ‘the math-
ematical method is not an experimental method; it is a rational method’, drawing
ideal types from real types, constructing a pure science without frictions ‘which
resembles the physico-mathematical sciences’ (§30). The mathematical method
is even, as Walras once wrote to Bortkiewicz, ‘the rigorous and definite form of
the deductive method in pure economics’ (Letter from Walras to Bortkiewicz, 6
December 1887, in Jaffé 1965, letter 821).

Few Russians were concerned with Walras’s original tripartite vision. Even if
he focused mostly on pure economics, Bortkiewicz shared by the end of the
1880s the spirit of the Walrasian system: ‘[your] system is inherent to my way of
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conceiving the economic world’ (Letter from Bortkiewicz to Walras, 13 Septem-
ber 1891, in Jaffé 1965, letter 1024). He equally shared his social programme
(ibid., 12/24 April 1888, letter 829) — namely the collective ownership of land and
rent — which explains, for example, his sympathetic understanding of the Walra-
sian trilogy in his review of the Etudes d’économie sociale (Bortkiewicz 1898).

Winiarski read Walras’s pure, applied and social economics, but hardly com-
mented on the links between them. Winiarski relies, for his own developments, on
Walras’s pure economics, but with the intention of reaching wider conclusions in
the field of social economics. More succinctly, the author of the anonymous review
asserts that Walras limited his investigations to the scientific part of political
economy (Anonymous 1891, 22, quoting L. 2 of the Elements, on science vs art).
For his part, complaining that bourgeois economic theory ‘relegates production to
the background’, Bukharin erroneously confines Walras’s treatment of production
to applied economics only (Bukharin [1919] 1927, 55n). Yurovsky defines the role
of pure theory within economic science: pure economics (which is not a natural
science) is only useful as an auxiliary science helping to understand the logical
structure of the working of a ‘real-world’ economy.

Besides these short comments (or, for Dmitriev, Slutsky and Shaposhnikov, the
absence of comments), the status of pure economics within the Walrasian system
was not debated in Russia. The Elements of Pure Economics were extracted from
this system, separated from its applied and social counterparts, to become an inde-
pendent system of pure economics (theoretical was the term used in Russia). This
extraction of Walras’s Elements is of course not specifically Russian.

Conversely, much ink has been spilled over the mathematical method used by
Walras. Apart from the author of the anonymous review, for whom ‘the diligent
use of mathematical formulas doesn’t spare Walras from a host of inconsisten-
cies’ (1891, 23), and Bukharin, for whom mathematics does not seem to be a
major methodological issue,'' the mathematical method was what attracted the
Russians to Walras.

In 1887, Bortkiewicz complained that Russia remained ‘totally foreign to
recent advances in the theory of [the economic] science’. This science was
‘dominated by the preponderant influence of German economic science’ but
Bortkiewicz remained confident in an upcoming reaction against historicism in
Russia, which would introduce the mathematical method (Letter from Bortkie-
wicz to Walras, 10/5 November 1887, in Jaffé 1965, letter 818). Bortkiewicz
was a supporter of this method, and he was eventually followed by a generation
of Russian mathematical economists: Dmitriev, Slutsky and Shaposhnikov.

Winiarski completely embraces the mathematical method which was, accord-
ing to him, initiated by Cournot and developed by Walras. His Russian paper
begins with a very pedagogical, step-by-step apology for the use of this method
in economics. In a very optimistic tone, he describes a three-stage theory of the
evolution of knowledge:

The first stage is purely qualitative, the second is already quantitative, i.e.
mathematical, but not yet precise, and it is only at the third stage that
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knowledge becomes exact. Astronomy has already reached the third stage
[...]. Social sciences are still in the first stage, of which only political
economy has started entering into the second.

(Winiarski 1897, 3)

Walras fully contributed to the transition to the second stage, and Winiarski
without doubt hoped to push forward into it.

Throughout his Economics Essays, Dmitriev uses the mathematical method —
sometimes even Walras’s very notation — without exposing his reasons. Instead,
he quotes some authorities inclined towards mathematics in the epigraphs to his
first essay: Leonardo da Vinci, Kant, Carey, Wundt, Slonimsky, von Thiinen and
Cournot (Dmitriev [1904] 1974, 37). His only explicit statement about the math-
ematical method, directed towards a better distinction of genuine mathematical
works from fake sophistic versions, is found in a footnote to a review article
entitled ‘Value Theory’ published in 1908:

Under the mathematical method, the use of mathematical tools in order to
prove a proposition of economic theory should be understood: the use of
algebraic notation and even of a full set of formulas for the expression of
conclusions, that are not obtained by the mathematical method, but by the
usual logical and literal methods, doesn’t make a mathematical theory and is
not a sufficient reason to include such works (quite numerous in Russia) in
the works of the ‘mathematical school’ in the established sense of the term.
(Dmitriev 1908, 25)

Slutsky studied mathematics, and for him, its usefulness within political
economy seemed evident. Shaposhnikov claims to be part of the mathematical
school (Shaposhnikov 1912a, ii), even if he uses symbols parsimoniously. Even-
tually, Yurovsky’s position contrasts with Winiarski’s optimism:

Political economy deals with magnitudes and in this meaning is a mathemat-
ical science. Approving this statement does not yet mean subscribing to the
following words of Walras, according to which in the nineteenth century
‘mathematical economics will rank with the mathematical sciences of
astronomy and mechanics’.

(Yurovsky 1919, 71)

From this general outlook, it appears that most Russians read Walras’s Elements
because of its mathematical content, and not in spite of it.

Rareté and the theory of exchange

The cornerstone of Walras’s theory of exchange is his notion of rareté (scarcity),
which Bukharin expertly tracked down to the writings of Auguste Walras, the
father of Léon. Rareté should not be understood in its common sense, namely
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the status of what exists in a small amount of quantity, but in the specific, scientific,
sense as stated by Walras: ‘In political economy, however abundant a thing may be,
it is scarce whenever it is useful and limited in quantity’ (Walras 1954, §22). This
dual acceptation of the word was understood by Russians. They associated Walras’s
rareté with their predel’nad poleznost’ (which denotes marginal utility, and was
introduced in the Russian language through the German Grenznutzen). The only
exception to this rule was the author of the anonymous review, who rejects Wal-
ras’s theory of value on the basis of an empirical example, wherein the prices of
specific goods (gold, silver, platinum) were not proportional to their worldwide
available quantities (Anonymous 1891, 22). Obviously, rareté was taken here as
only ‘limited in quantity’, and not as something that is “useful’, in some intensity.

One of the most specific features of Walras’s theory of exchange, as com-
pared to other marginalist theories, is his construction from the value in
exchange to rareté and from the effect to the cause (and not vice versa): Walras
starts from the (ideal) fact of exchange, then constructs the effective demand and
supply curves, from which he derives the utility (or want) curves, in order to
prove that the satisfaction of wants is maximum when exchange prices are pro-
portionate to the raretés. In other words, the cause of value (marginal utility) is
scientifically derived, and not postulated, from Walras’s ideal types of value in
exchange (see especially §§40 and 101 of the Elements). If this fact is evident
for Bortkiewicz — who even suggested to Walras some corrections to the Ele-
ments with regard to the utility curves and the conditions of the theorem of
maximum utility of commodities — Winiarski and Dmitriev, it is not quite clear
if this was always the case for Shaposhnikov, Yurovsky or even Slutsky.

Taken separately, these steps were understood by Russian readers. For
example, Yurovsky fully agreed with Walras that even if ‘intensive utility, con-
sidered absolutely, is so elusive, since it has no direct or measurable relationship
to space or time’, one just needs to ‘assume that such a direct and measurable
relationship does exist’ (§74, quoted by Yurovsky 1919, 53). Yurovsky then
supports the theorem of maximum utility (1919, 59), before presenting Walras’s
exchange equations and treatment of the law of supply and demand (1919,
80-86). His exposition follows a different order from Walras’s. Slutsky (1910,
363-371 and 385-388) and Shaposhnikov (1912a, chap. 1) present the same
interpretation.

Nevertheless, Russians retained the idea that ‘values in exchange are propor-
tional to the raretés’, which they correctly associated with the ‘last intensity of the
last want satisfied” (Walras 1954, §100). This good level of understanding was
facilitated by Walras’s adequate use of well-defined terms, understandable to all:
Bortkiewicz praises Walras’s ‘good choice of definition and economic concepts’
(Bortkiewicz 1890, 80) while Yurovsky congratulates him for stressing the ‘need
for a definition of Political Economy’ (title of §1 of Elements, quoted by Yurovsky,
1919, 3). The proofs of the theorem of the maximum utility, for example, are
tackled without problem by Dmitriev, Slutsky and Winiarski, whereas Bortkiewicz
himself contributed to its formalisation. Not all the technical details of Walras’s
demonstrations were understandable to all. Nevertheless, all understood that there
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exists a solution to a system of equations as long as the number of equations is
equal to the numbers of unknowns.

These values in exchange possess a particularity: they are equilibrium values.
In order to complete the discussion on exchange, and since the definitions of
equilibrium are quite numerous, the next paragraphs detail some of the Russian
interpretations of Walrasian economic equilibrium.

General equilibrium and titonnement

The notion of equilibrium — with general interdependence as a key feature — is
inherent to Walras’s conception of pure economics. The nature of his general
economic equilibrium has been and is still subject to much speculation. Walras’s
own Elements underwent some substantial modifications on this theme between
the first (1874—1877) and the fourth edition (1900)." Many significant issues
gave rise to controversial interpretations, which involve the inseparable notions
of equilibrium and tdtonnement: Is equilibrium reached, if at all, by tdtonne-
ment? Does tdtonnement introduce dynamics into a static system, and so on.
These questions are still debated today (see Baranzini 2011), and were already
tackled by Walras and his contemporaries.

For Bortkiewicz, the question of exchange is addressed by Walras in purely
static terms (Bortkiewicz 1890, 86). The role he assigned to tatonnement is more
ambiguous: on the one hand, it is ‘the way of resolution of the equations’,
namely a technical problem coping with pure static economics; on the other, it is
‘not a problem of algebra’, but a ‘real process, actually used in the market’,
depicting a necessary conceptual link between the real market and the theory.

For Winiarski, Walras’s greatest merit was in producing the static equations of
economic equilibrium. He hastened to add that ‘it remains to constitute dynamic
economics’, and that he was about to accomplish this task with his Meécanique
sociale (Winiarski 1900, 239). Walras’s static equilibrium ‘is an ideal state towards
which the forces acting on the market are constantly moving closer, without ever
perfectly reaching it’ (Winiarski 1897, 12). Winiarski describes tdtonnement as a
practical method used in the markets to solve a system of equations. It works as a
‘mechanism consisting of the fall and rise of prices [...] until a single price is
obtained for each good’, and is ‘superior in precision to what the most ingenious
mathematician could do in his cabinet’ (1897, 12).

For Yurovsky, Walras’s greatest achievement was in embodying in a single
theory the general interdependence of economic variables. The notion of equilib-
rium is central in Yurovsky’s Essays on Price Theory; he tries to develop a typo-
logy of economic systems, starting from static equilibrium to dynamic
equilibrium and cycle theory. Walras’s exchange equilibrium belongs to static
equilibrium, while cycle theory belongs to the notion of disequilibrium. There is
therefore room for a pure dynamic theory in Yurovsky’s typology. Static equi-
librium studies the relation between supply and demand, while dynamic equilib-
rium incorporates the processes of production, distribution and accumulation of
income. From this point of view, Yurovsky praises Walras’s (unfortunately
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unsuccessful) efforts to build a pure dynamic theory in his lessons 35 and 36 (on
the continuous market and the progressive economy). In this context, tdtonne-
ment has nothing to do with theory, but with actual markets:

In a real world market, the demand and the supply of participants are not
precisely known; therefore, the approximation towards the equilibrium price
happens by tdtonnement.

(Yurovsky 1919, 145)

Yurovsky’s understanding of fafonnement is far from original, but apart from Bort-
kiewicz and Winiarski, this notion was completely neglected by the Russians.

For Shaposhnikov, Walras’s greatest achievement is in solving the problem of
value in its entirety: ‘any theory which does not consider the relationship of
dependency between the prices of goods can not claim a scientific completeness’
(Shaposhnikov 1912a, 12). For Bukharin, ‘Léon Walras’s exchange equations [...]
are static’, which is a fallacy, since they are unable to cope with social dynamics
which are ‘the most important problems of political economy’ (Bukharin [1919]
1927, 60n). Dmitriev separates the real ‘fluctuations’ (the rise and fall of prices)
from the theoretical ‘equilibrium prices’ (Dmitriev [1904] 1974, 145). Slutsky is
only interested in the mathematical meaning of the equilibrium (Slutsky 1910,
369-371). The anonymous author does not even mention the word equilibrium.

From an overall point of view, Walras’s theory of exchange was globally well
received and understood by Russian economists. Its mathematical exposition did
not put off its readers, and its status of pure economics fitted smoothly within
their own various conceptions of economic science. The notion of rareté was
correctly identified as the source of value in exchange. The general equilibrium
was generally perceived as a static theory, and tdtonnement, if discussed at all,
was relegated to a realistic market process.

Exchange without production

That reading of Walras’s exchange theory is not specific to Russian economists.
On the contrary, Walras’s theory of production stimulated a peculiar reading, more
precisely a non-reading. It is possible to split these Walrasian readers into two
groups: those living in Western Europe (Bortkiewicz and Winiarski, the ‘Contin-
ental Russians’), and those living in Russia. The second group shares a common
non-reading of Walras’s theory of production. Such an ‘insular’ reading is easily
explained by the strong classical imprint prevailing in Russia (see Chapter 2). It is
explained below that Walras himself was not completely foreign to the fact that his
theory of exchange was adopted without his theory of production.

An insular reading: continental Russians v. Russians in Russia

Bortkiewicz’s position on the matter may be summed up in one statement: ‘we
believe that the mathematical theory of production is feasible, as the theory of
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exchange’ (Bortkiewicz 1890, 83). Bortkiewicz correctly felt the imbrications of
Walras’s theories, as ‘a fortunate mathematical division of the problem, which
consists in seeking successively the equilibrium of exchange, the equilibrium of
production and the equilibrium of capital formation’ (1890, 80). Even if he had
many doubts about the theorem of maximum utility of new capital goods (see
Bridel 2008, 725-729), he agreed with Walras’s static theory of production and
understood, in particular, the secondary — and not causal — role played in it by
the costs of production.

Winiarski equally understood the overlapping nature of Walras’s exchange,
production and capital formation theories — the exchange theory considers the
number of goods as given, while the theory of production determines that while
considering the amount of capital goods as given, that being determined in the
theory of capital formation (Winiarski 1897, 13—17). Despite his reservations
concerning the applied significance of the general equilibrium because of histor-
ical monopolies, Winiarski noticed that all contradictions encountered in Marx’s
theory disappear with Walras’s general equilibrium theory: ‘there are no differ-
ences between value, prices and costs of production: they are the same!” (Win-
iarski 1896, 95).

For the Continental Russians, Bortkiewicz and Winiarski, Walras’s the-
ories of exchange and production are logically connected. For the other Rus-
sians, there is no theory of production at all. The author of the anonymous
review rejects Walras’s definition of capital and consequently does not even
touch upon the theory of production. Bukharin notes that Walras treats the
quantities of goods as given in his theory of exchange, and remarks that ‘here
again there is no thought of production’ (Bukharin [1919] 1927, 56n).
However, he seems to have forgotten to read Walras’s theory of production.
Slutsky mentions Lesson 20 of the Elements (Production equations) in a foot-
note as a curiosity (Slutsky 1910, 339). Dmitriev does not even mention Wal-
ras’s theory of production in his Economic Essays." Shaposhnikov, evoking
the theory of exchange, comments: ‘The possibility of modifying, through
production, the quantity of goods entering into the market does not bring a
tangible change. The condition of proportionality between prices and rareté
of goods remains’ (Shaposhnikov 1912b). Therefore, for Shaposhnikov, the
production can be conceptualized in Walras’s theory of exchange only as a
non-disturbing external device modifying a mathematical constant, but not as
a theory of production. Yurovsky makes no mention of Walras’s theory of
production, apart from a description of the types of capital and income
(Yurovsky 1919, 205).

While Bortkiewicz and Winiarski accepted Walras’s theory of production, the
Russian readers totally ignored it. The reasons for such ‘insular reading’ are in
the main found in the cultural environment in which these Russian economists
read Walras. The association of production theories with the classical paradigm
owes much to Ziber’s objective reading of Ricardo and of Marx.'* Furthermore,
marginalism was already associated principally with exchange and not produc-
tion, since the first Austrian texts, which were read before Walras in Russia,
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were associated with a ‘catallactic’ revolution, i.e. with a new theory of
exchange. The spheres of exchange and production were largely separated: the
first deals with a subjective theory of demand of which production was ruled out
a priori, while the second was handled by the objective classical theory of value.
There was therefore no oddity in seeing in Walras’s work only a theory of
exchange dealing exclusively with subjective demand. But there is yet another
reason why the Russians favoured a classical theory of production, after having
accepted Walras’s theory of exchange, and this reason is to be found in Walras’s
own writings.

Walras’s unfortunate criticism of Ricardo

There is a portion of Walras’s Elements which immediately and almost system-
atically attracted the attention of Russian economists: lessons 38—40 (Walras’s
Elements, Part VII, Critique of Systems of Pure Economics) contain the exposi-
tions and refutations of the English theories of the prices of products, rent, wages
and interest. Walras’s circularity argument against the English school particu-
larly attracted the attention of his Russian readers:

Let P be the aggregate price received for the products of an enterprise; let S,
I and F be respectively the wages, interest charges and rent laid out by the
entrepreneurs, in the course of production, to pay for the services of per-
sonal faculties, capital and land. Let us recall now that, according to the
English School, the selling price of products is determined by their costs of
production, that is to say, it is equal to the cost of productive services
employed. Thus, we have the equation

P=S+I+F

and P is determined for us. It remains only to determine S, / and F. Surely,
if it is not the price of the products that determines the price of productive
services, but the price of productive services that determines the price of
products, we must be told what determines the price of the services. That is
precisely what the English economists try to do. To this end, they construct
a theory of rent according to which rent is not included in the expenses of
production, thus changing the above equation to

P=S+1I

Having done this, they determine S directly by the theory of wages. Then,
finally, they tell us that ‘the amount of interest or profit is the excess of the
aggregate price received for the products over the wages expended on their
production’; in other words, that it is determined by the equation

I=P-S
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It is clear now that the English economists are completely baffled by
the problem of price determination; for it is impossible for / to deter-
mine P at the same time that P determines /. In the language of mathe-
matics, one equation cannot be used to determine two unknowns. This
objection is raised without any reference to our position on the manner
in which the English School eliminates rent before setting out to deter-
mine wages.

(Walras 1954, §368)

Dmitriev himself quotes this entire passage (in Dmitriev [1904] 1974, 51-52)
with the aim of proving that this argument is not imputable to Ricardo (see Kurz
and Salvadori 2002). Under some assumptions, he succeeded in determining
prices of production (P) that bypass Walras’s criticism (Dmitriev [1904] 1974,
50-80). Dmitriev’s equations were restated by Slutsky (1910, 376), Shaposh-
nikov (1912a, 41-46), and Yurovsky (1919, 100), ruining Walras’s criticism of
Ricardo. Moreover, Shaposhnikov rejected the criticism of circularity with the
idea that costs of production and the prices of goods mutually influence each
other, as in Walras’s general equilibrium (Shaposhnikov, 1912a, 37-39).
Yurovsky, for his part, was very interested in Walras’s mathematical formula-
tion of Ricardo’s theory of rent (L. 39, quoted by Yurovsky 1919, 103—105): far
from seeing it as a critique of Ricardo, Yurovsky, on the contrary, sees here a
link between the English school and the ‘school of Walras’.

Far from acting as a scarecrow, Walras’s criticism of the English school had the
opposite effect on Russians. They remained convinced, against Walras, that the
analysis of the sphere of production, in the Marx—Ricardo line, had a solid future
next to the analysis of the sphere of exchange, in the newer line of Walras.

Summing-up the two ingredients of the Russian synthesis

Marginalism appeared late in Russia in the 1890s. It was first the Austrian
version of marginalism that attracted the attention of Russian economists in
general, and of Tugan-Baranovsky in particular, who, as far as could be ascer-
tained, never read Walras. But, from the beginning of the twentieth century,
Russia provided Walras’s Elements of Pure Economics with a fair number of
readers until 1920, and in this regard, has nothing to envy from other European
countries. These readers can be classified according to the environment in which
they evolved. Bortkiewicz and Winiarski found no contradictions in Walras’s
pure system as a whole, and in particular between his theory of exchange and
theory of production. The anonymous author was from the beginning against
Walras, and Bukharin was only marginally interested in Walras, his true nemeses
being the Austrians.

But a small group of economists, Dmitriev, Slutsky, Shaposhnikov and
Yurovsky, offered a peculiar Russian reading of Walras’s Elements. They com-
pletely adopted his theory of exchange, and at the same time completely neg-
lected or even rejected his theory of production. These Russians were not willing



68  The origins of the Russian synthesis

to accept Walras’s pure theory in its entirety: his theory of exchange was revolu-
tionary, but perfectly fitted into their vision of pure economics. His theory of
production was inconsistent with that vision. Hence, Russians gathered from
Walras a general theory of exchange but not a theory of production. Further-
more, they adopted his idea of equilibrium and generalised interdependence.
Eventually, most of them, Tugan-Baranovsky excepted, adopted his mathemat-
ical method. The integration of this subjective and mathematically-formulated
theory of exchange into their objective theory of production is at the heart of
their synthesis.

Protagonists of the Russian synthesis were keen to address theoretical issues,
emancipating themselves from the heavy influence of the German historical
school. They were confronted with the necessity of studying theoretical issues
with the Marxian transformation debate. This led them to turn to the more
abstract branch of classical political economy. This is why they read Ricardo
after Marx.

They were convinced, within the classical theory of value, that labour value
and costs of production were not competing theories but have two different
domains of application. Ziber’s influence on Russian economic thought is par-
ticularly strong on the protagonists of the synthesis.

Moreover, during these busy 1890s, at a time when faith in Marx was vacil-
lating, marginalism entered the stage: the Austrians first, Walras followed (while
English marginalists brought up the rear). Marginalism was welcomed by the
critics of Marx as a useful complement. As a consequence, they retained from
marginalism only a theory of exchange, and discarded the theory of production.
Once again, each theory had its domain of application: the marginalist theory of
exchange applied to the subjective side of their study; the classical theory of pro-
duction to the objective side of their study of economic phenomena.

Difficulties arose when they tried to articulate both sides. They had to find a
common language to render a dialogue possible between them. This is the
research programme of the Russian synthesis, and the object of the second part
of this book, starting with Tugan-Baranovsky and following with the
mathematicians.

Notes

1 The history of mathematical political economy in Russia is better known. See Shukov
(1988), Kljukin (2003), and Belykh (2007).

2 As for ‘Soviet marginalism’, or the rediscovery during the Soviet period of mathemat-
ical techniques at the margin in the context of planning and optimisation (Novozhilov,
Nemchinov and Kantorovich), see Zauberman (1975) and Belykh (2007, chap. 3-4).

3 This is of course a useful fiction. The earlier reference to Gossen, the too slight
interest in Cournot (Slonimsky 1878), and the fashion for von Thiinen (Raskov 2008)
have already been evoked in this sense. But this is a non-harmful fiction.

4 Léon Winiarski was a Polish sociologist teaching at that time mathematical political
economy at the University of Geneva. He was in the early 1890s a student of Walras
and Pareto, and one of Walras’s rare disciples.

5 Slutsky (1910). This master thesis was awarded a gold medal. The manuscript is
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deposited at the National Library Vernadsky, in Kiev, Ukraine. It was first published
in a Ukrainian translation in 2006, then in Russian in 2010.

6 Bukharin never quotes Walras’s Elements of Pure Economics, but instead the Etudes
d’économie sociale (1896), the Théorie mathématique de la richesse sociale (1883)
and the ‘Principes d’une théorie mathématique de 1’échange’ (in Journal des écono-
mistes, 1874).

7 Letter dated 10 March 1898. The correspondence between Bortkiewicz and A. A.
Chuprov (211 letters between 1895 and 1926) was published in Sheynin (2005).

8 Letter dated 12 July 1913. The letters sent to Bortkiewicz are kept in the Bortkiewicz
Archives (Universititsbibliothek Manuskript und Musikabteilung Kapsel 7) in
Uppsala, Sweden. Sheynin published the letters from Chuprov and from Slutsky.
Shaposhnikov’s letters are still unpublished, but at the time of printing this book there
is a project for publication by Petr N. Kljukin.

9 The fourth edition was the most widely read in Russia. Only Bortkiewicz and Winiar-
ski, who knew Walras personally, as well as Bukharin, who came to Lausanne after
Walras’s death, read a larger corpus than the Elements.

10 For a more elaborate conception of the division of sciences in Walras’s work, see
Potier (1994).

11 Bukharin was trained in mathematics and was able to read easily the works of the
members of the mathematical school and sometimes even used algebra himself when
dealing with Marxian schemes of reproduction. He did not use the mathematical
method as an argument for/against his opponents.

12 It is sufficient to read Jaffé’s translator’s notes (in Walras 1954) or Mouchot’s ‘His-
toire des différentes éditions des Eléments d’économie politique pure’ (in Walras
1988) to be convinced of this evolution.

13 To be precise, Dmitriev quotes a passage from lesson 22 (The principle of free com-
petition), which is part of Walras’s production theory, but only out of context, and in
comparison with Cournot’s and his own theory of competition (Dmitriev [1904] 1974,
149).

14 ‘Finally, the main argument against marginalism was that it did not fit with the tasks
of political economy, understood as the identification of objective laws in the socio-
economical field” (Makasheva 2009, 29).
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Part 11

The Russian synthesis



4 Tugan-Baranovsky on capitalism
and socialism

Is there really anything uglier than a modern city? One must have been in London
and breathed its air, loaded with coal dust smoke that blackens the walls of homes
and descends on the streets at times of fog. It is necessary to have breathed this
air, to have seen this dirty gray liquid that flows into the River Thames ... to get
an idea of what capitalism can do to a city. The countryside is no less spoiled by
capitalism: it destroys forests, dirties rivers and obliterates the local flavours,
destroys manners and removes national customs. Capitalism levels all things to
the same uniform, drab and tasteless pattern.

There is therefore no reason to be surprised that among the contemporary
artists who think, among those who understand the close correlation between arts
and the general order of social life, a particular trend came to light, which can be
called aesthetic socialism, and is a protest against the capitalist order.

(Tugan-Baranovsky 1913b, 33)

Mikhail Ivanovich Tugan-Baranovsky was a socialist and, as such, was con-
vinced that the construction of a better world was possible.! Although he
believed that future society would be concerned with the highest artistic, philo-
sophical and spiritual issues, he thought that economic questions were more
urgent and were a necessary prerequisite. He devoted most of his time and
energy to the economic design of this future society.

Born in Kharkov province in 1865, Tugan-Baranovsky came to the capital, St
Petersburg, in the 1880s to study natural sciences. He was involved in revolu-
tionary circles and was even considered by the tsarist police to be the second-in-
command of a secret group of students who intended to assassinate the Tsar.
Tugan-Baranovsky was banished from the capitals (Moscow and St Petersburg)
for several years and sent back to his province, while the group leader, Ale-
ksandr Ulyanov (Lenin’s elder brother), was sentenced to death and executed in
1887. This event affected Tugan-Baranovsky, who adopted a less clandestine
attitude in his future actions. He continued his studies in natural sciences at
Kharkov University and, in parallel, studied economics at the law faculty. His
two Moscow dissertations — his 1894 master’s thesis on the study of industrial
crises and his 1898 doctoral thesis on Russian industrial history — gave him a
solid reputation in academic circles.
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Tugan-Baranovsky’s academic career was both hindered and boosted by his
socialist ideas. Institutionally, it was clearly hindered. He deserved a position as
professor at the St Petersburg Imperial University, but some of his colleagues
denounced him as too ‘socialist’.> Therefore, he remained a privat docent (unre-
munerated lecturer) for years, desperately waiting for the confirmation of his
professorship from the Ministry of Education. He was even sent back to his
province again at the beginning of the twentieth century until after the 1905
revolution for political unreliability. But all these administrative annoyances
only increased his popularity among his students. He was famous for the clarity
and freshness of his lectures and seminars. One of his students, Klejnbort,
recalls:

Even while still a natural science student, I was addicted to his course. And
not just because he could speak so vividly — economic categories accurately
came alive through his clear and vivid description — or because the timbre of
his voice was so sonorous and compelling, but, mainly because he taught us
to think, he led us to the creative part of our minds.

(Klejnbort 2008, 189)

He taught at the same time at various more liberal educational institutions, where
he had greater freedom to organise his seminars. These were even open to exter-
nal students, often his own students from the Imperial University. He published
theoretical and critical works on Marxism, historical and positive investigations
on socialism, books on the ethical foundations of economics, on co-operation, on
money, on the history of economic thought, and more than 150 other articles.
The diversity of his interests is best embodied in his textbook, Principles of
Political Economy (1909),> which provided stimulation for a generation of
Russian economists who were to play key roles in the construction of the Soviet
Union during the NEP (New Economic Policy) period within the Gosplan (State
Planning Committee) and the Narkomfin (The People’s Commissariat of
Finance).

His publishing career, and especially his textbook, guaranteed him a source of
income superior to his academic wages and a large visibility, which was
increased by his participation in many debates, especially within the Russian
Free Economic Society and in the cooperative movement. This popular success
is to be set against a kind of isolation at the theoretical level among his col-
leagues in Russia; some of his ideas survived better abroad. He was accused of
being a socialist within the university. Within socialist circles, he was accused of
being an anti-Marxist, while he felt himself nearer to Marx than his Marxist
opponents.

In theoretical terms, and in order to build a socialist society, it was necessary,
for him, to distinguish two kinds of economic laws: those working only under
capitalism and those operating even in the future socialist state. This research
led him to study in depth the workings of a capitalist economy, in order to sepa-
rate what is historical from what is logical, according to his terminology. His
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comparative study of capitalist economies and socialist economies reveals the
key categories allowing their interaction: the notions of value and of prices (see
Chapter 5). It is only within this economic typology that his synthesis of the
theory of marginal utility and the labour theory of value makes sense.

Tugan-Baranovsky’s system of political economy was not conceived as, and
cannot be interpreted as, a coherent whole. Nevertheless, a fundamental prin-
ciple can be found in his work: a typology of economic systems, in which capit-
alism and socialism represent the highest dual terms. He studied various
concepts — money, production, value and prices — under both systems and tried
to impose a synthesis on his conclusions. In the special case of value and prices,
his critique of capitalism and recommendations for building a future socialist
society proved particularly fertile.

This chapter explains why Tugan-Baranovsky’s work was often perceived as
pure eclecticism. It focuses on the methodological viewpoint used in his works
and explains his use of categories. It then points out, from Tugan-Baranovsky’s
criticism of capitalism, the economic categories that are relevant for his typology
of economic systems. It introduces the notions of proportionality and of eco-
nomic plan, characteristic of his work on industrial crises, but also of his
thoughts on socialism. His own critique of capitalism is contrasted with that of
Marx, thus analysing Tugan-Baranovsky’s position on Marxism. Finally, Tugan-
Baranovsky’s attempt to provide a definition of socialism, from utopia to the
socialist economic plan, is exposed. This provides the link between Tugan-
Baranovsky’s ideas on socialism and his understanding of the notions of value
and prices, which will be the subject of the next chapter.

Methodology of political economy

In memory of Frangois Quesnay — creator of the ‘Tableau économique’,
Hermann Gossen — originator of marginal utility theory and Karl Marx — the
most profound critic of the capitalist regime.

(Tugan-Baranovsky 1909, Dedication of Principles of Political Economy)

Tugan-Baranovsky always showed a great interest in economic methodology.
His position on that matter, as will be expounded in this section, owes much to
German Kathedersozialisten, especially to the younger historical school repre-
sentatives such as Sombart. Moreover, his long-standing interest in Kant’s ethics
(through neo-Kantian mediations) also impacted on his conception of what the
task of a scientist should be. Finally, Tugan-Baranovsky’s shifting attitude
towards Marx certainly provoked some confusion about his own position, albeit
this has more to do with the perception of his evolving attitude. Indeed, he had a
habit of synthesising what others found incompatible. The dedication of his
Principles of Political Economy (1909) to Quesnay, Marx and Gossen (see
above) gives a good illustration of his often misunderstood eclecticism. In his
biographical tribute to Tugan-Baranovsky, Kondratiev explained this character-
istic as the result of his master’s curious mind, keener on reacting to actual and
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contemporary debates than on the construction of a single, internally consistent
economic system (Kondratiev [1923] 1998). An even more generous qualifica-
tion is given by Shirokorad:

M. 1. Tugan-Baranovsky [...] falls into that rare category of prominent
people contributing to the development of world culture who, like Picasso
or Stravinsky, were influenced by various styles and trends and yet did not
remain within those frames but chose to recast them and create something
perfectly new on the basis of their synthesis that could be sometimes mis-
taken as eclectics.

(Shirokorad 2006, 439)

Tugan-Baranovsky nevertheless gave an overview of his methodological posi-
tions in 1908 in the journal Obrazovanie (Education) and, in a more developed
form, in two chapters of his Principles of Political Economy.* While the present
reconstruction does not give a complete view systematically applied to his inves-
tigations, it nevertheless clarifies Tugan-Baranovsky’s overall orientation and
sheds light on many of his motivations, in particular on his attempted synthesis
in the field of the theory of value.’

Tugan-Baranovsky’s division of the sciences first distinguishes between
theoretical and practical sciences. Theoretical sciences, according to him, have
two main tasks: (i) describing and (ii) explaining phenomena. For their part,
practical sciences are always a means to achieve an end: (iii) they use the theor-
etical understanding of reality in order to transform it. Practical knowledge is
ruled by a practical interest: in medicine, for example, the interest is the good
health of the human being. Theoretical knowledge is ruled by a theoretical
interest: the classification of insects is done by species, and not, for example, by
distinguishing between dangerous, harmless, useful or beautiful insects, which
would have been of practical interest for human beings (Tugan-Baranovsky
1909, 43). Economic science has both elements: the theoretical part is political
economy and the practical part is economic policy. Ideally, political economy
discovers what is and economic policy states what ought to be. In fact, as Tugan-
Baranovsky recognises, it is more complex than this.

Theoretical sciences are subdivided into abstract and concrete components.
Abstract science deals with the explanation of observed phenomena. In social
sciences, deduction is the main method, in contrast to the natural sciences where
experiments are available. The good use of syllogism, observed Tugan-
Baranovsky, should not overlook the need for verification through experiments
(Tugan-Baranovsky 1909, 50-56). Against his detractors, Tugan-Baranovsky
claims that the deductive method is less abstract than is often thought. In eco-
nomic theory, the typical man is not entirely abstracted from his context: he is
inserted into a historical type of economy — an exchange economy and within a
legal order — the Roman law — in which private property exists (1909, 53).

Concrete science is concerned with the description of phenomena, and this is
a complicated task, given the diversity of reality. The scientist does not describe
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reality as a photograph does; instead, like a painter, he chooses which aspects of
that reality to describe. And in order to choose what to describe, the scientist
constructs a classification of appropriate categories for the object under investi-
gation. The classification helps in collecting facts, which in turn improves the
classification. This classification cannot but logically be distinguished from the
observed phenomena: in other words, there is no such thing as a description
without a point of view. Which point of view is political economy supposed to
embrace?

In this regard, Tugan-Baranovsky’s noteworthy example on wages is emblem-
atic: wages are seen by the worker as an income, while it is only one expense of
production among others for the capitalist (Tugan-Baranovsky 1909, 46—47).
These two practical interests, arising from two points of view, are in conflict,
and therefore should both be rejected, as should each class-based interest. The
only acceptable point of view, which does not undermine the scientific objec-
tiveness of knowledge, is ethics:

By taking the point of view of ethics, we have the chance to rise above
contradictory interests and find the universal practical interest that is a
requirement for all humans endowed with a normal moral consciousness.
The central idea in contemporary ethics was formulated by Kant as the idea
of the supreme value, and consequently the equal value, of human
personality.

(Tugan-Baranovsky 1909, 47-48)

This practical interest — Kant’s supreme value of human personality — is the only
possible foundation for political economy for Tugan-Baranovsky. There is there-
fore a clear primacy for the practical interest: not only practical economic
science — economic policy — but also the description of phenomena is ruled by
ethics.

For Tugan-Baranovsky, what is and what ought to be have their role in theor-
etical economic science, as long as they strictly keep to their place: abstract
political economy explains what is on the basis of the descriptions of what is and
what ought to be from concrete economic science:

Idealist and objective elements have their place together in economic theory
only as long as the distinction in their natures is always clearly stated, as
with water and oil in the same receptacle, which will not mix even if they
are immediate neighbours.

(Tugan-Baranovsky 1909, 57)

This reference to Kant shows how closely interrelated normative and positive
economics are in Tugan-Baranovsky’s political economy. Tugan-Baranovsky
read Kant as a high school pupil, and his understanding of Kant seems linked to
his reading of Dostoyevsky.® His theory of knowledge is drawn from the neo-
Kantian philosophers of the so-called Baden or Heidelberg School, Rickert and
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Windelband, who were widely recognised in Russia.” Barnett explains Tugan-
Baranovsky’s concern with ethics as resulting ‘from his adherence to the current
of neo-Kantian philosophy that was influential in socialist circles at that time’
(Barnett 2004, 83). Makasheva (2008, 76) sees in the revolution of 1905 the
trigger for Tugan-Baranovsky’s clean break from materialism for idealism.
Zweynert unveils an interesting insight on Kant and Tugan-Baranovsky:

In his [Tugan-Baranovsky’s] interpretation of Kant, he approaches the posi-
tion of Mikhailovsky. In postulating the absolute value of human person-
ality as the foundation of social sciences, he arrives [...] at the
anthropocentric position, characteristic of the intelligentsia of the Russian
left, which has always, in the last analysis, had a religious nature.

(Zweynert 2002, 331-332)

It is perhaps better to characterise Tugan-Baranovsky’s position in his own
words:

Kant’s ethical point of view cannot be reconciled with Marx’s a-moralist
point of view. On this point, the new theory should strongly reject Marx and
go with Kant, but the fact is that Kant’s ethical ideas became a justification
for socialism, while at the same time Kant drew from them the necessity of
private property [...]. Therefore, Vorldnder [The author of Kant und Marx,
translated by Tugan-Baranovsky into Russian] is rejecting the slogan ‘back
to Kant’. But his own slogan ‘forwards with Marx and Kant’ incorrectly
characterises the problems of our time. The slogan of modern socialists
should be ‘forwards to a new theory of socialism’, and Kant and Marx have
to stay behind as surpassed stages of social thought.

(‘Kant and Marx’, in Tugan-Baranovsky [1912] 1996)

Tugan-Baranovsky’s categories rely on the work of previous economists (mainly
Rodbertus, Wagner and Dietzel, but also Schmoller, Knies, Hildebrand, Simmel,
Stammler, Philippovich and A. 1. Chuprov). The main object of study of political
economy is the ‘national economy’ (narodnoe hozdjstvo), composed of interact-
ing ‘individual economies’ (edinicnoe hozdjstvo) and their economic activities.
An economic activity always takes place between the two poles of the economy
— man and nature — and is always directed towards nature, in order to satisfy
man. The individual economy is ruled by a master: human will. The national
economy has no master, and depends on the interaction of the individual eco-
nomies, linked by exchange and the social relations appearing through exchange.
One of the most important tasks of political economy is to discover and explain
the links between the individual and the national economy (Tugan-Baranovsky
1909, 30-33).%

What is the nature of these links? Political economy is a historical science,
since it deals with a specific economy, i.e. exchange economy (Tugan-
Baranovsky 1903, 8), but at the same time there are ‘natural laws’ governing the
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interaction of individual will in the national economy (Tugan-Baranovsky 1903,
5). Tugan-Baranovsky uses the expressions ‘hidden mechanism’ and ‘natural
effect’ as synonymous with ‘natural law’. For him, there are thus laws which are
universally valid for all economies, independent of place, time or characteristics
(legal, social...), and there are historical laws, valid for a type of economy,
which are historically and even nationally located. In these considerations,
Tugan-Baranovsky explicitly borrows from Rodbertus the idea of ‘logical’ and
‘historical’ categories of the economy (from the Preface of Rodbertus’s Zur
Beleuchtung der socialen Frage, 1875). A logical category of the economy is a
notion valid in ancient Greece, in capitalism and in a future socialist society. A
historical category depends on the particular social structure in place. For Tugan-
Baranovsky, value and costs (as defined by him) are typically logical categories
of the economy while the concepts of prices and wages are historical categories
par excellence (see Chapter 5).

The coexistence of historical and logical categories within Tugan-
Baranovsky’s system invited him to conduct both highly theoretical investiga-
tions and statistical and historical research, often on the same subject.
Sometimes, the link between them was not obvious, and it was not possible to
claim that he achieved a synthesis. For instance, in his work on Industrial
crises in England, historical statistical, social and theoretical investigations are
separated in dedicated chapters. Robertson, in a review of Tugan-Baranovsky’s
Crises industrielles en Angleterre (1913a) — the French edition of his book on
industrial crises — complained that these parts were not clearly enough
articulated:

there is a certain sketchiness about each of the three parts into which the
work is divided, as well as a certain lack of cohesion between them.
(Robertson 1914, 82)

For his part, Schumpeter praises his methodology and, rejecting Tugan-
Baranovsky’s work as a whole, takes only the parts he is interested in:

The methodological aspect of his [Tugan-Baranovsky’s] work is particularly
interesting: he did much historical work of high quality; but he was also a
‘theorist’; and he combined, or welded into a higher unit, these two interests
in a way which he had learned from Marx and which was by no means
common. From Marx, too, he had learned to theorize, though he experi-
enced the influence both of the English ‘classics’ and of the Austrians with
the result that his theoretical work in the end amounted to a ‘critical synthe-
sis’.[...] The only [...] item that need be mentioned out of what no doubt
was an imposing total is the most important of all, for this did make a mark
and did exert influence far and wide, viz., his history of commercial crises
in England [...]. Again, the first and theoretical chapter is a distinctly poor
performance. The rest stands in the history of our science.

(Schumpeter 1954, 1126, emphasis added)
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And even the theory of crises was composed of several elements, as Besomi
(2006) recalled. One of these, the theory of the market, was discussed in the
literature only by Marxists or critics of Marxism, while another, his theory of the
periodicity of crises, was discussed or commented on exclusively by non-
Marxist academics. This schizophrenic attitude towards Tugan-Baranovsky’s
work, i.e. the dispersal of parts of his work into separate sub-disciplines (crises
theory, Marxist political economy), can be imputed to his desire to position
himself against Marx, and also to the combination of the empirical and the theor-
etical in his works, which is in turn a consequence of his logical/historical cat-
egories. This, together with his taste for eclecticism, did not help his
contemporaries understand his political economy.

But this coexistence of historical and logical categories was instrumental in
permitting Tugan-Baranovsky to stay within the then dominant historicist para-
digm while, at the same time, emancipating himself from it. It allowed him to
incorporate, within the Russian debates, such oddities as Gossen’s laws so that
he could understand the English crises at the same level as a historical account
of Chartism. The articulation of these various levels of explanation was not often
provided, and when it was, was not always successful. But a notable exception
can be made for value (as a logical and ethical category), prices (as a historical
category) and their synthesis.

Critique of capitalism

capitalistic economy [...] condemns the proletariat to excessive work and a
miserable life.
(Tugan-Baranovsky 1913b, 118)

Tugan-Baranovsky condemns the exploitation of workers by idle capitalists and
landowners. He retraces, in Modern Socialism in its Historical Development
(19104a), the sources of this exploitation.” Starting from Proudhon, one of his favour-
ite authors, Tugan-Baranovsky sees in the anarchy of production the source of all
the misfortunes of the working class. Incidentally, and as a critique of the capitalist
regime, more than half of his celebrated work on Industrial Crises in England
(1894) is devoted to the social consequences of crises. It contains statistics on deaths
and marriages, careful descriptions of periods of starvation and mass unemployment
and an analysis of their social and political consequences in England: strikes, social
movements and the organisation of the working class around political parties.

Crises in the capitalist economy are explained by the absence of an economic
plan at the level of the national economy. Each individual firm has full control
over its own production plan but takes decisions without exact knowledge of the
needs of society, or of the aggregate supply:

Society needs a determined quantity of bread, meat, textiles, iron, glass, wood,
etc. If the quantity of iron, wood or meat produced is greater than that
required, the residue is — relatively at least — superfluous. Under the conditions
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that lie at the bottom of the capitalistic system of the present day, this propor-

tionality of the productive powers is carried into effect by the complicated

expedient of the market, by the fluctuation of market prices.
(Tugan-Baranovsky 1910a, 178)

The absence of ‘proportionality of the productive powers’ in the various
branches of the economy or, alternatively, the absence of an explicit economic
plan at the national level is the cause of all fluctuations in the capitalist economy.
And the profound reason for this disproportionality is to be found in the antago-
nistic nature of capitalism as an economic system.

In his typology (see Table 4.1), economic systems are classified according to
their harmonious or antagonistic nature. They are further organised according to
their level of economic development. In a harmonious economic system, the
interests of one individual are in harmony with the interests of the other indi-
viduals. Such is the case in the primitive economy, with only a few means of
production and no notion of private property, where only a few exchanges take
place. This is also the case in the ‘mercantile society’, composed of small inde-
pendent producers, owners of their own means of production (it is here implic-
itly inspired by Sismondi, whose work was well known in Russia). And this will
be the case, as will be seen later, in the socialist economy.

The opposite occurs under slavery: some individuals — the slaves — are the
property of others — the owners — as their means of production. Under serfdom,
the masters have a right to some part of the labour of their serfs. Under capit-
alism, albeit legally free, the worker is deprived of the means of production and
has to sell his labour power to the owners of capital. The antagonism of capit-
alism lies in the fact that the economy serves the interests of capitalists, and
functions as an end in itself, not as a means to satisfy a// individuals’ needs. Pro-
duction is not driven by consumption, but is conducted for its own sake.

Tugan-Baranovsky even supplied a proof, based on a hypothetical example,
that capitalism could be self-sufficient (i.e. with capital and without workers),
without needing to fulfil any social demands: a single worker could operate
machines that produce other machines, and so forth, without any trouble of
outlet. In his example (see Table 4.2), Tugan-Baranovsky introduced the canoni-
cal three-sector model (I. means of production, II. means of subsistence, or
workers’ consumption goods, III. luxury goods, or capitalists’ consumption
goods), and computed a three-period numerical example, where c=constant
capital, v=variable capital and s=surplus value.

Table 4.1 Typology of economic systems

Antagonistic Harmonious
Slavery Primitive economy
Serfdom Mercantile society
Capitalism Socialism

Source: Tugan-Baranovsky (1909, chap. VIII).
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Table 4.2 Unlimited growth in sector [

First period

I 1,632 ¢ + 544 v + 544 s = 2,720
II. 408 ¢ + 136 v + 136 s = 680
III. 360 ¢ + 120 v + 120 s = 600
Total 2,400 ¢ + 800 v + 800 s = 4,000
Second period

1. 1,987.4 ¢ + 496.8 v + 828.1s = 33123
1I. 372.6¢ + 932v + 155.2's = 621.0
II. 360.0 ¢ + 90.0v + 150.0 s = 600.0
Total 2,720.0 ¢ + 680.0 v + 1,1333 s = 4,533.3
Third period

L 2,5854 ¢ + 484.6 v + 1,239.0s = 4,309.0
1L 366.9 c + 689 v + 1755 = 611.3
II. 360.0 ¢ + 67.5v + 172.5s = 600.0
Total 33123 ¢ + 621.0v + 1,587.0s = 5,520.3

Source: Tugan-Baranovsky (1905b, 224-225; totals added).

The following assumptions are required to compute the tables, given that the
first period only is known:

»  Capitalists are satisfied with a consumption value of 600. This explains why
the total value produced by sector III is stable (600) over the periods. Since
total surplus exceeds the production of luxury goods for the capitalists (and
therefore their possible consumption), the excess is invested, according to
the next assumption.

»  Capitalists decide to reduce the value of wage (v) by 25 per cent each year.
The proportions between constant and variable capital change accordingly.
This regulates the proportions between sectors I and II, following the rules
of expanded reproduction.

» The increase in labour productivity, due to wage cuts, accounts for the rise
in the rate of surplus value. Determined in the third sector, this new rate is
valid for the whole economy.

From Table 4.2, it appears that sector I is growing (21.78 per cent and then 30.09
per cent), that sector II is declining (—8.67 per cent and then —1.56 per cent) and
that sector III is stable. This allows Tugan-Baranovsky to claim that infinite
growth in the first sector (means of production) is compatible with a decline in
the wage goods sector (subsistence goods), without breaking Say’s law (that pro-
duction creates its own demand).

Tugan-Baranovsky is famous in the Marxist literature for being the first,
according to Howard and King (1989, 168-169), to make analytical use of
Marx’s reproduction schemes. He was the first to use them in the context of the
transformation problem, and for the analysis of the law of the tendency of the
rate of profit to fall. Thus he paved the way for the large amount of numerical
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and later algebraical uses of these schemes by various authors, from Bukharin to
Bortkiewicz through Luxemburg (to evoke only contemporaries).

The example given in Table 4.2 first appeared in 1904 in the German journal
Archiv fiir Sozialwissenschaft und Sozialpolitik (1904, 284-285), then in Theor-
etical Foundations of Marxism in both Russian (1905a, 205-206) and German
(1905, 224-225) editions (the Russian edition contains typos on this very table).

Tugan-Baranovsky’s intention in these schemes was only to dismiss in
abstracto the Sismondist underconsumption theory which was popular in Russia
at this time, and certainly not, as was often over-interpreted (see, for instance,
Luxemburg [1913] 1951, chap. 23), to provide a realistic interpretation of the
future of capitalist society doomed to machinery without human beings. With
this example, among others, Tugan-Baranovsky alienated most Marxists. But for
him, unlimited reproduction would only have been a theoretical possibility,
given that proportionality is enforced between sectors I and I above.'® Nothing
guarantees that this would happen, since it requires more than simple coordin-
ation between capitalists; it necessitates planning:

In my ‘Theoretical Foundations of Marxism’, I provide schemes on accu-
mulation of capital on the hypothesis of an absolute reduction in social con-
sumption. In the end, there are no excess products, for the reason that the
reduced demand on the means of consumption is balanced by an increased
demand for the means of production. One can ask what the use of these
means of production will be, if the demand for consumption decreases. The
answer is not difficult. Means of production will be used on the production
of more and more new means of production. Let us suppose that all workers
but one are replaced by machines. This unique worker will then drive the
colossal mass of machines and he will produce with them new machines and
means of production for the capitalist class. The working class would have
disappeared, but it does not matter for the outlets for the capitalist industry
products. [...]

It is even possible that driven by their passion for accumulation, capital-
ists might want to reduce their own consumption. In this case, the produc-
tion of means of consumption for capitalists will reduce, and an even larger
part of social production will be composed of means of production designed
for their subsequent extension of production [...].

Production will have, in this case, the sole purpose of the accumulation
of capital. The capitalist will be like the miser, who lays up treasures which
he does not actually enjoy, but which he could use at any moment in time if
he so desires. Whenever he wants, he can always stop this process of capital
accumulation and enjoy the colossal productive forces at his disposal thanks
to previous accumulation, and produce means of consumption for himself:
palaces and silks instead of coal and iron. All this may seem weird, and one
can find this absurd. This is possible. Truth is not always easily accessible to
the mind; it is nevertheless the truth. Needless to say that by truth, I mean
not this arbitrary assumption which does not correspond to reality, according
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to which the replacement of the worker by the machine may cause the
virtual elimination of the workers (I used this assumption to show that my
theory holds true even in its most extreme deductions), but the thesis that,
with a proportional distribution of social production, no reduction in social
consumption can cause the formation of excess production.
(Tugan-Baranovsky 1913a, 216-217)

Therefore the key concept which explains why capitalism should not work in
practice is disproportionality; and this internal contradiction creates the possib-
ility of crises, which happen naturally and periodically in capitalist economies:

Crises are inherent in the very nature of capitalist economies. Their neces-
sary nature results from three characteristics of the capitalist economic
system: (1) it is antagonistic, in that the worker is a simple means of produc-
tion for the capitalist firm; (2) unlike other antagonistic economic systems,
it tends to unlimited expansion of production (as a means of capital accumu-
lation); and (3) as a whole, it is a disorganized economy, in which a planned
distribution of social production between the different industrial sectors is
lacking. On the basis of these three characteristics of the economic system,
capitalism inevitably provokes economic crises. The frequency of crises is
due to the fact that free capital in capitalist economies does not accumulate
initially in industry, but is first held up in the banks. During industrial
recovery, banks have enough of it. When capital runs out, a crisis follows.
(Tugan-Baranovsky 1915, 353)

But crises are only cyclical deviations from equilibrium'' and capitalism will not
disappear because of them. Capitalism is not threatened by these internal and
mechanical contradictions. Rather, it should be replaced by the human will — the
power of the mind — because it does not follow the ethical ideal: capitalism does
not allocate the productive forces according to human needs, but according to
the interest of specific social classes, the owners of the means of production who
are exploiting the working class. Capitalism causes disproportionalities and
crises, and the working class suffers from this exploitation. Socialism, in con-
trast, should be consciously established in order to reconcile the constraints of
production with the needs of society.

The decisive criterion for reconciling the economic interests of individuals is,
for Tugan-Baranovsky, the ethical ideal of the equal value of human beings.
Capitalism is mistaken, since it confuses the means and the end — whereas the
economy should only be a means to achieve human ends. The economy is
located between the two sides of life: the materialist forces — production, and the
psychological forces — human needs, or demand. By postulating that the two
forces, materialistic and psychological, drive history Tugan-Baranovsky moves
further away from Marxism and paves the way for utopia to enter the stage.
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Critical foundations of Marxism

But it must not be forgotten that Marxism was the chief formative influence
on practically all the Russian economists of the age. Marx was the author
they really tried to master, and the Marxist education is obvious even in the
writings of those who criticized Marxism adversely. The most eminent of
these semi-Marxist Marx critics was Tugan-Baranowsky.

(Schumpeter 1954, 879)

The relations Tugan-Baranovsky maintained with Marx are complex. For instance,
his 1899 paper ‘The Fundamental Error in Marx’s Abstract Theory of Capitalism’
(1899a) starts with a global appraisal of Marx: ‘Marx’s economic and sociological
system should be fully recognised as the most outstanding product of humankind’s
thought on the understanding of social phenomena’ (Tugan-Baranovsky 1899a,
973). But a few lines later, he calls for the necessity, after Sombart, to assess Marx’s
ideas from a scientific point of view: ‘It is necessary to go beyond Marx, but by
means of Marx, incorporating in the process all that he gave us’ (Tugan-Baranovsky
1899a, 974). In the light of his first clearly polemical paper and also as a con-
sequence of the following works, most notably the paper ‘Labour value and profit’
(1900) and the book Theoretische Grundlagen des Marxismus (1905a, b),'> Tugan-
Baranovsky was rightly ranked among the Marxist revisionists, or Legal Marxists.
Among these academic thinkers, Tugan-Baranovsky was the one who looked with
the greatest care at Marx’s economic writings; the others were more concerned with
his philosophy, history and politics. Tugan-Baranovsky’s criticism falls into two
broad domains: the materialist understanding of history and the theory of value.

Tugan-Baranovsky thought that Marx explained historical change by means of
the materialist side of economic life and missed the psychological side. For him,
living productive forces are not exclusively accounted for by a ‘capacity to
produce’, but also have a developing social ‘consciousness’, that he did not find in
Marx. Class struggle is intelligible only with the idea of a developing social and
class consciousness, and people’s needs are to be understood as the driving force
of their production capacities. This omission, according to Tugan-Baranovsky, is
at the source of the narrow view Marx took towards exchange compared with pro-
duction. For Tugan-Baranovsky, production is the domain of the predilection of
objective materialist forces, while exchange naturally expresses subjective psycho-
logical needs (Tugan-Baranovsky 1905a, b, chapters I-V).

More directly relevant to the present investigation, Tugan-Baranovsky gradu-
ally rejected Marx’s labour theory of value in several steps:

1 He showed that ill-conceived notions of exploitation and labour productivity
were at the basis of Marx’s law of the tendency of the rate of profit to fall
(Tugan-Baranovsky 1899a and 1900).

2 He showed that there was an incompatibility between the theory of value
described in volume I of Capital with the theory of prices in volume III.
Because his goal was to explain prices, he did not consider abandoning



88  The Russian synthesis

volume III but proposed instead to abandon the labour theory of value and
surplus value (Tugan-Baranovsky 1899a; 1905a, b, chap. VII).

3 He offered a new terminology (absolute value vs absolute costs, see Chapter
5) as a way to ‘rescue’ Marx’s theory in a sociological — not economic —
sense (Tugan-Baranovsky 1905a, b, chap. VI; 1909, chap. 3-4).

First, Tugan-Baranovsky established that the law of the tendency of the rate of
profit to fall is flawed. The capitalist mode of production surely implies a tend-
ency for the organic composition of capital to rise, i.e. for there to be a rising
share of constant capital in the whole (constant + variable) invested capital. But
for him this does not lead to a diminishing rate of profit. There is first ‘common
sense’: why would capitalists replace workers with machines if this implies a
decline in profit? Here Tugan-Baranovsky falls into the common error pointed
out by Ziber (in Chapter 2 above): he confuses the individual with the social
economy. But he has also an analytical argument, as shown in Table 4.3.

It should be noted that this example is based on nominal prices, but that Tugan-
Baranovsky’s terminology includes a rate of profit in value and a rate of profit in
prices; a rate of exploitation in value and a rate of exploitation in prices. In Table
4.3, the replacement of workers by machines from period I to period II does
increase labour productivity and, as a consequence, the rate of exploitation (from
100 to 200 per cent). The rate of profit remains constant (66.6 per cent) and Marx’s
implicit assumption of a constant rate of exploitation with a declining rate of profit
does not hold. Therefore, the law of the tendency of the rate of profit to fall, present
in volume III of Capital has to be abandoned. Tugan-Baranovsky has only one
doubt: had Marx published this volume himself, would he have changed anything?

I have only one doubt on this: did Marx believe in this? The manuscript of
the third volume of Capital was not prepared for publication by Marx, and,
in the first two volumes, there is apparently no single mention of this law.
At the same time, if the law of the falling rate of profit was to be considered
as correct, it would be so important that Marx would have used it in the first
volumes of Capital. It seems to me most likely that Marx would not have
included this law [...] because it opposes the labour theory of value.
(Tugan-Baranovsky 1900, 620)

Table 4.3 The increasing rate of profit

Period Constant  Variable  Profit Total Rate of Rate of
capital capital profit exploitation
L. 100 200 200 500 66.6% 100%
II. 200 100 200 500 66.6% 200%

Source: Tugan-Baranovsky (1899a, 979-982).

Note
These numbers and the rates are found in the text, not in the form of a table.



Tugan-Baranovsky on capitalism and socialism 89

Second, Tugan-Baranovsky tackled the ‘inverse transformation problem’, which
was so called by Bortkiewicz since it consists of finding a system of value and a
rate of surplus value on the basis of a given system of prices together with a
given uniform rate of profit. The inverse transformation problem transforms
prices into values, which is exactly the reverse of what Marx was trying to do.
Tugan-Baranovsky provided a solution to this problem that attracted Bortkie-
wicz’s attention (Dostaler 1978, 100—105; Jorland 1995, 265-268). This solution
was published in 1905 by Tugan-Baranovsky (Tugan-Baranovsky, 1905a, b,
chap. VII), but a sketch of it was already present in his 1899 article (1899a).
Table 4.4 contains the original system in prices, while Table 4.5 contains the
transformed system in values.

In Table 4.4, the rate of profit in prices is equal for all sectors (=25 per cent)
as required by Marx, and the rate of exploitation in prices is variable (100 per
cent in sector I, 50 per cent in sector II, 41.6 per cent in sector III). Starting from
this system in prices, Tugan-Baranovsky computed a system of value, as given
in Table 4.5.

In Table 4.5, the rate of exploitation (in value terms) is equal in all sectors (66
per cent), and the rate of profit (in value terms) is again variable (19 per cent in
sector I, 36.36 per cent in sector II, 42.86 per cent in sector III). Let us have a
look at this solution in five points.

1 There are different organic compositions of capital, as in Marx’s solution.

2 Tugan-Baranovsky ignored fixed capital (whereas Marx tried with difficulty
to consider this point). This will be of no consequence to the reasoning, but
this was not known at that time (Dostaler 1978, 100).

3 The two equalities (between total profit and total surplus value, and between
total prices and total values) are not obtained. Bortkiewicz will eventually
show that choosing sector III as numeraire would already solve one equal-
ity, and that the second could also be solved by accident, if correct numbers

Table 4.4 Original scheme in prices

I 180 ¢ + 60 v + 60 s = 300
1I. 80 ¢ + 80 v + 40's = 200
II1. 40 ¢ + 60 v + 25s = 125
Total 300 ¢ + 200 v + 125s = 625

Source: Tugan-Baranovsky (1905a, 155; also in 1905b, 171; totals added).

Table 4.5 Transformed scheme in values

1. 225¢ + 90 v + 60 s = 375
1I. 100 ¢ + 120 v + 80s = 300
I11. 50¢ + 90 v + 60 s = 200
Total 375¢ + 300 v + 200 s = 875

Source: Tugan-Baranovsky (1905a, 157; also in 1905b, 173; totals added).
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were chosen. More importantly, he will point out that these equalities are
not a necessary condition for what they were intended to be: to show that
the whole surplus value is distributed among capitalists in the form of profits
(Bortkiewicz 1906—1907, II).

4  This is, as already mentioned, an inverse transformation procedure, which
contradicts Marx’s intentions to show that surplus value is hidden behind
the appearance of profit.

5 Finally, Tugan-Baranovsky’s original titles for the tables were ‘Reproduc-
tion and distribution of the social income in monetary prices/labour value’.
Therefore, and for the first time in the literature, the conditions of reproduc-
tion as stated in volume II of Capital are combined with the transformation
procedure as described in volume III. The constraints of simple reproduc-
tion that Tugan-Baranovsky imposes on himself (in both tables, the sum of
line 7 is equal to the sum of column i, for i=1, 2, 3), were not present in
Marx. This implies that what is sold by one sector is bought by the three
sectors at the same value (in the values scheme) and at the same price (in
the prices system). Tugan-Baranovsky transformed all inputs, and not just
profits, into surplus value here."

With these elements, Tugan-Baranovsky shows that it is possible to have a con-
sistent system of value and prices. But this system contains no explanation of the
source of profit being surplus value and, more generally, it contains no assertion
that labour value explains the real exchange relationship. Thus, for Tugan-
Baranovsky, the labour theory of value does not explain exchange value, and is
therefore only a fiction.

But, and this is the third point, it is a useful fiction. For Tugan-Baranovsky,
value must, for etymological reasons, be linked to an evaluation," which is
exclusively subjective for him."

The theory of exploitation and surplus value seems appealing, but cannot be
integrated into economic theory. It is however extremely useful in the field of
sociology, where there is distribution of social income. Exploitation is an empiri-
cal notion only and explains neither profit nor prices.

To sum up: if capitalism can survive with its internal contradictions, if the
rate of profit is not a threat to its long term development since it will not neces-
sarily fall, if exploitation is not linked to value and is unable to explain market
prices, and if the labour theory of value does not survive, it seems that there
remains almost nothing of Marx’s critique of political economy.

But it will soon be seen that Marx is more present than Tugan-Baranovsky is
ready to admit. The critique of the capitalist system remains. The capitalist
system is unable to maintain a sound proportionality, giving an impetus to the
‘psychological forces’, which are themselves trying to move history forwards.
The theory of socialism is not far away from a critique of the actual economic
system, and Tugan-Baranovsky would even find a way to reintroduce a ‘labour
theory of value” with his notion of absolute costs, but does so in association with
Kant, in line with his characteristic synthetic eclecticism.
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Socialism: towards a better future

The book now put before the reader has another aim: a succinct critical
exposition of the essential tenets of modern Socialism as a definite social
doctrine. And taking into consideration that Marxism, as I strongly believe,
does not embrace all the scientific elements of Socialism, my investigation
necessarily assumed an historical character in so far as [ was obliged to ret-
rospect and introduce earlier, partly forgotten doctrines of the so-called
Utopian category, which I consider deserving of the most serious attention
and which in some respects are even more scientific than Marxism.
(Tugan-Baranovsky 1910a, vi)

At the turn of the twentieth century, various conceptions of socialism were
encountered in Russia. Supporters of Marx were as numerous in the various
strands of society as interpretations of the Prophet’s writings. The conservative
Populist Voroncov, for instance, saw in Marx’s description of the nightmare of
English capitalism an analytical instrument to help Russia avoid this difficult
transition. He tried to establish the impossibility of the growth of capitalism in
Russia, and advocated a promising agrarian socialism based on the mythic and
deep-rooted rural collectivist community — the obshchina.'® Against these ideas,
considered by their opponents as primitive and ignorant of the materialistic
forces of history, another reading of Marx proposed by (among others) Ple-
khanov and Lenin, promoted a proletarian revolution. Although they disagreed
later on whether the proletarian revolution should be preceded by a bourgeois
revolution (the famous Bolshevik—Menshevik divide), these authors were unified
against the Populists. Around these mainstreams towards socialism, other con-
ceptions of socialism coexisted in the Russian debates, including non-Marxist
ones. Besides Bulgakov’s Christian socialism and Kropotkin’s anarchist social-
ism, Tugan-Baranovsky’s ethical socialist system demonstrates interesting
insights, in that it mixes economic theory and ideas of utopia.

Tugan-Baranovsky’s first publications (especially his doctoral dissertation The
Russian Factory, 1898) were directly intended to refute the Populists’ argument that
capitalism could not take root in Russia. He showed, in particular, that industrialisa-
tion had a longer history in Russia than was often thought and that, albeit the State
was strongly implicated in that history, industry was not foreign to the Russian
economy. In the aftermath of his master’s thesis Industrial crises in England (1894),
he even pointed out that fluctuations, which were the symptoms of an industrial
state, were appearing in Russia, just as they did earlier in England (Barnett 2005).
Tugan-Baranovsky was at that point a member of the informal group named ‘Legal
Marxism’ (together with Struve, Bulgakov, Frank and Berdiaev), which, during the
1890s, was in the same camp as Lenin and his Development of Capitalism in Russia
([1899] 1960), united against the Populists. Later on, however, Tugan-Baranovsky
evolved from Marxism to some kind of ethical socialism of his own: he borrowed,
from his reading of Kant, the ethical idea of the supreme and equal value of all
human personalities, and placed it at the heart of his system.
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Tugan-Baranovsky’s socialism has already been the object of careful investiga-
tions.'” In this chapter, an interpretation of his ideas on socialism is drawn from the
perspective of utopia to value theory.' It suggests investigating the nature of the
relationship between utopia and science within economic theory as a first step, and
locating the role of the theories of value and prices within socialism and economic
planning as a second step. The present reconstruction of Tugan-Baranovsky’s
socialist system consciously follows the three-step plan prescribed by him:

Every accomplished social system consists of three parts: of the criticism of
the existing social conditions, of a determined conception of the future
organization, and of considerations regarding the ways and means by which
its principles are to be carried out in actual fact.

(Tugan-Baranovsky 1910a, 185)

Accordingly, the previous sections of this chapter contained Tugan-Baranovsky’s
‘criticism of existing social conditions’, i.e. his critique of capitalism as an
antagonistic economic system. It outlined his distance from Marxism and
revealed essential notions of his socialist system: the ethical ideal and propor-
tionality in the economic plan.

Tugan-Baranovsky’s attempt to define the nature and goals of socialism are
first examined. His ‘determined conception’ of what the future system should be
will be considered together with his sources of inspiration, which owe a heavy
debt to the theme of utopia. His definition of socialism is therefore reconstructed
in line with the three notions mentioned above. Then, the ‘consideration of the
ways and means by which its principles are to be carried out in actual fact’ are
examined.

Socialism between utopia and science

In his quest for a definition of socialism and for the design of a socialist system,
Tugan-Baranovsky makes abundant use of the writings of so-called utopian
socialists, that he considers ‘deserving [of] the most serious attention and which
in some respects are even more scientific than Marxism’ (Tugan-Baranovsky
1910a, vi). He remarks that the Communist Manifesto is almost entirely com-
posed of claims that were formulated by earlier — so-called Utopian — socialists.
Science and utopia are complementary:

The opposition of science and utopia is untenable in the sense that science
and utopia are not necessarily contradictory concepts. Utopia is not absurd
or ridiculous. Utopia is an ideal. Every ideal contains something unfeasible,
infinitely distant and unattainable, a dream; some of our inherent spiritual
nature has the desire to leave the limits of the possible, to rise above the
world of phenomena. [...] An ideal is unattainable, because otherwise it
would not be an ideal, but a simple empirical concept.[...] An ideal plays
the role of a star, thanks to which a stray night traveller chooses his road
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[...]. Far away, the beautiful star indicates the true path, but it does not
replace the convenient and mundane lantern.

If an ideal can be compared with a star, science plays the role of a
lantern. With a lantern, not knowing where to go, one does not find the true
path, but without a lantern at night one risks breaking his neck. The ideal, as
well as science, is equally necessary for life. The ideal gives us the supreme
goal for our activities; science shows the means for implementing these
objectives and provides us with a correct criterion for determining what is
feasible in our goals, and to what extent.

(Tugan-Baranovsky [1912] 1996, 86)

The ideal implies a profound modification of actual society and, in his analysis
of various utopian schemes, Tugan-Baranovsky shows that the utopian authors
clearly understood that human nature is controllable: with their new plan of
society, they try to build a new man. In Tugan-Baranovsky’s Modern Socialism
in Historical Perspective (1910a), the plans of Bellamy, Blanc, Cabet, Fourier,
Godwin, Kropotkine, Owen, Pecqueur, Proudhon, Rodbertus and Saint-Simon
are scrutinised. These works provide him with interesting material for thinking
about the future society and its new man.

Cabet helps in understanding the idea of the boredom of a society composed of
integrally equal men, while Godwin furnishes a better picture of the new man.
Concerning the question of economic equality, the plans of Blanc and Owen are
rejected by Tugan-Baranovsky, as they promote inequality and, therefore, do not
achieve the socialist ideal. Saint-Simon requires ‘such an iron discipline to which
the labourer of our days, with his love and freedom, would by no means willingly
submit’ (Tugan-Baranovsky, 1910a, 116) and is, therefore, criticised. Rodbertus is
equally criticised for his system of distribution. Tugan-Baranovsky shares with
Fourier a faith in the increasing social productivity of labour but does not explain
how this could be compatible with freedom. Kropotkine oscillates on this point
between freedom and violence. Bellamy is the only one who offers interesting
commentary on the ‘choice’ of a profession; and Proudhon explains his innovative
idea of a new organisation of exchange. However, the author that gains the most
support from Tugan-Baranovsky is Pecqueur and his most harmonious reconcili-
ation between individual freedom and the social organisation of labour.

These authors are, however, often mistaken, according to Tugan-Baranovsky,
when they forget to analyse a few of the significant external constraints that are
particularly under the scrutiny of political economy. Utopia and the science of
political economy must therefore converse, in order to approach the socialist
ideal, which Tugan-Baranovsky defines as follows:

We [...] define Socialism as the social organisation in which, owing to equal
obligations and equal rights of all to participate in the communal work, as
also owing to the equal right to participate in the produce of this work, the
exploitation of one member of the community by another is impossible.
(Tugan-Baranovsky 1910a, 14)
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Table 4.6 Typology of socialisms

Systems A. Socialism B. Communism
1. Centralist Al B1
2. Corporate A2 B2
3. Federal A3 B3
4. Anarchical A4 B4

Source: Tugan-Baranovsky (1910a, 110).

The plan of the future society that will fulfil this ideal is the result of a discus-
sion between the various plans described by the utopian authors, and the science
of political economy. The discussion is arranged around the typology found in
Table 4.6. The first distinction of this typology, between socialism (A) and com-
munism (B), concerns the way in which society organises the distribution of the
social product among its members. The second distinction (1. centralist, 2. cor-
porate, 3. federal, 4. anarchical) concerns the way in which the productive forces
are coordinated in the economy, in order to meet social needs.

On the first distinction between socialism (A) and communism (B), Tugan-
Baranovsky rejects the explanation based on property rights, according to which
under socialism there are collective property rights of the means of production
and private property rights of the means of consumption; while under com-
munism private property rights do not exist. This criterion is dismissed for prac-
tical reasons: how to conceive of the absence of property rights on clothes that
are currently worn, or on the poet’s pen? (see Tugan-Baranovsky 1910a, 14—-17)
As an alternative criterion, Tugan-Baranovsky proposed to distinguish socialism
from communism with the economic notion of income:

e Under socialism (A), each individual disposes of an income, from which he
may freely choose between the available consumption goods. Private property
rights are therefore guaranteed on goods acquired with that income. Individual
consumption is limited by what that income may allow to be bought at given
prices, and by the availability of products on the market. That availability is
possibly but not necessarily expressed in prices, depending on the system of
price formation (market oriented or managed). The notion of income may be
expressed in monetary terms or take any other form."

e Under communism (B), the economic notion of income is absent. Therefore,
individual consumption is no longer limited by income, nor by prices, which
become useless. Two scenarios are encountered:

*  Inthe first, there is no physical constraint, i.e. there are enough consumption
goods for everyone. In this case, consumption is entirely free. Property
rights would not be necessary, since taking something from someone does
not deprive this person of that good. This is the ultimate goal of com-
munism. Nevertheless, this requires a tremendous technological level to
satisfy all needs.
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* In the second, there is still a physical constraint, i.e. there are not enough con-
sumption goods for everyone to be fully satisfied. In this case, communism
consists of fixed consumption bundles chosen at the collective level. The indi-
vidual has no choice of what to consume, but every individual receives the
same allowance, or according to a physiological table of needs. This con-
strained communism is justified in the socialist literature as being only a tem-
porary state, until technology allows the removal of this constraint.

The second level of distinction (1. centralised, 2. corporate, 3. federal or 4. anar-
chical) directly answers the following quest:

A society, to be perfect, to have all that is requisite to its nature, must con-
sequently be so organized that the widest possible personal freedom of the
individual can go hand in hand with the greatest possible security of the
interests of the community as a whole.

(Tugan-Baranovsky 1910a, 180-181)

The ideal system should therefore guarantee two contradictory goals: the
maximum freedom and the maximum order. For Tugan-Baranovsky indeed,
order is not a prerequisite to freedom. Both concur simultaneously, attracting
and repulsing each other.

A centralist system (1) offers the greatest possible security, since it allows the
coordination of the whole process of production in order to follow predefined
goals, such as to answer the needs of the society, through planning (see below in
this chapter). A centralist system can be highly efficient, since the division of
labour can be extended on a large scale. On the other hand, centralist systems are
necessarily authoritarian, if not dictatorial, since they decide, among other
things, the profession of the members of the society. Individual freedom is there-
fore in danger. These characteristics are encountered, for example, in the systems
of most Saint-Simonists, Pecqueur, Bellamy and Cabet.

A corporate system (2), such as in Blanc’s proposal, does not realise the
socialist ideal, since coordination is only ensured at the corporate level, and not
at that of the society. The latter is organised around professional unions and does
not secure equal economic rights for the members of the society, but creates new
social classes by occupation. Corporatism should be forgotten.

In contrast, a federal system (3) can achieve the socialist ideal regionally: it
consists of self-sufficient independent small communities, loosely connected to
their neighbours on a voluntary basis. The division of labour is less developed as
compared to the centralist system, and therefore brings a lower level of produc-
tivity, but, at the same time, it secures greater individual freedom. The organisa-
tion of labour, and of income distribution, can differ greatly from one community
to another. This system, proposed by Owen, Thompson and Fourier, could and
should be used as a counterweight to any centralist system.

Finally, an anarchical system (4) is a society in which the individual is abso-
lutely free from the point of view of economic labour, and independent from any
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social community. The individual is self-sufficient, and interacts with others only
on a voluntary basis. This system, proposed by Godwin, Proudhon or Kropotkin,
guarantees the greatest individual freedom, but would necessitate a tremendous
level of technology in order to allow each individual to produce all his needs by
himself.

There is no combination in this typology that corresponds to the absolute
ideal. Practical concessions are unavoidable between the two conflicting object-
ives: freedom for the individual on one side, and proportionality in the economy
on the other.

Regarding the first distinction between communism (B) and socialism (A),
the social ideal would be free unlimited consumption (B.i), but due to present-
day constraints (technology and, perhaps, human nature; B.ii), today’s practical
ideal is socialism (A), in which consumption, albeit limited, is at least free:

The socialistic system, which regulates the earnings of the individual
without laying any restraint on the freedom of choice, represents, therefore,
an incomparably higher type of social union than Cabet’s communistic plan,
according to which it is not the income but the consumption of the indi-
vidual which is subject to control.

(Tugan-Baranovsky 1910a, 144)

An improvement can be guaranteed with a mixed system (compare especially
chapters IV, V and VI of Tugan-Baranovsky 1910b): where communism is pos-
sible, it should be applied. Education, health services, museums, libraries, trans-
port ... should as soon as possible be freely available to all members of the
society. The greater the social productivity, the larger the supply of such ‘com-
munistic’ goods: non-luxury foods, lodging, etc.

Regarding the second distinction, only centralism (1) can achieve the greatest
coordination, i.e. proportionality in Tugan-Baranovsky’s terminology, and there-
fore efficiency, i.e. useful productivity for mankind. The productive forces can
be governed in accordance with social needs. For Tugan-Baranovsky, in order to
guarantee individual freedom, ingredients of both federal (3) and anarchical (4)
systems must be introduced within the centralist system (1). In this regard, the
utopian systems contain a full set of ideas that can be of some help: a few hours
per day of compulsory socially useful labour may be sufficient to procure for the
society its basic needs, and to give the right to all members of the society to
participate in this social product. In the realisation of their own ideal, individuals
could freely spend the remaining hours in activities that are not directly useful to
the society’s immediate material needs: leisure, craftwork, arts, literature, intel-
lectual and scientific work, etc. Whether the individual would retain a private
property right on the product of this work is no longer a question in a socialist
society. Once the ‘minimum of economic comfort’ is guaranteed (and in an effi-
cient socialist society it will be much more than the minimum since generous
‘comfort and leisure’ will be secured by a very few working hours), leisure work
will provide a much more rewarding ‘extra remuneration’ in the form of ‘honour,
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admiration, renown and love on the part of his fellow citizens’ (Tugan-
Baranovsky 1910a, 124).

In Modern Socialism, Tugan-Baranovsky compares the various Utopian
novels in regards to working hours, and clearly favours the optimism of Owen,
for whom the daily labour load diminishes to two hours of labour after five years
of hard labour, over Bellamy’s more arduous plans, where everyone is assigned
to 24 years of forced labour. This clearly reveals a very optimistic vision of
technological progress.

The issue of the distribution of the social produce among the members of the
society under socialism is a central one. Should the society provide an equal
income to all its members (which does not mean equal consumption), or should
it guarantee an equal right to all individuals to the integral produce of their indi-
vidual labour, in order to totally preclude the exploitation of an individual by
society? In others words, should the individual be remunerated according to
what he gives? Keeping his ethical position in mind, Tugan-Baranovsky sup-
ports the first system:

A system of equitable distribution must aim not at warranting to every
labourer the whole of his produce, but at the greatest possible agreement of
the distribution of products with the fundamental ethical principles of
Socialism — the idea of equivalence of the human personality.
(Tugan-Baranovsky 1910a, 127)

There is no other ethical system of remuneration: the myth of labour paid
according to its productivity is meaningless according to Tugan-Baranovsky. It
should be recalled that, under capitalism, he rejected both classical theories of
wage and the marginal productivity theory of wage, to support his ‘social theory
of wage’ (see Tugan-Baranovsky 1910b and 1913c), according to which wages
are in line with the relative forces of the workers and the capitalists in each
sector. Therefore, for Tugan-Baranovsky, the capitalist notion of wage cannot
serve as an indicator of the worker’s productivity. A comparison of two different
types of labour is impossible:

By what standard, for instance, could the productive work of a judge, a
physician, or a farmer be rated? How many working hours are included in
the work of a poet, or what quantity of ‘normal working time’ is equal to his
labour of one hour?

(Tugan-Baranovsky 1910a, 127)

Therefore, for Tugan-Baranovsky, the only practical solution is an equal income
for all members of the society, which better conforms to the socialist ideal by
asserting the equal value of all humans.

Another central issue discussed by Tugan-Baranovsky concerns the nature
and organisation of labour under socialism. In the anarchist society, each indi-
vidual can choose his profession, but if everyone wants to be a poet, the society
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will soon disappear due to shortages of food. Tugan-Baranovsky is confident
that, with equal income in all professions, the choice of a profession will become
solely a question of taste, and that it will make it easier to give everyone a job
they desire, even within an authoritative mode of production. Some arrange-
ments will nevertheless be necessary: the toughest jobs could be compensated
for by a shorter workload (but not by a higher salary). Tugan-Baranovsky has a
strong belief that social productivity will rise under collective ownership of
means of production, and once the basic needs are fulfilled, it will leave the indi-
viduals with a considerable amount of free time. The relation to labour will
change, and members of the socialist state will satisfy other needs with new
activities: arts, literature, science, luxury craftwork ... that will contribute to the
spiritual development of the socialist society. Some of these activities, such as
science, will even contribute directly to the growth of human labour social pro-
ductivity.?! In all these activities, no authority should ever be applied; they must
remain absolutely free in order to be useful to humankind.

Before this ideal picture of free choice of labour is ever reached, the socialist
society should first organise itself in order to secure for its members the basic
and soon-to-be non-basic consumption goods. This is the transition from utopian
socialism towards scientific socialism, and this transition is achieved, for Tugan-
Baranovsky, precisely through the economic plan.

The socialist economic plan

But now history holds on its course and the mission of capitalism is
achieved, social economy must rise to a higher degree, and the capitalist
anarchy, bearing rule in the domain of social production, must be super-
seded by a socialistically planned organization.

(Tugan-Baranovsky 1910a, 105)

The economic plan corresponds to the distribution of the productive forces
between the alternative sectors of the economy. In a capitalist economy, the plan
stands for the aggregation of the numerous individual plans made by firms, based
on the allocation of various means of production (labour, capital, and land), and
according to the price mechanism. These calculations do not realise the socialist
ideal, since they are based on costs of production, a concept that considers the
work of man as a resource among others, for purposes alien to the worker. The
sum of these plans leads to disproportionality between the social output and
social needs.*

In a socialist economy, the plan can be consciously developed: it must corres-
pond to the distribution of human labour (the means) among the alternative
sectors of the economy, for the social output to be in full proportionality with the
needs of human beings (the ends). In this way, the economic plan realises the
socialist ideal, based on the ethical principle of the equal value of human person-
ality. Production in the socialist society should therefore be planned, according to
two considerations: on one side, considering human labour as the only pertinent
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input variable; and considering human needs as the only pertinent target for the
output variable. This is what Tugan-Baranovsky aims to achieve with his theory
of value and prices (see Chapter 5).

From 1890 onwards, Tugan-Baranovsky developed his own synthesis of the
theory of value (Tugan-Baranovsky 1890). After his initial step, Tugan-
Baranovsky’s synthesis approach to value theory was to become a ‘tradition’
among Russian economists (see Chapter 6). For him, theories of value were one-
sided, and the misunderstanding between an ‘old’ labour-based theory and a
‘new’ theory based on marginal utility were to be understood through the fol-
lowing perspective: Ricardo places the labour of man at the centre of his under-
standing of value (‘an objective moment’), while Wieser takes for granted that
the process of evaluation — marginal utility — determines the value of goods (‘a
subjective moment’). Objective and subjective moments are not incompatible;
they are reconcilable and even, on an ethical basis, both necessary.

In 1890, Tugan-Baranovsky gave an example (the ‘simple synthesis”) of how
this reconciliation takes place. A community produces only two goods: A and B.
These two goods provide this community with marginal utilities, as represented
in Table 4.7. Tugan-Baranovsky saw in Menger’s schemes (which he reproduced
in 1890, 197; 1909, 66; and [1918] 1996, 390) the best illustration of the differ-
ence between total and concrete (marginal) utilities provided by different goods.
In Table 4.7, the third unit of good A, for instance provides a marginal utility of
8. It should be noted that this notion of marginal utility is a social one, and, as
such, the very notion of social marginal utility was unfortunately not discussed
by Tugan-Baranovsky.

Suppose that the production of one unit of good A requires one day of labour,
while two days are needed for the production of one unit of good B, and that the
community has at its disposal 4 days of labour. Tugan-Baranovsky asks: ‘How
should labour be distributed so as to observe the economic principle — to reach
with the least expense the biggest utility? (Tugan-Baranovsky 1890, 225). The
ideal production plan requires all labour forces to be assigned to the production
of 4 units of good A, contributing to a total utility of 34 (10+9+8+7).

If the society disposes of 8 days of labour, the ideal production becomes the
following: 6 units of A and 1 unit of B (since every alternative repartition of
labour is less efficient), for a total utility of 55 (10+9+8+7+6+5+10). The last
unit of good A has a marginal utility of 5, and the last unit of B has a marginal
utility of 10. At the same time, the production of A takes 1 day, and the produc-
tion of B takes two days.

Table 4.7 Tugan-Baranovsky’s schemes of marginal utilities

A - 10 9 8 7 6 5 4 3 2 1 0
B - 10 9 8 7 6 5 4 3 2 1 0

Source: According to Tugan-Baranovsky (1890, 197 and 225-227).

Note
In the original, the schemes were represented vertically.
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From these ratios (10/5 vs 2/1, or 10/2 vs 5/1), Tugan-Baranovsky con-
cludes that ‘The marginal utilities of produced goods are proportional to their
costs of labour’ (Tugan-Baranovsky 1909, 73). In other words,

The utility of the last units of reproducible goods of every kind — their mar-
ginal utility — should be inversely proportional to the relative quantity of
these goods produced during one unit of time of labour; or directly propor-
tional to the costs of these goods. Only the fulfilment of this condition guar-
antees that the distribution of the production corresponds to the economic
principle of the greatest utility.

(Tugan-Baranovsky 1909, 72)

This illustration of Tugan-Baranovsky’s synthesis in the theory of value shows
how he conceived planning in a socialist economy: by building an economic
plan based on theory of value, which allows the synthesis between the objective
(production) and the subjective (needs) sides of his human—ethical economy:

For the establishment of this [economic] plan, the socialist society will have
two considerations in mind: on the one hand, it must take into account the
marginal utility of each good, on the other hand, their labour costs. These
are the two fundamental elements for the construction of the socialist eco-
nomic plan.

(Tugan-Baranovsky [1918] 1996, 390)

Many problems arise from this conception of planning, such as the collection of
data on labour costs, and the estimation of marginal utilities (on this, see Barnett
2000). Moreover, marginal utilities are calculated at the community level,
without considering any individual level or any issue of aggregation.”® Finally,
the whole reasoning is based on the “under present technical conditions’ hypo-
thesis, which eschews the issues of capital accumulation and of inter-temporal
consumption. Nevertheless, without any knowledge of Barone’s approach,
Tugan-Baranovsky proposed an ethical system of planning under socialism,
which was supposed to surpass capitalism.?*

Whether socialist planning should be organised at the national level (along a
centralist scheme), on a regional level (within a community organised around the
federal scheme), or with a mix of both is not specified by Tugan-Baranovsky.
One can guess, according to his previously exposed principles, that he would
have avoided too much centralism (authoritarianism) and too much regionalism
(disproportionality and inefficiency). His later involvement in the cooperative
movements may be considered as an indication of his preference for smaller
communities, and therefore for liberty over planning in every aspect of
human life:

There is but one province of human activity in which unlimited freedom is
possible and indispensable: it is the province of the higher intellectual creative
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labour, where no authority can be tolerated [...] this sphere of labour does not

require the maintaining or the observance of proportionality of production,

which constitutes an imperative demand in economic adventures.
(Tugan-Baranovsky 1910a, 181-182)

Tugan-Baranovsky acknowledges the eventual necessity for the proletariat to
take political power in order to establish the future society,” because most polit-
ical parties and syndicates only envisage the improvement of the situation of the
workers, and not the transformation of society. However, he shared a faith in the
future developments of these economical and political entities: cooperatives,
unions, cartels, political powers ... for they were potentially instrumental in pre-
paring the transformation of society, and especially the economic sphere of
society. Indeed:

There is no necessity whatever to introduce Socialism at once to its extreme
limits. On the contrary, it is to all intents and purposes by far more rational
to gradually remould the existing economic structure by slowly infusing into
it the spirit of the new order. The land and enterprises of national import-
ance such as railways, credit and insurance institutions, likewise all capital-
istic associations, trusts, and syndicates which extend to large proportions,
can immediately pass into possession of the State without any technical
difficulties.

(Tugan-Baranovsky 1910a, 229)

However, Tugan-Baranovsky warned: complications will not come from the
political sphere, but from the economic organisation of the new socialist society:

The most difficult task for Socialism will be to adjust supply to demand; in
other words, to establish a proportionality between production and con-
sumption. Under the actual reign of unrestricted industrial activity and
private enterprise, this problem is being solved by the ruin of those under-
takings, the products of which exceed the social demand and the rapid
growth of such concerns, and the increasing profits they yield are due to the
demand for their products being greater than the supply.
(Tugan-Baranovsky 1910a, 229-230)

But in the process of regulation, or approaching proportionality in the economic
plan, market signals will still play an important role. Nevertheless, this role will
be different under socialism than under capitalism:

However, the Socialist system will not wholly escape the regulating influ-
ence of the fluctuations of the market, in so far as under the reorganized
State, commodities will be bought and sold at prices dictated by the ratio
between social supply and demand. In the Socialist community, just so as in
the capitalistic, the prices of a commodity will rise in the case of demand
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exceeding supply, and fall in the inverse instance. In this manner, the market
prices of a product will serve as a graduator of the proportionality of social
production with the society of the future, as it serves with the society of the
present time. The difference will consist only in prices; retaining the quality
of a regulator of social production and consumption, under the Socialist
arrangement of economic life, it will cease to be the regulator of social
distribution.

(Tugan-Baranovsky 1910, 230-231)

For Tugan-Baranovsky, under socialism, income distribution will no longer
depend on economical relations, but will depend on social and political relations.
This very fact will induce many changes in the life of the people, in relation to
freedom and the absence of exploitation:

Under the Socialist organization of production, the income of the labourer
employed in a given branch will not bear any direct relation to the consump-
tion of the return of his labour, his fixed income being at all events secured.
The elementary forces of the capitalist system, the influences of the fluctua-
tions of the market, must be replaced by a special mechanism to be intro-
duced and worked by Socialism, in the form of most detailed statistical data
regarding production and consumption, and the elaboration of a rigorous
organization of the employment of labour in different branches of industry
on a level with the social exigencies. This organization must, on one side,
secure the proportionality of social production, and on the other hamper per-
sonal freedom as little as possible — the freedom of every individual to
choose his profession according to his taste.

(Tugan-Baranovsky 1910a, 230)

This is the beginning of the socialist transformation of human beings, and this is
where Tugan-Baranovsky ends his investigation.

From capitalism to socialism

Tugan-Baranovsky extended his critique of the capitalist system to the formula-
tion of a new social system trying to resolve the contradictions inherent in the
former system. Capitalism is condemned to fail, not because of contradictions
related to its mode of production, but as a consequence of its immorality. The
exploitation of men by other men is not the goal ascribed to the economic system
of a human society. The economy should only be a means for humans to satisfy
their needs, at the least of their expense.

Handling the economic concepts that were disputed among economists at the
end of the nineteenth century, Tugan-Baranovsky offered an attempted synthesis
within the theory of value in full agreement with his vision of the new socialist
society. On the subjectivist side of the economy, he borrowed the notion of mar-
ginal utility, albeit on a social scale, in order to follow strictly the needs of the
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society. Production is thereby driven by no consideration other than social con-
sumption needs. On the objectivist side of the economy, he constructed a notion
of labour costs, half way between Marx’s labour value and Ricardo’s absolute
value, in order to take into consideration exclusively the expense of man, i.e.
labour (see next chapter). The difficulty of production is considered from the
point of view of human labour, and disregards all capitalist notions such as those
— wage, profit and rent — that form the costs of production. Both subjectivist and
objectivist sides — which coincide only by accident under capitalism — are to be
implemented in the new socialist society within the scheme of a conscious eco-
nomic plan. With his example, illustrated above, he paved the way for economic
planning. Yet he overlooked two important conditions required to bring his eco-
nomic plan into action.

The first condition implies the need to know the social marginal utilities for
all possible goods in the given society. These estimations would necessitate
large-scale censuses, not to mention the difficulties encountered in the expres-
sion and in the comparison (and therefore aggregation) of all individual goods
evaluations. The second condition concerns the calculation of labour costs. The
latter supposes a full knowledge of present day (and future) technology in order
to estimate the total amount of human labour embodied in a given good under
present technical conditions, again not to mention the issue of scale of produc-
tion. While these two conditions imply large censuses and the development of
statistical techniques for calculating the national balance (in labour terms), and
offered a full range of fieldwork for statisticians in the Russian empire, Tugan-
Baranovsky was certainly authorised to believe in their feasibility, given the
promising development of theoretical and empirical statistics at the beginning of
the twentieth century in Russia.

Nevertheless, statistics are not a panacea. If planning could answer the mate-
rialist needs of life, it should not hide the other objectives of socialism: freedom
and development of human personality. A centralist society alone could not
realise these objectives. In order to guarantee the utmost human freedom, federal
and anarchist ingredients should be incorporated. This wisdom, theoretical at
least, that would not be followed by the Bolsheviks, crossed Tugan-Baranovsky’s
mind while he was reading, and taking seriously into account, the utopian
authors — the stars by which the night traveller chooses his road. ..

Notes

1 For an account of his life and work, see the classical exposition of Nove (1970) or the
recent interpretations of Zweynert (2002, Ch. 5.5) and Sorvina (2005). While much
editorial work has been done in the last two decades on Tugan-Baranovsky, Amato
(1980) remains the reference for the primary and secondary literature. For a biograph-
ical account, see his grandson’s biographical essay (Tugan-Baranovsky 1997). The
recent collection of Shirokorad and Dmitriev (2008) contains the latest archival dis-
coveries concerning Tugan-Baranovsky.

2 See the case of Georgievsky (Dmitriev 2008).

3 Tugan-Baranovsky (1909, 760 pages). The Principles circulated as lecture notes ten
years before the first 1909 edition. This popular textbook had a second edition in
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10

11

12

13

1911, a third in 1915, a fourth in 1917 and a fifth in 1918. There were only two post-
humous reprints in 1924 and in 1998, and scarce translations (a Czech one in 1918, an
Ukrainian in 1919): Tugan-Baranovsky’s most popular writing still remains today
untranslated into other languages.

See Tugan-Baranovsky (1908 and 1909, chap. 1. Object of Political Economy; chap.
2. Methodology of Political Economy).

For alternative reconstructions of Tugan-Baranovsky’s methodology, see Kondratiev
[1923] 1998, 319-320), Zweynert (2002, 5.4.2-3), Barnett (2004) and Makasheva
(2008, 78-79).

Tugan-Baranovsky’s fascinating text ‘Three Great Ethical Problems: Dostoyevsky’s
Moral Point of View’, published in his book Towards A Better Future ([1912] 1996),
shows how Kant’s idea of the supreme value of human personality is illustrated in
Dostoyevsky’s novels.

Windelband introduced the distinction between nomothetic and idiographic sciences,
found for example in Russian economic literature in Yurovsky’s Essays on Price
Theory (1919). Rickert developed this distinction for separating generalising sciences
of nature and individualising sciences of culture. Tugan-Baranovsky did not strictly
follow their teachings, notably by his introduction of practical interests into theoret-
ical discussions. Neo-Kantianism inspired revisionists not only in Russia, but also in
Germany. Schumpeter devotes a long note to these two philosophers for their dam-
aging influence on German economists, such as Max Weber (Schumpeter 1954,
744-745). He ignored the point that they also had ‘such’ influence in Russia.

Here, Tugan-Baranovsky departs from Ziber’s methodological viewpoint: he distin-
guishes the individual and social levels, but places at the centre of economic science
the link between the two, and does not emphasise, as Ziber did, the social economy
only.

The English edition (Tugan-Baranovsky 1910a) and the French edition (Tugan-
Baranovsky 1913b) differ only slightly from each other, and from the original Russian
edition (Tugan-Baranovsky 1906).

Tugan-Baranovsky’s conclusions that sector I would grow and at the same time
sector Il would atrophy proved wrong. Colacchio (2005) showed that, after the third
period, sector II starts to grow again, until both sectors (I and II) reached their steady
state positive growth rate. Indeed, the size of sector II only reduces in relation to
sector I. If sector I grows enough, sector II even grows in absolute terms. But this
mistake, due to the initial conditions in the model, had not been discovered during
Tugan-Baranovsky’s time.

On the evolution of Tugan-Baranovsky’s ideas from crises towards the cycle, see
Allisson (2011).

There were three Russian editions of this book within the same year, 1905, because it
rapidly went out of print; and one in German in 1905, edited by Tugan-Baranovsky
himself.

This is a major difference since this argument invalidated, at least until the 1970s,
Marx’s approach to the subject. On this point, Dostaler recognises Tugan-
Baranovsky’s damaging influence for Marx’s ideas as follows:

Tugan thus reached the same conclusions as Bernstein or Croce, but in quite dif-
ferent ways, and by fixing once and for all the way of presenting the problem, in
which we are still locked. As the first author of ‘Marxian models’, Tugan links the
issues of reproduction and of transformation, reducing from five to three the
number of sectors in Marx’s schemes. In this manner, the transformation does not
meet the conditions of reproduction, and this is the sign of Marx’s error, not any
contradiction between value and price. This mistake is the non-transformation of
inputs (which is not in itself linked to the three sectors reproduction). Tugan then
resolves the issue in the same way as all subsequent correctors will do, without,
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however, giving a general algebraic solution. In transforming simultaneously inputs
and outputs, he notes that aggregates are not maintained from one scheme to
another. This does not seem to be in itself a serious problem. On the contrary, the
consecutive failure to retain some fundamental ratios, such as the exploitation rate
and the profits—wage ratio, leads him to question the Marxist theory of value and
profit. Indeed, the rate of profit is not given by Marx’s formula. This approach will
be taken up again. The validity of Marxist theory is linked with the preservation of
quantitative equalities. This approach is unacceptable. But this critique is, this time,
much more subtle than the marginalists’ critique, and no answer will be found.
(Dostaler 1978, 104)

In almost the same terms, Faccarello contests Tugan-Baranovsky’s approach: ‘The
reason why Tugan-Baranovsky criticizes the Marxian transformation schemes is ques-
tionable: the conditions of simple reproduction of social capital have nothing to do
with this matter’ (Faccarello 2000, 181).

See Tugan-Baranovsky’s contribution to the controversy around the translation of
Marx’s Capital into Russian. He defends the translation of Wert as Cennost’ (same
etymology as value — e-valu-ation), and not as Stoimost’ (same etymology as costs),
as it was defended by the Populists and by the future Bolsheviks (Tugan-Baranovsky
1899b).

This subjective reading of evaluation (and utility), on the opposite direction from
Ziber’s reading, comes from Tugan-Baranovsky’s psycho-physical readings (Weber
and Fechner, Wundt).

On Voroncov’s economic ideas, see Masoero (1988).

Barnett (2000) offers an analysis of Tugan-Baranovsky’s planning approach in the
context of its reception among Soviet economists and of the socialist calculation debate.
Barnett also outlines the Russian economist’s vision of an international socialist
economy, and the role played by an international paper money system. For her part,
Makasheva (2008) details the ethical foundations of Tugan-Baranovsky’s socialism.
These ideas are developed in his various writings, mostly but not exclusively the fol-
lowing books: Socialism as a Positive Doctrine ([1918] 1996), Modern Socialism in
its Historical Development (1906 in Russian, 1910a in English, 1913b in French),
Principles of Political Economy (1909) and Towards a Better Future ([1912] 1996).
Tugan-Baranovsky remarks in Modern Socialism (1910a) that authors of Utopias fre-
quently invent non-monetary forms of income to free their reader from the traditional
economical world. However, this does not change the fact that they maintain an eco-
nomic notion of income.

Tugan-Baranovsky describes all the evil of Cabet’s Icaria as the worst type of cen-
tralist communism, where members of the society have the same books on their book-
shelves, and cannot choose even the colour of their clothes (Tugan-Baranovsky
1910a, 137-145).

Tugan-Baranovsky explains that machinery will no longer be seen as an enemy to the
workers under socialism, since it will give them the opportunity to develop
themselves.

Here again, Tugan-Baranovsky moves away from Ziber’s conception: for Ziber, costs
of production do not explain social relations, while for Tugan-Baranovsky, they
explain capitalistic social relations.

This implies a real theoretical problem, since it assumes a full centralisation (vs
anarchy) on the subjective side of the economic plan. On what basis the community
chooses its social marginal utility is a subject not touched upon by Tugan-
Baranovsky.

Barone’s pioneering work in the socialist calculation debate, ‘The Ministry of Produc-
tion in the Collectivist State’, was published in Italian in 1908 (see Barone [1908]
2004).
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25 See especially chap. VIII (Practical programme of socialism) of Modern Socialism
(Tugan-Baranovsky 1910a).
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5 Tugan-Baranovsky’s synthesis

The name of Tugan-Baranovsky, when quoted by historians of the theory of
prices, is often associated with his critical contributions to Marx’s theory of
value (e.g. his revisionist use of Marx’s schemes of reproduction to invalidate
the law of the tendency of the rate of profit to fall). Indeed, his Theoretische
Grundlagen des Marxismus (Tugan-Baranovsky 1905b) appear in every survey
about the transformation problem as a forerunner — besides Dmitriev’s Economic
Essays ([1904] 1974) — to Bortkiewicz’s solutions (1906—1907; 1907). In these
matters, it clearly appears that Tugan-Baranovsky’s critical contributions put his
own positive contributions in the shade.

His attempt at a synthesis, the first in Russia, between marginal utility theory
and the labour theory of value did not initiate a school, but neither did it make
only passing waves. It paved the way for the next generation of Russian econo-
mists, who like him tried to reconcile those theories that were at least partially
conceived as contradictory. This investigation allows the identification of an
important concept in Tugan-Baranovsky’s thought: the ‘economic plan’ (hozdjst-
vennyj plan), whose meaning is examined further in this chapter, and in par-
ticular whose concept can be construed as a go-between — making sense of, and
even resolving, the contradictions between value and prices. The economic plan
also provides a key to understanding the articulation between the positive and
the normative components of Tugan-Baranovsky’s economic thought. This
articulation provides an explanation for the odd fact that, some decades after the
‘marginalist revolution’, there is still a strong persistence (in Tugan-
Baranovsky’s analysis, but not exclusively) of the notion of value, while it has
progressively been replaced elsewhere by prices.

As Tugan-Baranovsky’s writings on value and prices theory are little known,
the corpus under investigation is first presented. In these writings, several refer-
ences are made to the synthesis, which broadly fall into two types: the ‘simple
story’ that is often met in the writings (as a simple, unexplained and somewhat
lucky arithmetical example; see also the previous chapter), and a more complex
and less studied theory. The simple version is described using Tugan-
Baranovsky’s own words, before moving on to his more complex version of the
synthesis, using Tugan-Baranovsky’s own categories, as defined in the previous
chapter, and using the three notions of costs, value and prices.
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Tugan-Baranovsky welcomed the theory of marginal utility as a complete and
operational theory (see Chapter 3), while he made laborious attempts to modify
the classical theory of value, in order to rescue it from the inherent faults he
believed it contained. His articulations between ethics and theory, between Marx
and Ricardo, and between capitalism and socialism within the theory of value
and prices are dealt with. His notion of costs, together with his economic plan,
provide a way to construe the synthesis between marginal utility theory and the
labour theory of value by way of a synthesis between value and prices. Finally,
to prepare for the coming of the mathematical economists, Tugan-Baranovsky’s
own relationship to mathematics is reconstructed.

The road to the synthesis

As early as in his first paper (1890), Tugan-Baranovsky supported the idea of a
synthesis in the theory of value:'

The theory of marginal utility does not contradict the views of Ricardo or
Marx but, on the contrary, represents, if well understood, an unexpected
confirmation of their study on value. Menger and his school studied the sub-
jective causes of value, Ricardo and his followers the objective causes.
(Tugan-Baranovsky 1890, 228)

The ‘objective causes’, or the classical theory of value, were widely recognised
in Russia at that time (see Chapter 2). For his part, Tugan-Baranovsky clearly
favoured Ricardo to Smith:

In his study on value, Smith highlights the labour of man, recognising it as
the universal measure of exchange value. But, as pointed out by Ricardo,
Smith mixes two distinct conceptions here: labour expended in the produc-
tion of a good and labour acquired in exchange for this good. For this
reason, Smith’s theory of value is confused and ambiguous.
(Tugan-Baranovsky 1900a)

By 1890, as far as the classical theory of value is concerned, Tugan-Baranovsky
had in mind a labour theory of value, in the vein of Ricardo and Marx (‘a faith-
ful Ricardo follower’; at that time, he did not distinguish between them), in
which the value of a good is regulated by the labour expended in its production
(Tugan-Baranovsky 1890, 222).

At the same time, early warning signs of marginalism (‘the subjective causes’)
were also available in Russia before 1890 (see also Chapter 3 above): (i) the link
between value and utility (not marginal) was well represented in the Russian trans-
lations of the works of J.-B. Say, Garnier, Molinari and Rossi. Tugan-Baranovsky
himself mentions in this respect Say and Storch (Tugan-Baranovsky 1890,
209-210); (ii) the mathematical method, if unpopular, already had its early sup-
porters in Russia;> moreover (iii) some forerunners of marginalism, such as
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Cournot, Thiinen and Gossen, had left their mark.? Tugan-Baranovsky’s marginal-
ism is unmistakably Austrian. Generally speaking, he holds the Austrian school in
high esteem, but he is not uncritical of their writings. Menger is presented mainly
through his most distinguished disciples, Wieser and Bohm-Bawerk, whose works
form the main source of Tugan-Baranovsky’s 1890 paper. The Austrian school
was the most widespread variant of marginalism in Russia,’ and if Tugan-
Baranovsky mentions Jevons and Walras, it is through the secondary literature.’

Tugan-Baranovsky’s 1890 paper produced no direct reaction, while reactions
to his first writings on Marx were instantaneous. In 1899, he published an article
with the provocative title: ‘The Fundamental Error in Marx’s Abstract Theory of
Capitalism’. Even though recognising Marx’s sociological and economic system
as the ‘most outstanding product of human thought for the understanding of
social phenomena’ (Tugan-Baranovsky 1899a, 973), Tugan-Baranovsky felt the
need to criticise Marx’s economic theory: ‘The increase in constant capital does
not by itself lead the rate of profit to fall’ (Tugan-Baranovsky 1899a, 975).
Tugan-Baranovsky used the schemes of reproduction from the second volume of
Capital in order to obtain a constant rate of profit in the case of substitution of
workers by machines, through labour productivity. For him, Marx clearly dis-
regarded the influence of the organic composition of capital on labour productiv-
ity, which led Marx to adopt the hypothesis of a uniform rate of surplus value
(Tugan-Baranovsky 1899a, 982). For Tugan-Baranovsky, an increase in the
share of constant capital, i.e. in the organic composition of capital, increases the
surplus rate by increasing the productivity of variable capital, i.e. constant capital
does more than just transmit its value to the product, it boosts variable capital.

The tendency for the rate of profit to fall is consequently a fallacy, which
requires the very notion of surplus value to be re-thought. Here, Tugan-
Baranovsky fully enters into Revisionism.® When criticisms came from all sides,
Tugan-Baranovsky replied (in ‘Labour Value and Profit’; Tugan-Baranovsky
1900b) with some arguments from his 1890 paper on the necessity of an
objective and a subjective element in the theory of value, and by relegating
profits outside the sphere of value. All these reflections were developed in a
more mature form in Tugan-Baranovsky’s book, Theoretical Foundations of
Marxism, published in 1905 in both Russian and German (1905a; 1905b).
Tugan-Baranovsky strengthens his criticism of Marx’s notions of surplus value
and absolute labour theory of value, while he develops his own theory: the dis-
tinction between costs and value, the content of the notion of value, and the
divergence between absolute and relative costs (see below). At the same time, he
shows an awareness of such authors as Jevons and Marshall (Tugan-Baranovsky
1905a, 143—144 and 147) and widens his interest in Rodbertus and Proudhon.
His own theory takes shape, albeit still in relation to Marx.

In addition, Tugan-Baranovsky published several essays on major economists
and schools (Smith, Malthus, Ricardo, Sismondi, Owen, Saint-Simon, Fourier,
Proudhon, Rodbertus, Marx; the Historical school, Kathedersozialisten, and the
Austrian school), eventually reissued as a book entitled Essays on the Newest
History of Political Economy (1903). Each essay highlights only some aspects of
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their work (sometimes their theory of value), according to the following rule: ‘I
have not striven to be a systematic historian of the past: history interests me only
insofar as it creates the present and prepares the future’ (Tugan-Baranovsky 1903,
iv). All in all, this book contains an interesting methodological introduction and
many reflections on the theory of value. Besides this, his popular textbook (Prin-
ciples of Political Economy, 1909), intended for both pedagogical and scientific
purposes, constitutes the best place to find gathered together many areas of Tugan-
Baranovsky’s research that are otherwise only found in separate books and articles.
From Principles of Political Economy (1909), the following materials are particu-
larly relevant to the theory of value and prices: Section I, Chapter III on the logical
categories of the economy (value and costs); Section I, Chapter IV on the histor-
ical categories of the simple exchange economy (exchange value) and of the capi-
talist economy (surplus value); and Section III, Chapter I on prices.

Therefore, as far as value and prices are concerned, the principal sources for
this investigation are: the first paper on marginal utility (1890, Study on Mar-
ginal Utility), some essays (on Ricardo, the Austrians, Proudhon, Rodbertus and
Marx) on the Newest History of Political Economy (1903, Essays), the critical
book on Marx (1905a/b, Theoretical Foundations of Marxism) and the Prin-
ciples of Political Economy (1909, Principles).” Some passages of his two books
on socialism are also used: Modern Socialism in its Historical Development
(1906a) and Socialism as a Positive Doctrine ([1918] 1996, chap. 9: Value,
Costs, Prices and Money under Socialism).

The simple synthesis

Tugan-Baranovsky’s attempt at a synthesis between marginal utility and the
labour theory of value took various forms, which are here gathered together in
two versions: the ‘simple’ and the ‘complex’ synthesis. The simple synthesis
was already described in the previous chapter, as an example that resolves all
contradictions in the theory of value by reconciling social marginal utilities with
social labour costs.

According to Tugan-Baranovsky, contradictions in the theory of value are the
result of a great confusion. For some economists, notably Wieser, labour
explained value in primitive societies, in a way which is no longer true in
modern societies. This historical interpretation of the transition from labour the-
ories towards marginal utility is wrong, according to Tugan-Baranovsky. Labour
was important in primitive and still is in modern societies; the process of evalu-
ation played a role for the primitive and the civilised man:

The divergence between Wieser and Ricardo is easily interpretable: Ricardo
had in mind the objective causes of value, and in this sense claims that in
today’s society the value of economic goods is regulated by the labour
expended in their production. On the other hand, Wieser understood as
value the state of mind experienced during our evaluation of goods.
(Tugan-Baranovsky 1890, 222)
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Objective and subjective elements are reconcilable, and both are necessary: they
show the interdependency between the economic subject (man) and the eco-
nomic object (nature). Thus, Tugan-Baranovsky followed an objective and a
subjective element in his attempt at synthesis. The feasibility of the synthesis
was self-evident to him. He was even confident that this synthesis would show
no calculation difficulties. On the one hand, marginal utilities could be more
closely known through experiments in psychology (a la Weber—Fechner). On the
other hand, the cost of labour can be accounted for as the direct labour expended
in the production of the final good, together with the labour expended in the fac-
tories producing the means of production of this good, with the labour expended
in the industries that produced these means of production, etc., until the indus-
tries that produce their own means of production. Therefore, it is possible to
count ‘the exact sum of labour necessary for the production of a good, under
given technical conditions’ (Tugan-Baranovsky 1890, 223-224).

After John Stuart Mill’s unfortunate prophecy, Tugan-Baranovsky reaffirms,
with his ‘organic synthesis’, the end of controversies in the theory of value
(Tugan-Baranovsky 1909, 81).

The complex synthesis

A proper and comprehensive theory of value must, as I said, be as subjective
as it is objective. The starting point can be nothing less than the existence of
human motivation: the psychical processes that determine our actions. There
follows another step in the theory: the analysis of the objective side of the
process, the influence of objective conditions of production on economic
activity. And only after both sides of the process — subjective and objective
— are considered and analysed as an indivisible whole, is the question of the
economic theory of value solved.

(Tugan-Baranovsky 1906b, 564)

The interpretation of Tugan-Baranovsky’s value and prices theory supported in
this book is summarised, using Ais terminology and categories (the ‘complex
synthesis’), in Table 5.1.> The two horizontal lines correspond to ‘the two
opposite sectors of the economy, between which economic activity takes place’
(Tugan-Baranovsky 1909, 61). The first line accounts for the exchange sector of
economic activities, i.e. the accommodation of nature to human needs (subjective
and objective value). The second line corresponds to the production sector, i.e.

Table 5.1 The complex synthesis

categories logical historical

exchange subjective value objective value
subjective cause marginal utility exchange value (prices)
production absolute costs relative costs

objective cause labour costs expenses of production
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the human expense of labour with the view to achieving these ends (absolute
and relative costs). The two columns differentiate logical categories, valid in any
economic regime, with historical categories, valid only in the exchange capital-
istic economy in which Tugan-Baranovsky lived.’

Subjective and objective value

For Tugan-Baranovsky, value is a fundamental notion, not only in political
economy, but also in philosophy, psychology, etc. Political economy deals only
with derived values, which are just means to reach more fundamental values,
such as happiness, beauty, fame, virtue. ... Value (cennost’) is the result of the
process of evaluation (ocenka), which is itself the outcome of human will. Value
is therefore only a form of human will.

Subjective value is determined by human will and is a logical category of the
economy, since the evaluation of the ability of goods to satisfy needs exists for
each human being in every society, independently of its regime. Needs can be
satisfied to different degrees, with different scales, as is perfectly represented in
Menger’s schemes. Decreasing marginal utility is the representation of the
general process of evaluation of which the psycho-physical law of Weber—Fechner
is only one application (Tugan-Baranovsky 1909, 60—68). The theory of marginal
utility explains, once and for all, the problem of subjective value:

Only the theory of marginal utility explains the dependence between the
value of goods and their ability to satisfy our needs to different degrees, in a
way that is in full agreement with facts.

(Tugan-Baranovsky 1890, 221)

It is also possible to explain the value of intermediate goods by the value of the
final goods they produce (clearly, Tugan-Baranovsky refers here to the Austrian
theory of imputation). But, according to this theory, the value of a good is a
function of needs and of the quantity of goods available, which is problemati-
cally postulated as given. For Tugan-Baranovsky, marginalist authors did not
resolve this question (or resolved it wrongly), and there is an obvious explana-
tion for this fact: marginal utility restricts itself to the subjective causes of value,
and therefore cannot claim to be a complete and final theory (Tugan-Baranovsky
1890, 200 and 208). It is characteristic of Russian economists of that time to fail
to recognise a theory of production in the marginalists’ works. (On the example
of Walras’s theory of production, neglected by Dmitriev, Shaposhnikov,
Bukharin and Yurovsky, see Chapter 3.)

Objective value, or exchange value in the exchange economy, is the purchas-
ing power of a good — in other words, its price (1890, 195). Objective value is a
historical category of the economy, since it takes place in the exchange economy.
It emerges from subjective value, since: ‘the human being is the only personality
of the economy and it is from the interaction of the different individuals that all
phenomena of the national economy emerge’. (Tugan-Baranovsky 1909, 63).
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Buyers and sellers, with their unequal subjective evaluation and their desire to
earn the greatest advantage through exchange, form the market. The appearance
of a unique price as the result of their subjective evaluations is illustrated by
Tugan-Baranovsky using Menger’s schemes (Tugan-Baranovsky 1909,
248-249), and Bohm-Bawerk’s famous marginal pair in the horse market
example (Tugan-Baranovsky 1890, 204-209). It seems to Tugan-Baranovsky
that there is no complication in the transition from the individual to the national
economy.'® Once again, prices'' depend on both subjective factors (individual
evaluations), and objective factors (goods supply) (Tugan-Baranovsky 1909,
250), which belong to the other sector of the economy. The relation between the
two sectors of the economy is bi-directional:

From the subjective point of view, the product’s value is the cause, and the
value of its means of production is the consequence. [...] From the objective
point of view, the expenses of production are the cause, the value of the
product is the consequence.

(Tugan-Baranovsky 1890, 218)

First, marginal utility determines the value of economic goods. Second, the dis-
tribution of labour in the different spheres of production (costs) determines the
level of production and subsequently the level of marginal utility. Marginal
utility is the first cause of value, whereas costs of production are an indirect, sec-
ondary cause of value. But before digging further into this synthesis, it is neces-
sary to dwell upon Tugan-Baranovsky’s notions of costs.

Absolute and relative costs

The category of costs, as an independent category from the category of value,
represents the objective causes of economic activities, on which ‘man has no influ-
ence’ (Tugan-Baranovsky 1890, 224). In 1905, Tugan-Baranovsky recognised
three types of labour theories, or labour costs: absolute, relative and idealistic (in
the vein of Proudhon and Rodbertus) (Tugan-Baranovsky 1905a, 121-123). In
1909, only two types remain: absolute and relative costs. But it will soon be clear
that the idealistic theory has not disappeared from Tugan-Baranovsky’s sight.

Absolute costs are the labour costs expended in the production of an eco-
nomic good, under given technical conditions. This logical category is
necessary:

[T]he economic process is a human activity, directed towards obtaining the
material means to meet our needs. The economic category of value relates
to it, but the economic activity of man itself is not included in the category
of value. This is why the scientific understanding of the economic process
involves, another independent category, next to the category of value, repre-
senting the labour costs, or absolute costs.

(Tugan-Baranovsky 1909, 76)
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In agriculture, man, field, horse, seed and sun are mechanical and biological
forces contributing to the production of corn. But since in the human economy
the point of view is that of the man, ‘human labour is the only substance of abso-
lute costs’ (Tugan-Baranovsky 1909, 78). This is why ‘the category of labour
costs is an archetypal social category: it is even a bridge between political
economy and general social science, because social progress is based on the
growth in the productivity of social labour’ (Tugan-Baranovsky 1909, 80). The
productivity of human labour naturally depends on the technical conditions of
production, the progress of sciences, etc., ‘in short, to the degree of power of
man on nature’ (Tugan-Baranovsky 1890, 220). Therefore,

[T]he whole of economic life, despite its extraordinary complexity, fits into
these two main categories of the economy [value and costs], in the same
way that the operations of a company, whatever they are, are entered in its
accounts in two categories — assets and liabilities.

(Tugan-Baranovsky 1909, 61)

Absolute costs have nothing to do with the absolute labour value: Marx gave an
absolute labour theory of value; however, ‘labour is not the absolute substance
of value, but it can practically be counted as the absolute substance of costs’
(Tugan-Baranovsky 1906a, 57). Labour is just one of the many determining
factors of value (as a component of the value of the product, as Ricardo holds),
and therefore cannot be the substance of value itself (Tugan-Baranovsky 1906a,
53). The categories of value and of costs should not be confused, as Marx
erroneously did."

There was much confusion between value and costs at that time. Russian
economists, and especially Marxists, used the words value (cennost’) and costs
(stoimost’) as synonyms. The first translation of the first volume of Marx’s
Capital translated the German Wert by the Russian stoimost’. In 1899, three dif-
ferent translations of the same book were printed. Their main differences consist
in the translation of Wert: sometimes cennost’, sometimes stoimost’. Tugan-
Baranovsky, who devotes a whole article to these three translations (Tugan-
Baranovsky 1899b), definitely favours cennost’ for value. Cennost’, in Russian,
has the same etymology as ocenka, rascenka (evaluation), and even cena
(price).” Unfortunately, according to Tugan-Baranovsky, costs as an inde-
pendent category was not well recognised in the literature, the rare exceptions to
this rule being Wagner, Lexis and Dietzel.

Relative costs, in contrast, are the historical manifestation of costs. In a capi-
talist society, costs are represented by the expenses of production. These
expenses of production are value, not seen as an end, but as the means to obtain
another value. From the point of view of the whole society, the only costs are
labour costs. All other goods — forest, land, minerals, etc. — are gifts from nature.
From a historical point of view, which is that of the individual capitalist firm,
every input implies an expense, and is therefore a cost: labour is seen as one
means of production among others (Tugan-Baranovsky 1909, 78-79).'
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The relation between absolute and relative costs is trivial according to Tugan-
Baranovsky. Absolute costs, as a logical category encompassing only human
labour, are not value (Marx’s error). Relative costs, as a historical category
encompassing the remuneration of all means of production, are value, in the
capitalist economy:

Expenses [izderzki] of production are inherently the capitalistic conscious
form for the costs [stoimosti] of production. It is precisely for this reason
that contemporary economic thought turns away from the idea that only
labour represents costs in its absolute form. But labour keeps the only abso-
lute costs even in the capitalist economy, as in every other economy,
because the capitalist economy is still a human economy.

Let’s stand aside for a moment from the private owner-capitalist and look
at the case from the point of view of the whole society. What are the social
expenses in the process of social production? Obviously, they are not com-
posed of the ‘expenses of production’ — the sums paid by members of the
society to other members of this same society for this or that commodity.
With regard to the material goods expended in the process of production,
they enter into the composition of the costs of production only to the extent
that these means of production have themselves costs of labour, i.e. that they
are the product of past labour. Spending them, we are spending crystallised
social labour, according to Marx’s figurative expression. But gifts of nature
are not an element of absolute costs.[...] It is true that land has value, for
the whole society, as well as for the individual. However, value is not costs.

(Tugan-Baranovsky 1909, 254)

It is in this very distinction, between value and costs, that Tugan-Baranovsky
believed he had rescued Marx from his mistakes. Here, the parallel with Ziber,
who Tugan-Baranovsky regularly quotes, is striking, as illustrated in Table 5.2.
In Tugan-Baranovsky’s system, the notions of relative and absolute costs coexist
(see next section to figure out how), in the same way that, in Ziber’s system,
labour value and costs of production coexist. This coexistence in Tugan-
Baranovsky’s system is no surprise, given the hegemonic theoretical understand-
ing of the classical theory of value provided by Ziber (see Chapter 2). But there
is a notable difference, and it is in this difference that Tugan-Baranovsky feels
confident in his proximity with Marxism. While Ziber considers labour value as

Table 5.2 Comparison between Ziber’s and Tugan-Baranovsky’s categories

Labour time embodied Wages + profits + rent
Ziber labour value costs of production

(social economy) (individual economy)
Tugan-Baranovsky absolute costs relative costs

(logical economy) (historical economy)




118  The Russian synthesis

the only pertinent point of view and rejects the usefulness, from a social point of
view, of even considering costs of production, Tugan-Baranovsky considers both
notions from the same social point of view.

Indeed, in agreement with Ziber, Tugan-Baranovsky considers absolute costs
(i.e. Marx’s labour value) as the only pertinent costs, but from an ethical social
point of view.

And in contradiction with Ziber, Tugan-Baranovsky considers that relative
costs (i.e. Ricardo’s costs of production or Marx’ prices of production), are per-
tinent to explain costs from an actual social point of view in a capitalist
economy, where the capitalist point of view, albeit individual (vs social), over-
whelms the other points of view.

It is on this basis, Tugan-Baranovsky writes in his Principles (1909) four years
after he published his Critical Foundations of Marxism, that one cannot criticise
Marx for an internal contradiction in his system. Marx’s error, of course, is that he
wanted to express two ideas in one: costs and exchange value by value alone. And
value in Marx’s work is nothing other than absolute costs in Tugan-Baranovsky’s
terminology. Marx’s error was not terminological, but that he did not separate the
sphere of exchange (which objectifies all relations of power and dependencies
related to exchange, and not only labour) from the sphere of production (which
objectifies labour relations). In the exchange sphere, exchange value is an abstract
foundation for prices. And in the production sphere, labour costs are the founda-
tions for studying the struggle between man and nature, the social relations
between workers and owners of the means of production, in short, for studying the
production world. Marx was interested in finding the hidden social relations in
capitalist society, and it is normal that he chose to begin his investigation in the
sphere of production, but he thought that this sphere was sufficient to explain
prices, and this explains, in fine, that what he called value was in fact costs (Tugan-
Baranovsky 1909, 81-83). In short, and in Tugan-Baranovsky’s own words:

My theory of value and costs as two separate categories provides the chance
to save the social content of Marx’s theory of value, eliminating the errone-
ous economic conclusions to which Marx came due to his misidentification
of the categories of value and costs.

(Tugan-Baranovsky 1909, 82-83)

From this viewpoint, the transformation problem is no longer a problem: there is
no need to and no possibility of transforming absolute costs into relative costs.
However, once the distinction is acknowledged, a dialogue seems possible.

Value and prices

Four categories have been reviewed in the previous section (see Table 5.1): two
correspond to the production/objective side of the economy (a logical category —
absolute costs, and a historical category — relative costs) and two correspond to
the exchange/subjective side of the economy (a logical category — marginal
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utility, and a historical category — exchange value). Tugan-Baranovsky’s Zistor-
ical categories are concepts that are closest to the prices actually observed in a
historically and spatially located market. They are prices. His logical categories
represent more abstract and remote constructions of the mind. They are value.
With these newly defined categories of value and prices, and keeping Tugan-
Baranovsky’s historical and logical categories in mind, there is no need for a
transformation of value into prices: prices are the historical manifestation of the
logical category of value. Table 5.3 sums up these categories so far.

The category of prices is the result of the synthesis between exchange value
(II) and expenses of production (IV). Exchange value (II) is derived from the
marginal utility of individuals (I) and the expenses of production (IV) from the
capitalists’ understanding of costs. Both categories are observable in the market,
and represent together the subjective (exchange) and objective (production) ele-
ments of the synthetic notion of prices. This synthesis is similar to the neoclassi-
cal synthesis a la Marshall, where marginal utility together with Ricardo’s
relative theory complement each other.

The category of value is the result of the synthesis between marginal utility
(I) and labour costs (III). Marginal utility (I) is the subjective notion of the indi-
vidual that represents his needs in the sphere of exchange. Labour costs (III)
represent the objective conditions necessary in the national economy to meet
these needs. In order to achieve this synthesis, labour costs should be propor-
tional to marginal utilities (remember the ‘simple synthesis’).

In the simple version of the synthesis, however, marginal utility was that of a
society, and not of individuals, and the distribution of labour was done as if there
were no other means of production. In contrast, in the capitalist economy, prices
(and therefore expenses of production) are the regulator of the whole exchange
economy, according to which the distribution of labour between the alternative
sectors is carried out. In a capitalist economy, nothing guarantees that the distri-
bution of labour costs (III) is done proportionally to the marginal utility of goods
(D), according to the economic principle. Indeed, nothing guarantees that the
synthesis in value is possible under capitalism.

In Smithian terms, this last sentence would become: ‘Only in the early and
rude state of society which precedes both the accumulation of stock and the
appropriation of land would the proportion between the quantities of labour
necessary for acquiring different objects be the only circumstance which can
afford any rule for exchanging them for one another’. In Marxian terms: ‘Com-
modities are usually not sold at their labour value.” In neoclassical terms: ‘If the
production function has one single input, labour, then the marginal productivity

Table 5.3 Value and prices according to Tugan-Baranovsky

Value Prices

I. marginal utility II. exchange value
II1. labour costs IV. expenses of production
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of labour accounts for the whole production, and therefore prices resolve entirely
into wages’.

The existence of a category of value next to a category of prices is a necessity
for Tugan-Baranovsky. It places the man at the centre of the economy: as a
consumer (striving for the greatest happiness...) and as a producer (... with the least
expense to himself). The synthesis in the category of value, i.e. between marginal
utility and labour costs, is the only way to follow the economic principle, under the
assumption that man in the economy is always an end, and never a means, follow-
ing his interpretation of Kant’s ethics. His synthesis, in the logical sphere of the
economy, is not an attempt at understanding reality; it is an idealised reality.

In this sense, and taking for granted that Tugan-Baranovsky is in fact only
interpreting Marx, his approach bears some similarity to Croce’s, as defined by
Dostaler:

Value, in Marx, serves as a term of comparison between today’s society and
the ‘ideal” or ‘typical’ society in which there is neither private ownership of
capital nor of labour power. Therefore, for Croce, there is no transformation
problem — be it historical or logical — of value into prices, but a logical com-
parison between value and prices

(Dostaler 1978, 93)

and by Potier (quoting Croce’s terminology):

The law of value would then be specific to the ‘working society’ [societa
lavoratrice] and would realise only in a fragmentary manner in ‘economical
societies’ historically located. Marx, in establishing the principle of labour
value as a ‘type’, is only proceeding to an ‘implicit’ or ‘elliptical’ compari-
son, between the capitalist (economical) society and a part of it considered
independently, the ‘working society’.

(Potier 1986, 167)

Tugan-Baranovsky’s synthetic theory of value takes a normative status, wherein
the ethical principle of the supreme value of human personality prevails as the
reference to follow. The notion of value as distinct from prices is required by its
idealistic character. And Tugan-Baranovsky is not alone in Russia to call for the
necessity of a notion of value. While Struve as an exception rejects the necessity
of a notion (value) that nothing distinguishes from that of prices, the necessity of
a notion of value is generally acknowledged in Russia: ‘The anthropocentric tra-
dition in Russian spiritual history inclined the majority of Russian economists to
support the labour theory of value’ (Zweynert 2002, 336).

The economic plan

The nature of this idealistic reality, or logical economy, is that production in an
ideal society strictly follows the economic principle:" ‘under a rational distribution
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of production, the marginal utility of goods must be proportional to their labour
costs’ (Tugan-Baranovsky 1909, 74). This rational distribution of labour in the
economy is what Tugan-Baranovsky calls the economic plan. This notion, of
which he already had a hint in 1890, originates from his theory of crises. It takes
here a dual nature: it describes the distribution of labour in an ideal world, but it
also allows the description and understanding of the real-world distribution of
labour and the measurement of the distance between the ideal and the actual eco-
nomic plan. The ideal economic plan: ‘is at best an economic ideal, towards which
it [the distribution of production] tends but never reaches. A perfect coincidence of
the labour evaluation and the marginal utility evaluation is possible only at the
ideal’ (Tugan-Baranovsky 1909, 74). At the same time, there exists an economic
plan in the actual — capitalist — economy: ‘The economy requires a defined plan, a
determinate distribution of labour between the alternative sectors of the economy’
(Tugan-Baranovsky 1909, 30), and although ‘the national economy does not
follow any conscious plan ... it yet behaves as if such a plan existed’ (Tugan-
Baranovsky 1909, 32). The capitalist economy, in which nobody dictates how
many potatoes to plant or how many trousers to sew, does not lead to chaos, but
naturally finds a kind of proportionality (through prices, the visible barometer).
The mechanism works, even with tremors (crises), but it works as if there was a
plan (Tugan-Baranovsky 1903, 4).'° The absence of a real plan, however, is visible
in the capitalist economy: it is here that Marx’s critique of capitalism preserves its
scientific meaning: as long as the ideal economic plan is not implemented, the
economy is not ruled by humans for humans, but for other purposes, whose con-
sequences include the exploitation of man by man, and not, as they ought to the
exploitation of nature by man for man.

Tugan-Baranovsky saw in socialism the /Aistorical manifestation of this ideal
society. In one of his last books, Socialism as a Positive Doctrine ([1918] 1996),
he complains that socialists, though they did much to criticise capitalism, did
very little to find the basis of the new socialist society. By 1918, this was cer-
tainly a crucial necessity. It is precisely in a socialist society that marginal utility
will coincide with labour costs of goods, since the economic plan will be con-
sciously established:

For the establishment of this [economic] plan, the socialist society will have
two considerations in mind: on the one hand, it must take into account the
marginal utility of each good, on the other hand, their labour costs. These
are the two fundamental elements for the construction of the socialist eco-
nomic plan.

(Tugan-Baranovsky [1918] 1996, 390)

The example given in the simple version of the synthesis takes on a new signifi-
cance here: the organic synthesis of marginal utility and labour costs is possible
only in the socialist economy, because only in this case are the two fundamental
logical categories of the economy (value and absolute costs, in Tugan-
Baranovsky’s terminology) fully apparent. Under capitalism, costs are visible in
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their relative version only: the expenses of production. This explains the impos-
sibility of transforming value into prices under capitalism: there is no direct rela-
tion between labour costs and capitalist prices: labour cannot be the substance of
value in capitalism. The direct relation between labour costs and value is appar-
ent only in socialism.'’

To sum up, the economic plan, defined as the distribution of labour among
the different productive sectors, contains two main significations. For capitalism,
it constitutes an ideal reference from which the antinomy between expenses of
production and labour costs is understandable. It shows the misappropriation of
economic activity, not as an end for human needs, but as an unethical activity,
which confuses the means with the end, and alters the true aim of human labour.
For socialism, the economic plan provides the basic principle according to which
planning should be done. The ideal reference it constitutes in capitalism becomes
reality in socialism.

In the theory of value, the economic plan is the medium of reconciliation of
the two sectors of the economy: exchange (marginal utility) and production
(labour costs). An organic synthesis emerges only when the two categories are in
full agreement, when ‘the leading ethical idea of political economy’, Kant’s
‘supreme and therefore equivalent value of human personality’, is not only
recognized in theory, but in practice. Nevertheless, it should be remembered that
for Tugan-Baranovsky, ‘the ethical foundation of labour costs does not under-
mine the scientific significance of this notion, but proves how intimately related
are, in political economy, the categories of what is [susij] and what ought to be
[dolznij]’ (Tugan-Baranovsky 1909, 81). Therefore, Tugan-Baranovsky had in
mind a scientific synthesis within the theory of value, in which an important role
is attributed to ethics.'®

The economic plan connects the two spheres of the economy, relates the sub-
jective evaluation to the objective process of production, allows for the distinc-
tion between socialism and capitalism, defines socialism as a practical science
through planning, and is precisely the notion connecting the positive and the
normative in Tugan-Baranovsky’s economic theory. The economic plan, with its
idealistic and realistic parts, is both a positive and a normative notion, acting as
a platform for the reconciliation of labour costs and marginal utility (a synthesis
in value) and of exchange value and expenses of production (a synthesis in
prices). The transformation of value to prices is not possible in capitalism, where
the actual economic plan does not match the ideal economic plan, while it
becomes unnecessary in socialism, where the actual and the ideal economic
plans coincide and value and prices become one.

Tugan-Baranovsky divides his analysis twice: once by the logical/historical
dichotomy; once by the exchange/production dichotomy. The first division
(logical/historical) is necessary for him to distinguish the economic mechanisms
dependent on the economic order (capitalism) from those independent of any eco-
nomic order (to discover those at work even under socialism). The second division
(subjective evaluation or exchange and objective conditions of production) is
necessary to separate what is from what ought to be so that their reunification,
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through the economic plan, preserves its scientific prominence, but at the same
time contains an idealistic element. Herein precisely lies Tugan-Baranovsky’s
originality: not in new elements concerning the understanding of value or prices,
but in the ethical status of his economic plan, which was intended to help building
the road towards a better future.

In this particular sense, one can see in Tugan-Baranovsky’s synthesis a resur-
gence of Engels’s historical interpretation of the transformation debate, but (once
again) in the reverse order: in future utopian socialist societies, commodities wi//
be exchanged at their value.

Throughout his career, from his very first article in 1890 introducing margin-
alism in Russia up to his last socialist thoughts in 1918, Tugan-Baranovsky had
always been interested in developing a synthetic theory of value and prices.
Unlike Marx, he called costs the amount of labour embodied in a commodity.
Unlike Marx, he considered that value, as the foundation of prices, is the result
of the synthesis between marginal utility and of supply (under capitalism as
under socialism). Supply corresponds to the economic plan, i.e. the distribution
of labour among the various branches in the economy.

In a capitalist economy, the economic plan is chaotic because it does not
follow the economic principle of maximising social output under the constraint
of the least human labour costs. On the contrary, it follows the interests of the
capitalists, who make individual economic plans according to their expenses of
production (wages, profits and rent). Prices are in this system the result of the
synthesis between costs of production (or relative costs, i.c. the materialist side)
and marginal utility (the psychological side).

Tugan-Baranovsky’s terminology was considered by most of his contempo-
raries either as unhelpful or harmful in that it deviated from Marx. But this is
precisely what allowed him to introduce within the theory his ethical concept of
the supreme value of human personality, borrowed from his reading of Kant.
Indeed, Tugan-Baranovsky sees the advent of socialism as coinciding with the
end of capitalist exploitation; by setting human beings at the centre of the
economy, choosing their needs and efforts, the economy should be at the service
of humankind, and not the other way round. Tugan-Baranovsky’s contribution to
the building of the new society consists in his idea of planning: labour, for
ethical reasons, should be distributed among the economic sectors according to
the needs of society, taking into account only the expenses of human labour
itself, or absolute labour costs, which results in a synthesis between absolute
labour costs and marginal utility. Beyond the terms employed, it is a synthesis
between marginal utility and labour value in the Marxian sense that Tugan-
Baranovsky accomplished. And it is at the basis of his socialist economic plan.

In the end, Tugan-Baranovsky observed an insurmountable gap between
value and prices in the capitalist economy. He tried to fill this gap. He eventually
reached a synthesis between value and prices under the condition that a socialist
economic plan is consciously applied.

Fascinated by the blind economic forces at work in the modern industrialised
economies, Tugan-Baranovsky first studied the English economic crises and then
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Russian industrial history to figure out the workings of a capitalist economy. He
reached conclusions that did not fit with his Marxist convictions, and he progres-
sively moved away from Marxism. This distance from Marx took two forms.
First, he rethought the theory of socialism without Marx and started the journey
from scratch with Utopian socialists. Second, he reworked Marx’s labour theory
of value, in order to integrate his ethical component.

On this latter point, he started with a criticism of Marx’s way of transforming
labour values into prices of production. However, his theory of socialism, based
on the economic plan, eventually reaches a synthesis between value and prices.
In the end, and half-way between Croce and Engels, value regulates exchange
relations in his ideal society (reminiscent of Croce’s societa lavoratrice —
working society) and prices transform into value within the socialist economic
plan (this reverses the direction of history in Engels’s Zistorical transformation).
But Marx’s own transformation problem ends, in Tugan-Baranovsky’s terminol-
ogy, in an incompatibility between absolute and relative costs.

In his highly analytic synthesis between marginal utility and labour value,
Tugan-Baranovsky was followed by some of his students. They were, however,
not interested in his inclination for ethics. Like Tugan-Baranovsky, they pro-
duced attempts at synthesis between marginal utility and labour value. Like
Tugan-Baranovsky, they tackled the Marxian transformation problem. But unlike
Tugan-Baranovsky, they were mathematicians. Will the language of mathemat-
ics simplify Tugan-Baranovsky’s terminological issues, or will it lower the level
of the debate? Retrospectively, textbooks on the history of economic thought
remember Dmitriev’s equations, but forget Tugan-Baranovsky’s synthesis. The
last chapter of this book takes an interest in these issues.

Ethics without mathematics?

But before starting the analysis of the transformation of the Russian synthesis by
so-called Russian mathematical economists, and in order to facilitate the trans-
ition to the next chapter, it is important to briefly clarify Tugan-Baranovsky’s
views on mathematics.

In Tugan-Baranovsky’s synthesis, the relation to ethics is explicit. In his
system of thought, ethics enters into consideration not only in economic policy
(applied science) but also in the theory of political economy (abstract science),
through the point of view of observation of economic life, so that normative
and positive parts of his system interact. In his synthesis, the choice of abso-
lute costs, or human labour costs as the only pertinent social costs (or value) is
motivated by ethics. In other words, in the theory, value as the synthesis
between social labour costs and social marginal utility represents the norm-
ative component of his analysis, while prices as the synthesis between mar-
ginal utility and the capitalists’ costs of production represent its positive
counterpart. On the practical side, the objective of economic policy is to move
prices towards value in order to follow the ethical ideal, which is what social-
ism is designed for.
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In his system, the key notion articulating the objective and subjective ele-
ments is the ‘plan’, either capitalist or socialist, and the tendency towards an
‘ideal” proportionality. An adequate proportionality happens when the produc-
tive forces are distributed within the different productive sectors according to the
needs of the society. This idea of proportionality is expressed mathematically in
Tugan-Baranovsky’s writings in his ‘simple synthesis’ example, where the mar-
ginal utilities of each good are proportional to their labour costs. His reproduc-
tion schemes and Menger’s schemes represent most of the mathematics in
Tugan-Baranovsky’s work. In addition, he makes considerable use of statistical
tables for a descriptive work. And, sometimes, reasoning is expressed with a
ratio a/b. While he was reluctant to use mathematics in his work, his prose is
impregnated with mathematics. He wrote:

If in this numerical example we had chosen other numbers, then we could
not obtain a strict proportionality. This is explained by the fact that a strict
proportionality can be reached only at the margin [predel’] — under the
hypothesis of a possible infinitely small increase of the production of each
good — but in concrete cases, it reaches only an approximation of this pro-
portionality. It is also explained by the fact that, in real life, the last unit of
time is used in the production of goods with various, i.e. not equal, mar-
ginal utility. In the above example of the [self-]production of stoves, the
production stops with the first stove, with maximal marginal utility; the
second will not be produced, since it is not needed. Because of this, the
production ends in the last unit of time in different activities of labour
with unequal levels of utility, although this contradicts the principle of
seeking the greatest utility. All this must be borne in mind, to understand
the conditional and purely abstract meaning of the principle of the gravita-
tion [tdgotenie], established in the text, of marginal utilities towards pro-
portional labour costs.

(Tugan-Baranovsky [1909], third edition 1915, 56)

It appears from the above passage that Tugan-Baranovsky was not only aware
that his numerical example was well chosen but also that proportionality only
holds at the margin. He clearly understood the difference between continuous
and discontinuous utility curves, and between discrete and continuous goods.
Moreover, he not only had an intuition about derivatives, but also the knowledge
of them. In fact, on 11 February 1902, the Kiev mathematician Stoliarov gave a
conference at the Kiev Physico-Mathematical Society, entitled ‘Analytical Proof
of the Politico-Economic Formulae Proposed by M. Tugan-Baranovsky: Mar-
ginal Utility of Freely Produced Goods Proportional to their Labour Costs’, in
which he showed that Tugan-Baranovsky’s proposition can be deduced with the
use of differential calculus. Similarly, one of Tugan-Baranovsky’s students, Gir-
shfeld, offered in 1910 another — algebraic — expression for Tugan-Baranovsky’s
synthesis, entitled ‘Theorem of the Proportionality of the Marginal Utility of
Goods with their Labour Costs’."
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Tugan-Baranovsky had been trained in mathematics during his studies in
natural sciences at Kharkov University, and he was not opposed to the use of
mathematics in political economy, especially in pure economics. Two reasons
may account for his parsimonious use of mathematics.

First, Tugan-Baranovsky wanted to convince his audiences. In order to do so,
he took seriously into account the pedagogical part of his activity, and he antici-
pated the negative reactions of his colleagues. His lectures were popular, and his
textbook was a best seller. He was not prepared to wait for years to find a pub-
lisher ready to print a mathematical political economy book, like Dmitriev did.
In 1913, his textbook Principles of Political Economy was submitted for the
Greig Prize. This prize was an exceptional award of 1,000 roubles left by the late
Greig, former Minister of Finance, and granted every five years to the best book
on political economy and public finance written in Russian (Shirokorad and
Dmitriev 2008, 118-123).

An influential member of the selection committee, Yanzhul, wrote to Tugan-
Baranovsky that he was very happy with his book, his only complaint being
Tugan-Baranovsky’s ‘abuse of the mathematical method’. In an attempt to
justify himself, Tugan-Baranovsky wrote to him:

One of the objections formulated in your letter is the ‘misuse of the math-
ematical method’. Evidently, you have in mind my schemes in the chapter
devoted to the theory of market. I am well aware of the awkward and heavy
apparatus of my schemes, and would prefer to do without them, in particular
in a work of such general character as my textbook. Unfortunately, I did not
see another way to give sufficient accuracy to my presentation. [...] Math-
ematical formulations have a more precise nature. | have recourse to them,
well aware of all the inconvenience of their exposition.

[...] I mean that mathematical constructions cannot help to establish new
propositions, but can merely help to prove these propositions, once they are
derived through inductive generalisation and logical deduction. My theory
of crises was derived in an inductive way — I reached it by studying facts on
the development of English industry — mostly through the study of price
movements of different commodities [...]. From here, step by step, I con-
structed my theory of crises, and then my theory of the market.

I exposed my theoretical views on the subject in the reverse order: [...]
because it is only possible to bring the logical proof to completion by means
of deduction.

So I think that the mathematical method in political economy is unusable
for the discovery of new truths, but in some cases it is the only possibly
method of demonstration.

(Letter from Tugan-Baranovsky to Yanzhul, 30 July 1913. In Shirokorad

and Dmitriev 2008, 125-126)%

It is rather paradoxical for the first author who made an analytical use of Marx’s
schemes of reproduction, and ample use of Menger’s schemes, to claim that new
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ideas could not be discovered with the help of the mathematical method. This
may be explained by the fact that, willingly or not, Tugan-Baranovsky restrained
his use of mathematics in order to reach a greater public and to please his older
colleagues, before considering his taste and capacities for mathematics. This
reason should not be underestimated. Not unrelated to what has just been said,
Tugan-Baranovsky won the Greig Prize in 1913.

The second reason why Tugan-Baranovsky was parsimonious with his use of
mathematics, although he was not explicit about it, is equally important. While
mathematics are useful in demonstrating the ‘simple synthesis’, they are helpless
to reflect the richer dimensions of the ‘complex synthesis’, and especially the
nature of categories. It is from the distinction between historical and logical cat-
egories that Tugan-Baranovsky could extract his socialist ideas on planning.

Tugan-Baranovsky did not find mathematics incompatible with his synthesis.
He even considered that the application of the mathematical method in political
economy was necessary in some cases. But he probably would have found the
mathematical method insufficient to express his synthesis. He could have con-
cluded: ‘Mathematics are useful, but only at the margin’.

Notes

1 This first paper is based on Tugan-Baranovsky’s diploma, obtained in 1889 at the
University of Kharkov. The title of the diploma was ‘The Causes of Value’. Unfortu-
nately, it was not possible to locate a copy of this unpublished dissertation. In the
same vein, Tugan-Baranovsky wrote a dissertation (probably lost as well), the same
year, for his grade in natural sciences. The theme of this dissertation was, intriguingly
enough, the phenomena of two-headed animals. However, Tugan-Baranovsky never
used such a biological analogy to describe his synthesis.

2 On mathematical economics in Russia before 1890, see Dmitriev (1908, 24-26),
Shukov (1988) and Belykh (2007, chap. 1).

3 Vernadsky made the first mention in Russia of Gossen’s work (Vernadsky 1858,
161-162) and Slonimsky presented Thiinen and Cournot’s works (Slonimsky 1878).

4 Menger’s Grundsdtze der Volkswirthschaftslehre were translated into Russian (see
Menger [1871] 1903) and an authorised translation of Bohm-Bawerk’s Kapital und
Kapitalzins was supervised and prefaced by Tugan-Baranovsky himself in 1909.

5 Tugan-Baranovsky read Jevons’s Theory of Political Economy, but certainly not Walras’s
Eléments d’économie politique pure. This conclusion is drawn, not on the issue of
command of the French language, which Tugan-Baranovsky mastered, but on the absence
of textual evidence: (i) every single word written by Tugan-Baranovsky on Walras is
found in Wieser’s own writings; (ii) in some places, only Gossen, Jevons and Menger are
called the founders of a new school of political economy. Therefore, it is difficult to agree
with Nove’s statement, according to which Tugan-Baranovsky ‘read Menger, Jevons and
Walras and took them very seriously’ (Nove 1970, 247, emphasis added).

6 On Russian Marx revisionists (or ‘Legal Marxists’ as they are misleadingly labelled),
see Kindersley (1962) and Zweynert (2002, chap. 5). On their contributions against
Marx, see Howard and King (1989, chap. 10; 1995).

7 The following three versions of the Principles have been consulted: the first edition
(1909), the second (1911), the third (1915) and the 1998 reprint of the fourth edition
(1917). The most relevant chapters on value and prices underwent only small changes
(stylistic changes and shortenings, updated bibliography). Unless otherwise stated, all
quotations are taken from the 1998 edition.
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Tugan-Baranovsky’s theory of value and prices has already been the object of various
interpretations. Among them, in chronological order, see Stoliarov (1902), Danielson
(1902), Shaposhnikov (1909), Dmitriev (1909), Girshfeld (1910), Bukharin ([1919]
1927, Appendix), Kondratiev ([1923] 1998, 323-324), Seraphim (1925, 74-87), Grin-
gauz (1928, chap. IV), Gotz (1930, chap. 1.2), Timoshenko (1954), Kindersley (1962,
155-172), Kowal (1965, chap. IV), Nove (1970, 119-121), Amato (1984), Howard
and King (1995), Barnett (2000), Rogachevskaya (2001, 150-155), Zweynert (2002,
332-337), Schiitte (2002, 37-43), Klimina (2008, 5-7), Nenovsky (2009), and Maka-
sheva (2008, 79-82). Kowal (1965), Barnett (2000) and Makasheva (2008) are the
first, as far as it could be ascertained, to interpret Tugan-Baranovsky’s theory of value
from more than two sources (his Study on Marginal Utility, Principles and Socialism
as a Positive Doctrine). The present interpretation pursues further their effort in that
direction. It is different from them in that the central emphasis is on the notion of an
economic plan.

Tugan-Baranovsky had in mind two rather different reference economies — end of
nineteenth-century England and Russia — on which he conducted detailed economic
historical studies.

Equally, Girshfeld (1910) sees only advantages in the social, or national, level: it
cancels out individual anomalies.

The distinction between retail and wholesale prices, the recognition of routine in con-
sumption and of all other exceptions to the economic principle are of great importance
for the study of concrete prices, as in Tooke’s History of Prices (1838-1857). In
Tugan-Baranovsky’s methodology, it belongs to the concrete (descriptive, not explan-
atory) science.

Rubin explicitly rejects Tugan-Baranovsky’s transformation of labour value, i.e. his
costs, into a purely logical category (Rubin [1928] 1972). Howard and King (1990,
93-95), for their part, reject Tugan-Baranovsky’s critique of Marx and treatment of
value theory as the weakest point of his revisionism.

The controversy carries on. In 2007, two regular papers were published in the same
issue of Voprosy Ekonomiki (Problems of Economics), with the words cennost’ and
stoimost’ in their title to designate the same notion. See Chekhovsky (2008).
Tugan-Baranovsky observes that the same applies to banknotes: while they are con-
sidered in the household as wealth, it is no longer the case from the point of view of
the national economy (Tugan-Baranovsky 1909, 79).

The notion of ‘economic principle’ is borrowed from either Hermann (on this, see
Kirzner 1960, chap. 3.3) or Menger, both of them quoted in Tugan-Baranovsky’s
1890 paper.

Barnett (2000, 120) comments: ‘This meant that for Tugan capitalism involved ‘plan-
ning’ in a specific sense.’

At this stage, it is difficult to follow Klimina, according to whom:

It is interesting to note that if initially Tugan-Baranovsky tried to reconcile a
labour theory of value with neoclassical utility analysis (1890, 1909), later on, in
his final methodological article on the question ([1919] 1977), cited above, he
fully allied himself with marginalism and its focus on rational individuals and
attained equilibrium states.

(2008, 5)

The mentioned methodological paper, published posthumously (Tugan-Baranovsky
[1919] 1977) shows no association with neoclassical analysis: its focus is indeed on
marginal utility, and on the strong link between marginalism and socialism, but in the
same vein, and even with the same words as in his Principles (1909). Therefore,
Tugan-Baranovsky was still trying to ‘reconcile a labour theory with neoclassical
utility analysis’ in his 1918 book on socialism and even when he wrote his last 1919

paper.
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18 Zweynert sees in the synthesis the expression of Tugan-Baranovsky’s two sides: sci-
entific-rational (marginal utility) and ethical-socialist (labour value) (Zweynert
2002, 328).

19 This work was published in 1910, together with other students’ and professors’ work,
in one of the collective volumes, Problems of Social Sciences, edited non-periodically
by Tugan-Baranovsky and his colleagues, notably as a platform to publish students’
seminar works.

20 These kinds of arguments between scholars on the use of mathematics in political
economy are more and more frequent after the 1870s. On the case of Menger and
Walras on mathematics as a means of exposition vs a means of deduction, see their
correspondence, analysed by Garrouste (1994).
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6 The mathematicians’ syntheses

For more than half a century, there has been a new trend in political economy,
which is associated with the application of mathematical method to the analysis
of economic issues. The founder of this trend is the famous mathematician
Auguste Cournot, who published in 1838 a book in which he applies higher
mathematical theorems for the first time to the study of several economic issues.
Despite its novelty and originality, this book went unnoticed, and its author fell
into oblivion. However, the idea of the possibility and fruitfulness of applying the
mathematical method to political economy had not been abandoned. A number of
scholars appeared, more or less successfully pursuing this goal: Gossen, Thiinen,
Walras and others. The number of supporters of the mathematical method has
grown each year, especially from the 1870s and 1880s, even creating a whole
school of mathematical-economists. This trend did not remain unknown to
Russian scientists. Recently, a book appeared in our country, whose author, V. K.
Dmitriev, is a strong and ardent supporter of the mathematical method.
(Shaposhnikov 1905, 75)

Tugan-Baranovsky’s synthesis, which was referred to in the literature as a ‘syn-
thesis’, a ‘formula’, or ‘conciliation’, was rapidly either criticised or imitated in
the Russian economic literature.

The critical point of view was almost always directed against Tugan-
Baranovsky’s methodology. Bukharin provides the best example of such a critique
in an appendix to his Economic Theory of the Leisure Class ([1919] 1927).! This
appendix, entitled ‘The Policy of Theoretical Conciliation (Tugan-Baranovsky’s
Theory of Value)’, attacks Tugan-Baranovsky on the basis that he did not under-
stand both Marxism and marginalism: the first is a social, objective, historical
theory concerned with production conditions, the second is an individualist, sub-
jective, a-historical theory concerned with consumption only. And Tugan-
Baranovsky’s approach of mixing both, is either the result of a serious
misconception or, as Bukharin stated himself: ‘To maintain that a quantity that is
applicable only in the field of an individualistic economy is proportional to another
quantity applicable only in the field of social economy, is equivalent to “grafting
telegraph poles onto pockmarks”’ (Bukharin ([1919] 1927, Appendix). On the
positive side, several economists were attracted by the implicit mathematical
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formulation behind Tugan-Baranovsky’s synthesis: proportionality between car-
dinal marginal utilities and labour costs expressed in a quantifiable quantity of
hours. These economists were educated according to new standards, shaped by the
growing demand from the Imperial government for mathematically literate econo-
mists. The number of new chairs of political economy and statistics within law
faculties reflected this trend. These students were no longer attending law lectures
together with a few introductory lectures on political economy. Instead, they had a
substantial curriculum in political economy (including lectures by Tugan-
Baranovsky in St Petersburg), together with lectures in statistics. From the 1890s
onwards, theoretical statistics was developing at a fast pace, incorporating the
works of the Russian school of probability theory, and giving birth to the Russian
school of mathematical statistics, of which A. A. Chuprov and Slutsky were the
brilliant representatives in the 1910s.> As a product of this shift in education
policy, and as there were no dominant schools in Russia, as there were in France,
or in Great Britain, the mathematical school could develop more freely. It can even
be asserted that formalism was considered as a means of communication between
the various ideas that were developing in the numerous schools.

The first Russian mathematical economists were born. Dmitriev, Bortkiewicz,
Slutsky, Shaposhnikov and Yurovsky followed Tugan-Baranovsky’s ground-
breaking tracks by offering their own attempts at synthesis of the theory of
value. Their successive works gradually transformed and reduced the scope of
the original project. During this process, one can still find a strong will to find a
synthesis between classical political economy and the marginalist school, and an
almost persistent will to keep a link between labour and value. But the link
between value and prices declines through the successive attempts at synthesis
and, more significantly, the interest in ethics entirely disappears. The new gener-
ation emancipated itself from the older one, and established a new relationship
between political economy and mathematics.

This last chapter shows the successive transformations to which the original
synthesis project was subjected. First, brief overviews of the syntheses of
Dmitriev, Bortkiewicz, Slutsky and others are given. Then, the focus is on
Shaposhnikov, as the finest observer of the recent developments in mathematical
political economy in Russia. He was indeed the first to appreciate the pioneering
works of his later-celebrated contemporaries, Dmitriev and Bortkiewicz. Unlike
them, his work is not well known, and is here taken as representative of his gen-
eration: the second generation of the Russian synthesis, composed of mathemat-
ical economists. Finally, Yurovsky’s position is set out, as the last episode of the
Russian synthesis, giving the opportunity to assess its evolution.

Dmitriev, Bortkiewicz, Slutsky and others

The mathematical economists were the first in Russia to have a deep and up-to-
date knowledge of the economic literature, both classical and marginalist. In
their economic works, they all more or less intended a synthesis within the
theory of value, with the aid of mathematics.
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This section handles several authors. The first two, Dmitriev and Bortkiewicz,
are supplemented by Shaposhnikov’s comments on their works. He was aware of
belonging to this new school of political economy and wanted to share his convic-
tion. He was one of the very first to consider and appreciate the works of Dmitriev
and of Bortkiewicz. And he was aware that the mathematical character could put a
damper on the development of this science. Indeed: ‘Dmitriev’s book requires
from his readers a habit of mathematical notation, and some knowledge of higher
mathematics’ (Shaposhnikov 1905, 75). This is why, in an early review of
Dmitriev’s Economic Essays ([1904] 1974), Shaposhnikov feels the necessity to
explain without technicalities the content of the ‘talented scholar’’s books, since
the latter ‘could pass unnoticed because of its form’ (Shaposhnikov 1905, 75).

Dmitriev’s Economic essays

Vladimir Karpovich Dmitriev was born in 1868 in Smolensk province. In 1888,
he started medical studies at the University of Moscow, but soon changed to
political economy at the law faculty. From 1896, he held a tax controller posi-
tion ‘in an obscure province’. He returned to near St Petersburg three years later
because of tuberculosis, which had exhausted all his resources, both intellectual
and financial. On recovering, he continued to study economics, and taught until
the end of his life at the Polytechnical Institute of St Petersburg. He died in 1913
in Gatchina, near St Petersburg.’

Dmitriev was not a prolific author. In all, he published two books ([1904]
1974; 1911), two review articles — one on value theory (1908), the other on
theoretical statistics (1909a) — and several book reviews in the journals Russkad
Mysl’ (Russian Thought), Russkoe ékonomiceskoe obozrenie (Russian Economic
Review) and Kriticeskoe obozrenie (Critical Review). His 1911 book is a statis-
tical investigation on alcohol consumption in Russia. And his main work is his
1904 book, his celebrated Economic Essays ([1904] 1974). The subtitle of the
work, ‘An Attempt at an Organic Synthesis Between Labour Theory of Value
and the Theory of Marginal Utility’, announces his project: the ‘first Russian
mathematical economist’, according to Shaposhnikov’s expression, intended a
synthesis with his three essays: on Ricardo’s theory of value, on the theory of
competition, and on the theory of marginal utility.

In his first essay, ‘“The Theory of Value of David Ricardo: An Attempt at a
Rigorous Analysis’ (first published independently in 1898), Dmitriev offers a
formalisation of Ricardo’s theory of value, with many innovations to his credit.

One such innovation is the mathematical formulation of the total sum of
labour (current and past) embodied in a good. Let good i (i=1, 2,..., n) require
a; units of direct labour and //m;; units of good j (=1, 2,..., n). The coefficients
of production //m;; represent the given technical conditions. The total amount
of units of labour 4 required to produce one unit of good i, is

A=a+Y 1, 6.1)
=
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This gives a system of n simultancous equations with n unknowns (4,, 4,,...
A4,). Once the total sum of labour is known, Dmitriev is able to formulate the
equations for prices of production:

py = AL (Lry (6.2)

where p, is the price of production of one unit of good i, 4, is the total sum of
labour embodied in good i, as determined in equation (6.1), / is the nominal
wage for one unit of labour, 7 is the profit rate in the economy and ¢ is the dura-
tion of the production process of good i. This gives a set of n equations, but with
(n+2) unknowns (p,,..., p,, [, r). Since only relative prices are of concern here,
one of the goods is taken as numeraire (p,=1). At that stage, the system is not
yet determined. This is precisely why the Austrians and Walras accused Ricardo
of circular reasoning: explaining the prices of goods (p,) by other prices (r and /).
Dmitriev shows that this accusation is unfair. Under the assumption that real
wage is given — by considerations that fall outside the scope of economic theory
—nominal wage can be rewritten as:

[=k-p, (6.3)

where £ is the wage good for one unit of labour, and p, is the price of the wage
good. By introducing the equation (6.2) for i=k in equation (6.3), this gives the
rate of profit (6.4).

|1
I=k-p, =kt A L4+ = p=1 -1 6.4
P 't ) { kA, (6.4)

The system is determined (under the criteria that the number of equations equals
the number of unknowns), and the profit rate comes from the sector of the
economy that produces the wage good (see Dmitriev [1904] 1974, First essay;
and Shaposhnikov 1905, 78-80).

Dmitriev further examines several complications in his first essay, such as the
determination of profit, of wages (involving Thiinen) and the phenomena of rent.
He went on to the case of real wage being composed by more than one good.
But his main contention against the classical theory of value, according to Smith
and Ricardo, is that the ‘relationship between the number of competing indi-
viduals and price’ is not clear (Dmitriev [1904] 1974, 94). According to
Dmitriev, prices of production as determined above are valid under constant
return to scale and free competition as defined by Cournot.

This led him to his second essay: ‘The Theory of Competition of Augustin
Cournot: The Great Forgotten Economist’ (first published in 1902). In a detailed
analysis of Cournot’s theory of competition, and of all the ancient and recent
literature on the subject, including the impact of technical progress, Dmitriev
arrives at an original idea. He rejects the fact that free competition lowers prices
to the costs of production. He suggests instead a theory of competition in which
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there is a rationale for producers to overproduce and maintain inventories, which
leads to the reverse effect: costs grow up to meet prices. This new competitive
framework makes Ricardo’s theory of value insufficient to determine prices, and
it opens the door to demand-side explanations.

Dmitriev’s third essay, ‘Theory of Marginal Utility’, is devoted to this theory,
from historical, mathematical and psychological points of view. Tugan-Baranovsky,
quoted by Dmitriev, explains that Austrian economists have solved the problem of
subjective value (i.e. have solved all economic consequences of this problem,
leaving other tasks for disciplines like psychology, physiology and biology). In his
historical investigation, Dmitriev gives more credit to older economists:

An impartial analysis must lead to the conclusion that the Austrian school as
such (Menger, Bohm-Bawerk, von Wieser and others) added very little
(unless much significance is given to the introduction of new terms) to what
had been done before them for the solution of the problem.

(Dmitriev [1904] 1974, 181)

The third essay therefore opens with historical research on the ancestors of the
theory of marginal utility from Galiani to Gossen, through Senior, Dupuit, and
many others, offering comparisons with Austrian economists. The essay then
describes the theory of marginal utility in its developed form, i.e. with Walras’s
exchange equations. It ends with the psychological law of diminishing marginal
utility.

We will not enter here into the detailed analyses to which Dmitriev invites his
— few at the time — readers. See the excellent introduction to the English edition
of Dmitriev’s Economic Essays by Nuti (1974) for more details (see also
Samuelson 1975; Schiitte 2002), to see its merits. Shaposhnikov himself saw
Dmitriev’s greatest theoretical merit in his first essay, with his innovative math-
ematical analysis of the total amount of labour, and its formulation of prices of
production and of the rate of profit. But another merit is the way in which his
essays articulate to form a complete theory of value (Shaposhnikov 1905; 1914).
In Dmitriev’s own words: ‘These first three essays,' which are united by a
common plan, constitute a complete theory of the general elements of value’
(Dmitriev [1904] 1974, 213). For Shaposhnikov, this complete theory is
Dmitriev’s synthesis:

In his Economic Essays, the attention of Dmitriev is concentrated on the
main problem of economic theory, the theory of value. Exchange value, or
the proportion of exchange is, according to V. K. Dmitriev, the product of a
number of different factors, irreducible to each other, both objective and
subjective. It depends on the conditions of the demand, on the utility of the
commodity — the subjective moment — and on the objective conditions of its
production. The conditions of consumption determine the demand; the con-
ditions of production determine the supply of the good.

(Shaposhnikov 1914, 1)
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Shaposhnikov found that the only weakness in Dmitriev’s synthesis was that it
was centred on his particular notion of competition, which he criticised in 1905
(Shaposhnikov 1905).

But was there a synthesis in Dmitriev’s Economic Essays? There clearly was
an intention to provide such a synthesis, as the subtitle of the work reminds the
reader. But the way in which the three essays are articulated makes it difficult to
see its result. The first essay on labour value and prices of production contains
room for the theory of competition and leads to the second essay. The second
essay contains room for the theory of marginal utility. And the third essay essen-
tially contains an historical investigation. The short conclusion does not go
further than giving mere ideas about the connections between the three essays.
The equations in the first and the third essays are not compared.

Dmitriev’s synthesis was only a hint. This hint nevertheless pursues the inves-
tigation in the direction taken by Tugan-Baranovsky.’ Moreover, these Economic
Essays provided the tools needed by the next Russian mathematical economists
involved in the Russian synthesis, in the first place Bortkiewicz.

Bortkiewicz’s three-fold episode

Shaposhnikov is the link between Dmitriev and Bortkiewicz. He knew Bortkie-
wicz personally, considered him more as a mentor than a colleague. They had
discussions about value, the synthesis, and Dmitriev. Bortkiewicz became aware
of Dmitriev’s Economic Essays through Shaposhnikov’s review (1905). When
Shaposhnikov had to produce a memorial discourse in honour of Dmitriev
(Shaposhnikov 1914), Bortkiewicz was aware of it:

Recently, due to a sad occasion, I had to address once again the issues that
you raised in your articles about Marx. Perhaps you know the news that
Vlad. Karpovich Dmitriev died in September. We want to arrange at the
Chuprov Society a meeting dedicated to his memory. There, I will have to
talk about his theoretical work and of course mostly about his equations,
which gave the possibility of determining the level of profit.

(Letter from Shaposhnikov to Bortkiewicz, 14.11.1913)

And when Shaposhnikov discussed his own version of the synthesis with Bort-
kiewicz, one can realise that they had different versions of it:

Let me return to the conversation we had about my book [Shaposhnikov
1912a]. You pointed out to me that when talking about the reconciliation of
the costs of production theory with the marginal utility theory, I should have
referred to Walras, and that I should not have attributed this part to Mar-
shall, Dmitriev, et al. Of course, we found in Walras a perfectly correct
representation of the role of utility and costs of production, but to attribute
to him the merit of the reconciliation of the theory of marginal utility and
the theory of costs of production is unlikely to be correct. Walras, if [ am
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not mistaken — I do not yet have his book at hand — emphatically contrasts
his theory with the theory of the classical school.
(Letter from Shaposhnikov to Bortkiewicz, 12.7.1913)

Bortkiewicz was himself also engaged in an attempt at synthesis; although his
position is perhaps less explicit than that of Shaposhnikov, Dmitriev or Tugan-
Baranovsky, the theme of the synthesis is present throughout Bortkiewicz’s main
contributions on value theory. Three episodes of Bortkiewicz’s scientific activ-
ity, which are rarely considered together, are relevant to understand his position:
his youthful but deep interest in the theories of Walras around the 1890s; his
contributions to the transformation problem in 1906-1907; and his 1921 article
on objectivism and subjectivism. Shaposhnikov was aware of Bortkiewicz’s
Walrasian episode through Bortkiewicz himself, and he read the 1906-1907
papers (Bortkiewicz 1906—1907, 1907). But it is not yet ascertained whether he
was aware of Bortkiewicz’s 1921 paper.

Bortkiewicz published a review of the second edition of Walras’s Eléments
d’économie politique pure in 1890, in which he shows his full agreement with
Walras’s general equilibrium system. It should be added that Walras and Bortk-
iewicz corresponded and met, and that Bortkiewicz wrote the aforementioned
review at Walras’s initiative, who sought a defender against Edgeworth’s attacks
(on this episode, see Marchionatti 2007; Bridel 2008). Considered alone, Bort-
kiewicz appears as an adherent to the subjective mathematical school, yet he
already praises the relationship between Walras’s theory of exchange and pro-
duction and costs: ‘I think that a good theory of political economy shall reckon
with the equality of selling prices with costs, and I think also that Mr Walras’s
system fully satisfies this requirement’ (Bortkiewicz 1890, 83). Sixteen years
later, in ‘Value and Price in the Marxian System’ (1906—1907), Bortkiewicz
develops a highly technical Ricardian theory of prices in a mathematical frame-
work (with the help of Dmitriev’s algebra). There is nevertheless still a Walra-
sian imprint behind this construction:

Modern economics is beginning to free itself gradually from the successivist
prejudice, the chief merit being due to the mathematical school led by Léon
Walras. The mathematical, in particular the algebraic, method of exposition
clearly appears to be the satisfactory expression for this superior standpoint,
which does justice to the special character of economic relations.
There is thus a decided advantage in the fact that Dmitrieff has recourse
to algebraic procedure.
(Bortkiewicz 1906—1907, 11, 1952, 24)

Later in the text, the idea of synthesis attests its presence:
The mathematical method, however, achieves still more: by its means, the

costs of production theory can, without any difficulty, be brought into
harmony with the law of supply and demand or with the determination of
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prices by the subjective valuations of buyers (and, if need be, of sellers).
Following the example of Walras, this is done by inserting the costs equa-
tions into a more comprehensive set of equations, in which regard is also
paid to those subjective valuations.

(Bortkiewicz 1906-1907, 111, 1952, 54)

Here lies the continuity between his 1890 and 1907 contributions. But at that
stage, it was the simultaneous character of general equilibrium that appealed to
Bortkiewicz, and not the notion of subjective demand. Marchionatti and Fiorini
arrived at the conclusion that this provides a unique ‘Dmitriev Bortkiewicz
model’ (2000, 179). In their words, the latter’s intentions are well captured:

it lies in an original programme of application of the mathematical method
to the Ricardian—Marxian theory of prices; the resulting model had to be
conceived, according to Bortkiewicz, as a part of the wider setting formed
by the Walrasian general equilibrium analysis.

(Marchionatti and Fiorini 2000, 173)

A few years later, in 1921, Bortkiewicz published in German a paper entitled
‘Objectivism and Subjectivism in the Theory of Value’, in which he consoli-
dated his views on value, introducing both objective and subjective elements as
causes of value. His views are summarised in Table 6.1, which shows the effect
of an increase/decrease of costs and utility on the equilibrium quantity and
exchange value, in the case of constant (a) and of increasing costs of
production (b).

Table 6.1 shows that Bortkiewicz was interested in highly theoretical devel-
opments and in the application of mathematics to political economy. He had a
high reputation as a qualified Ricardian and a qualified Walrasian, and held
himself as taking an intermediate position:

[TThe task of the present study is only to show that costs and utility, or more
generally, the objective and the subjective factors of exchange value,
demand the same consideration in the theory and that, when one follows the

Table 6.1 Bortkiewicz’s synthesis

Cause Permanent effect
Quantity Exchange value
Cost increases - +
decreases + -
a
Utility increases + o} +
decreases - o -

Source: Bortkiewicz (1921, 20).
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terms of their interaction, it does not mean syncretism, but the attempt at a
synthesis.
(Bortkiewicz 1921, 22; emphasis added)

Thus Bortkiewicz arrived, though via a different path from Tugan-Baranovsky
and Dmitriev, at his own concept of the synthesis. Dmitriev’s and Bortkiewicz’s
analyses will be instrumental in the design of Shaposhnikov’s synthesis.

Slutsky’s master’s dissertation

In his master’s dissertation, The Theory of Marginal Utility (1910), Slutsky had
already outlined the main ideas of his forthcoming papers (on Slutsky more
generally, see Kljukin 2010a; Barnett 2011). As can be seen from the table of
contents of this dissertation (see below), Slutsky’s celebrated paper on budget
theory (Slutsky 1915) was already largely contained in Part IV (and especially
its chapter V) of the dissertation. The same is true for Slutsky’s paper on praxe-
ology (Slutsky 1926), which was already partly present in Part II, and for Slut-
sky’s paper on the critique of Bohm-Bawerk’s theory of value (1910, Part III,
chap. III; 1927). In contrast, some themes of this dissertation were not worked
upon further by Slutsky. This is the case for all the psychological content of the
dissertation, which is discarded in his 1915 paper, and of the synthesis. Here is
the table of contents of Slutsky’s The Theory of Marginal Utility (1910):6

Part I. Introduction

Chapter I. Classical psychological phenomena
Chapter II. A critique of hedonism

Chapter III. The theory of Ehrenfels

Part II. Elements of a theory of action

Chapter I. Linear systems of urges. Basic concepts

Chapter II. The power of urges. The relationship between urges and linear
systems

Chapter III. Deviations from the basic types. The concept of interest

Chapter IV. Measurability of the power of urges

Part I1I. Value and utility. Critique of the concepts

Chapter 1. Objective—subjective value

Chapter II. Wieser’s concept of value

Chapter III. The concept of value in Menger and B6hm-Bawerk
Chapter [V. Establishment of the terms value and utility

Part IV. Theories of complex systems of interest (theory of budgets)
Chapter I. Introductory remarks

Chapter II. Theory of instantaneous systems

Chapter III. Theory of long-run systems
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Chapter IV. Theory of variation in the system in dependence on (a) the size
of budgets and (b) prices

Chapter V. Definitions of the utility function from empirical data. General
conception of utility

Chapter VI. General case of complex systems

Chapter VII. ‘Subjective value’

Part V. Foundations of a theory of markets

Chapter I. The limits of a theory of action and the prerequisites of a theory
of markets

Chapter II. The theory of demand and supply

Chapter III. The theory of costs of production

Chapter IV. The theory of marginal utility

Chapter V. Synthesis of the theory of costs of production and the theory of
marginal utility

Indeed, chapter V of Part V is entitled ‘Synthesis of the theory of costs of pro-
duction and the theory of marginal utility’, and is preceded by a chapter on
costs of production (chapter I1I) and another on marginal utility (chapter IV).
In his chapter on ‘The theory of costs of production’, Slutsky starts like
Dmitriev with the determination of labour values, as the sum of direct and
indirect labour embodied in a good under present-day technical conditions,
using simultaneous equations like Dmitriev. In a footnote, Slutsky explains
that he arrived independently at the same equation derived earlier by Dmitriev,
without knowledge of it (Slutsky [1910] 2010, 352). From these labour values,
he expresses prices of production, introducing a formulation for the rate of
profit similar to Bortkiewicz (also quoted by Slutsky). The system is underde-
termined when Slutsky, invoking Cournot, uses different equations for each
producer, in order to take into account the type of prices he reaches (mono-
poly, free competition): the number of unknowns exceeds the number of equa-
tions (Slutsky [1910] 2010, 358-359). This provides him with the transition to
his next chapter.

Chapter IV on ‘The theory of marginal utility’ describes how to get supply
and demand functions for consumption goods starting from utility functions and
budget equations (the latter are analysed by Slutsky in his Part IV). Following
the Austrian ideas on imputation, he shows how the theory of marginal utility
can give prices for goods of higher order (i.e. production goods).

Finally, in his chapter V on the ‘Synthesis of the theory of costs of production
and the theory of marginal utility’, Slutsky wants to ‘dispel the prejudices from
supporters of the theory of marginal utility against the use of the equations of
production costs’ (Slutsky [1910] 2010, 371). He maximised utility functions
under a budget constraint that included initial endowments that embody produc-
tion functions (i.e. consumers have means of production, and can produce with
them). Solving this maximising problem gives the functions of production costs
(Slutsky [1910] 2010, 369-371 and 373-376). His resolution explicitly ‘takes
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into account the changes occurring to goods, not only in the exchange process,
but also in production’ (Slutsky [1910] 2010, 371).

Slutsky remarks that the first economist to introduce the equations of expenses
of production into supply and demand functions was Walras in his theory of pro-
duction. This is not, according to him, an eclectic assembly of antagonistic prin-
ciples, but the simple resolution of a general problem.

Eventually, Slutsky underlines the importance of the method of resolution of
the problem of determining prices: the interdependence of variables is taken into
account only with this method, and this result would not have been possible
without the help of mathematics (Slutsky [1910] 2010, 377).

Significantly, Slutsky studies the particular case of free competition in which
costs of production are proportional to the output produced. In this case, the
solution of the problem contains only the technical conditions of production.
Costs of production are sufficient to determine prices. But when the scale of pro-
duction matters, synthesis enters the stage (Slutsky [1910] 2010, 376-377).

Slutsky’s synthesis is not neoclassical. He starts with the determination of the
total amount of labour embodied in a good, i.e. from a labour theory of value. He
continues with the incorporation of profit to get prices of production. For the next
step, Cournot was essential, as it was in the case of Dmitriev: costs of production
may depend on demand, which implies the consideration of marginal utility. Finally,
and following Walras, consideration of the costs of production and marginal utility
is undertaken with simultaneous equations. And, as Walras did, Slutsky counts the
unknown and the equations to make sure that the problem is solved. The synthesis
results from his investigation, and is not contained in his initial hypothesis.

And some others

Stoliarov is perhaps the most interesting of those who directly followed Tugan-
Baranovsky, without however adding much to him — Zalesky (see 1893, 120) and
Girshfeld (1910) being the two others. Mathematically, Girshfeld brought an
algebraic development, while Stoliarov used a differential method. Without casting
doubt on Tugan-Baranovsky’s synthesis, Stoliarov brought a further proof that the
latter’s theorem was true, i.e. that marginal utilities are proportional to labour
costs. Taking labour costs as given (exactly as Tugan-Baranovsky, without deriv-
ing them as would be done by Dmitriev), and taking an aggregate case, Stoliarov
considered as given the total amount of labour costs available as NV:

T;xl +T2x2+”'+7:7xn =N (65)

where x; represent the number of good i produced, T; represent the total amount
of labour costs required for the production of one unit of good i. Equation (6.5)
represents the labour constraint. Then, he derives a total — additive — utility func-
tion U (again, this is social utility):

U :ul(xl)+u3(x2)+”'+un(xn) (66)
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where u,(x;) indicates the utility derived from consumption of x; units of good .
In order to prove Tugan-Baranovsky’s synthesis (the simple version, see Chapter
4), he uses Lagrange’s method in order to maximise total utility (6.6) subject to
the available labour constraint (6.5):

M=U+ATx +Tx, +--+T,x,) 6.7

Solving the first and second order conditions on (6.7) gives a maximum of utility
if and only if:

1= i (x) _ uj(x;) i i, (x,) (6.8)

T 1 "
Equation (6.8) is the exact mathematical formulation of Tugan-Baranovsky’s
simple synthesis: the maximum of utility is reached when labour costs are pro-
portional to marginal utilities. Stoliarov did not go further than giving an
example (equations 6.5 to 6.8 are exactly as found in Stoliarov 1902, 15-16),
since the goal of his conference at the Kiev physico-mathematical society was
simply, as explained in its title, to give an Analytical Proof of the Politico-
Economic Formulae Proposed by M. Tugan-Baranovsky: Marginal Utility of
Freely Produced Goods Proportional to their Labour Costs.

Frank was for his part engaged with his Marx’s Theory of Value and its
Meaning (1900) in a critical study, in which he also subjected to criticism the
subjective theory of evaluation, i.e. marginalism. He reached the conclusion that
both evaluations coincide: ‘The subjective value of the products of labour [...]
coincides with their labour value, i.e. is the result of the evaluation of the good
proportionally to the labour expended in its production’ (Frank 1900, 234). But
this was only a short note, and Frank, a former Legal Marxist like Tugan-
Baranovsky, equally lost interest in economic theory, and devoted his time to
philosophy and theology afterwards. But, interestingly enough, Frank was more
aware than others of the social character of this coincidence:

subjective value of these goods [of all freely reproducible goods] will be
proportional to the relative expense of labour in their production only from
the point of view of their social evaluation, i.e. if it comes from the repres-
entation of national economy as a whole, as if they were evaluated by an
organ of the whole society.

(Frank 1900, 257; emphasis added)

Bilimovic published a large study entitled On the Question of the Evaluation of
Economic Goods (1914). This book is an impressively exhaustive methodo-
logical and theoretical survey of the literature on subjective and objective value
(in the Russian, German, French, Italian and English languages). There is a clear
accent on mathematical economics. The first two chapters of the book are
devoted to subjective value and utility, demonstrating direct acquaintance and
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deep understanding of authors like Gossen, Pareto, and Jevons. It explores
complex issues for the first time in Russian economic literature, in the fields of
the measurability of utility (he believes that it is not possible in absolute terms),
the impossibility to apply interpersonal utility comparison, etc. The third and last
chapter is devoted to price and objective exchange value, and discusses its issues
(notably the non-existent invariable standard of measure of value). It contains an
impressive bibliography at the end of the book. He describes his task as follows:

[TThe guiding principle of our investigation is the desire to avoid a mistaken
one-sidedness, like in the pure—subjective theory of value or in the pure—
objective theory of value. Following the example of authors, who already
aspired to this principle, we try to build a theoretical scheme of evaluation
which adequately takes into account the two elements — subjective and
objective.

(Bilimovic 1914, vi; emphasis added)

Here, Bilimovic clearly shows his intention to follow the steps of authors, who
already aspired to this principle. Albeit not mentioned explicitly, it is possible
to believe that he refers here to the authors, present in his text and bibliography,
that attempted to take into account both objective and subjective moments in the
theory of value: Tugan-Baranovsky, Dmitriev, Bortkiewicz, Shaposhnikov,
Slutsky. Bilimovic speaks of ‘collaboration’:

Independently of the intentions of the individual works of research, this
work is the result of a complex collaboration between various schools and
currents in the study of the evaluation of economic goods: thoughts on the
link between the value of goods and utility, which were revived anew in the
theory of marginal utility on one side; the remarkable fact of the dependence
of value on the conditions of production on the other side; finally the old
theory of demand and supply which tries to unite the various factors of
value on a third side. All these, by pointing to disparate doctrines, are mutu-
ally reinforcing each other with shares of the truth.

(Bilimovic 1914, v)

Bilimovic did not reach such synthesis in his book. The absence of a general
conclusion to the three chapters is perhaps the best indication that, for him, the
state of research did not allowed (yet) for such a synthesis. But the intention was
there.”

Shaposhnikov

The Russian economist Nikolay Nikolaevich Shaposhnikov (1878-1939) was a
student of Tugan-Baranovsky. He set himself the challenge of becoming a spe-
cialist in the newest theories of value and distribution, and wrote a dissertation
entitled Theory of Value and Distribution (published in 1912). This work is
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mentioned in the literature as a valuable source of information ‘in the Russian
language’ on value and distribution theories by authorities such as Bukharin,
Rubin, Yurovsky and Gelesnoff. His synthesis in the theory of value is very dif-
ferent from Tugan-Baranovsky’s approach, as he already captures the spirit of
his time, which was made up of the ideas of Dmitriev and Bortkiewicz.
However, as will be presently shown, Shaposhnikov does not develop a techni-
cal analysis. He borrows Dmitriev’s and Bortkiewicz’s analyses and discusses
them, but he does not elaborate them further. He was one of the first to recognise
Dmitriev’s achievement and acted as a populariser of Walras in Russia. His
stature within Russian economic thought was overshadowed by Dmitriev, and
until recently he was mentioned almost exclusively for having coined the expres-
sion ‘Vladimir Karpovich Dmitriev, the first Russian mathematical economist’.
In order to correct this sorry state of affairs, this section attempts to rehabilitate a
part of his economic thought.® After the analysis of Shaposhnikov’s work, a
comparison between Tugan-Baranovsky’s and Shaposhnikov’s attempts at syn-
thesis is offered.

Shaposhnikov’s writings and network

Nikolay Nikolaevich Shaposhnikov was born in 1878.° In 1901, he entered the
law faculty at the University of Moscow where, just after graduating in 1906, he
was appointed as dozent. He then spent the customary three to four years abroad
completing his studies, mainly in Berlin (where he is likely to have met Bortkie-
wicz), and returned to Russia in 1910, where he occupied various positions of
dozent. Besides his previous position at the University of Moscow, Shaposh-
nikov was appointed to the Petersburg Political Institute in 1910, and the Peters-
burg Polytechnical Institute in 1912. The submission of his dissertation, Theory
of Value and Distribution (1912a), enabled him to become professor at the
Moscow Institute of Commerce, a position he held from 1913 to 1927 (renamed
Plekhanov’s Institute of National Economy in 1917). Additionally, in
1917-1918, he gave lectures on political economy and statistics at the law
faculty at the State University of Moscow and at the Shanyavksy Moscow City’s
People University (lectures for women).

During these pre-revolutionary years, Shaposhnikov showed an early and
active interest in value and distribution theories. Just before completing his
studies, in 1905, he published what is apparently his first work, entitled ‘Free
Competition and the Price of Goods’ (Shaposhnikov 1905). In this paper,
Shaposhnikov critically reviews Dmitriev’s recently released Economic Essays
([1904] 1974). He describes Dmitriev as a ‘fervent and convinced follower of
the mathematical school’ (Shaposhnikov 1905, 76). In 1906, he published a
booklet on Bohm-Bawerk’s theory of profit. While abroad, he collaborated with
the Russian journal Kriticeskoe Obozrenie, in which he published numerous
short reviews on recent economic literature (on Sombart, Tugan-Baranovsky,
and Woytinsky).!” In 1909, he published a booklet on Thiinen’s natural wage
(Shaposhnikov 1909b). The following years were devoted to his dissertation
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Theory of Value and Distribution (1912a), his main pre-revolutionary work,
which contains his previously published booklets on Bohm-Bawerk and Thiinen,
to which he added a chapter on Clark’s marginal productivity theory, one on dis-
tribution theory, and two on value theory. In the same year appeared his entry on
Walras in the second edition of the Russian encyclopedia Brockhaus-Efron
(1912b), and a shorter version of the same entry in the Granat Encyclopedia
(1912c). Soon after Dmitriev’s death in October 1913, Shaposhnikov read a
paper in his memory at the Chuprov Society: ‘The first Russian mathematical-
economist V. K. Dmitriev’ (published in 1914). The expression ‘Russian
mathematical-economist’ was born, and Shaposhnikov was later to be con-
sidered the second on this list, after Dmitriev. Still prior to the revolution,
Shaposhnikov published a book on Protectionism and Free Trade (1915) and an
article defending the ‘Scientific Value of Abstract Theory’ (1917).

It is useful to complete this pre-revolutionary picture by briefly mentioning
Shaposhnikov’s relations with his contemporaries. He was clearly interested in the
latest developments in the application of mathematics to political economy, and to
the newest marginal utility theory, and was therefore close to some of their special-
ists. Shaposhnikov most probably met Bortkiewicz during his stay in Berlin. Bort-
kiewicz settled for good in Berlin in 1901, but kept many relations with Russian
economists and statisticians. Many young Russian economists passed through
Berlin to visit Bortkiewicz and seek his advice. He knew the economic theories of
Marx, Ricardo, Walras, Bohm-Bawerk, ... well and was in particular concerned, in
19061907, with the transformation of value into prices problem, for which he used
Tugan-Baranovsky’s and Dmitriev’s constructions. Shaposhnikov exchanged letters
and offprints with Bortkiewicz between 1910 and 1913, and between 1918 and
1928. Moreover, Shaposhnikov visited Bortkiewicz at Christmas, and during his
summer holidays in Austria. Their correspondence reveals, among other things, that
Bortkiewicz examined the chapters of Shaposhnikov’s 1912 dissertation (concern-
ing Walras, Ricardo, Bohm-Bawerk and Clark); they also had several discussions
about economists, including Dmitriev, Walras, Clark, and Lexis.

Shaposhnikov gave a special seminar on value and distribution at the Univer-
sity of Moscow in 1909-1910 and had Bukharin among his students (Belykh
2007, 11). He was certainly the first to teach the young Bolshevist the doctrines
of Walras and Béhm-Bawerk. !

During his pre-revolutionary period, Shaposhnikov acted mainly as a critic of
others’ theories (Dmitriev, Walras, Thiinen), and was keen to teach state-of-the-
art economics to his students. Compared to the older generation of academic
economists, Shaposhnikov was up to date with the latest developments in his
discipline: he was one of the first to read Dmitriev and to spread his ideas; he
promoted the work of Walras with the very first encyclopedic entries on him in
Russia. In a sense, he shares much in common with Bortkiewicz: a fine critic,
but not himself an original thinker.

During the Soviet period, and besides teaching, Shaposhnikov was involved, like
many of his colleagues, in various bureaucratic committees and policy-oriented
research institutes. His scientific interests shifted from value and distribution
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towards more applied subjects: foreign trade and tariff policy, monetary and credit
policy, industrialisation and business cycles. In 1922, he worked on the establish-
ment of a new Soviet tariff. From 1923, he was vice-president of the monetary and
credit section at the Economic Institute of the Narkomfin (People’s Commissariat of
Finance), and in this capacity was adviser at the Gosplan. From 1924, he handled
the economic part of the construction conglomerate, Dneprostroya. During the
1920s, he was one of the three top consultants (with Vainshtein and Slutsky) at
Kondratiev’s Conjuncture Institute. He actively participated in the Institute’s
debates and wrote papers for the Institute’s journals.'> During these years, Shaposh-
nikov published many articles, theoretical and policy oriented, and a book on tariff
policy.

At the end of the 1920s, his career slowed down sharply. Economists like
Shaposhnikov, who believed in some of the virtues of the market economy (such
as information contained in market prices), could work easily under the NEP
(New Economic Policy). But once Stalin drove the Soviet Union down the
forced industrialisation road, their researches became useless and were stopped.
In 1928, Kondratiev was removed from his seat as director of the Conjuncture
Institute. Many of its ‘bourgeois’ elements were dislodged, including Shaposh-
nikov. For its part, the Narkomfin fired a fifth of its employees, including
Shaposhnikov. During the 1930 Moscow Trials, many ‘bourgeois spies’, accused
of trying to restore capitalism in Russia, were condemned and, later, executed
(in 1937-1938). Shaposhnikov was imprisoned for seven months in 1930. From
1931, he worked as chief economist at the Glavenergo (Central Conglomerate of
Electricity) but had to leave in 1936. He entered the foreign information office at
Narkomfin for a few months, but had to leave once again. He received a univer-
sity pension in 1937, and died of lung cancer in 1939 at the age of 61.

Shaposhnikov’s synthesis

Shaposhnikov’s Theory of value and distribution (1912a) had the ambition to
investigate the then latest developments in distribution theory. He has, however,
to start with the theory of value:

Given the close links that exist according to many economists between the
problems of value and distribution, value analysis is the inevitable introduc-
tion to the theory of distribution. Many economists regard the contemporary
theory of distribution as a sub-division of the theory of value. Wages, profits
and rents are nothing other than the prices of labour, capital and land. The
law of supply and demand determines these values. Therefore, we must
explain what are the supply and demand, what determines them, and what
influence they may have on prices.

(Shaposhnikov 1912a, 4)

The first chapter of the book is devoted to the analysis of demand and the second is
devoted to the analysis of supply. As the result of his investigation, Shaposhnikov
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Table 6.2 Shaposhnikov’s synthesis

. the marginal utility of the good demand
. the marginal utility of all other goods
. the monetary purchasing power

. the quantity of labour embodied in production supply
. the duration of the production process

. the rate of wage

. the rate of profit

N s W —

Source: composed according to Shaposhnikov (1912a, chapters 1 and 2).

reaches the conclusion that, in order to know the price of one good, the law of
demand and supply has to be decomposed into simpler elements.

Table 6.2 reveals the seven elements that are necessary for a complete under-
standing of the price mechanism: 1-2-3 account for the demand side, and
4-5-6-7 for the supply side. According to Shaposhnikov, economic theory was
not successful in reducing the explanation of prices to a single factor (utility or
labour), but instead pointed out numerous factors. Some of them are beyond the
scope of economic theory, and may be considered as given. Thus, the satisfac-
tion afforded by consuming a certain quantity of goods (1 and 2), the amount of
necessary labour embodied (4) and the duration of the production process (5)
belong to other fields (psychology, physiology and technical sciences). What
remains to economic theory is to study the purchasing power, which is nothing
but buyer’s income (3), the wage rate (6) and the profit rate (7). In other words,
the theory would arrive at a complete economic understanding of prices when
the question of distribution of national income between wages and profits is
solved (1912a, 48-50).

For Shaposhnikov, the demand for a certain quantity of a good at given prices
depends on its subjective decreasing marginal utility, on the prices of the other
goods and on the buyer’s purchasing power. The buyer’s budget is divided into
numerous ‘special funds’, one for each good. The level of each fund is deter-
mined according to the maximum happiness principle, which, following Gossen,
requires equal marginal utilities (Shaposhnikov 1912a, 6-7, 9, 14). This leads to
a negative functional relationship between prices and quantity demanded, where
the marginal buyers’ evaluation, together with the number of goods supplied
determine prices. The demand for intermediate goods depends on the prices for
final goods. Using Menger’s schemes, Shaposhnikov gives examples to convince
his readers (1912a, 5, 8). While he uses the Austrians’ language and representa-
tion tools, he is critical of their achievements:

Any theory that does not consider the interdependence between the prices of
goods cannot lay claim to scientific completeness. We are entitled to raise
this warning against many theorists, especially against the representatives of
the Austrian school. Only Walras, and representatives of the mathematical
school around him, has devoted to this issue the attention it deserves, and



150  The Russian synthesis

has raised the question of value in its entirety. In this lies the importance of
Walras’s work.
(Shaposhnikov 1912a, 11)

According to Shaposhnikov, Walras is the most accomplished theorist of the
marginal utility theory, being the first to offer a ‘general solution’ to the problem
of value, taking care of the ‘interdependence of the variables’: ‘Many econo-
mists have described similar solutions to the question of value, but all had in
mind special cases with two tradable goods: they have arbitrarily reduced their
task. Walras provides a general solution to this problem’ (Shaposhnikov 1912b).
Walras’s general solution is his exchange equations, on which Shaposhnikov
writes nothing but compliments. Moreover, Shaposhnikov discusses several
complications in the theory of demand, such as the implication of discrete and
continuous goods for utility functions,' the elasticity of the demand for various
commodities (production vs consumption goods), the case of complex goods
which serve various purposes (around Clark’s law), and a justification for partial
vs general analysis in some applied cases, when an approximation is sufficient.

But generally speaking, for Shaposhnikov, these prices are only demand
prices. They are prices ‘only if we look at the problem of pricing as unrelated to
production’ (Shaposhnikov 1912a, 10). They give an indication of the prices at
which buyers are ready to buy a given quantity of goods. And this quantity is
determined on the supply side.

For Shaposhnikov, the supply of goods in the market depends on their costs
of production. Below these costs, which include expenses (wages and inter-
mediate goods) and profit at the normal rate in the country, the product is still
sold, but no longer produced. Therefore, for him, what matters in the long term
is the notion of ‘costs of reproduction’. As regarding the latter, and following
Cournot, Shaposhnikov distinguishes the case of monopoly from that of free
competition. Under monopoly, costs of reproduction do not play the same large
role as in the case of free competition, but the scale of costs (decreasing, con-
stant or increasing) influences the choice of the net income maximising quantity
(Shaposhnikov 1912a, 26-28). Under free competition, prices match costs of
reproduction and, in static equilibrium, costs of production. In reality, there are
some branches of industry where the assumption of free capital mobility is illu-
sory. When capital moves slowly and with difficulty (in the railway industry, for
example), the influence of costs of (re-)production on prices is only gradual and
progressive. Therefore, prices may stand still for a while above (or below) their
necessary costs. Changes in the prices of input or in wages, however, act more
quickly: as soon as prices do not cover these costs, production ceases promptly
(1912a, 28-33)."

Once the influence and the limits of the theory of costs of production are
known, it remains to define their components. According to Shaposhnikov, the
classical school, and especially Ricardo in the first two chapters of his Principles
of Political Economy, have resolved this issue. Shaposhnikov adds to this ‘the
researches of two Russian economists, Dmitriev and Bortkiewicz, which clarified
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and developed some aspects of Ricardo’s doctrine’ (1912a, 39). Thus, according to
Shaposhnikov, Ricardo’s starting point is the Smithian division of prices into the
incomes of all those — the worker, the capitalist and the landowner — involved in
production: wages, profits and rent. Rent being excluded by Ricardo from the ana-
lysis of prices, there remains wages, which depend on the quantity and value of
labour, and profits, which depend on the amount of capital and the duration of the
production process. According to their costs of production, the relative prices of
two goods (m and n) can be represented as

P AL (4 Y
o Aalal 6.9)
B AL (+n)

where P; is the price of product i (i=m, n), 4; the total sum of labour embodied
in the production of good i, L; the wage rate, r; the profit rate and ¢, the duration
of the production process. This equation can be simplified, if one accepts the
assumption of free competition and its consequences: uniform rates of profit and
of wage. In this case, differences in prices are explained only by the total sum of
labour expended and by the duration of the production process. The relative
prices of two goods with the same duration of production depend only on the
amount of labour embodied in their production. In order to understand Shaposh-
nikov’s costs of production theory, two notions are still needed: the total sum of
labour (4,) and the role of fixed capital.

By labour costs, Shaposhnikov has in mind, like Dmitriev, direct and indirect
expenses of labour, i.e. the expenses that are directly involved in the production
of a good and, recursively, are indirectly involved in the production of all its
means of production. With a system of simultaneous equations, Dmitriev showed
that, without any need for an infinite historical regression back to the first human
tool, it is possible to determine the total amount of labour used in the production
of a good, under present technical conditions.

The role of fixed capital is different in Ricardo and in Marx: both authors
agree that the duration of the production process can cause a deviation between
labour costs (labour value) and costs of production (prices of production), as
seen above. But Marx adds another element: the organic composition of capital,
i.e. the influence of fixed capital on relative prices. Here Shaposhnikov endorsed
Bortkiewicz’s remarks that the organic composition of capital does not affect
relative prices, since fixed capital is considered as past labour. Shaposhnikov
gives an algebraic example, where the production of a good is vertically integ-
rated with a variant where an industry buys fixed capital from another, to show
that fixed capital does not influence relative prices. For Shaposhnikov, Marx
would impoverish Ricardo’s doctrine, which must be considered as the most
advanced theory of the costs of production, taken together with the additions of
Dmitriev and Bortkiewicz (Shaposhnikov 1912a, 39-48).

The synthesis offered by Shaposhnikov is based on the idea that demand
(subjective evaluation) and supply (objective conditions of production) are both
necessary to provide a complete theory of value. The theory of demand is able to
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determine the prices reached in the market for a given quantity supplied. On the
other side, costs of production depend on production scale, which depends on
demand (Shaposhnikov 1912a, 35-36). In other words:

The classical school, which has done much for the theory of value, mainly
in the shape of Ricardo, has hardly touched this issue [the demand]. The
consumer—purchaser interests him only a little, and attention is directed to
the seller, the analysis of the conditions of supply of goods. This shortcom-
ing of the classical theory has been filled by the marginal utility theorists,
establishing in detail the analysis of the evaluation of goods by buyers and

their influence on prices.
(Shaposhnikov 1912a, 4-5)

The Austrians are known for having accused the classical school of creating a
vicious circle: to explain prices (of goods) by other prices (costs of production of
productive services) and vice-versa. Shaposhnikov condemns this accusation:

Which is the cause and which is the consequence? The link between these
phenomena is not expressed in the form of a cause and an effect, or in the
form of a determinant and a determined, but in the form of reciprocal deter-
mination and relationship [...] Bortkiewicz rightly observed that it is Walras
that has begun to consider this properly.

(Shaposhnikov 1912a, 38-39)

Interdependency is the keyword of Shaposhnikov’s synthesis. This does not
mean, however, that all the above-mentioned factors affecting prices have the
same importance (1912a, 36-39, 48-49). First of all, there are special cases:
when costs of production are constant, prices do not depend on demand; when
two goods are produced in equivalent conditions (e.g. duration), these elements
neutralise each other; sometimes a modification in prices may have almost no
effect on the price of another good. More generally,

We should follow Ricardo when he states that the effects of profit and
labour are not the same. Modifications in labour expenses influence prices
more seriously than modifications in the rate of profit. Thus, undoubtedly,
labour is the dominant factor in value.

(Shaposhnikov 1912a, 49)

This statement somewhat weakens Shaposhnikov’s synthesis, but does not
undermine its foundations: marginal utility and costs of production are compat-
ible. The last step in Shaposhnikov’s investigation is to discover the laws of dis-
tribution, or to understand the origin of profits and of wages:

Two main streams can be identified among the theoreticians of distribution:
some see the source of non-labour income in the private ownership of means
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of production, which leads to inequalities between social classes. Profit and
rent are not logical categories of the economy, but historical categories —
this is the main idea found in Rodbertus. For the representatives of the other
stream, the source of non-labour income is not to be found in the historical
conditions of the economic activity, but in their natural and eternal
conditions.

(Shaposhnikov 1912a, 1)

In the remaining four chapters of his Theory of Value and Distribution (1912a),
Shaposhnikov provides a critical analysis of the theories of distribution belong-
ing to the second stream: Ricardo and Thiinen’s differential rent analysis,
Thiinen’s natural wage and profit doctrine, Bohm-Bawerk’s interest theory, and
the theory of marginal productivity of Clark and the American school. These
analyses are often accompanied by comparisons with the social theories of Rod-
bertus and Tugan-Baranovsky. At the end of his investigations on distribution,
which will not be covered here, Shaposhnikov reaches the conviction that:

no contemporary theory of distribution is able to accomplish this task [to
explain the source of non-labour income]. The assumption of free competi-
tion, which is so fruitful in the theory of value, is sterile in the theory of dis-
tribution. Hence, the question of the very possibility of an abstract—deductive
theory of distribution unwillingly arises. Should we adhere to Struve’s con-
sideration that ‘We cannot establish any abstract position or law on distribu-
tion ... [and that] the problem of distribution belongs to inductive sociology’
(Russian Thought 1911, 121)? Struve’s statement seems very close to truth:
the possibility of an abstract-deductive solution to the problem of distribu-
tion seems seriously doubtful.

(Shaposhnikov 1912a, ii)

Shaposhnikov’s analysis of the theory of value in his book is the following: a fol-
lower of the ‘mathematical school’ (albeit he himself makes parsimonious use of
symbols), he is enthusiastic about the subjective theory of marginal utility, in
which he sees a complement to the classical school costs of production theory. His
synthesis is motivated by the will to offer the most complete theoretical explana-
tion of the phenomenon of prices, which, for historical reasons, he calls value.

From Tugan-Baranovsky to Shaposhnikov

In a review of the first edition of Tugan-Baranovsky’s Principles of Political
Economy (1909) (three years before he published his Theory of Value and Dis-
tribution), Shaposhnikov welcomed the idea of a synthesis in the theory of
value:

In his book, he [Tugan-Baranovsky] wants to show the possibility of a new
direction, consisting to some extent of the synthesis of these two theoretical
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currents [Marxism and the school of marginal utility]. We can only welcome
Tugan-Baranovsky’s aspiration for a synthesis. At this junction in the devel-
opment of economic thought, such a direction of research seems to us the
most appropriate.

(Shaposhnikov 1909a, 49)

Shaposhnikov explains in the same review that Tugan-Baranovsky does not see
a contradiction between the theory of marginal utility and the theory of costs of
production. The latter blames the Austrians for not taking into account the theory
of production. And Shaposhnikov blames Tugan-Baranovsky for not acknow-
ledging Walras:

It is true that the Austrian school almost completely neglected this issue
[production], but apart from Menger, Bohm-Bawerk and Wieser, there are
other theoreticians of marginal utility. Walras, one of the founders of this
theory, has already shown that the production of individual goods must be
distributed so that their value (marginal utility) equals their costs of
production.

(Shaposhnikov 1909a, 50)

He goes further, accusing Tugan-Baranovsky of simply rehashing Walras:
‘Tugan-Baranovsky’s thesis is nothing else, in essence, than a paraphrase, in his
own words, of Walras’s famous theory of production’(Shaposhnikov 1909a, 50).
It should be taken into account that, by mentioning Walras’s theory of produc-
tion, Shaposhnikov does not have in mind the idea that Walras sad a theory of
production. He just meant that there is a place for a (classical) theory of produc-
tion in Walras’s pure exchange economy (see Shaposhnikov 1912a, chapter 1;
1912b, 1912c¢).

As far as Tugan-Baranovsky is concerned, therefore, Shaposhnikov concludes
that there is no great originality in his thought on value. But there is a misunder-
standing, and it clearly appears in the following passage of Shaposhnikov’s
review: ‘In the case where costs of production are only composed of labour —
and it is not always the case, as Tugan-Baranovsky himself recognises (pp. 361f.)
— the marginal utilities must be proportional to the labour expended in the pro-
duction’ (Shaposhnikov 1909a, 50). The misunderstanding lies in the fact that
Tugan-Baranovsky had two attempts at synthesis in his ‘complex story’ (which
are merged into the ‘simple synthesis’): the capitalist synthesis, implying costs
of production, and about which Shaposhnikov wrote; and the socialist synthesis,
implying only labour costs.

Shaposhnikov mixed these two syntheses, and took Tugan-Baranovsky’s cat-
egory of labour costs (or absolute value) as a historical category — as in Smith’s
‘early and rude state of society’ — instead of, as it should be in Tugan-
Baranovsky’s mind, as a logical category. This misunderstanding, intentional or
not, may be explained by Shaposhnikov’s approach to political economy in
general, and to the theory of value in particular.
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In his Theory of Value and Distribution (1912a), Shaposhnikov is concerned
by the theory of political economy. Shaposhnikov described himself as a fol-
lower of the ‘modern’ mathematical school (Walras, Pareto, Dmitriev) and there-
fore defines theoretical, or pure political economy, following Walras, as a
mathematical science, since it deals with relations and interdependencies
between different measurable magnitudes. Given this definition, there is no room
within the theory for ethics, which is clearly ruled out by mathematics. There-
fore, there is no mention of ethics in Shaposhnikov’s writings. Theories are not
fair or unfair; they are successful in explaining their objects and resolving their
issues, as in the field of value. Or they are unsuccessful, as in the field of distri-
bution. In the latter case, for Shaposhnikov, this opens the door to ethical con-
siderations, but outside the theory of political economy.

Whether Shaposhnikov simply ignored Tugan-Baranovsky’s ethical thought,
considering it as outside the field of theoretical political economy or whether he
really thought that Tugan-Baranovsky was writing on the historical significance
of labour costs is another question. '’

What can be ascertained is that the synthesis underwent a transubstantiation
and a transformation between Tugan-Baranovsky and Shaposhnikov: it was
stripped of its ethical component, in order to don a strictly mathematical form.

Shaposhnikov was convinced by the necessity to apply mathematical methods
in theoretical political economy. His main influences were clearly Walras, Ricardo
and Tugan-Baranovsky. As an astute observer of his contemporaries, he already
perceived that the leading researchers in value theory were Dmitriev and Bortkie-
wicz. Thus, the research programme of synthesis was followed by Tugan-
Baranovsky, Dmitriev, Bortkiewicz, Slutsky, Zalesky, Stoliarov, Girshfeld, Frank,
Bilimovic and Shaposhnikov, each in their own way. Tugan-Baranovsky certainly
gave the impetus for such development. His synthesis includes an ethical principle,
which is not present in the others. They favoured instead an ‘engineering
approach’, using the mathematical method as a way to encompass the interdepend-
ency of economic variables. These authors supported various conceptions of free
competition (Dmitriev rejected the classical concept of free competition, for
instance), and maintained different ideas on the question of distribution. But they
all considered that objective factors alone (the conditions of production or supply)
or subjective factors alone (consumers’ evaluations or demand) could only provide
part of the understanding of the phenomena of value and prices.

The demand side was borrowed by these Russian economists from Walras
(for Bortkiewicz, Dmitriev, Slutsky and Shaposhnikov), Menger (Tugan-
Baranovsky, Zalesky), Wieser (Tugan-Baranovsky) and Bohm-Bawerk (Tugan-
Baranovsky, Dmitriev, and Shaposhnikov), and they accepted the marginalist
theory almost without criticism (except for Bilimovic). The supply side, in con-
trast, was drawn from Ricardo (for most of the positive part) and Marx (for most
of the critical part). They investigated and handled various notions such as
labour value and costs of production, absolute value and relative value, and pro-
duction and reproduction costs, in order to extend and develop an unfinished but
not dead classical theory.
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In this sense, Tugan-Baranovsky, Dmitriev, Bortkiewicz, Slutsky, Shaposh-
nikov and others represent a Russian tradition in economic thought, that of a
synthesis: an attempt at synthesis between marginalist and classical theories,
between labour and value and between value and prices. The last two elements,
which were strong in Tugan-Baranovsky’s work, are less affirmed in the works
of his followers. The transformation of Tugan-Baranovsky’s synthesis had
started. And it continued with Yurovsky.

Yurovsky

One can consider that Jevons established a different science from Ricardo’s,
and Gossen could think that he was the Copernicus of social sciences, but
we will examine the evolution of economic thought from a different per-
spective than those of the economists of the middle and the late nineteenth
century. The line of development seems almost continuous: in Edgeworth
and Cournot, in Marshall and Jevons, and in Béhm-Bawerk and Menger, we
turn to Ricardo, Senior, J. B. Say, J. S. Mill, Hermann and Thiinen, finding
in the classical authors the sources of the contemporary achievements and
methods.

(Yurovsky 1919, iii-iv)

This section shows how the Russian synthesis evolved after Shaposhnikov. It is
argued that Yurovsky’s Essays on Price Theory (1919) represent the peak of this
line of research in Russia. Yurovsky’s Essays summarise and conclude the pre-
revolutionary Russian research on value and prices in the realm of synthesis. At
the same time, it imposed a radical transformation on the synthesis that marked
the end of its Russian-specific character. For this reason, Yurovsky’s attempt is
called the last synthesis.

Yurovsky’s Essays on Price Theory (1919)

Despite the many controversies about theoretical issues, disputes between
economists — at least among most economists — are not as great as a cursory
review of the literature would suggest. During the last one hundred and fifty
years, political economy has experienced many productive and creative
periods and successions of schools of thought producing new ideas and
rejecting the old ones. But if we leave aside the few remaining on the wrong
track or sneaking into dead ends, we can say that all theorists have worked
on the very same building. The work of predecessors is more often taken
and changed than subjected to destruction. It seems that no one defends this
view with such eloquence and conviction as Alfred Marshall.

(Yurovsky 1919, iii)

The Russian economist Leonid Naumovich Yurovsky (1884-1938) is known to
Soviet monetary historians as the architect of the Soviet monetary reforms in the
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1920s.'% In the pre-revolutionary period, he received an economic education in St
Petersburg and had Tugan-Baranovsky as a professor. He even published his lec-
tures notes two years before the latter published his famous textbook (see
Yurovsky 1907). He then studied in Germany, wrote a dissertation on the exporta-
tion of Russian corn, and obtained a PhD in 1910 at the Ludwig-Maximilian Uni-
versity of Munich under the supervision of Brentano. The title of the dissertation is
Der Russische Getreideexport: Seine Entwickelung und Organisation (Yurovsky
1910). After a career as a journalist (in China and Siberia), and before settling in
Moscow in 1921, he spent three years at Saratov University (1918-1921), where
he published his Essays on Price Theory (1919)."

The first of his Essays (Economy and Economic Value. Object of Political
Economy) is devoted to the definition of economics as a science, and contains an
appendix on the theory of marginal utility. It discusses the various definitions of
political economy, stresses its relative character, and addresses the issue of the
measuring of psychological states and the principles of maximisation of satisfac-
tion. The essay shows a wide knowledge of the marginalist literature, with com-
petent and up to date references to Western (Cournot, Jevons, Walras, Pareto,
Marshall, Edgeworth, Thiinen, Bohm-Bawerk, Auspitz and Lieben) and Russian
(Tugan-Baranovsky, Dmitriev, Shaposhnikov and Bilimovic) authors.

The second essay (Value and Prices as Functions of the Quantity of Goods
and the Equations of Exchange. The Principal Issue and the Method of Political
Economy) discusses the nature of pure economics, and its mathematical method.
It analyses in depth Walras’s exchange equations and argues that the method of
the marginalist economists is the same as the one used by Ricardo in his theory
of rent. The legacy of Thiinen and Cournot as forerunners of the new theories is
positively assessed.

The third essay (Main Cases of Equality between Supply and Demand. Eco-
nomic Statics and Dynamics) discusses the notion of equilibrium in political
economy and introduces a typology of economic theoretical systems (see espe-
cially Yurovsky 1919, 161-162). This essay distinguishes between economic
statics (A) and economic dynamics (B). Static equilibrium studies the relation of
supply and demand, while dynamic equilibrium additionally incorporates the
relation between production and income distribution.

The task of the theory of economic statics (A) is to discover ‘static equilib-
rium prices’, or average market prices. This is the equilibrium obtained through
the mechanism of demand and supply, as in Walrasian equilibrium prices. The
task of economic dynamics (B) is divided by Yurovsky into three successive
steps:

1 Theory of the stationary economy
2 Theory of economic evolution
3 Theory of economic cycles

The task of the theory of the stationary economy (B1) is to determine ‘dynamic
equilibrium prices’. Yurovsky defines these as ‘static equilibrium prices’ for



158  The Russian synthesis

which long term Ricardian costs of production are taken into account. The task
of the theory of economic evolution (B2) is to extend the explanation of prices to
considerations of income distribution, population growth, change in technique
and organisation, etc. Finally, the task of the theory of economic cycles (B3) is
to take into account the variations of prices in the various phases of the cycle:
crises, depression, and recovery.

The fourth and final essay (Imputation and Capitalisation of Income. Prob-
lems of Distribution) discusses the issue of distribution of income as being inex-
tricably linked to the problem of value and prices. In opposition to
Tugan-Baranovsky, Yurovsky thought that the theory of distribution must have
its place in the theory of prices, a place that still needs to be found. The essay
consists essentially of a discussion on the role of time in economic theory and
the study of the interest rate in the successive steps of his typology.

Yurovsky’s last synthesis

For Yurovsky, the theory of static equilibrium prices (A) found a perfect expres-
sion in Walras and Pareto’s theory (i.e. their exchange equations, together with
the notion of general equilibrium). However, his adoption of this theory is not
without reservation, especially concerning the notion of marginal utility.
Yurovsky is not optimistic about the commensurability of utility, but believes
that the theory loses nothing if it does not have such a standard of measurement.
In contrast, Yurovsky remarks that the hypothesis of continuous (vs discrete)
goods could severely reduce the practical significance of the theory.

Yurovsky used the example of 100 million Russian peasants each holding 0.1
tractors according to the theory of marginal utility. There should be, with con-
tinuous goods and by aggregating all individual possessions, ten million tractors
in the country. In practice, however, there would be no tractors.

More generally, Yurovsky advocates the Walrasian concept of equilibrium,
which is at the foundation of his attempt to introduce dynamics into economics
and move from static to dynamic equilibrium: first in the stationary economy,
then in the evolutionary economy and finally leaving the field of equilibrium for
crises and cycles.

In the field of static economics, short run supply and demand determine equi-
librium prices. And Ricardo had already perfectly defined the theory of dynamic
equilibrium prices (B1), or long run prices, with his theory of costs of produc-
tion. Yurovsky had not explicitly expressed his intention of building a synthesis
between Walras and Ricardo, but his theory of static and dynamic equilibrium
prices expresses nothing less than such an attempt. Moreover, his vision of pro-
gress in economic science supports this view.

Indeed, for Yurovsky, too much emphasis had been laid on opposing schools
of thought in political economy, while in fact they only applied different focuses
to the various parts of his typology. For instance, Ricardo essentially worked in
the field of economic dynamics (B), stressing the role of costs of production
(B1), and examining issues of growth related to the relation between value and
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distribution and issues of machinery and population (B2). For his part, Walras
formulated the developed version of the theory of economic statics (A), and
made some attempts in economic dynamics. Yurovsky congratulated Walras for
his attempts to introduce dynamic considerations in section VII of the Eléments
d’économie politique pure, with the ‘marché permanent’ (B1) and the ‘société
progressive’ (B2). In that direction, however, Yurovsky noted that Schumpeter’s
attempt seemed more promising.

Most economists and schools were therefore working on different aspects of
the ‘same building’, but for most of their work, they were using the same
concept — equilibrium — and the same tools — mathematics and reasoning at the
margin. Yurovsky evoked in this respect Thiinen, Cournot and Ricardo’s theory
of rent. There is almost no need for a synthesis: history of economic thought
follows a continuous line, according to Yurovsky’s reconstruction.

Yurovsky called for an evolution of economic research: from static and
dynamic equilibrium (A and B1) to evolution and cycles (B2 and B3). Inciden-
tally, his Essays on Price Theory (1919) went on to play such a role in the Soviet
Union: it closed the chapter on the Russian synthesis, ended the studies on static
and dynamic equilibrium prices, and announced the research agenda of the
1920s and 1930s: the study of dynamics, monetary fluctuations, crises and
cycles. For Yurovsky, the task of economic science moved, at the beginning of
the twentieth century, from statics to dynamics.

In the Soviet Union of the 1920s, Kondratiev’s Institute of Conjuncture would
symbolise this change and go beyond the Russian synthesis, but its spirit had not
disappeared completely. It would continue to survive in Kondratiev’s Institute.'®
Kondratiev’s own research programme was based on Tugan-Baranovsky’s
theory of crises. Moreover, Shaposhnikov and Slutsky were Kondratiev’s very
close collaborators in the Institute, and most Soviet economists were educated
with Tugan-Baranovsky’s textbook and read the works of the protagonists of the
Russian synthesis.

It is interesting to note in this respect that Shaposhnikov never returned to
‘static’ issues, as in his previous investigations. He worked on related but
dynamic subjects — like the influence of the velocity of money on the dynamics
of price — and never returned to his synthesis. The same applies to Slutsky and
other members of the Institute.

Yurovsky’s Essays on Price Theory (1919) inaugurated several transitions in
the history of Russian economic thought. It was the last state-of-the-art Russian
volume on marginalism in which the author could show such a positive appraisal
for a long time. It represents the transition point from static to dynamic
approaches in Russian economic thought. At the same time, it is also the last
explicit attempt at a synthesis between marginalism and the classical theory, and
in this sense represents the last attempt within the ‘Russian synthesis’. With this
last attempt, many concerns of the Russian synthesis disappeared.

First, Marx disappeared from the scene. Barnett searched through the whole
Essays on Price Theory and found only one reference to Marx: ‘Apart from one
mention in a footnote of little significance, Marx is nowhere to be found.’
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(Barnett 1994, 64) I performed the same exercise with Walras, and counted 23
references of greater significance. It means that, for Yurovsky, the classical
theory of value is Ricardo’s costs of production theory, as if Ziber never wrote a
line on Ricardo.

Second, value disappeared. Even if he frequently uses the expression ‘value
and prices’, it is only, for Yurovsky, to highlight that the concept of evaluation is
important. In contrast, there are many notions of prices in his work: market
prices, static equilibrium prices, and dynamic equilibrium prices (in a stationary,
evolutionary or cyclical framework).

Third, there is no transformation problem left, nor is it at the origin of the
investigation, since there is no value left to be transformed into prices. The dif-
ferent prices encountered in Yurovsky’s typology denoted instead a progressive
notion of dynamics.

Fourth, labour no longer plays any role in Yurovsky’s theory of prices. This
issue remains nevertheless open, since Yurovsky did not come to a decisive con-
clusion on the issue of distribution.

With these four points, Yurovsky’s synthesis departed from Tugan-
Baranovsky’s original synthesis, and seemed to catch up with Marshall.

Yurovsky and Marshall

Yurovsky’s last synthesis acted as a turning point for the Russian synthesis.
There is still, in his work, the idea of a synthesis between the subjective and the
objective theories, between the marginalist theory (Walras) and the classical
theory of value (Ricardo). But his attempt at a synthesis is, in several significant
aspects, more in line with Marshall’s approach.

First, Yurovsky’s static equilibrium prices (A) equate instantaneous demand
and supply, without taking into account the possibility of supply adjusting with
the new investments obtained through savings out of income. This recalls Mar-
shall’s market prices, in which supply is fixed in the very short period.

Second, Yurovsky’s dynamic equilibrium prices (B1) incorporate income dis-
tribution and allow the possibility of supply adjusting to expected demand. This
is akin to Marshall’s short period position, where producers can adjust their
supply ‘with the appliances already at their disposal’ (Marshall 1920, Book V,
chapter 5, §6).

Third, Yurovsky’s theory of economic evolution (B2), with income accumu-
lation and investment, evokes Marshall’s long period:

In long periods on the other hand all investments of capital and effort in
providing the material plant and the organization of a business, and in
acquiring trade knowledge and specialized ability, have time to be adjusted
to the incomes which are expected to be earned by them: and the estimates
of those incomes therefore directly govern supply, and are the true long-
period normal supply price of the commodities produced.

(Marshall 1920, Book V, chap. 5, §7)
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Fourth, Yurovsky’s interpretation of the transition from classical political
economy to marginalist economics is coherent with Marshall’s ceferis paribus
argument. Both considered that Ricardo and Jevons focused their attention on
partial aspects of the phenomena, being perfectly aware of the other aspects
affecting prices.

These four points undeniably initiated a process of catching up with Mar-
shall’s approach. Yet, there are still divergences between Yurovsky and Mar-
shall. Most significantly, Yurovsky followed Walras’s general equilibrium
framework and not Marshall’s partial equilibrium. Moreover, Yurovsky’s
emphasis on dynamics (B4) foresees another direction for research. The process
of catching up was only starting.

The evolution of the Russian synthesis

Tugan-Baranovsky was not the only Russian economist who attempted to
reconcile the marginal utility theory with the labour theory of value. V. K.
Dmitriev also tackled the problem. For him, however, it was a technicality
related to price level determination rather than a philosophical or an ethical
issue.

(Makasheva 2008, 80-81)

Everything started with the Marxian transformation problem. From Tugan-
Baranovsky’s attempt, the Russian synthesis is a consequence of the debate on
the transformation of labour value into prices of production.

First, Marx’s labour theory of value was strongly appealing in a country
where the link between labour and value was strongly felt. Second, an incompat-
ibility between labour value and market prices was perceived as unsustainable
after the positivist methodological approach gradually affected the Russian eco-
nomic profession starting from the middle of the nineteenth century, but produc-
ing its full effect only at the turn of the twentieth century (see Zweynert 2008).
Third, the simultaneous appeal of subjective theories in most areas of human
knowledge, and especially of marginalism in political economy, made it possible
for both theories to meet.

Despite Engels and Marx’s English residence, the Marxian transformation
debate was essentially a Continental affair. Since Engels’s Prize Essay Competi-
tion, most attempts to guess, criticise, amend or defend Marx’s transformation
procedure had come from German-speaking countries (C. Schmidt, Lexis,
Bohm-Bawerk, Bernstein, Hilferding and Sombart; see Dostaler 1978 and Alc-
ouffe et al. 2009), from Italy (Loria, Croce, Pareto, etc; see Potier 1986), or from
Russia.

In these countries, and for the period under investigation in this book, an
interest in Marx and in the marginalist theories — be it critical or supportive —
was not uncommon. There are many significant examples. For instance, the
German economist and statistician Lexis was one of the first participants in the
transformation debate (Jorland 1995, 69-73). He even, according to Jorland
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(1995, 240), introduced his student Bortkiewicz to this issue. But at the same
time, he was a lucid interpreter of the significance of the Walrasian pure math-
ematical system of equations (see Bridel 1996, 159-161, 175-181, 225). In the
same country, Bernstein, the revisionist leader within the Social Democratic
Party, proposed a reconciliation between Marx and marginalism (Dostaler 1978,
chap. 1V, Al) In Italy, where marginalism was widespread due to Pareto’s influ-
ence, Croce’s approach to Marx ‘is explicitly located within the field of the revi-
sionist critique’: he studied marginalism ‘for which he will manifest an almost
exclusive interest’ (Potier 1986, 156). And in Russia, a similar attitude is pro-
vided by Tugan-Baranovsky’s synthesis.

This was seldom the case in France and England (with a few notable excep-
tions, like Wicksteed). In England, even socialists were Ricardian, while they
were Marxists on the Continent. In France, the domination of the French liberal
school certainly impeded some Marxist vocations (see Arena 1995).

The Russian synthesis

Unmistakably, there were several different Russian attempts at a synthesis
between 1890 and 1920. However, a general pattern emerges from all of them.
The Russian synthesis in the theory of value and prices is characterised, in all
these attempts, by the inclusion in a general framework of value of two different
theories: first, a classical theory, representing the objective side of economic life
and depicting production relations; second, a marginalist theory, representing the
subjective side of economic life and depicting exchange relations. It resulted, for
all these authors, from a feeling that both theories were incomplete, with gaps
needing to be filled. There was also a common will to fill the gap between value
and prices, after Marx had separated them in the third volume of Capital. For
this reason, the mathematicians’ synthesis did not come out of the blue, but fol-
lowed the established tradition initiated by Tugan-Baranovsky.

There were, however, notable differences between all these attempts. Tugan-
Baranovsky’s attempt was started along Marx and Menger’s lines, while the
mathematicians’ attempts started along Ricardo and Walras’s lines. Tugan-
Baranovsky’s attempt is constructed within a normative and positive political
economic framework, while the mathematicians’ attempts are conducted as a
purely positive investigation. The former had in mind gravitation around ethical
value, the latter along a system of simultaneous equations. The platform for
reconciliation in the former attempt is economic planning, while that for the
latter is based on improved forms of demand (Walras) and supply (Ricardo).

The Marxian transformation problem in particular, and the relation between
value and prices in general, were subjected to two treatments. In the first synthe-
sis (Tugan-Baranovsky’s), value and prices are bound to diverge under capit-
alism, but a bridge may be established between the two until their reunification
under the socialist flag. In the second synthesis (the mathematicians’), there is no
reason to continue to distinguish value from prices: marginal utility and costs of
production are reconcilable without any need to refer to labour costs (labour
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value, in Marx’s terminology). Against all expectations, Russian economists of
the second generation of the synthesis invariably continued to refer in one way
or another to the notion of labour expended in production, with the notable
exception of Yurovsky. This inevitably re-introduced a notion of value next to
the category of prices. The justification of this re-introduction was not always
clearly spelt out by Shaposhnikov and his contemporaries. The clearest of them
on this issue, Bortkiewicz, saw in the system of labour value an explanation of
the existence of profit, the determination of its /evel being provided by the
system of prices (see Faccarello 1983, 137). For his part, Shaposhnikov is more
concerned to show the superiority of the mathematical method by exposing the
compatibility it allows between the classical and the marginalist approaches.

Tugan-Baranovsky’s synthesis was intended as a reconciliation between
labour and marginal utility (see line 1 in Table 6.3), or between Marx and mar-
ginalism, but it ended as a synthesis between costs of production and marginal
utility (Table 6.3, line 2). With Shaposhnikov and the mathematical economists,
there is a shift in the focus of the synthesis: Ricardo’s costs of production are
reconciled with marginal utility. But, at the same time, there is an attempt at a
reduction of these costs of production into labour, with the notion of the total
sum of the labour embodied in the production of a commodity under current
technical conditions. This results in a return to the Marxian transformation
problem, and puts a new focus on the synthesis between labour and costs of pro-
duction (Table 6.3, line 3). For his part, Yurovsky abandons the claim of any
link between labour and costs of production (Table 6.3, line 4). Table 6.3 sum-
marises the evolution of the Russian synthesis at different stages: Tugan-
Baranovsky’s socialist synthesis (1), Tugan-Baranovsky’s capitalist synthesis
(2), Shaposhnikov and the mathematicians’ attempts (summarised under the
label ‘Shaposhnikov’), and Yurovsky’s last synthesis (4).

It has always been clear what the subjective side was in the Russian synthe-
sis: first Menger, then Walras. In the latter case, it is better to refer to Walras’s
mathematical method and tools embedded in an Austrian terminology. In con-
trast, there was always an ambiguity about what was the objective side in the
Russian synthesis: Marx or Ricardo? When Tugan-Baranovsky tried to reconcile
Marx with Menger, he ended up, with his capitalist synthesis, in a reconciliation
of Ricardo with Menger. And when Shaposhnikov tried to reconcile Ricardo
with Walras, he introduced a procedure of transformation between Ricardo’s
costs of production and Marx’s labour value. But in the background, and this

Table 6.3 Comparisons within the Russian synthesis

Value Prices
1. Tugan-Baranvosky Labour costs Marginal utility
2. Tugan-Baranovsky Costs of production Marginal utility
3. Shaposhnikov Labour costs Costs of production Marginal utility

4. Yurovsky Costs of production Marginal utility
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clearly becomes apparent in Table 6.3, Ziber’s influence is still present. Ziber
provided an understanding of a classical theory of value encompassing Ricardo
and Marx. And this reading of the classical theory of value, however trans-
formed in the successive attempts at synthesis by Tugan-Baranovsky, Shaposh-
nikov and his fellow mathematical economists, is still very much present in the
background. Only with Yurovsky does Ricardo get rid of every Marxist
interpretation.

The Russian synthesis can finally be characterised as the series of attempts at
synthesis between marginalism — Walrasian mathematical tools in an Austrian
terminology — and a classical theory of value — inherited from Ziber’s reading of
Ricardo and Marx.

This Russian synthesis is the result of two legacies. First, the Marxian trans-
formation problem is at the origin of the lines of research that led to these
attempts at synthesis. Second, Ziber’s reading of the classical economists is at
the origin, conscious or not, of how Russian economists understood the trans-
formation problem, how they read the marginalists, and, finally, how they pro-
duced their syntheses. In an ethical and normative framework, or within the
mathematical school, notwithstanding the differences these imply, the Russian
synthesis is singular and specific, in that it strives to maintain a strong link
between labour, value and prices.

With Yurovsky’s Essays on Price Theory (1919), the link between labour and
value was broken, the notion of value disappeared, and the Russian synthesis
lost its peculiarities, and began the process of catching up with Marshall.

Notes

1 Bukharin composed this book in 1913-1914 between Vienna and Lausanne. The
manuscript was first lost, then retrieved and eventually published in Russian in 1919.
It was further translated in German in 1925, in English in 1927 and in 1967 in French.
The appendix in question was, however, already published in German in 1914 in Die
neue Zeit, and it originated, as will be seen, in the early 1910s partly as a consequence
of the teaching activities of Shaposhnikov.

2 On the Russian (and Soviet) school of mathematical statistics, see Eliseeva (2003)
and Barnett (2011).

3 These scarce biographical elements are taken from Shaposhnikov’s obituary essay
(1914).

4 Dmitriev intended to write a second series of at least three further essays, on the
theory of rent, on the theory of industrial crises and on the theory of monetary circula-
tion (Nuti 1974, 30). This plan remained an intention.

5 It must be noted that although Dmitriev recognised Tugan-Baranovsky as a great eco-
nomist, and globally reviewed the latter’s Principles of Political Economy favourably,
he had a bad opinion of his theory of costs of production and of profit. About costs of
production, he wrote: ‘we must recognise that, as a theory of price, this theory takes
us back to the pre-Ricardian (and in some respects pre-Smithian) period’ (Dmitriev
19090, 116-117).

6 Barnett’s translation of the table of contents has been used: for more details (includ-
ing translation of sections within chapters), see Barnett (2011, 207-215).

7 Bilimovic, Alexandr Dmitrievich (1876—-1963) was professor of political economy at
the University of Kiev between 1909 and 1920. He lived thereafter abroad: at the
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Universities of Ljubjana (1920-1944) and Berkeley in California (since 1948). For a
general presentation on Bilimovic, see Susjan (2010).

At the time of printing this book, Petr Kljukin, from the Higher School of Economics
(Moscow), is preparing a volume of Shaposhnikov’s collected works (in Russian).
The life of Shaposhnikov being not well known, this section uses all the scarce
sources available (Shukov 1980; Barnett 1995, 415-416 and 2005, 70-71; Belykh
2007, 11; and Kljukin 2010b, 673—675), to which new bibliographic records from the
National Library of Russia are added, as well as new archival material (letters from
Shaposhnikov to Bortkiewicz).

The journal Kriticeskoe Obozrenie (Critical Review), published between 1907 and
1909, specialized in book and literature reviews on philosophy, politics, law, eco-
nomics and natural sciences. Dmitriev was also an active contributor to the economic
section of this journal.

Bukharin wrote a critique of Tugan-Baranovsky’s theory of value for this seminar.
The following year, he attended Bohm-Bawerk’s lectures in Vienna. This was fol-
lowed by a spell in Lausanne to study Walras and other mathematical economists at
the University Library, while completing his book on Austrian value theory, Eco-
nomic Theory of the Leisure Class ([1919] 1927), with the paper on Tugan-
Baranovsky as an appendix.

The Institute published a periodical Economic Bulletin of the Institute of Conjuncture
between 1922 and 1929 and an irregular series Questions of Conjuncture between
1924 and 1928. The former collected data, indicators computed by the Institute, and
methodological and theoretical papers by the members of the Institute, including Kon-
dratiev, Slutsky, Shaposhnikov, Konyus, Chetverikov.... The recent publication by
Kljukin of a collection of the most interesting articles from these journals, together
with a useful historical reconstruction, in one volume will hopefully contribute to a
renewed appreciation of the highly interesting debates in the 1920s (see Kljukin
2010b).

In particular, he made use of this example: one cannot exchange a piece of bread for
the equivalent in opera, because it is not possible to buy a ticket for less than the full
event.

It is useful to remember that, for Dmitriev, the mechanism of competition does not
lower prices to costs of production, but on the contrary costs of production are rising
toward prices, due to rational overproduction and extra inventory. Shaposhnikov
refutes this argument in his review of Dmitriev’s work (Shaposhnikov 1905).
Shaposhnikov had a complex and not only scientific relationship with Tugan-
Baranovsky. For example, his dissertation (Theory of Value and Distribution) was
ready in 1912 in St Petersburg, but its defence took place only in 1913 in Moscow. In
a letter to Bortkiewicz, dated 14 November 1912, he commented:

I do not know what to do with my dissertation. Tugan-Baranovsky had a rather
strange position towards me. During the summer, he promised to expedite the
convening of my defence. But when, in autumn, I raised the subject again, he
stated that he had no time to write his report on my book to the faculty, and that
he could do it only during the second semester. But after Christmas, he probably
won’t be any longer at the university. The Minister [of National Education]
allowed him to teach only until the holidays. I don’t know how to react. To take
back my book from the faculty and submit it to another university will probably
generate undesirable rumours, and the prospect of Kistyakovsky as opponent at
the defence does not make me smile either. In brief, the situation is very
confusing.

His book Currency Problems and Policy in the Soviet Union published in 1925 in
English in London, is an interesting blend of policy testimony and discussions of
theoretical issues, such as the introduction of a new currency, the circulation of



166  The Russian synthesis

parallel currencies and the problem of a moneyless economy (see Yurovsky 1925).
On Yurovsky’s Soviet years, see also Barnett (1994) and Goland (2008).

17 This work has already been discussed once in the English language. See Barnett
(1994, 64-67).

18 On Kondratiev’s Institute, see Barnett (1995) and Kljukin (2010b).
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Conclusion

This book offers the first history of the Russian synthesis. The theoretical context
in which this synthesis took shape has been outlined in the first part of this book.
After the basic concept of value and prices in Russian economic thought was
defined (Chapter 1), it has been shown that in the 1870s Ziber already provided
the basis for an interpretation of a classical theory of value embedding the lega-
cies of both Ricardo and Marx (Chapter 2). It has further been argued that this
only delayed the reception of marginalism in Russia, which entered the country
only in the 1890s, first in its Austrian version, then in the mathematical Wal-
rasian version. It has been shown that the marginalist theories were perceived
as theories of exchange only and not as theories of production (Chapter 3).
Once all constituting parts were laid down, the history of the Russian synthesis
is carefully reconstructed in the second part of this book (Chapters 4 and 5 for
Tugan-Baranovsky; Chapter 6 for Dmitriev, Bortkiewicz, Slutsky — and others —
Shaposhnikov and Yurovsky).

It all started from the Marxian transformation problem

The starting point of the research programme into value and prices in Russia is the
Marxian transformation problem. This debate encouraged some of Marx’s sup-
porters to find solutions outside the Marxist camp. Tugan-Baranovsky provided
two answers. First, he offered to correct Marx with a numerical solution to the
‘inverse transformation problem’, suggesting transforming prices into value.
Second, he proposed his ‘no transformation’ hypothesis with his attempt at a syn-
thesis between marginal utility and the labour theory of value. There is no possible
synthesis between value and prices in capitalism, while the synthesis becomes pos-
sible under socialism with a rational organisation of production through an ‘eco-
nomic plan’. In this case, prices are planned in order to follow ideal values. The
transformation of prices into value is thought of as an historical (or utopian)
process. The synthesis acts here as a reformulation of the transformation problem.
It should be underlined, as it is rather uncommon, that in both solutions Tugan-
Baranovsky proceeded from prices to value and not the other way round.

After Tugan-Baranovsky, in his own attempt at a synthesis, Shaposhnikov also
tackled the transformation problem. Shaposhnikov tried to show the compatibility
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between labour values (quantities of labour time) and costs of production: wages,
profits and rent. The issue of rent having been discarded, as Ricardo did in his
time, the relation between profits and wages was still waiting for an explanation. It
came from the transformation of capital into labour.

The idea of reducing several factors of production into one is not new. Specifi-
cally, the idea of reducing capital into labour, by considering capital as previous
quantities of labour, was an idea developed several times earlier in the literature. It
was revived by Marx and later on by Tugan-Baranovsky, who explained, without
however demonstrating it, that there was no need to calculate an infinite historical
regression to the very first capital good. It was enough to consider recursively, in
the present day technical conditions, all the means of production necessary to
produce the good in question here and now. This processing of capital as labour
took over the mathematical formulation, first advanced by Dmitriev in 1898: the
total amount of direct and indirect labour embodied in a commodity is given by a
system of simultaneous equations with commodities producing other commodities
by way of coefficients of production. The resulting labour value is eventually
transformed into Ricardian prices of production, given that one good is taken as a
numeraire. The rate of profit is obtained from the technical conditions of produc-
tion in the wage goods sectors, together with the given real wage rate. This last
result, obtained by Dmitriev and retrieved with amendments by Bortkiewicz, was
severely condemned by Shaposhnikov. Like most Russian economists rejecting
distribution theories, he saw here another limitation to theoretical economics,
which was unable to explain the origin of profit without first taking a real wage
rate as given. The theory of prices was compatible with a theory of value which
could be reduced to labour, at the cost of settling ex ante the conditions of the
theory of distribution.

The first ingredient of the synthesis: Marx and Ricardo

The transformation problem is not the whole story; it is only the starting point of
the Russian synthesis. The latter was a combination of an objective theory of
value depicting the conditions of production with a subjective theory of prices
representing human needs.

For Tugan-Baranovsky, the objective theory of value is the classical theory of
value. By 1890, he had not clearly distinguished the theory of Ricardo from that
of Marx, and he considered that they had a labour theory of value. In his ‘simple
synthesis’, with labour as the only explicit factor of production, this identifica-
tion of Ricardo with Marx is simple enough to be managed. In his ‘complex syn-
thesis’, however, there is a distinction between a costs of production theory in
the historical economy (capitalism), and labour value (which he called labour
costs) in the logical economy. Indeed, in a very Marxian fashion, costs of pro-
duction are the mere appearance of the phenomena of labour value. But at the
same time, and closer to Tugan-Baranovsky’s interpretation of Kant than to
Marx’s, labour value conforms to the social ideal, in which the economy is only
a means to achieve humankind’s needs (vs capitalists’ needs). Ricardo’s costs of
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production and Marx’s labour value have their own place in Tugan-Baranovsky’s
attempt at a synthesis.

For Shaposhnikov, the objective theory of value was also the classical theory
of value, understood as Ricardo’s costs of production theory. His synthesis was
nevertheless accompanied by a concern to show that, regardless of moral con-
siderations, labour could fit into his mathematical synthesis. The transformation
(or reduction, in Bortkiewicz’s terminology) of costs of production into dated
labour showed that, once again, Marx and Ricardo were both present in this
attempt at a synthesis.

This perceived indecisiveness in the Russian synthesis is perfectly under-
standable if one remembers that Ricardo and Marx were both introduced in
Russia by Ziber in the 1870s. Ziber offered a — retrospectively confusing — inter-
pretation of Ricardo and Marx that was very influential. According to this
reading, there is homogeneity in the classical school: both Ricardo and Marx
were supporting the same classical theory of value, which embodied both the
social labour theory of value and the individual costs of production theory. There
is therefore nothing odd in the attitude of Russian economists towards their clas-
sical theory of value, seen as represented by both Ricardo and Marx.

The second ingredient: marginalism

In addition to that singular Russian classical theory of value, the subjective
theory of prices was borrowed from the marginalist theories. The first wave of
marginalism was Austrian. It settled in Russia and imposed its own terminology.
The second wave was Walrasian and was steeped in mathematics.

Accordingly, Tugan-Baranovsky’s marginalism was Austrian, and was pre-
sented with the help of Menger’s schemes. The subjective value is rendered for
him by a system of determination of relative prices, which is restricted to the
exchange of a number of goods, given with objective conditions. It should be
remembered that Tugan-Baranovsky had no knowledge of Walrasian general
equilibrium but that he interpreted the interdependence in the economy, through
the Marxian notion of reproduction scheme, as a form of circular representation
of the economy. For his part, Shaposhnikov used a Walrasian general equilib-
rium and the notion of interdependence as his method.

For all protagonists of the Russian synthesis (including this time even
Yurovsky), the marginalist theory of prices was not self-sufficient. It could not
explain prices without the help of the classical theory of value, since it expressed
only the subjective side of economic life, and therefore overlooked production.
Marginalism was perceived as filling the gap of the missing demand side. This
clearly supports the idea that marginalism only brought change within con-
tinuity. In others words, the ‘marginalist revolution’ was by no means a revolu-
tion in Russia. It was not throwing away the old theories; it was only completing
them.
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Since the Russian synthesis involved a dialogue between marginal utility and
costs of production, understood as the sum of wages, profits and rent, this
implied that one expression of the classical theories of value, i.e. costs of pro-
duction, had been selected, while the others, essentially the quantity of labour
theory, had been rejected. It meant, significantly, that Marx’s theory of distribu-
tion (surplus originates in the exploitation of labour) did not fit into this scheme.

This is where the dual understanding of the classical theory of value proved
particularly useful. For Shaposhnikov, costs of production and labour value were
interchangeable. For his part, Tugan-Baranovsky’s attempt at a synthesis trans-
lated a desire to keep a strong normative content in the notion of value. Value in
this case was thought of as an ideal price. He kept the two notions — costs of pro-
duction and labour value — but assigned to them two different domains of
application. The difference between actual prices and ideal value measured the
degree of unethical behaviour, the degree of remoteness from socialism, eventu-
ally defining an empirical measure of exploitation.

The end of the Russian synthesis?

For his part, Yurovsky was neither interested in the Marxian transformation
problem, nor in any link between labour and value. Nevertheless, as the last rep-
resentative of the tradition of the Russian synthesis, he felt the need to combine
classical political economy and marginal utility.

What distinguished the Russian synthesis from the Marshall approach is first
and foremost the will to keep a strong link between labour and value, while
stressing at the same time the need to reduce the gap between value and price.

Indeed, by starting with Marx, the Russian synthesis was designed never to
become Marshallian; it was insulated from English marginalism for more than
two decades after the introduction of marginalism in Russia in 1890. But, as in
Western countries, the influence of Marshall seriously grew at the end of the
1910s, in spite of Walras’s general equilibrium already being deeply rooted.

In actual fact, political circumstances prevented the confrontation of Walras
and Marshall in the writings of Russian economists. From the 1920s onwards,
immediately after Yurovsky’s Essays on Price Theory, it became politically dan-
gerous to bring marginalism and any conciliatory attitude towards this theory
into the debates. Marginalism was banned, and the Russian synthesis was no
longer on the agenda. But it did not signal the ultimate transformation of the
Russian synthesis — its disappearance. The whole intellectual legacy that had
accumulated in the Russian synthesis by the end of the Tsarist regime in Russia
did not evaporate in 1917.

The Russian synthesis, as distinct from other European approaches on value
and prices, failed to find its place in global economic thought. Only parts of it
were considered theoretically and analytically convincing, and these parts are
already well known: the contributions to the Marxian transformation problem,
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and those by Dmitriev and Bortkiewicz to the mathematical development of the
classical theory of value and distribution. Retrospectively, this history of the
Russian synthesis looks like the story of a failure.

This story has nevertheless much to teach. On Ricardo and Marx, for instance,
the Russian synthesis did not help us to grasp their theories of value and prices,
or to better understand the difference between them. But the ways these theories
were read, modified and appropriated were an important step in the understand-
ing of the future debates on planning: from Ricardo and Marx to planning
through Ziber and the Russian synthesis. These future debates were also steeped
in Austrian and Walrasian marginalism, which has been somewhat neglected.
Some protagonists of the Russian synthesis participated in these debates, and
their students kept the Russian synthesis in mind. The Russian synthesis thus
survived both inside and, with emigration, outside the USSR.

Value and prices

The Russian synthesis was an attempt to bring the notions of value and prices
closer together, first for ethical and practical reasons, then for logical reasons.
For Tugan-Baranovsky, value always retained its own heuristic, it coexisted with
price. For Shaposhnikov and the mathematicians, value merged with prices and
lost its autonomy. This articulation between value and prices shows how related
the Russian synthesis and the Marxian transformation problem are.

In the Russian synthesis, a system of prices exists with a system of value at
the same time, and not according to a short period—long period articulation a la
Marshall. Marginal utility and costs of production play a dominant role in the
system of prices, while labour keeps playing a very important role in the value
system. It is precisely this articulation between value and prices that allows this
singular — Russian — connection between labour and value.

The very idea of keeping a link between labour and value disappears with
Yurovsky’s last synthesis, and thereby the Russian synthesis lost its particular
identity. Behind the link between labour and value, on which the Russian syn-
thesis was based, hides a conception of distribution which the Russian econo-
mists, while catching the train of marginal utility theory, were trying to pack in
their suitcases.
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