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Austro-Marginalism contra Austro-Marxism.*

1.

The permanent confusion,

It is not clear whether the value debate became so:t confusing because it
lasted so long, or whether it lasted so long because it is so confusing.
By 1804 Lauderdale had become so perplexed by the frustrating stage of
this debate that he compared the search for the true value with the hunt
for the philosopher's stone. 1

Undaunted by Lauderdale's warning, in 1932
tl

the German association of Economists (Verein fur Socialpolitik)
a whole convention for the discussion of the true value. 2

set aside

Even today the

.

debate continues, as Boulding presents the Walrasian position while
Russian and Yugoslavian Marxists defend the labor value theory,3

The

following confrontation of the Austro-Marxists and the Austro-Marginalists
reveals some reasons for the permanence and the confusion of this discussion.
2.

The two debating teams.

The debate began about 1880 and ended with the destruction of the Austrian
socialist P.arty in'l934.

The controversy first centered around the Marxian

labor value and later shifted to a confrontation of labor value with the
Austrian formulation of marginal utility.

*

About 1880, Cacl Menger in the

The author is very grateful for a grant which he had received from
the Florida Presbyterian College for visiting the library of the Hoover
Institution on War, Revolution and Peace. He is very much indebted for
the assistance given by the librarians at that institute: . In re~ising
his paper the author benefited from the discussion with ·Professor . ·
Attilio Bagiotti at a conference at Duke University in December 1968.
He is especially thankful for the remarks of Professor Pasternak,
University .of South Florida, and of his assistant, Jim Reed. ·
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additions to his principles c~iticised the Marxian law. 4

Eugen von

B~hm-Ba\verk attacke d this dogma twice, first in his critical History of

the Int eres t ThcoriesS and second in his paper, "Karl Marx and the close
of his system," which was entirely dedicate'd to a refutation of the labor
val ue thcory.6
dogma.

Young socialists rallied to the defense of the Marxian

They were students and young doctors from the University of

Vienna;

Rudolf Hilferding, Max Adler, Helene and Otto Bauer, Karl Renner,

Emil Lederer, and others.

They were the theorists and the future leaders

of the Austrian socialist movement and the future statesmen of the Austrian
republic.

Karl Renner, Emil Lederer and Otto Bauer represented interesting

sp ecimens of minds beset by cross currents.

They were Marxian experts who
I

.

were also well versed in the casuistry of Austr,ian marginalism.
.
year 1893, Karl Renner studied under Carl Menger and Philipovich.

In the
He

mastered Marx's labor value theory, the Viennese Marginal utility laws
and Philipovich's principles of welfare theory simultaneously.7

In their

later scientific careers, the Austro-Marxists also tried to reconcile
these value concepts, but not all of them followed the approach of Karl Renner.
The logical difficulties of harmonizing these values did not trouble Rudolf
Hiferding very much.

.

.

He was convinced that das Kapital was better suited

for economic analysis than the academic science of

~arginalism.

Therefore

he considered himself well suited for the defense of the labor value.

When

he and Max Adler began the publication of the Ma rx Studies, they printed
his defense in the very beginning of the new publication.

II

Bohm' s attack

and Hilferding's defense will be presented here on an antithetica~·table:

3

3.

The dialogue Bghm~Bawerk--Hilferding.
Hilferding·.

1. The fallacy of the
Aristotelean proof

la.

Labor value and society

Marx took ·a pag·e from Aristotle and
claimed that goods are exchanged in
proportion to a common element within them.
Marx conducted the search for
this common element in an arbitrary
fashion. He paid attention only to
those exchangeable goods which are
products of labor. Gifts of nature
were neglected.

In . the political economy (i.e.
Marxian economy)'only the social
aspects of the exchangeable goods
will be considered. The commodity
is an expression of social relations, it is a product of society.
"For the society,. which does not
exchange anything, the commodity
is nothing but labor. The members
of society can relate to each
other."8 The essence of the social
economy is labor.

2.

2a. Use value and the natural
quality of things.

Use value and exchange value

There cannot be an exchange value
where there is no value in use,
but there can be an exchange value
without labor costs.

3. The contradiction bet\veen the
first and the third volume of
das Kap"i.tal.

Each theory based on the use value
co~siders only the subjective and
individual relation between men
and things and not the social
relation of human beings.

3a. Difference between value and
price.
II

It is Bohm-Bawerk's error to conIn the first volume Karl Marx claimed fuse value with price. Only if
value and price were the same, a
that value is based on labor alone.
continuous deviation of the price
All goods exchange in proportion to
the labor which is used to produce
. from the value would be. a contrathem.
·
. .
diction against the value theory.
In the third volume Marx analyzed The value determines the price only
the formation of an average rate of
in the "lasf resort."9 (In Letzter
profit \vhich is the result of competi- Instanz.) .~
tion. This rate of profit can only
exist, as Marx himself confessed,
because commodities do not exchange
in proportion to embodied labor.
It is clear, BHhm-Bawerk writes,
. that this equalization of profit
changes the significance of the value
theory. In the first two volumes of
das Kapital, value is the gravitation
center of exchange.lO The third volume
reveals t~at prices are definitely and '
permanently pushed toward a different
centre of gravitation, \vhere prices
are determined by wages and profit,
the so-called cost-price.

4

With all his wit and acumen Bghm-Bawerk performed an unnecessary task.
In a footnote in the first volumell of das Kapital and very elaborately
in the third volume of das Kapital, Karl Marx had admitted already that
goods do not exchange proportionally to the inherent labor.

Therefore,

II

Bohm-Bawerk performed the superfluous and his opponent tried the impossible.
Hilferding made three assertions:

First, utility can express only the

relation of man to matter, but not the relation of man to man.
there is a difference between price and value.

Third, in the last

resort (In Letzter Instanz) value determines price.
declarations is very convincing.

Second,

None of the three

Even in Hilferding's time the Austrian

school had proven that a bridge between price and value exists, because
maximizing of utility is the basis for
· social interaction in the market.

ind~vidual

decision making and

The price is the outcome of many indi-

vidual decisions based on marginal utility.
third statements contradict each ;ther.

Hilferding's second and

For a Marxist like Hilferding

there may be a difference between price and value, because in the first
volume of das Kapital goods exchange proportional to labor value, in the
third volume of das Kapital goods exchange proportional to cost-price,
i.e. wages and profit.
value.

This

p~ice

is either above or below the labor

Besides, the \vording "in the last resort" is so ·vague that it

can have many different meanings.

In the last resort scarcity, utility,

social organizations etc. can determine the price.
4.

The unfinished synthesis ..

Time and again this criticism has been leveled against these and similar
justifications of ·the Marxiam value theory.

For reasons I discuss later,

this criticism has not prevented the renewa l of the defense.

Hilferding 's

5

friends came to his rescue.

Helene Bauer and Otto Leichter followed the

orthodox line while the others wrote as if the academic leaders of the
Viennese economic seminars were looking over their shoulders and correcting
their mistakes.12

Otto Leichter used the labor value theory to calculate

the distribution of revenues in a socialist economy.l3
inherent in the

con~odities

in form of labor tickets.

The amount of labor

is measured and the workers receive their pay
Leichter revived Robert Owen's projects to

create a labor currency and to pay workers in labor hours.
had published his plan, Ludwig von Mises, the

etern~l

Before Leichter

gadfly of the

socialists, noted two errors of this old plan: . First, this pure labor
calculation "leaves the employment of material factors of production out
of account."

Second, this system of figuring ignores the different
•
qualities of labor. 14 Not all the socialist computations could be so

easily refuted as Leichter's plan.l5
Neither Leichter nor Helene Bauer were as interesting as those heretical
Marxists who tried to combine Marxism and Marginalism.

As mentioned

before, Karl Renner, Otto Bauer and Emil Lederer worked on a combination
of ' the two value positions.
two systems.
as follows:

.

None of them reached a perfect blend
of the
.

With some exaggeration their position could.be characterized
The labor value provides some functions for theoretical

• analysis which marginal utility theory cannot perform at all or does not
execute as well.

They could not agree on the task which labor value

could perform.
Otto Bauer believed that the fields for the two values could be completely
separated,l6

With the help of marginal utility and the Anglo-American

equilibrium method, he explained the market price.

Marginal utility mainly

6

connect the consumer with consumer goods,

Marx, so Bauer claimed, dealt

with what completely different classes. of society contribute to the
national product and '"hat they receive as compensation.

Renner gave

labor a sociological function, but he did not clearly indicate what it
was.

He called labor value the "demiurgus"

economy.

or creator of private

17

In comparison with Otto Bauer and Karl Renner, Lederer's position was
complicated and sophisticated.

Labor forms the ideal yardstick, the

cause of the partial and the general equilibrium.

The exchange of pro-

duction, the accumulation of wealth, and all quantitative relations can
. 1 a b or quant1t1es.
. .
18
b e expresse d 1n

The selection of this measuring

stick is justified, because ••in the last resort" prices gravitate towards
1

labor costs,

Marginal calculation can also describe the partial equi-

librium, but labor value can explain the long-run price and the long-run
quantitative relation of exchanged goods.l9

If exchange relations can

be reduced to labor costs, then the problem of imputation, the permanent
and unsolved riddle of the Austrian marginal school, can be solved. 20
After having solved imputation, Lederer turned to another important
aspect of marginalism, the general equilibrium theory.
another proof of the efficiency of labor value.

Here he found

He proposed that the

Marxian value was as well suited for equilibrium analysis as the marginal
approach,21

Consider that all producers are workers, that only labor is

necessary for production·, that the means of production are the same in
each branch of production, and that they are worn out at the s~me time.
Then' each producer will only work if the amount of his product and in
combination with it the degree of satisfaction is not greater in any

7

other production.

If the deduction, Lederer continued, started with

the ma rginal calculation, the identical result will occur.

Products will

exchange as if labor time as the measure of value is acknowledged by
everybody.

If every producer

str~ves

after the

maximu~

of satisfaction,

all producers will receive for equal labor equal equivalents in utility
value, i.e. products will exchange proportional to embodied labor.

Here

the results of das Kapital and of the Positive Theory of Capital are the
same.

The products have the same value because equal labor has been

used for their production, the products have the same utility value and
they give the same marginal satisfaction.22
.,

.I
This synthesis of two schools, so at variance with e·ach other, works
only under very exceptional conditions, which ate far removed from reality.
The relation of machine capital to payroll and the rate of depreciation of
capital must be the same in all different fields of business.

The assump-

tions are so specialized_, that the applications of this model to reality
is very restricted,
5.

The debate and its background.

It is difficult to believe that Lederer himself was satisfied with this
artificial justification, or that Bauer or Renner could be content with
the vague explanation they offered.

As will be shown later, they could

remain Marxists without their defense of the indefensible labor value,
but it fascinated them as it had Bghm-Bawerk.

II

Bohm-Bawerk wrote 115

pages to prove a foregone conclusion, self-evident outside the Marxian
camp.

For such a strange debate, motivations must have existed which

were not entirely of scientific origin.

8

The only scientific conviction which played an essential role in this

.

debate was the dogma of the key theory.

The two opposing groups believed

that all economic problems could be solved with the help of one basic
II

law.

For Bohm the pivotal CQncept was marginal utility and for the

Narxists, the labor value.

"The idea of marginal utility is so to speak

a magical formula (Zauberschl~ssel) with which the expert can analyze
the most complicated phenomena of economic life and the most difficult
problems of economic science. 11 23

It was the goal of the Austrian school

to reveal all the phenomena of business life as variations of the law
of marginal utility.

They were not completely successful.

The

i~putation

or the analysis of distribution with the help of the marginal value is
a field which the Austrians could not master with their tools. Helene
•
_Bauer successfully attacked this weak spot of the marginal system. 24
But she, like other Marxists, believed that the
and fell with the labor value theory.
agree with this dogmatism.

Ma~xian

system stood

Not all ,Marx interpreters would

Joan Robinson w·rote:

"No point of substance

in Marx' argument depends on the labor theory of value."

Ben Seligman,

accepting her claim, enumerated a number of theories which were free from
the labor metaphysics, e.g. the circulation and the dynamic accumulation
process. 25

But this breakthrough in the Marx discussion was a product

of later and more sober reflections.

Around 1900 every participant in

this dispute considered his value a metaphysical or moral entity.

This

exaltation was shared by orthodox and by moderate Marxists as well as
II

by Bohm-Bm..rerk.

II

Marginal utility had the same gloriffed rank in Bohm-·

Bawerk's thinking as the labor value with the Marx-interpreters.
II

At first sight it seems that a hunt for Bohm-Ba'tverk's metaphysical bias
leads no>..rhere.

Apparently he was adverse to any speculation.

But in the

·.

9

end of his standard \·mrk, The Positive Theory of Capital, he revealed
convictions which transcend the analysis of reality.

His "good economy"

(die gute Wirtschaft) is a late offspring of Habsburg-Baroque philosophy,
which has borrowed heavily from the Leibnitzian predestinated · harmony. 26
B~hm-Bawerk drew a modernized form of Leibnitz' "best of all worlds."

Here everybody finds his niche and maximum satisfaction, if marginal
utility is the guide for household planning.27

The quiet happiness

" im Winkel) can be reached
apart from public strife (das stille Gluck
even by the humble worker.

This quietist sociology. with its obedient

citizen and its modest worker was part of a conservative world view.
"Nothing can happen to me" exclaimed a pauper in Anzengruber's popular
play Kreuzelschreiber.

" as
Obviously the famous economist was as naive

the pauper in the comedy.

.

Some doubts lingered on in his mind as to ·

whether or ' not the economy of 1890 really fit into the Leibnitzian pattern.
Apart from this hidden skepticism which will be presented in its appropriate

"
place, Bohm-Bawerk's
social ideal was far apart from the metaphysics of
the socialists.
II

Hilferding's metaphysics is at variance with Bohm 1 s social harm?ny but
also with Marx' attitude, although the Austrian socialist . sometimes
flirted with Hegel{an dialectic.
Hilferding wrote:

II

In his encounter with Bohm-Ba\verk

"in Marx's view labor is the basis and connective

tissue of human society ••• Since labor, viewed in its social function
as the total labor of society of which each individual labor forms only
an aliquot part, is made the principle of value, economic phenomena are
subordinated to objective laws independent of the individual will and
controlled by social relationships . 11

"Thus the la\v of value becomes

10

. .
a law of motion·for a d e f ~n~te
type o f soc i a 1

.

.

organ~zat~on

••. 1128

For

Hilferding labor became a metaphysical power "beneath the husk of
economic categories."
Hilferding created an invisible

structu~e,

which looks like a mixture of

assorted metaphysics created by Plato, Plotinus, and Aristotle.

Hilferding

was not the only one who liked forays into the unseen world beyond society.
Karl Renner has already been mentioned as difining labor value as the
"Demiurgus."

Only Otto Neurath did not follow this flight beyond reality.29

He, as a member of the Viennese circle, believed that Marxism could be
separated from philosophical convictions.

How Marx can be understood

without Hegel's and Feuerbach's metaphysics was never clear .

•
In this glorification of the Marxian value the ethos of labor plays an
additional role with metaphysics.

Moral convictions and ancient re-

volutionary emotions are woven into this value theory.
II

Economists as different as Bohm-Bawerk and Lederer assumed that ethical
considerations were essential.

Labor according to Lederer should provide

an ·ethical standard the same as the just price did for Thomas Aquinas.30
II

The ethical aspect of the labor value had influenced even Bohm-Bawerk.
In his history of the

•

•

~nterest theor~es

II
Bohm-Bawerk
asked why the ex-

ploitation theory, a consequence of labor value, was so popular.

This

theory, he assumed, appealed "to the heart as well as to the head."

.... .

Then he added a surprising confession:

"The condition of the laboring

class is indeed most pitifull every philantropist must wish that it
were bettered,

Many profits do .in fact flow from an impure spring,

every philantropist must wish that such springs were dried up·. "31
II

do not know much about the man Bohm-Bawerk, no documentations of

We

11

biographical interest survived.

It seemed that occasionally he abandoned

the search for the chinks in the logical armour of his opponent and acted
with a noblesse of heart.
6.

Limit·s of understanding.
II

Eugen von Bohm-Bawerk was not the only generous debater in this controversy.

In the ir attempt to integrate the Positive Theory of Capita l

into das Kapital the Austro-Marxists showed an outspoken tolerance.

They

did not reach their target of integrating Marxism with marginalism but
they were the first thinkers who attempted to merge several systems.

They

were the forerunners of those economists who combine macro- with micro-

.

economics, static economics with the theory of grm.,rth.

of

tolerance was rarely disturbed by shrill discords.

This atmosphere
Only Helene B~uer

displayed the fanaticism of the true believer, quoting the words of her
master, "The class struggle rings the death knell of the scientific
Bourgeois economy."

This is Marx at his worst, mixed metaphor plus false

prophecy.32
Ob~iously the attitude of the other Marxists also contained som~ remnants

of intolerance.

No one surrendered the labor value theory.

They de-

fended this concept against logic and common sense, because they did not
want to be persuaded.

The motivations behind this dogmatism have been

explained before .. For the Marxists, labor value was no longer a scientific
concept, it changed into a dogma of the Holy Marxian church.
This transfiguration of the labor value has been adopted by the other
Marxists and makes a further discussion of the value theory between
Marxists and Academic economists absolutely senseless.
sults can be discussed, articles of faith cannot.

Scientific re-

Althought the scientific

.

~

12

importance of the labor value theory cannot be defended without a
scrificium intellectus, it does not mean that this idea has become
worthless.

It is a force in our political and social life.

More

often than not, metaphysics and morals, not scientific thinking and
observations, are dangerous for good or evil •

•

..
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