
1 .  I n  t r o  d u c  t i  o n

This pa per exa mi nes Fri ed rich von Wieser’s the o ry of the so cia list or com mu -
nist plan ned eco no my. It out li nes the abi ding in te rests that im pel led Wi e ser to pre -
sent such a the o ry in Natu ral Value (1889) and in Soci al Eco no mics (1914), dis cus -
ses his con cep ti on of “na tu ral va lue” as the ba sic bu il ding block of his the o ry and
his use of that bu il ding block in his the o ry of the im pu ta ti on of va lue, and it ex pla ins
why his scho lar ly en de a vor pro ves to be a magnificent failure.  

Wi e ser was a pio ne e ring mem ber of the Aus tri an Scho ol of Eco no mics, a man
who taught eco no mics at Char les Uni ver si ty in Pra gue for al most twen ty ye ars and
wro te Natu ral Value the re. Af ter le a ving Pra gue, he as su med the eco no mic the o ry
cha ir at the Uni ver si ty of Vi en na upon Carl Menger’s re ti re ment from that cha ir. Wi -
e ser is usu al ly vi e wed as ha ving con tri bu ted im por tant ex ten si ons to the work of
Men ger, the foun ding the o rist of the Aus tri an Scho ol. In de ed, Wieser’s con cept of
op por tu ni ty cost and his co i ning of the term “mar gi nal uti li ty” were sig nal con tri bu ti -
ons. On the ot her hand, as this pa per will show, Wieser’s con cept of im pu ta ti on and 
his at tempt to app ly it to the the o ry of the so cia list eco no my is no ex ten si on of the
work of Men ger. It re pre sents a re turn to an ear li er supply-side, real cost ap pro ach
to the the o ry of va lue. As such, it re pre sents a fa i lu re to un der stand the ra di cal con -
tri bu ti on of Menger’s the o ry of va lue and its application to the theory of exchange.  

Just as we ho nor the very few suc ces ses that can be found in the his to ry of eco -
no mic the o ri zing, so should we ho nor some of the more im por tant fa i lu res.  Es pe ci -
al ly as we stu dy mag ni fi cent fa i lu res, do we un der stand more de ep ly the suc ces -
ses, as well as the li mi ta ti ons of the ir ex ten si ons and ap pli ca ti ons.  Wieser’s the o ry 
of so cia list cal cu la ti on was one of those failures.

2 .  H i s  t o  r i  c a l  b a c  k g ro u n d

Eco no mic the o ry be gins with the con cept of ac ting man; a man who acts to sub -
sti tu te a sta te of be ing that he de si res more for one that he de si res less. The ma te -
rial con text of eco no mic the o ry pro per, or “ca tal lac tics” – the the o ry of ex chan ge –
is one of a scar ci ty of me ans. Eco no mic the o ry con cerns it self with con struc ting
a the o re ti cal fra me work wit hin which scar ci ty can be con fron ted and its im pli ca ti -
ons for hu man ac ti on can be in fer red in the light of hu man na tu re, that is to say, of
man as a spe ci fic type of exis ten ti al be ing. Part of the ad di ti o nal task of the eco no -
mist is to sug gest an in sti tu ti o nal con text, i.e., a so ci al, cul tu ral, le gal and po li ti cal
con text wit hin which suc ces sful economizing can be pursued.
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The task of ethi cal sci en ce is to dis co ver and pres cri be how man should act if he 
is to be tru ly man. On the ot her hand, eco no mic the o ry is, to qu o te Mi ses (1966,
p.10) “a sci en ce of the me ans to be ap pli ed for the at ta in ment of ends;” its task is to
show “how man must act if he wants to at ta in de fi ni te ends.”

Whi le Pla to in ten ded only the Gu ar di ans of his Re pub lic to prac ti ce a “com mu -
nism of as ce ti cism,” so that they would not be dis trac ted from the end of ma in ta i -
ning the just sta te, all ci ti zens of More’s UTO PIA were to en joy a “com mu nism of
abun dan ce.”  In the cour se of the evo lu ti on of the idea of com mu nism, Plato’s ethi -
cal idea ls of jus ti ce and tem pe ran ce gave way to the mo dern stri ving for pros pe ri ty.  
Ne ver the less, both Pla to and More en vi si o ned com mu nism as an eco no mic me -
ans to be used to achi e ve the ir ideal so ci e ti es, al though the ir res pec ti ve vi si ons
are se pa ra ted by al most 2000 ye ars of civilization’s de ve lop ment. Sin ce More’s
time, al most all ad vo ca tes of com mu nism or so cia lism have per sis ted in the pro mi -
se that pros pe ri ty will ac com pa ny the gre a ter justness of their ideal society

Be a ring this in mind, we can not es ca pe the jud gment that his to ri cal at tempts
eit her to en vi si on or to erect a just and pros pe rous sys tem of com mu nism, or of so -
cia lism, have fa i led. Prior to the twen ti eth cen tu ry, the re were few at tempts to des -
cri be in any de tail how such a com mu nist so ci e ty might ope ra te in its ma te ria lis tic
di men si ons, al though the re were a num ber of ac tu al ex pe ri ments, all of which
even tu al ly fa i led – as have al most all of tho se of the twen ti eth and twenty-first cen -
tu ri es. So far as ear ly the o ri es of com mu nism or so cia lism are con cer ned, with very 
few ex cep ti ons we find only a se qu en ce of con cep ti ons of a so ci al sta te of exis ten -
ce whe re the re are no pri va te pro per ty ow ner ship rights and whe re the pro duc ti on
of we alth in vol ves sho ving re sour ces in one end of a black box cal led the fac to ry
and pul ling fi nis hed go ods out the ot her end. Of cour se, wit hout pri va te pro per ty
ow ner ship rights, de ci si ons con cer ning the use of scar ce ma te rial me ans in pro -
duc ti on for the be ne fit of all must be made by so me o ne or some group – the re must
be a “plan” for the communist or socialist economy.  

Pla to pla ced the plan for his or der ly so ci e ty in the hands of the Philo sopher -King
and the res pon si bi li ty for its im ple men ta ti on in the hands of the Gu ar di ans.  More set
his Uto pia wit hin an aut ho ri ta ri an and im pe ria lis tic sta te. Ne it her in di ca ted exact ly
how his vi si on of an or der ly so ci e ty could be made ac tu al. Even to day, des pi te the wi -
de ly ac know led ged fa i lu res of eco no mi es who se ar chi tects re fer red to them as
“com mu nist” (al though the term “sta te so cia lism” is a more ac cu ra te des crip ti on), re -
vo lu ti o na ry cad res cal ling them sel ves so cia list or com mu nist wage con ti nu ing “wars 
of li be ra ti on” throug hout the wo rld. The ir end pur po se is to in stall the very sort of sys -
tem in dic ted by both its the o re ti cal shor tco mings and its his to ri cal fa i lu res – the sys -
tem who se me a ger fru its and con sci en ti ous bru ta li ty can be seen to day in the pri son
sta tes of Cuba and North Ko rea; sys tems ne it her just nor pros pe rous.  

In a tru ly free mar ket eco no my, all plan ning oc curs at the le vel of the in di vi du al
con su mer or pro duc ti on unit. Pri ces are es tab lis hed in mar kets for the va ri ous first
or der go ods (con su mer go ods), and in the hig her or der go ods mar kets (pro du cer
go ods mar kets) cre a ted by the de mand for first or der go ods; and tho se pri ces ref -
lect the re la ti ve scar ci ti es of the com mo di ti es ex chan ged, as per ce i ved by mar ket
par ti ci pants. Mar ket pri ces are the ba sic units of cal cu la ti on that make com pa rab le 
eve ryt hing ex chan ged, thus pro vi ding a me ans for in di vi du al mar ket par ti ci pants
to ad just the ir per so nal plans to the plans of ot hers and enab ling the cal cu la ti ons of 
pro fit and loss that de ter mi ne the struc tu res of production and consumption. 

A so cia list or com mu nist plan ned eco no my may have mar kets for first or der go -
ods, but its foun ding ra ti o na le is the ab sen ce of pri va te pro per ty rights—most par ti -
cu lar ly for hig her or der go ods. Land, la bour and ca pi tal are to be ow ned and ad mi -
nis te red by the sta te; hen ce, no true free mar kets for hig her or der go ods will exist. 



Pro duc ti on of all go ods is to be plan ned from the be gin ning to the end of each pro -
duc ti on pro cess. But, if the re are no mar kets or pri ces for hig her or der go ods, then
what is to be used as a unit of cal cu la ti on?  How can the he te ro ge ne ous hig her or -
der go ods be made com pa rab le with one anot her for plan ning pur po ses?  Some
ear ly so cia list the o rists – most no tab ly Marx and En gels – thought they had found
such a unit in the con cept of the hour of “so ci al ly ne ces sa ry la bor time.” As En gels
put it in Anti-Duehring:  

So ci e ty can simp ly cal cu la te how many hours of la bour are con ta i ned in a steam-engine, a bus -
hel of whe at of the last har vest, or a hun dred squ a re yards of cloth of a cer ta in qu a li ty….so ci e ty will
not as sign va lu es to pro ducts. It will not ex press the sim ple fact that the hun dred squ a re yards of
cloth have re qu i red for the ir pro duc ti on, say, a thou sand hours of la bour in the ob li que and me a nin -
gless way, sta ting that they have the va lue of a thou sand hours of la bour.  It is true that even then it
will still be ne ces sa ry for so ci e ty to know how much la bour each ar tic le of con sum pti on re qu i res for
its pro duc ti on. It will have to ar ran ge its plan of pro duc ti on in ac cor dan ce with its me ans of pro duc ti -
on, which in clu des, in par ti cu lar, its labour-power. The use ful ef fects of the va ri ous ar tic les of con -
sum pti on, com pa red with one anot her and with the qu an ti ti es of la bour re qu i red for the ir pro duc ti on,
will in the end de ter mi ne the plan. Pe op le will be able to ma na ge eve ryt hing very simp ly, wit hout the
in ter ven ti on of much-vaunted “va lue” (see Ste e le, 1981, p. 12).

Engels’s at tempt to eva de the va lue im pli ca ti ons of ex pres sing hig her or der go -
ods in la bor hour equ i va lents does not af fect his pur po se in so ex pres sing them. 
That pur po se was to use the la bour hour as a unit of cal cu la ti on in a plan of pro duc -
ti on.  The ex po su re of the fal la cy of the la bour the o ry of va lue by Aus tri an Scho ol
the o rists, and ot hers, se e ming ly left En gels and ot her so cia list the o rists wit hout
a ba sic bu il ding block for their theories.

Ear ly in the twen ti eth cen tu ry, the “so cia list cal cu la ti on de ba te,” ini ti a ted by Mi -
ses in 1920, for ced so cia list and com mu nist the o rists to con front this de fi ci en cy. 
Men such as Lan ge, Ta y lor, Dic kin son and Dobb se ri ous ly ad dres sed the prob lem
of plan ning a so cia list or com mu nist eco no my. The re sults were mo dels of so cia -
lism that cla i med to mat he ma ti cal ly mi mic a free mar ket eco no my wit hout po sses -
sing the ba sic struc tu re of that eco no my, the free mar kets that pro vi de the pro du -
cer pri ces that con sti tu te the me ans for eco no mic cal cu la ti on. The se mo dels were
met by the de vas ta ting cri ti qu es of Mi ses and Ha y ek in the 1920s and 1930s – cri ti -
qu es who se ac cu ra cy and co gen cy were bor ne out by the plan ning de fi ci en ci es
and the con se qu ent po ver ty of the So vi et and Eas tern Eu ro pe an plan ned eco no mi -
es and the ir fi nal col lap se less than twen ty ye ars ago (see Mi ses, 1920, 1936; Ha y -
ek, 1935; Lange and Taylor, 1938 and Hayek, 1948). 

This is whe re we must re cog ni ze the dis tin cti ve ness of Wieser’s at tempt to con -
struct a the o ry of so cia list or com mu nist cal cu la ti on. In con trast with most ni ne te -
enth cen tu ry the o rists of so cia lism, Wi e ser re cog ni zed that the la bour the o ry of va -
lue was fal la ci ous and, con se qu ent ly, that the key vul ne ra bi li ty of any plan ned
eco no my would be the need for an al ter na ti ve ba sic unit of eco no mic cal cu la ti on. If
va lu es can not be ex pres sed in hours of la bour, then la bour hours can not be used
as ba sic units of cal cu la ti on in eit her pro duc ti on or dis tri bu ti on. Pro duc ti on pro ces -
ses be co me ar bit ra ry or ad hoc, as does the de fi ni ti on of suc ces sful plan ning or of
so ci al wel fa re. Re cog ni zing this, Wi e ser at tem pted to supp ly a ba sic unit of cal cu -
la ti on for so cia lism by what he ter med the “unem pi ri cal fiction” of a unit of “natural
value.”  

Sol ving the cal cu la ti on prob lem was the task set for him self by Wi e ser and his
pro po sed so lu ti on – al though in ge ni ous and using the to ols of mo dern eco no mic
va lue the o ry – is the “mag ni fi cent fa i lu re” of the tit le of this pa per. In or der to un der -
stand why Wi e ser set him self this task, it is use ful to re vi ew some key po ints made
in his last gre at tre a ti se – The Law of Po wer, pub lis hed short ly be fo re his de ath in
1926. Then, we may exa mi ne Wieser’s mag ni fi cent failure itself.
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The Law of Po wer

Wi e ser vi e wed The Law of Po wer as his mag num opus, a so cio lo gi cal tre a ti se
that com ple ted a li fe ti me of stu dy and ref lec ti on on his to ry, law, eco no mics and po -
li ti cal the o ry.  Be cau se the book is al most to tal ly wit hout re fe ren ces, it must be read 
and ap pre ci a ted as the ma gis te ri al pro noun ce ments of a widely-read and le ar ned
man.  As he ex pla ins in the pre fa ce, Wi e ser had been dri ven to stu dy his to ry “by an
un qu en chab le thirst” sin ce his bo y ho od. The cen tral me a ning of his to ry fi nal ly
came to him as a re sult of his at tempt to un der stand the Wo rld War in the con text of
the his to ry of ci vi li za ti on. His foun da ti o nal con clu si on ap pe ars (1983, p. 37) at the
be gin ning of The Law of Po wer: “The who le so ci al en ti ty is go ver ned by po wer, this
be ing the hig hest va lue pe op les as pi re to and by which they are coun ted, we ig hed,
and jud ged;” and (1983, p. 3), “so ci al po wer…me ans com mand over the minds of
the mem bers of so ci e ty.”  The key qu es ti on is al wa ys, “Who ru les?”  So ci e ty it self is
(1983, p. 45) hier ar chi cal, cla ims Wi e ser, with hu man dregs on the bot tom, pas si ve 
mas ses next, ref lec ti ve followers next, active followers next, and the leading class
on top.

As the po li ti cal and so ci al ex pres si on of the com mon pe op le, Wi e ser as serts
that the suc cess of li be ra lism led it to seek po wer even as “fre e dom” was vo i ced as
its cre ed.  Iro ni cal ly, li be ral eco no mic le gis la ti on (1983, p. 302) put the weak pro le -
ta ri at and bour ge o is craf tsmen at the mer cy of ex plo i ta ti ve bu si nes smen, who
used the lan gu a ge of fre e dom to dis gu i se the ir pre da ti ons.  En trep re ne urs cla im to
act for the ge ne ral in te rest, but the ir in cen ti ve is rea lly the en jo y ment of per so nal
po wer, Wi e ser ob ser ves. This is what (1983, p. 65) “turns them in dif fe rent to the im -
po si ti on of co er ci on on the ir col la bo ra tors and com pe ti tors and the as so ci a ted lar -
ge sac ri fi ce de man ded of them.”  With the rise of ma nu fac tu ring in dus tri es and pro -
duc ti on on a lar ge sca le, en trep re ne urs be ca me mas ters of hun dreds and
thou sands of wor kers whi le (1983, p. 257) “im pa i ring or ruining the eco no mic po si -
ti on of mil li ons of bour ge o is craf tsmen,” crow ding out small-scale en ter pri ses and
in cre a sing bu si ness con cen tra ti on. As ca pi ta list con cen tra ti on grows and the ma -
nu fac tu ring en trep re ne ur be co mes a le a der with so ci al po wer, he (1983, p. 310)
“gu i des [de mand] into cer ta in chan nels” un til “de mand ad justs to the con di ti ons of
production….and in the end [it] is transformed into following.”  

In the cour se of his dis cus si on of the gro wing ine qu a li ty in the dis tri bu ti on of po -
wer, Wi e ser no tes a gro wing so ci al, po li ti cal and eco no mic stra ti fi ca ti on.  Gro wing
ine qu a li ty in the dis tri bu ti on of we alth and in co me me ans that the pre fe ren ces of
the we al thy, as ex pres sed in de mand fun cti ons and ex chan ge va lu es, stra ti fy de -
man ders in com mo di ty mar kets. In ste ad of each individual’s pre fe ren ces coun ting
the same as eve ry o ne else’s, the pre fe ren ces of the we al thy rule and the une qu al
po wer of de man ders in com mo di ty mar kets ref lects the ine qu a li ty in the political
and social realms.

At the sta ge of car tels and trusts, the firm is no lon ger (1983, p. 311) a “free le a -
der ship or gan,” it is “an aut ho ri ta ri an le a der ship or gan.” Ear ly in the book (1983, p.
41), Wi e ser had gi ven the opi ni on that if en trep re ne urs wi el ded the ir po wer wit hout
re stra int, they could “do vio len ce to the eco no my.” Near the end (1983, p. 357) he
ex pres ses ag re e ment with Marx’s iden ti fi ca ti on of the “shocks cau sed by cri ses
and so ci al up he a val which are con co mi tants of the ac ti vi ti es car ri ed out by the ca -
pi ta list en ter pri se” and opi nes that so cia list ob ser vers of the ca pi ta list en ter pri se
ap plaud “its ac com plis hments as such, which through ir re sis tib le eco no mic con -
cen tra ti on move de cen tra li zed pri va te eco no mic decision-making clo ser to the
cen tra li zed sys tem of the fu tu re sta te….”  This opi ni on ex tends his ear li er (1983, p.
88) ex pres sed view, “Should one day things chan ge in such a fas hi on that the tech -



ni que and or ga ni za ti on of en ter pri ses are no lon ger com pa tib le with pri va te pro -
per ty, then so cia lism could cla im suc cess.” Gi ven the se vi ews, it is not sur pri sing
that Wi e ser ex plo red the qu es ti on of how a so cia list or com mu nist so ci e ty might be
struc tu red in his ear li er works – notably in Natural Value and Social Economics.  

Two the mes per va de both Na tu ral Va lue and So ci al Eco no mics: one is that eco -
no mic cal cu la ti on in “na tu ral va lu es” would make the so cia list eco no my po ssib le;
the ot her is that such an eco no my would eli mi na te the stra ti fi ca ti on of de man ders
in mar kets, and the con se qu ent lo wer to tal so ci al uti li ty, that exists in the ca pi ta list
eco no my. The lat ter ef fect would be the re sult of eli mi na ting market-determined
pri ces, whe re the use of mo ney sets ex chan ge va lu es that ex press the dis pa ra te
po wer of stra ti fi ed so ci e ty.  An ear li er pa per ar gu es (see Bos taph, 2003, pp. 11-16)
that Wieser’s “stra ti fi ca ti on” ar gu ment is foun ded on an in com ple te un der stan ding
of the mar ket pri cing pro cess. Set ting that cri ti que asi de for now, let us exa mi ne the 
so lu ti ons that Wi e ser pre sen ted in his ear li er bo oks to the prob le ms he la ter at tri -
bu ted to “po wer” in his grand so cio lo gi cal tre a ti se on The Law of Po wer. As he re -
mar ked (1983, p. 123) in that lat ter work, “Un til now, so ci al decision-making has
ne ver and now he re achi e ved the de gree of uni ty found in the rea lm of per so nal de -
ci si ons. Ne ver and now he re has it the re fo re been de vo ted to the ma xi mi za ti on of
so ci al wel fa re in the way per so nal de ci si ons have sha ped per so nal sur vi val and
growth.  So ci al ac ti on…has not been de vi sed from the top in ac cor dan ce with a go -
ver ning prin cip le of hig her so ci al uti li ty…” To try to en vi si on such a sta te of so ci al
ac ti on was the go ver ning prin cip le of Na tu ral Va lue, whi le So ci al Eco no mics ex ten -
ded the ana ly sis to in clu de the role of po wer in the ac tu al so ci al, sta te and wo rld
eco no mi es.  The rest of this pa per ma in ly will be confined to the vision articulated
in Natural Value, because it is the foundational one.

Na tu ral Va lue

In the “Author’s Pre fa ce” to Na tu ral Va lue, Wi e ser sta tes (1971, p. 30) that “va -
lue is the es sen ce of things in eco no mics” and ex pres ses the view that the the o ry of 
Men ger is the more de ep ly in for ma ti ve of the new the o ri es ba sed on uti li ty. Wi e ser
of fers his own work as an ex ten si on of Menger’s and an at tempt (1971, p. 35) “to
ex haust the en ti re sphe re of the phe no me na of value….”

Book I ta kes the stan dpo int of the in di vi du al va lu ing per son and ar gu es: (1) that
want rat her than uti li ty (in the sen se of ob jec ti ve ‘useful’ cha rac te ris tics) is the
sour ce of the va lue of go ods; (2) that the mar gi nal sa tis fac ti on or “mar gi nal uti li ty”
ob ta i ned from the use of any par ti cu lar unit of a good used to sa tis fy a want dec li -
nes with each ad di ti o nal unit’s use wit hin a gi ven pe riod of want; (3) that the units of 
a li mi ted supp ly of a good that can sa tis fy se ve ral com pe ting wants at a po int in
time should be dis tri bu ted in such a way that the mar gi nal uti li ty in each com pe ting
use is the same; and (4) that a supp ly of go ods should be dis tri bu ted over a pe riod
of time such that the uti li ty of the ir use is ma xi mi zed. The ge ne ral rule to be ap pli ed
is (1971, p. 15) “that in all em plo y ment [of go ods] as low a mar gi nal uti li ty be re a -
ched as is po ssib le wit hout ne ces si ta ting the loss, in anot her em plo y ment, of a hig -
her uti li ty.” Here we find Wieser’s just ly ce leb ra ted con cept of op por tu ni ty cost –
first in tro du ced in an ear ly pa per pre sen ted to Karl Knies’s se mi nar in Hei del berg
in 1876, thir te en ye ars be fo re the pub li ca ti on of Na tu ral Va lue. We find as well
Wieser’s sys te ma tic use of the term “mar gi nal uti li ty” (“gren znut zen”), a term
which he co i ned to des cri be the value of the nth unit of any good (see Wi e ser, 1876, 
p. 216).

It is in Book II that Wi e ser in tro du ces his con cept of “na tu ral va lue.”  He does so
in chap ter VI, the avo wed aim of which is in di ca ted in the ana ly ti cal tab le of con -
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tents of the en ti re work as (1971, p. 39) “to find what, among our forms of va lue,
would con ti nue in a per fect or com mu nist sta te, and so to find the per ma nent ba sis
of all eco no mic life.” Book II it self is in tro du ced with the sta ted in tent (1971, p. 36)
of des cri bing “…na tu ral va lue, i.e. va lue as we should find it in a com mu ni ty at
a high sta ge of de ve lop ment car ry ing on its eco no mic life wit hout pri ce or ex chan -
ge.” Chap ter VI of Book II is the key tur ning po int of the who le ar gu ment for it is at
the be gin ning of that chap ter that Wi e ser gi ves us his de fi ni ti on of na tu ral va lue. 
He ar gu es (1971, p. 60) that in a com mu nist com mu ni ty, go ods would have va lue
just as they do in any ot her com mu ni ty be cau se hu man wants and the me ans in suf -
fi ci ent to sa tis fy tho se wants are uni ver sal. All go ods “would rank in va lue ac cor -
ding to the re la ti on in which the ava i lab le stocks sto od to the de mand; and that re la -
ti on would ex press it self fi nal ly in the mar gi nal uti li ty. So ci al supp ly and de mand, or 
amount of go ods and uti li ty so ci al ly com pa red with one anot her, would de ci de va -
lue.”  It is “that va lue which ari ses from the so ci al re la ti on bet we en amount of go ods 
and uti li ty, or va lue as it would exist in the communist state, we shall henceforth call 
‘Natural Value’.”

Wieser’s bri ef ar gu ment in sup port of his de fi ni ti on of “na tu ral va lue” also is cri -
ti qu ed at length in the same pa per men ti o ned ear li er (see Bos taph, 2003, pp.
5-16), as well as in a bio grap hi cal essay in clu ded in a col lec ti on of essays on pri -
ma ry fi gu res in the his to ry of the Aus tri an Scho ol, edi ted by Hor witz and soon to be
pub lis hed by El gar. To be bri ef, it is ar gu ed that in Wieser’s own ex pla na ti on of the
mar gi nal uti li ty the o ry of va lue, va lu es are the re sult of eva lu a ti on by an in di vi du al
per son and the law of mar gi nal uti li ty ap pli es only to the eva lu a ti on pro cess of such
an in di vi du al. Now he re in his wri tings does Wi e ser pro vi de an ex pla na ti on of how
in di vi du al (sub jec ti ve) mar gi nal uti li ty cal cu la ti ons can come to be so ci al ly ob jec ti -
fi ed in the form of “na tu ral va lue.”  “Na tu ral va lue” is in co he rent if it is me ant as “so -
ci al” mar gi nal uti li ty. The en ti re ar gu ment of the rest of the book fa ils with the at -
tempt to so ci al ly ob jec ti fy “na tu ral va lue” into a me ans of cal cu la ti on. But, gi ven
that con clu si on, let us see why Wieser’s failure might be deemed “magnificent.”  

Wieser’s pur po se ap pe ars to be to cre a te (1971, p. 27) a “me a su ring sca le for
the va lu a ti on of go ods” that is se pa ra te from that of ex chan ge va lue or pri ce. He
wis hes to do so be cau se he re gards the ex chan ge va lu es es tab lis hed in an ex -
chan ge eco no my as im per fect ly ref lec ti ve of mar gi nal uti li ti es. The ir im per fec ti on
is ro o ted in the dis tor ting in flu en ces of (1971, pp. 61-62) “hu man im per fec ti on, by
er ror, fraud, for ce, chan ce…the exis ten ce of pri va te pro per ty, and by the dif fe ren -
ces bet we en the rich and poor….” The lat ter dif fe ren ce in tro du ces the ele ment of
pur cha sing po wer, in ad di ti on to mar gi nal uti li ty, as de ter mi nant of ex chan ge va -
lue.  Pure mar gi nal uti li ti es would ex press “na tu ral va lue” and pro vi de a me ans of
cal cu la ti on for the so cia list or com mu nist eco no my that would make po ssib le the
ma xi mum to tal so ci al uti li ty in the or de ring of pro duc ti on and con sum pti on. As he
puts it (1971, p. 61), “We shall ask our sel ves what pro duc ti ve in stru ments would be 
li ke ly to ob ta in va lue in a com mu nis tic sta te, whet her la bour alo ne, or also land and 
ca pi tal; in what me a su re they would ob ta in va lue; whet her the re is a na tu ral rent
from land and a na tu ral in te rest on ca pi tal—and so on through all the cir cum stan -
ces of pro duc ti on, till we arrive at the question of cost value and its natural me a su -
re ment.”

Al though he is cri ti cal of the la bour the o ry of va lue in Chap ter VII, and of its use
for cal cu la ti on in a so cia list so ci e ty, Wi e ser is ac tu al ly at tem pting to use the same
supply-side ap pro ach in the sim ple so cia list eco no my of Na tu ral Va lue by con ce i -
ving of a unit of va lue (the “na tu ral va lue” of the tit le) as a supply-side me ans of cal -
cu la ti on for so cia lism – a sub sti tu te for the con cept of the hour of “so ci al ly ne ces sa -
ry la bour time.” From the ex pres si on of the va lue of first or der go ods in na tu ral



va lue units, Wi e ser would then im pu te the va lue of hig her or der go ods. His ar gu -
ment for the im pu ta ti on of “na tu ral va lue” from lo wer to hig her or der go ods is the
sub ject of Book III. It in vol ves an at tem pted lo gi cal pro cess of “con ver si on” – a bac -
kward sort of in fer ring from con clu si on to pre mi ses that as su mes that the who le of
the con clu si on is distributed to the premises.

3 .  I m  p u  t a  t i  o n

If the “na tu ral va lue” unit is to be used as a me ans of cal cu la ti on in a so cia list
eco no my, it must be used as the me ans of me a su re ment to plan the use of hig her
or der go ods to pro du ce tho se of lo wer or ders. This me ans that the va lu es of all go -
ods must be ex pres sed in units of “na tu ral va lue,” and then the ir pro duc ti on re la ti -
on ships be so or de red that an ar ray of first or der go ods can be pro du ced that will
pro vi de the ma xi mum so ci al uti li ty of all po ssib le ar ra ys that could be pro du ced. 
Wi e ser had en vi si o ned just such an ar ran ge ment in his Hei del berg pa per of 1876. 
The re, he ge ne ra li zed (1994, p. 224) that “…from the va lue of the last pro duct to be
pro du ced in each ca te go ry of go ods, the va lue of the pro duc ti ve good is de ter mi -
ned, which is then ref lec ted in all the ot her ca te go ri es of go ods.”  The im pu ted va lu -
es of hig her or der go ods thus link all ca te go ri es of the first or der go ods they can be
used to pro du ce into a com plex of mu tu al ly de ter mi ning and de ter mi ned va lu es. It
is not dif fi cult to see an ear ly non-mathematical pre sen ta ti on of the con cept of a (ti -
me less) ge ne ral equ i lib ri um in this conception.

Of cour se, the ba sic qu es ti on is: How is the im pu ta ti on of va lue to be done? 
Wieser’s men tor, Men ger, had des cri bed (1976, pp. 162-165) the im pu ta ti on of va -
lue as a pro cess of as king how much va lue would be lost in first or der go ods pro -
duc ti on if one unit of a hig her or der good ne eded for that pro duc ti on was to be re -
mo ved from use. The re sult would tell you the va lue of the unit of the hig her or der
good.  Menger’s des crip ti on is of a dy na mic pro cess set in real time, whe re the an -
swer con cerns only one unit of one hig her or der good. It is not a des crip ti on of the
de ter mi na ti on of dis tri bu ti ve sha res of hig her or der go ods in the va lue of the first
or der go ods they are used to pro du ce. In con trast, Wieser’s in te rest lies in ex pla i -
ning the va lu es of all units of all hig her or der go ods used in pro duc ti on so that the ir
use might be ra ti o na li zed so as to pro du ce the gre a test so ci al uti li ty in a plan ned
eco no my. He at tempts to show how the va lue of first or der go ods is dis tri bu ted
among all hig her or der go ods used in the ir pro duc ti on in a ge ne ral equ i lib ri um mo -
del. This mo del is en vi si o ned as a sys tem of si mul ta ne ous equ a ti ons that would
des cri be the va lue re la ti ons among all go ods in all or ders and that could be ma ni -
pu la ted to achi e ve the ma xi mum so ci al uti li ty. In the first part of his So ci al Eco no -
mics (1967, p. 51), Wi e ser as su mes a plan ner who tech ni cal ly or ga ni zes pro duc ti -
on and dis tri bu ti on so that no pro duc ti ve re sour ce can be shif ted from one use to
anot her wit hout a di mi nu ti on in the to tal uti li ty of the con sum pti on of out put. Un for -
tu na te ly, he only can make this as sum pti on both in na tu ral va lue and in So ci al Eco -
no mics by ig no ring Menger’s dy na mic ap pro ach and re stric ted focus, as well as by
dropping the marginal utility theory of value, as we shall soon see.

Wi e ser il lus tra tes his con cep ti on of im pu ta ti on with an exam ple set of three si -
mul ta ne ous li ne ar and ho mo ge ne ous equ a ti ons with three un known va ria bles. 
Each equ a ti on is as ser ted to ex press a com bi na ti on of fac tors of pro duc ti on on the
left side (ex pres sed as the ad di ti on of two of the three va ria bles, each of which is
mul ti pli ed by a con stant) and the va lue of the re turns on the right side (ex pres sed
as a con stant).  So lu ti on of the set is to pro vi de va lu es for the va ria bles, which can
then be sub sti tu ted into the left si des of the equ a ti ons to pro vi de the res pec ti ve
amounts of “the to tal va lue of the re turn” to be im pu ted to each of the co o pe ra ting
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pro duc ti ve fac tors. Gi ven the ge ne ral equ i lib ri um con text of Wieser’s ar gu ment,
the im pu ta ti on of va lue of first or der go ods to all hig her or der go ods in an eco no my
would lay bare the in ter con nec ti ons of va lue of all go ods of all or ders in the mo del
eco no my. Of cour se, that is Wieser’s pur po se be cau se he sta tes (1971, pp. 95-6)
that he wis hes to en ga ge in “con si de ra ti on of pro duc ti on as a who le,” so that go ver -
nment might eva lu a te the to tal em plo y ment of all re sour ces to pro du ce the gre a -
test po ssib le to tal va lue. His view of im pu ta ti on as the so lu ti on of a pub lic set of si -
mul ta ne ous equ a ti ons that dis tri bu tes the “to tal va lue of the re turn” among the
co o pe ra ting fac tors of pro duc ti on le ads him to sur mi se that na ti o nal eco no mic
plan ning is not only po ssib le, but it would pro vi de a gre a ter po ssib le to tal out put va -
lue than di sag gre ga ted in di vi du al plan ning. The as pi ra ti on he ex pres sed in The
Law of Po wer to pro vi de the de gree of uni ty to so ci al decision-making that is po -
ssib le for per so nal decision-making would be rea li zed.

Un for tu na te ly for his ar gu ment, Wieser’s exam ple equ a ti on set is am bi gu ous
with res pect to the me a nings of the va ria bles and con stants in the equ a ti ons. Ne -
ver the less, whet her va lu es or qu an ti ti es of go ods are as sig ned as the me a nings of
the con stants or va ria bles on the left side of the equ a ti ons, the re are se ve ral prob -
le ms in this ap pro ach. First, the re is no ex pla na ti on of how sub jec ti ve va lu es could
be ob jec ti fi ed in such equ a ti ons. If they can’t be ob jec ti fi ed, they can’t be used in
plan ning. The am bi gu i ty of Wieser’s con cept of “na tu ral va lue” fa tal ly un der mi nes
its grand ex ten si on in the im pu ta ti on of va lue. Se cond, the equ a ti ons ap pe ar to
show fixed-proportion pro duc ti on fun cti ons, a sim ple form of what was la ter used in 
the Li ne ar Prog ra mming ap pro ach to pro duc ti on the o ry. This ap pro ach avo ids the
qu es ti on of how such pro po rti ons come to be de ter mi ned. Also, fixed-proportion
pro duc ti on fun cti ons are in con flict with the tem po ral cau sal re la ti on bet we en va ri -
a ti ons in spe ci fic amounts of spe ci fic pro duc ti ve in puts and the re sul ting va ri a ti ons
in the to tal va lue of out put, which is the very re la ti on that Menger’s dy na mic the o ry
of the im pu ta ti on of va lue as su med, as well as be ing a re qu i re ment for de ter mi ning
mar gi nal uti li ti es. Third, the equ a ti ons as su me that the pro duc ti on go ods who se fi -
xed pro po rti ons are sum ma ri zed by the equ a ti ons are ava i lab le in just tho se pro po -
rti ons, wit hout any explanation of how production units could obtain resources in
just those relative amounts. 

One ob vi ous ex pla na ti on for Wieser’s pro ce du re is that he used the ac coun ting
dis tri bu ti on of re ve nue from fi nal sa les among the fac tors res pon sib le for the pro -
duc ti on of the go ods sold as a tem pla te for his the o ry of the im pu ta ti on of va lue.
But, the re is a vast dif fe ren ce bet we en the dy na mics of va lue com pa ri sons or of va -
lue im pu ta ti on and the sta tics of ac coun ting. Such an ac coun ting dis tri bu ti on can
be done for any par ti cu lar firm, using his to ri cal qu an ti ti es and pri ces. This is the
pur po se of the firm’s in co me sta te ment. But the de ter mi na ti on of the ex pec ted va -
lue of an in di vi du al first or der good, and the im pu ta ti on of that ex pec ted va lue to
a hig her or der good is only a first step in a pro cess of de ter mi ning what hig her or der 
go ods to use and in what com bi na ti ons to pro du ce first or der go ods. For the lat ter
de ter mi na ti on to be made, pri ce com pa ri sons are re qu i red. The ex pec ted pri ces of
first or der go ods in the mar kets for tho se go ods must be com pa red with the ac tu al
and ex pec ted pri ces of hig her or der go ods and the ir va ri ous po ssib le com bi na ti ons 
in the pro duc ti on of the first or der go ods in qu es ti on. The con text of dy na mic ex -
chan ge mar kets is one in which firms com pe te for the ser vi ces of hig her or der go -
ods in an ti ci pa ti on of the pro fits to be ob ta i ned from the ex pec ted re ve nu es from
the ex pec ted le vel of sa les of first or der go ods at pri ces ex pec ted to pre va il in the
fu tu re. The ac tu al pri ces of hig her or der go ods are con stant ly eva lu a ted and
re-evaluated with res pect to ex pec ted fu tu re pri ces of all go ods in a pro duc ti on
cha in le a ding to the first or der go ods of the fu tu re.  In bri ef, sub jec ti ve va lue re la ti -



ons that re sult in mar gi nal uti li ty com pa ri sons are not the re la ti ons for the pro fit and 
loss cal cu la ti ons that de ter mi ne the struc tu re of pro duc ti on and the re mu ne ra ti on
of the fac tors. It is tho se lat ter cal cu la ti ons that uti li ze pri cing in for ma ti on and re -
sult in the or ga ni za ti on of spe ci fic amounts of hig her or der go ods to pro du ce first
or der go ods and de ter mi ne the ac tu al struc tu re of pro duc ti on. Eco no mic cal cu la ti -
on re qu i res mar kets and mar ket pri ces. The me ans that pro vi de uni ty to per so nal
decision-making  marginal utilities – are not the same me ans – mar kets and market 
prices – that provide unity to a social economy. 

4 .  C o n  c l u  s i  o n

Wieser’s at tempt to ex tend and then app ly the new mar gi nal va lue the o ry of
Men ger to the prob lem of the or ga ni za ti on of the com mu nist eco no my is am bi ti ous
and po sses ses in tel lec tu al gran de ur, but must be jud ged a fa i lu re. Ear ly in his ca -
re er, Wi e ser de ve lo ped the op por tu ni ty cost con cept, lin ked it with the con cept of
the im pu ta ti on of va lue and used both to de ve lop the no ti on of a link bet we en all go -
ods in a so ci al eco no my. His cri ti cal view of the fru its of li be ra lism in the mar ket
eco no my of his day im pel led him to con ce i ve of an eco no my whe re pro duc ti on
could be plan ned wit hout mar kets and wit hout the con se qu ent mar ket pri ces that
he be li e ved to be dis tor ted by an une qu al dis tri bu ti on of in co me and we alth. But, he 
was led to a mag ni fi cent fa i lu re in this vi si on of a suc ces sful, plan ned, com mu nist
eco no my by three er rors in his ex ten si on of Menger’s va lue the o ry: 1) His at tempt
to use sub jec ti ve va lu es as sur ro ga tes for ob jec ti ve units of cal cu la ti on – the “na tu -
ral va lu es” of his mo del – se eks to make ob jec ti ve and pub lic what is sub jec ti ve and 
per so nal, but fa ils through the am bi gu i ty of his ex pla na ti on. 2) His con se qu ent at -
tempt to qu an ti fy sub jec ti ve va lue re la ti ons through im pu ta ti on for plan ning pur po -
ses sub sti tu tes the sta tics of a ge ne ral equ i lib ri um ana ly sis for the dy na mics of
Menger’s vi si on of the mar ket pro cess, and even drops the very con cept of mar gi -
nal uti li ty it self – the we lls pring of the sub jec ti ve va lue the o ry. 3) Most im por tant ly,
his de par tu re from Menger’s re cog ni ti on that ex chan ge re la ti ons are the cen ter
around which all cal cu la ti ons of va lue re vol ve in a so ci al eco no my sets Wieser’s
ideal eco no my ad rift into a sea of ar bit ra ry pro duc ti on and dis tri bu ti on re la ti ons.
Wit hout ex chan ge re la ti ons in mar kets, the re are no pri ces.  Wit hout pri ces, eco no -
mic cal cu la ti on in a social economy is not possible, as Ludwig von Mises sub se qu -
ent ly and decisively argued in 1920.

Wieser’s mag ni fi cent fa i lu re is in struc ti ve. In stu dy ing it, we un der stand more
tho rough ly the ba sic con cepts found in Menger’s Prin cip les and the im pli ca ti ons of
the the o ry of the mar ket pro cess that Men ger foun ded. Es pe ci al ly do we un der -
stand more tho rough ly what that the o ry can not be used to do. If the re is to be found
a ba sis or foun da ti on for plan ning in the so cia list or com mu nist eco no my, it is not to
be found in the the o ry of sub jec ti ve va lue at le ast not as Wi e ser at tem pted to use
that theory.
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Abs tract:

This paper examines Friedrich von Wieser ’s theory of the socialist or communist

planned economy.  It identif ies in Wieser ’s Law of Power (1926) the abiding interests

that stimulated his attempt to use Carl Menger ’s theory of subjective value to present

a theory of social ism, first in Natural Value  (1889) and later in Social Economics  (1914).

It discusses his conception of a unit of marginal uti l i ty, or “natural value,” as the basic

unit of economic calculation in his imputation theory and his use of that building block in

his consequent theory of production and distribution in a socialist economy. Lastly, it

argues that Wieser ’s theory attempts to socially objectify subjective values and is

actually a return to a pre-Mengerian supply-side, real cost approach to the theory of

value. Wieser ’s theory of economic calculation under social ism thus represents

a failure to understand the radical contribution of Menger ’s value theory to the theory of

exchange.
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