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Die funktionelle Theorie der Gesellschaft und das
roblem der sozialistischen Rechnungslegung.
(Eine Erwiderung an Prof. Mises und Dr. Felix Weil.)

Non
KARL POLANYL

Unsere Schrift Gber #Sozialistische Rechnungslegunge?) ist von
verschiedenen Seiten einer mehr-minder eingehenden Kritik unter-
zogen worden ®). Als Auftakt zu einer kurzen Erwiderung wird es
vielleicht dienlich sein, unseren Standpunkt zu der laufenden Dis-
kussion tiber das Problem der Rechnungslegung in einer sozialistischen
Wirtschaft vorauszuschicken.

Allgemein wird heute die zentrale Bedeutung dieses Problems
fir die sozialistische Wirtschaft apnerkannt *). In seiner Beurteilung
jedoch lassen sich drei Hauptgruppen unterscheiden, von denen zwei
den herkbmmlichen Gegensatz von Markiwirtschaft gegen marktlose

Y} Karl Polinyi +5Sozialistische HRechnungslegungs in diesem Archiv
Bd. 49, 2, S. 377—420.

?) Vgl. L. Mises sNeve Beitrige zum Problem der sozialistischen
Wirtschaftsrechnunge, in diesemn Archiv Bd. 51,2, 5, g0 ff, —O. Leichter
»Die Wirtschaftsrechnung in der sozialistischen Gesellschafts, Marx-Studien
Bd. V, 1, 5. 23, 77—79. — F. W eil #Gildensozialistische Rechnungslegungs.
Kritische Bemerkungen zu Karl Polényis »Sozizlistische Rechnungslegunge
in diesem Heft des Archiv.

%) Nur Weil behauptet, daB dieses Problem fiir den Sogzialismus ent-
weder iberhaupt oicht existiere (a. a. O, 5. 197), oder nur geringfiigige Bedeutung
habe (5, 205). Er beruit sich hiebei auch auf Marx. Jedoch mit Unrecht, ‘wie
folgendes Zitat beweist: +Nach Aufhebung der kapitalistischen Produktions-
weise, aber mit Beibehaltung gesellschaftlicher Produktion, bleibt die
Wertbestimmung vorherrschend in dem Sinne, daB die Hege-
lung der Arbeitszeit und die Verteilung der Gesellschaftsarbeit unter die ver-
schiedenen Produktionsgruppen und endlich die Buchfiihrung hieriber
wesentlicher denn je werden.« Kapital, 1II. 388. Der Satz,
dal das Problemn der Rechnungslegung den Angelpunkt des sozialistischen
Wirtschaftsproblems bilde, stammt Gbrigens von Lenin. Er hat ihn be

kanntlich zum Gegenstand einer groBzigigen persunh:hen Propaganda in 1920
in SowjetruBland gemacht.
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Wirtschaft vertreten %), die dritte, erst in H{:nstituienmg befindliche
Gruppe aber anf einer, von diesein Gegensatz prinzipiell unabhingigen
Grundlage {fuft. Wir wollen diese lotztere allerdings recht spirliche
Gruppe die der Vertreter der positiven sozialistischen Theorie
nennen.

Zwischen den beiden ersteren, einander bekiimpfenden Haupt-
gruppen nun, besteht Einmitigkeit beziiglich der Fragestellung.
Beiderseits wirl der theoretische Gegensatz von Marktwirtschaft
und marktloser Wirtschaft mit dem Gegensatz: Kapitalismus gegen
Sozialismus identifiziert, und damit die sozialistische Wirtschaft
von vornherein nicht nur im kollektivistischen, im staatssozialistischen
Sinne, sondern eben als eine verkehrslose, eine marktlose Wir tschaft,
als eine zentrale Verwaltungswirtschaft definiert. So heftig diese
beiden Gruppen einander sonst befehden mégen, bieten sie doch der
dritten, sich neuerdings meldenden Gruppe, die wir die der positiven
sozialistischen Theoretiker genannt haben, eine gemeinsame, geschlos-
sene Front dar. In diese letztere wiirden wir die Schipfer des funk-
tionellen Sozialismus in England, insbesondere die Verireter ces
funktionellen Gildensozialismus, sowie sozialisti-
sche Theoretiker von der wissenschaftlichen Gesinnung Ed. Hei-
manns und J. Marschaks 5 ecinrethen 5*. Aunch unsere
Schrift entstand im betonten Gegensatz zu beiden herkimmlichen
Richtungen und sollte einen ersten Versuch darstellen, die Forde-
rung nach Schaffung einer positiven sozialistischen Wirtschafts-
lehre gegeniiber dem, unserer Ueberzeugung nach, theoretisch

Yy Voo unseren Kritikern vertritt Mises grundsitzlich die ersters,
Weil die letztere.

) Vegl. . Marschak sWirtschaftstechnung und Gemeinwirtschafte.
Zur Misesschen These von der Unméiglichkeit sozialistischer Gemeinwirt-
schaft.e In diesem Archiv Bd. 51, 2, S. sot {f.

i8] Vgl. das bemerkenswerte Buch von Ed. Heimann sMehrwert
und Gemeinwirtschaft, Kritische und positive Beitrige zur Theorie des
Sogialismuss. Berlin 19z2. 5. 120, 140, 164 ct passim, Die englischen Funk-
tionalisten waren H. im Original nicht zuginglich (Anm. 384), worauos sich
wohl erklirt, daf H. das wesentliche an dieser neuen Sozialtheorie verkennt.
fVgl. zn Aom. 338 G.D.H. Coles +Guildsozialism re-statede London
1920 und insbesondere #Social Theorye London 1920 Auf funktioneller
Grundlage ausgebaut stellt sich namlich das von H. fir die s Vollsozialisicrung
einzelner Wirtschaftsrweiges mit Recht bestrittene »Gleichgewicht der
organisierten Interessengruppens grundsitzlich ein, weil hier die Konsumenten
und Produzenten inm ihrer Gesamtheit miteinander konfrontiert
werden. Fir diese Konstellation gilt das Oppenheimersche Gesetz dber die
relative Stirke des sKiaufere- nnd des sVerkiuvfermotivse offenbar nicht.
Unser Standpunkt geht aber in der hier erdrterten allgemeinen Hinsicht iiber
Heimann hinaus, da wir auch die svollkommene Gemeinwirtschafte (a. a. O.
S. 163) nicht als eine san einer gesatzten Ordnung systematisch orientierten
Bedarisdeckunge im Sinne Max Webers, sondern im funktionalistischen
Sinne, als ein freies Zusammenwirken funktioneller Selbstorganisationen ge-
falit wissen wollen. Vgl Gbrigens Heimann +Ueber gemeinwirtschaftliche
Preisbildunge Koln. Vierteljahrsh. Bd. I, 2, 5. 71. |
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iberholtenn Schulstreit der orthodoxen Marxisten und ihrer shiirs
gerlichens Gegner zur Geltung zu bringen ®). -— Und nun, zur
Sache.

Die Forderung nach Schaifung ciner positiven sozialistischen
Wirtschaftslehre stellen, heiBit, selbsiredend, zugeben, dal eine solche
noch nicht vorhanden ist. Anecfiihirlich haben wir in unserer Arbeit
die methodologischen Folgerungen aus dieser Sachlage fiir unsere
Behandlung des Problems der Rechnungslegung auseinandergesetzt.
Andererseits haben wir aber auch aus derselben Riicksicht unsere
Definitionen und sonstigen Annahmen auf cine Weise gefalt, dal da-
mit der Weg zu einer positiven Behandlung der sozialistischen Wirt-
<chaftslehre freigehalten bleibe. Insbesondere gilt das in drei
Hinsichten: 1. fiir die Definition der sozialistischen Wirtschalt, 2. fiir
die gegenseitige Beziehung von Recht und Wirtschaft, endlich 3. fir
die Analyse der Wirtschaftsmotive. Die sozialistische Wirtschaft
wurde von uns aul eine Weise gefaBt, durch die die Organisation der
Gemeinwirtschaft, im weitesten Sinne des Wortes, unberithrt bleibt.
Die Verwirklichung von zwei Forderungen, — der maximalen Produk-
tivitit der Produktion einerseits, der Herrschaft des sozialen Rechtes,
cowohl] hinsichtlich der Verteilung, wie auch der sozialen Richtung der
Produktion andrerseits, — erschipite fiir uns den Begriff einer sozia-
listischen Wirtschaft ). In gleichem Sinne behandelten wir die Begrifie
Recht und Wirtschaft: nicht statisch, als zwei Erscheinungsformen
ein und desselben sozialen Substrates (Eigentumsverhiltnisse = Pro-
duktionsverhiltnisse), sondern dynamisch, als zwei voneinander relativ
unabhiingige Faktoren des gesellschaftlichen Seins. So wurde es
uns erst moglich, Rahmenwirkungen und Eingrifiswirkungen des
Rechtes auf die Wirtschaft zu unterscheiden, eine Distinktion, durch
die die tbliche Alternative von Verwaltungswirtschaft, als rechtlich
geregelter Wirtschaft und freier Wirtschaft, als einer von Rechisrege-
lung freien Wirtschaft, aufgehoben erscheint f). SchlicBlich gestalteten
wir das Problem der Scheidung von snatiirlichens und »sozialen« ®)
Kosten eines Produktes zu einer Analyse des seinheitlichen Wirt-
schaftswillense in bezug auf die Motive aus denen er hervorgegangen
ist und zeigten damit den konkreten Zusammenhang zwischen der
inneren Organization des Wirtschaftssubjektes und der Zusammen-
setzung seines Wirtschaftswillens, auf.

®\ Vgl. unsere Schrift 5. 3850—38z2.

7| Hiegegen setzt Weil die folgende Definition: »Unter Sozialismus ver-

stehen wir diejenige Gesellschaftsordoung, zu der [nach Marx und Engels)
die Entwicklung fortschreitet« (Anm. g).

f) Vgl. Webb's spalicy of the National Minimums in +A Constitution for
the Socialist Commonwealth of Great Britains London 1g20, 5. 10,

% Weil vermeint in dieser Kategorie den Dihringschen sVerteilungs-
werts wiederzuerkennen, Das ist irrig. D.'s Vertcilungswert stellt einen
Monopolpreis dar, der auf dem Gewalteigentum ruht, als den D. den

GroBgrundbesitz betrachtet. Allerdings bringt Weil keinerlei Grinde fir
seine Behauptung vor. . :
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Fiur die Schaffung einer positiven sozialistischen Wirtschafts-
lehre ist freilich mit alledem noch nicht viel geleistet. Dennoch lieBe
sich unschwer zeigen, dall die erwiihnten Definitionen und Annahmen
gemacht werden mussen, wenn eine positive sozialistische Wirtschafts-
lehre miglich sein soll. Die englischen Funktionalisten gingen #hn-
lich vor um die angeblich zwangsliufige Alternative: Kollektivismus
oder Syndikalismus? zu uberwinden '®). Wir bemiihten uns auch,
in unserer Schrift klarzulegen, dal unsere Definitionen und Annahmen
nur auf dem Boden der funktionalistischen
Anschauung der Gesellscha{ft fruchtbar sein kénnen 1),
Kurz, unser Losungsversuch beruht aof der doppelten Voraussetzung,
dalB weder fiir die Theorie der Wirtschaft der Gegensatz: Marktwirt-
schaft zegen marktlose Wirtschaft, noch {iir die Theorie der sozialisti-
schen Wirtschaftsorganisation der Gegensatz: Kollektivismus gegen
Syndikalismus, eine notwendige Alternative darstellt.

Mises hat darum in seiner Kritik unzweifelhaft den Kernpunkt
der Frage berdhrt, indem er die funktionalistische Position selbst
angreift. 7 ischen Syndikalismus und Sozialismus gibt es keine
Vermittlung und keine Verséhnunge, meint Mises. (Unter Sozialis-
mus ist hier stets kollektivistischer Sozialismus zu verstehen.) Der
Fehler unserer Konstruktion liege darum in der Unklarheit, mit
der sie sder Kernfrage: Syndikalismus oder Sozialisinus auszuweichen
suchte. Insbesondere gelte das fiir die Annahme einer Verfassungs-
form in der die Uebereinkunft von zwei funktionellen Hauptverbianden,
Kommune und Produktionsverband, die héchste Macht in der Ge-
sellschaft darstellt. Den Beweis fiir seinen Einwand meint nun Mises
durch folgenden Gedankengang zu erbringen:

Er zitiert aus unserer Schrift: sFunktionelle Vertretungen ein
und derselben Menschen konnen nie in einen unlisbaren Widerstreit
miteinander geraten — das ist die Grundidee jeder funktionellen Ver-
fassungsform.« Hiezu fithrt er aus: sDiese Grundidee der funktionellen
Verfassungsform ist jedoch verfehlt. Wenn — und das ist die still-
schweigende Voraussetzung der Polényischen und aller verwandten
Konstruktionen — das politische Parlament durch die Wahl aller
Genossen bei gleichem Stimmrecht jedes einzelnen gebildet werden
soll dann kann sehr wohl zwischen ihm und dem Parlament der
Produktionsverbinde, das aus einer ganz anders aufgebauten Wahl-
ordnung hervorgeht, ein Widerstreit entstehen.s Hat nun sweder
die Kommune, noch der Kongrell der Produktionsverbiinde die letzte
Entscheidung, dann ist das System iiberhaupt nicht lebensfalug.

1 S u. B. Webb, entschiedene Gegner des Gildensozialismus (a. a. O.
S. 48, g0) behaupten, dafl der ganze englische Sozialismuos bereits auf fonk-
tionalistischer Grundlage stehe {S. XVII und 107). Das Webbsche :"‘":‘“_k
stellt fibrigens den notwendig verungliackten Versuch dar, die luillt'ktlﬂsh':
schen Neigungen der Autoren mit dem funktionellen Prinzip in Eirklang zu
bringen.

M a. a 0. S5 413—420.
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Ist die letzte Entscheidung bel der Kommune, dann haben wir es
mit einer zentralen Verwaltungswirtschalt zu tun, fiir die auch Polinyi
die Unmoglichkeit der Wirtschaftsrechnung zngesteht. Tst aber -
die letzte Entscheidung bei den Produktionsverbinden, dann haben
wir ein syndikalistisches Gemeinwesen VOr uns.e

Dicser Gedankengang wire nun allerdings zwingend, wenn der
unausgesprochene Hauptsatz, auf den er sich stiitzt, richtig wire.
Er ist ¢ aber nicht. Dieser Hauptsatz miilte lauten: sEine Ver-
fassungsform ist nur dann lebensfihig, wenn dic letzte Entscheidung
bei einer der verfassungsmiBig anerkannten Kérperschaften
liegt.# Es bedarf wohl keines Beweises, dal fiir die iberwiegende Zahl
anbestritten lebensfihiger Verfassungen das Gegenteil zutrifft: die
letzte Entscheidung licgt nicht bei einem, sondern wenigstens
bei zweien der gesetzgebenden Faktoren.

Dieser FehlschluB von Mises erklirt sich waohl daraus, daB Mises
den Doppelsinn des Wortes sVerfassungsforms, je nach dem daranter
ein bloB tatsichliches gesellschaftliches Machtverhdltnis,
oder aber ein gesellschaftliches Anerkennu igsve rhiltnis
gemeint ist, nicht beachtet hat. Nur fir die Verfassungsform der
Gosellechaft im ersteren Sinne, als eines gesellschaftlichen Machtver-
haltnisses gilt aber der Satz, daB dieses, um wirksam zu sein, ein
Uebermachtsverhiltnis darstellen mu8, d. h. die Entscheidung bei
einer der Parteien liegen muB. Auf die Verfassungsform im anderen
Sinne des Wortes, als eines gesellschaftlichen Anerkennungsverhalt-
nisses, 1iBt sich dieser Satz keineswegs i{ibertragen. Indem Mises
dac dennoch tut, gelangt er zu seinem irrigen Hauptsatz, dal eine
Verfassungsform nur dann lebensfihig sei, wenn die Entscheidung
bei einem der verfassungsmiBig anerkannten Faktoren liege.
Das Irrige dieses vorweggenommenen Hauptsatzes wurde fir Mises
vielleicht durch den Doppelsinn des Ausdrucks sletzte Entscheidunge
verhiillt, bei dem das Eigenschaftswort sletztes einerseits einen Hin-
weis auf das hinter dem Anerkennungsverhdltnis wirkende Macht-
verhaltnis enthilt, andererseits auch auf die hichste Instanz
unter dem Anerkennungsverhiltnis selbst, hin-
weist.

Auch hinter einem unrichtigen Gedankengang mag nun ein zu-
treffender Einwand verborgen liegen, Wir wollen deshalb versuchen,
den Misesschen Einwand neu zu fassen, nachdem wir das Problem der
teleologischen Notwendigkeit eines einheitlichen Organs als Ent-
scheidungsinstanz sowohl fiir die Verfassungsform als Machtverhalt-
nis, wie auch als Anerkennungsverhiiltnis gedacht, kurz erOrtert
haben werden:

Unter dem Machtverhiltnis ist die Erledigung eines Widerstreites
zwischen den Parteien nur im Falle der dauernden Uebermacht der
f:inen iiber die andere maglich. Die Entscheidung liegt hier somit
immer bei einer der beiden Parteien. Bei gleicher oder bei schwanken-
der Macht der Parteien muf daher das Machtverhiltnis begrifflich
versagen: eine Erledigung des Widerstreites der Parteien aunf dem
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Boden des Machtverhiiltnisses bleibt dann grundsitzlich ausgeschlossen.
oll eine Erledigung dennoch stattfinden, so muB deshalb zwischen den
Partelen ein Anerkennungsverhiltnis eintreten (z. B. Begriindung
einer Verfassung, von Recht, von Sitte usf). Auch unter dem An-
erkennungsverhiltnis kann nun die Entﬂchfidung, allerdings nur
dullerlich und scheinbar, einer der beiden Parteien zugesprochen werden
(z. B. im Wege einer wechselweisen oder einer Entscheidung durch
das Los}, es mu B das aber nicht, und wird in der Regel auch nicht
der Fall sein. Die Parteien haben hier eben die "L-'c-rpﬂithtung Zu einer
Vereinbarung zu gelangen gegenseitig anerkannt, womit die
Erledigung ihres méglichen Widerstreites grundsitzlich gesichert ist.
Auf welcher Seite gelegentlich das Uebergewicht auf Boden
des Anerkennungsverhiltnisses, — im Unterschied von der Ueber-
macht die das Anerkennungsverhiiltnis selbst aufheben wiirde, —
hiebel zu liegen kommt, ist ein nebensichlicher Umstand, der nur den
Kompromilipunkt zwischen den Parteien verschieben, das Anerken-
nungsverhdltnis aber und damit die Verpflichtung zur einverstind-
lichen Erledigung des Widerstreites nicht aufheben kann. Die Identi-
fizierung dieses Uebergewichtes mit jener Uebermacht, scheint uns
die andere Verwechslung zu sein, die Mises unterlaufen ist,

Der Einwand von Mises hiitte demnach, um diesen Bezie-
hungen gerecht zu werden, etwa also lauten miissen: »Die dauernde
Uebermacht der Kommune Gber den Produktionsverband (oder um-
gekehrt), schlieBt ein Anerkennungsverhiltnis zwischen beiden aus;
es mul darum beim bloBen Machtverhiltnis zwischen ihpen verbleiben,
das nur wirksam sein kann, wenn die Entscheidung beieinem der beiden
Verbinde liegt. Ergo: Kollektivismus oder Syndikalismus.« Um nun
aber auch den Beweis fir diesen Einwand zu erbringen, hiitte
Mises freilich anzugeben gehabt, welchem der beiden Verbinde
die behauptete Uebermacht dauernd zufallen miisse? (DaB es sich
hier nur um die davernde Uebermacht handeln kénne, folgt wie oben
gezeigt, daraus, daB ein stindiges Hin- und Herschwanken der Ucber-
macht, ein Anerkennungsverhiltnis zwischen den Parteien zulassen,
J2 geradezu erforderlich machen wiirde.) Dieser Frage kann Mises
demnach nicht ausweichen, denn es hiele das seinerseits zugeben,
daB es theoretisch nicht méglich ist, den einen dieser funktionellen
Verbinde vor dem anderen zn bevorzugen. Gerade das ist es aber,
was von uns als Folge des funktionellen Prinzips behauptet wurde und
was Mises zugunsten seiner unbewiesenen Alternative: Kollektivismus
oder Syndikalismus, zu widerlegen vermeint hat.

Aul jene Frage gibt es allerdings keine Antwort. Der Mensch
als Produzent und der Mensch als Konsument vertritt zweierlei Grund-
motive durch die ein und derselbe Lebensprozel — das Wirtschaften
des Individunms — bestimmt wird. Die Interessen, die diesen Mo-
tiven entspringen, befinden sich daher grundsitzlich im Gleichgewicht.
Stellen Kommune und Produktionsverband, wie angenommen, ge-
sonderte Vertretungen dieser Willensrichtungen dar, so treten in
diesen funktionellen Verbinden grundeitzlich ebenfalls gleichstarke
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Interessen einander gegeniiber. Ein Schwanken zugunsten des einen
oder anderen Intercsses und damit des Uebergewichtes, bleibt dann
zwar cbenso denkbar, wie im Falle eines Einzelindividuums innerhalb
seiner selbst, die unausbleibliche Riickwirkung dieser S-r:h“'ankun'g
anf das andere, voriibergehend zurlickgedringte, mit dem ersteren
polar verbundenen Intercsse, mull aber das Gleichgewicht alsbald
selbsttitiz  wiederherstellen. Das Gleichgewicht im  Machtver-
hiltnis, damit diec Aufhebung dieses Verhiltnisses, und die Be-
grundung enes Anerkennungsverhidltnisses, folgen somit hier aus
dem funktionellen Prinzip selbst und schlielen einen immanenten
Einwand gegen die Moglichkeit des funktionellen Gleichgewichtes
aus. Einen solchen vorzubringen hat Mises Ubrigens gar nicht ver-
sucht <),

Um nun auf die unwillkdrlich irreleitende Form des Misesschen
Einwandes zurickzukommen, bemerken wir, dal wir selbstredend
gar nicht behauptet hatten, dall sich zwischen Kommune und Pro-
duktionsverband kein Widerstreit ergeben kinne. Dieser Widerstreit
gehort vielmehr zum Lebenselement einer funktionell gedachten
sozialistischen Gesellschaft. Statt des Widerstreites gleichartiger
Interessen verschiedener Menschengruppen, wie es in einer Klassen-
gesellschaft der Fall ist, bildet im Sozialismus der Widerstreit
verschieden gearteter Interessen ein und der-
selben Menschengruppen das grundlegende Bewegungs-
prinzip der Gesellschaft und damit auch der Wirtschaft. Nicht
allein aus der Verschiedenheit der Wahlordnungen, wie Mises meint,
sondern aus dem funktionellen Prinzip selbst folgt also der von
ihm wie von uns gleichermaflien betonte Widerstreit zwischen den
funktionellen Hauptverbianden. Was wir demnach als die Grundidee
einer funktionellen Verfassungsform hingestellt hatten, war vielmehr,
dal dieser notwendige Widerstreit dort nie unlésbar sein kann,
weil bei der Durchsichtigkeit der funktionellen Organisation, der
Widerstreit zwischen den verschieden gerichteten Interessen ein und
derselben Individuen ebenso seinen Ausgleich finden miisse, wie
das innerhalb eines einzelnen Individuums beziiglich seiner verschie-
den gerichteten Interessen tateichlich der Fall ist. Das Indivi-

'*) Auch unsere Formel: »Als Eigentimer der Produktionsmuttel gilt
die Kommune; ein direktes Verfigungsrecht ist mit diesem Eigentum nicht
verbunden, Dieses steht den Produktionsverbinden zu . . . .« bemingelt Mises
als UUL‘.IE.I.", weil sie #rleT I{ETHIIHEE: Sﬂzl;lliﬁmuﬁ oder Sy'ndil:a.'lismusf aAnsri-
weichea suchte {S. 401) Denn: »Eigentum ist Verfiigungsrecht; wenn das
Verfligungsrecht nicht der Kommune, sondern den Produktionsverbinden
I'llEtEht, 50 gind eben diese EiE:ntumer und wir haben eéin Ej‘ﬂdikaﬁﬂtiEChEE
Gemeinwesen vor unss (S. 451). Eigentum ist aber nicht nur Verfogungsrecht;
€s 1st anch Aneignungsrecht. Dafl die Kommune als Eigentfimerin der Pro-
'.il"kt'.'ﬂn“ﬁﬁd gilt, bedeutet also, daB ihr sowohl das Aneignungsrecht be-
:u_g'uth der Produkte, als das mittelbare Verfiigungsrecht iiber die Produktions-
mittel verbleibt, DBeide werden im Wege des sozislen Rechtes, als Rechts-

rahmen der Wirtschait, ausgeiibt, oy :

1l~l.-
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duum soll eben hier im Wege seiner funktionellen Vertretungen mit
sich sclber konfrontiert werden. Die Notwendigkeit
des funktionellen Interessenausgleichs beruht dann auf der psychischen
und physischen Einheit des Individuums und bedarf keines weiteren
Beweises, ist eines solchen auch nich: fihie, Um zu beweisen. daB
diese Konfrontation nicht eintreten kinne, hitte Mises, in Ermangz:lung
e¢iner immanenten Einwendung gegen das funktionelle Prinzip, seine Ar-
gumentation gegen die funktionelle Organisationsform richten miissen.
Er hitte dann entweder beweisen miissen, dal selbst das funktionelle
Vertretungssystem keine entsprechende Vertretung der gesonderten
Willenzrichtungen der Individuen bewirke, oder, daB selbst die funk-
tionelle Demokratie nicht jenen Grad der Durchsichtigkeit gewdhrleiste,
bei welchem die [dentitit der auf beiden Seiten bctui]igten Individuen
diesen 1ns BewuBtsein treten miisse, Mises hat nun, in seiner, aller-
dings kurz gefaliten und knapp vorgetragenen Kritik, keines dieser
beiden Dinge behaunptet, geschweige denn bewiesen.

Wihrenddem nun Mises aus der richtigen Erfassung des Funk-
tionalismus heraus den Widerstreit zwischen den funktionellen Or-
ganen in den Vordergrund rickt, hiebei aber soweit geht, da er
wegen des Zusammenpralls der entgegengesetzten Interessen der
Konsumenten und Produzenten geradezu die Lebensunfihigkeit der
funktionellen Verfassungsform behauptet, erklirt Weil, daB Kom-
mune und Gilde sgar keine wirklichen widerstreitenden Interessen
habene¢1®)! Kein Wunder, daB ithm darum alle wesentlichen Folge-
rungen, die wir aus dem funktionellen Aufban unserer angenommenen
sozialistischen Wirtschaft gezogen haben, auf bloBer »Einbildunge'4),
auf einer smerkwiirdigen Wahnvorstellung *5), auf einer smystischen
Krafts '), die wir dieser Organisationsform zuschreiben, zu beruhen
scheinen! Die Erklirung fiir diesesweitgchende Versagen der kritischen
Bemithungen Weils ist jedoch ziemlich offensichtlich. Es ist ithm das
MiBgeschick widerfahren, zwei Termini, die als Angelpunkte
fir unseren Gedankengang dienen, falsch zu deuten: Die
von uns angenommene Verfassung der Gesellschaft bezeichneten wir
als eine sfunktionelle«; und fiir die sozialistische Wirtschaft
dieser funktionell organisierten Gesellschaft nahmen wir ein genau
umschriebenes System von sFestpreisene, d. h. rechtlich {festge-
setzten und von sVereinbarungspreisenes, d. h. verein-
barten Preisen an. Auf dieser letzteren, ibrigens allgemein geldufi-
gen Entgegenstellung beruht also die Beschreibung der von uns
angenommenen Wirtschaft. Weil miBdeutete ) nun diese Verein-
barungspreise als eine Abart von Festpreisen und las tber
diese grundlegende Unterscheidung folgerichtig
hinweg. Achnliches widerfuhr ihm mit dem Zentralbegiiff unserer

m

¥ Anm. z29. 1#) §. 213. LR

M) -8, z12.

7) Am klarsten: sFestsetzunge oder sVercinbarungs von Preisen (S. 210
und S. 215, auch S. 201, Anm. 29 und Teil 1T1. B. der Weilschen Kntik

Archiv [lr Sozialwissenachaft uvad Sezialpolink. 5. 1. 15



226 Karl Poldnyi,

Arbeit. dem Terminus nfunktiﬂnlciiu. Er identifiziert durf:h-
gingig ofunktionell = gildfnmziai[?tl:'&c]}n“"‘]. Daher auch der Titel
ceiner kritischen Schrift: +Gildensozialistische Rechnungslegunge. Nun
heruht zwar unsere Arbeit auf der Annahme einer gilden-sozialistisch
zusammengefaBten Produktion, jedoch im Rahmen einer lf unktio-
nell organisierten Gesellschaft. Aus der funktionellen
Organisation der Gesellschaft aber, nicht ans
der gildensozialistischen Zusammenfassung
der Produktion, leiten wir nnsere Gedanken-
ginge abl! Weil setzt nun, wie gesagt, den Terminus funktionell,
dessen Bedeutung in der neueren sozialistischen Literatur thm offen-
bar unbekannt geblicben war, mit dem Terminus sgildensozialistische
gleich. An dieser entscheidenden Milldeutung mubten
seine redlichen Bemiihungen unsere Arbeit zu verstehen, zwangs-
linfig scheitern?), Unser ganzer Gedankengang mubte
ihm als ein Chaos von Widerspriichen vorkommen. Diese sWider-
spriiches 2%) finden aber ihre matiirliche Aufldsung, wenn unter Ver-

— —— —— - -

) Weil setzt » funktionell = gildensozialistische (5. 201, 202, 212 et passim).
Es genngt hiegegen daravf hinzuweisen, dall die Schopfer der Gildenbewegung,
wie A. J. Fenty, A R. Orage die funktionalistische Gesellschafts-
theorie ablehpen, Ahnlich, wenn auch weniger bestimmt, die Gildensozialisten
W. Mellor und 5. Taylor, unter den Gegnern des Gildensozialismuos
hinwieder auch Anhanger der funktionellen Theorie angutreffen sind (siehe
Anm. g). sFunktionells und sgildensozialistische stellen Gberdies Begriffe
verschiedener Ordnung dar. Weil scheint nun :Funktione mit sBerufe zn
verwechseln und wnter funktionellen Verbioden sBerufsverbindee d. h. Ge-
werkschaiten zu wverstehen! So bezeichnet er an einer Stelle (Anm. 15) die
Gewerkschaften als die sfunktionellens Organe in RuBland, im G e gen-
satz zu den Sowjets, als der szentralen Verwaltunge. Voo einem funk-
ticnellen Verband in einer Gesellschaft zu sprechen, ist aber ebenso verkehrt
wie von einer Hiallite eines symmetrischen Kérpers zu behaupten, daB
diese symmetrisch sei, die andere Hilfte nicht. Siehe fibrigens die Ansfih-
rungen Weils iber sdie richtig verstandene funktionelle Wirtschafte (S. 203),
wo Weil gelegentlich die Konsumenten sdurch den Trust, dem sie als Prodn-
zierende angehorens versorgen lassen und sie dann durch diesen selben Trust
»vertretens lassen will (5. 6). Das wire nun selbstredend das genaune Gegenteil
¢iner funktionellen Vertretung.

¥ Im Teile TI1. B. gibt z. B. Weil unsere Annahmen also wieder: sDie
+Uebercinkunfts der beiden Hauptverbinde (S. 405) setzt also sPreisec fest,
d. B. beschlieft mit der durch die Geschiftsordnung vorgeschriebenen Majoritat
vZifferne {ir jede Art von Produktion.s DaB, im Gegenteil, die Hauptverbinde
nur den Grundlchn und gewisse Rohstoffpreise festsetzen, im dibrigen far
jede Art der "roduktion ein zwischen Konsument und Produzent
frei vereinbarter . cis (Vereinbarum gspreis) gilt, hat Weil nicht
verstanden., Und so fort.

**) Allerdiogs haben wir an einer Stelle im Texte (5. 413), aus einer
alteren Fassung versehentlich den Ausdruck sUebergangswirtschafts statt
* Wirtscaafte stehen lassen. »Sozialpolitische statt ssozialistische auf 5. 420

stelit aber, wie aus dem Zusammenhang offenkundig hervorgeht, einen blofen
Druckfehler dar.
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einbarungspreisen nicht ithr Gegenteil verstanden wird, sowie, wenn
die produktionsorganisatorische Vorstellung  einer gildenmiBig zu-
sammengefaliten Produktion durch den ganz anders gearte-
ten Begriff einer funktionellen Verfassungsform der Gesecllschaft
ersetzt wird #1).

Blof zufillig knnptm sich unter dieser Verumstindung sachliche
Berithrungspunkte zwischen Weils kritizchen Eemerkungen und unse-
rem Gedankengang ergeben. Wir haben nur einen angetroffen, und
zwar wo Weil die Bestimmung der quasi-sozialen Kosten fiir un-
durchfithrbar erklirt, weil hiezu von den necuen Produktionskosten
eine svolbg imaginire GroBe substrahiert werden miiBte, niamlich
diejenigen Kosten, welche entstanden sein wiirden, wenn infolge Unter-
bleibens der fraglichen Einwirkung des sozialen Rechtes, z. B. dieses
bestimmte Produkt iiberhaupt nicht, sondern an seiner Stelle ein
anderes produziert worden wiire **)e. Diese Bemerkung ist insoferne
zutreffend, als die Kosten der Einwirkung des sozialen Rechtes in
bestimmten Grenzfallen, nidmlich wo diese Einwirkungen
ganz neue, d. h. mit den hisherigen unvergleichbare Produktionsbe-
dingungen schaffen wiirden, konjektural werden miiBten, d. h. ihre
errechnete Summe innerhalb angebbarer Grenzen schwanken miilite.
Fiir die Wirtschaft einer funkitionellen Gesellschaft wiirde nun ein
derartiger Grenzfall den Uebergang zu einer dynamischen Erscheinung
darstellen, die den sUebergang von Kostengruppen ineinanders zur
Feolge hitte®*). In der Dynamik miissen nimlich gewisse »soziale
Hostene immer wieder zu snatiirlichen Kostens« werden und zwar
geschieht das in der Regel sobald diese sozialen Kosten zu den all-
gemeinen Produktionsbedingungen der Gesellschaft geworden sind.
Der Giirtel von Eingriffen in die Wirtschaft verdichtet sich in diesem
Fall zum Rahmen der Wirtschaft und damit werden die, durch diese
Eingriffe verursachten Kosten aus Eingriffskosten zu Rahmenkosten
und diirfen nicht mehr als soziale, sie miissen als natiirliche Kosten
gedeutet werden. Die Rechnungslegung iiber diesen Uebergang bildet
dann die Rechnungslegung iber die Dynamik der
Wirtschaft, chne die eine ziffernmiBige Ucbersicht iiber lingere
Perioden grundsiitzlich nicht méglich wiire. In der von uns an-
gcnommenen funktionellen Gesellschaft wiirde der Uebergang einer
1sozialene Kostengruppe in eine matiirliches fallweise durch die
Uebereinkunft von Kommune und Produktionsverband festgestellt
werden. Der Einwand Weils beruht somit auf einer dynamischen
Erscheinung, die wir in unserem statischen Bilde unberficksichtigt

M Dafl Weil diese Verfassungsform nicht kennt, beweist er anch,
indem er in Anm. 2 unsg die Fh;haﬂ:ung des Terminus s KHommunes zuschreibt,
wiewoh]l die Bekanntschaft mit den bloBen Kapiteliberschriften von Coles
eGuildsocialism re-stateds, London 1520, genfpgt haben mibte, um ihn vor
diesemn Irrtum zo bewahren. '

i) Vgl. a. a. O. 5. 209.

) Vgl. unsere Schrift Anm. 24.
£ i
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lassen mubten und andeutungsweise in eine Anmerkung verlegten,
die Weil allerdings gleichfalls milverstand 24),

M) vgl. Weil a.a.0. S.209, 210. Diesrechnerische Bestimmung der Grofen
snatirliches und ssozialee Kosten bildet fiir uns allerdings skein Problems,
da wir grondsditzlich am Kostenprinzip festhalten und das Wertprinzip
B (im Sinne der subjektiven Schule], durch den funktionell organisierten »Markts
hindurch wirken lassen., W e il wirft uns auch vor, das Problem der Summier-
barkeit der Kostenelemente zu idibersehen, obwohl wir vermeinten, dieses
j | Problem in strenger Form als erste aufgeworfen zu haben, und es jedenfalls
: schr ausfahriich erdriern. Allerdings geht Well sowohl {iber diese, wie fiber
) 3 die ebenso wesentliche Apalyse des Produktivititsbegriffes mit einem Witz
oder einer nichtssagenden Andeutung hinweg (a. a. 0. Aom. 22 und 5. 207),
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The Functionalist Theory of Society and the Problem of Socialist Economic Calculability
(A rejoinder to Professor L. von Mises and Dr. Felix Weil)

[This article originally appeared in Archiv fur Sozialwissenschaft und Sozialpolitik, Vol. LII,
1924, pp. 218-227. Translated by Kari Polanyi-Levitt.]

Our essay on Secialist Economic Calculability' has been subjected to critiques from several
sides - some more, some less incisive.” As an introduction to this short note of response, we
briefly summarize our position with respect to the ongoing discussion of the problem of socialist
economic calculability.

The significance of the problem for socialist economies has now become generally
acknowledged.® There are basically three contending groups of viewpoints - two of which
represent the traditional contradiction between market and non-market economy,* while the third
position, which is not so well defined, takes its point of departure from reasoning independent
of the traditional dichotomy. The advocates of this third position are less numerous to be sure:
we refer to them as representatives of positive socialist theories.

As regards the two major contending groups, there is agreement concerning the problematic.
Both sides identify the contradiction between market and non-market economy with the
contradiction between capitalism and socialism, and both sides accept a definition of socialist
economy in its collectivist and state-socialist sense, which, moreover, is assumed to be a non-
exchange, non-market command economy. However hotly the contending positions are debated
by their respective advocates, both sides to the dispute make common front against the more
recently constituted third group in this debate. The latter includes the pioneers of functional
(pluralistic) socialism in England, particularly the advocates of functional guild socialism and
embraces also socialist theoreticians who share the orientation of E. Heimann and T
Marschak .’

Our own writing originated in a challenge to the two conventional positions and should be
interpreted as an attempt to respond to the need to create a positive socialist theory of economics
(Wirtschaftslehre) as distinct from what, in our view, is a somewhat state scholastic debate
between orthodox Marxists and their "bourgeois” enemies.®

Thus, to the meat of the matter. The acknowledgment of the need to create a "positive socialist
economics” implies the admission that such a body of knowledge does not, as yet, exist. Our
article addressed itself in detail to the articulation of an appropriate methodology, for the
treatment of the problem of economic calculability in a socialist economy. We have consciously
and deliberately selected definitions and related postulates in a fashion which permits the
development of a positive theory of the economics of socialism.

Specifically, we are concerned with three aspects. Firstly, with respect to the definition of
socialist economy; secondly, with respect to the mutual relationship between the legal and the
economic order; and ultimately with the mechanisms which drive the economy. Our conception




of a socialist economy is one which conceives of the organizations of communal economic
activity, in the widest sense of the term, as autonomous. The realization of two central
requirements - the advancement of maximal productivity on the one hand, and of the rule of
social justice on the other, (as manifested in the distribution of the product and in the social
orientation of the direction of production) - constitutes the essence of our concept of a socialist
economy.’

We approach the concepts of law and economy in the same spirit: not statically, as two
manifestations of the social - economic base, (property relations = relations of production), but
dynamically as two relatively independent determinants of social reality. In this manner we are
able to distinguish between circumstantial and directly interventionist effects of legal property
relations on the economy, a distinction which escapes the conventional alternatives of the
planned command economy versus the free market economy.®

Finally, we formulate the problem of the divorce between "natural” and "social" costs of the
product” in terms of an analysis of "holistic economic will" (einheitlicher Wirtschaftswillen)
respecting motivation and clarify the relationship between the inner organization of economic
actors with the behaviour of economic groups.

All of this 1s but a starting point toward the construction of a positive theory of socialist
economics. It 1s, however, not difficult to establish the fact that our approach to definitions and
postulates of 1s crucial if we seek to construct such a body of systematic knowledge. The English
functionalists proceeded in similar fashion to overcome the supposedly inherent contradiction
between collectivism and syndicalism.' In our previous work we attempted to explain that our
definitions and assumptions can bear fruit only in the intellectual soil of a functionalist approach
to society.!! In summary, our attempted solution depends on the dual premise that the
contradiction "market versus non-market economy" is not a useful point of departure for a
theory of the economy and that the contradiction "collectivism versus syndicalism” does not
necessarly represent meaningful alternatives for a theory of organization of a socialist economy.

In his critique, Mises went to the heart of the matter in an attack on the functionalist position:
"Between syndicalism and socialism there can be no compromise and no reconciliation,” says
Mises. (Socialism in this context is to be understood as collectivist centralized socialism). The
error of our model, according to Mises lies in the indeterminacy with which it seeks to evade
"the key issue: syndicalism or socialism”. In particular, Mises questions our propositions
regarding a constitutional structure which places joint direction of society in the hands of two
functionally defined constituent bodies - one representing producers, the other consumers. Mises
offers the following proof for his objection to our model:

He quotes from our article: "Functional representative associations of one and the same set of
people can never result in an insoluble conflict between them - this is the basic tenet of all
functionalist constitutional models". He elaborates: "The basic tenet of the functionalist
constitutional model is flawed. If, as is implicitly assumed by Polanyi’s and all other similar
models, the parliament of consumers is constituted with one vote for each individual, while the



parliament of production enterprises proceeds by means of a different logic of choice, there can
most certainly be conflict between them. In the event that neither the organized consumers
(Kommune) nor the congress of producers associations is vested with the power of ultimate
decision to resolve the conflict, the system is not viable. If ultimate decisions rest with the
organized consumers, we have a model of a centralized command economy - which Polanyi
rejects as incapable if undertaking rational economic allocation. If final decision making powers
are vested in a Congress of Producers, we have the syndicalist model."

This line of argument would indeed be convincing if the implicit starting point on which it is
predicated were valid. It is, however, invalid. Mises initial point of departure would have to be
that "the constitutional model cannot be operational unless ultimate decision powers are vested
in one or the other of the two constitutionally recognized associations.” There is no lack of
evidence. however, that in the overwhelming number of systems which are acknowledged to be
perfectly viable, the opposite is true: the final decision is effected with input from at least two
sets of economic actors.

The erroneous conclusion drawn by Mises 1s explamned by the fact that he has failed to
distinguish between the two meanings of the words "constitutional form" (Verfassungsform), one
relating to the societal power relations (Machtverhaltnis), the other to mutually recognized
societal relations (Anerkennungsverhaltnis). Only in the first sense of the word, i.e. as a societal
power relationship i1s it true that in order for a society to be viable, there is need for a supreme
political directorate which can decide an issue in favour of one or the other contending parties
to a dispute. If we consider constitutionality in the second sense of the word, 1.¢. as a
relationship of two associated groups with mutually recognized rights and interests, matters are
very different. Because Mises does not make this distinction, he erroneously concludes that a
constitutional order cannot be viable unless decision making powers are vested in one of the
contending groups. Mises” error is perhaps veiled in the ambiguity of the words "final decision”,
insofar as the adjective "final" may mean ultimate in the sense of the power relations which lie
behind the interest groups or it may refer to the (777).

But even an erroneous line of reasoning may reveal a pertinent objection to an argument. For
this reason, we will attempt to address Mises’ critique after we have briefly dealt with the
problem of the teleological necessity of an ultimate court of decision both in the constitutional
sense of power relations, and in the societal sense of the resolution of conflict between
recognized interest groups.

In pure power relations, a conflict between two parties can only be resolved by the permanent
superiority of one party over the other. In this case, the outcome will indeed be determined by
one of the two parties. In the case of equal or changeable relative strength of the two parties,
there can be no solution by means of power relations: the settlement of the conflict on the basis
of power relations remains elusive. Insofar as a conflict is in fact resolved in such a case, it can
only be by reference to mutual recognition by both parties of their social interdependence (e.g.
by drafting a constitution,or by law, or custom, etc.). It is possible even in this case - albeit
more in appearance than reality - that the outcome is imposed (as in the case of taking turns or




decision by draw). This, however, is likely to be the exception rather than the rule. In the
general case the parties have the duty to reach an accord, which is mutually respected and which
secures the settlement against possible re-emerging conflict. The relative strength of the parties
will determine the range i which a compromise is struck. This, however, is qualitatively
different from the case of decision by a power above the constitution which suspends and
displaces the social contract between the parties. The identification of the relatively stronger

———

(Ubermacht) is an error.

The position of Mises should thus be reformulated as follows: "The permanent superiority of
consumers associations over a congress of producers, (or the reverse), excludes the mutual
recognition of the interests of the two groups; in this case, their relationship must remain in of
pure power which can only be viable in the event that final decisions rest with one or the other
association. Ergo: collectivism or syndicalism. "

To bring evidence of his objection to our thesis, Mises would have to explain which of these two
organized nterest groups would capture permanent power within the system. (As explained
above, a stable solution would require the permanent superiority of one or another party, insofar
as rise and fall from supremacy of one or the other party would require precisely the kind of
mutual recognition of their interests which we have demonstrated). Mises cannot evade the
question, insofar as he cannot prove, a priori, that either one or the other of these functionally
based associations are likely to gain permanent superiority.

The question has no a priori answer. Man as producer and man consumer represent two aspects
of human motivation which are determined by a single life process - the economic activity of
the individual. The interests which arise from these motives thus, manifest themselves
fundamentally in equal measure. Insofar as associations of citizens and consumers and
associations of producers represent complimentary aspects of human economic activity, they are
fundamentally equal in relationship one with the other. A tendency toward the stronger assertion
of one organized interest group over the other is as likely as would be the case for an individual.
In the event of such an imbalance, there will be a tendency to a corrective counter movement
toward equilibrium. The functional principle will tend towards the institution of the mutual
recognition of two organized interest groups and constitutes our response to Mises’ contestation
of our thesis. ™

We note that we have never stated that there could not be conflict between associations of
consumers (kommune) and producers. Such conflicts are an essential dynamic lifeforce of a
functionally organized socialist society. In place of conflicts between groups of individualistic
opposing interests, such as is the case in a class society, socialism permits conflict between
variously constituted aspects of the same body of individuals which animate the society
(Bewegungsprinzip) and the economy. Not only because choices are ordered differently by
individuals, as argued by Mises, but precisely because the functional organizational model
facilitates conflict between functional associations, there is movement within society. What we
maintain, in opposition to Mises is that those conflicts are never irreconcilable because the




transparency (Durchsichtigkeit) of conflict between functional organizations representing
different interests of the same set of individuals ensure that a solution must be possible, just as
1s the case with respect to contending interests within a single individual. Through their
representatives individuals are faced with the task of confronting themselves. The inevitability
of reconciliation within a functionally organized socialist society is, thus, based on the physical
and psychic unity within the individual and requires no further proof.

In order to prove that such a confrontation could not occur, Mises would have had to turn his
argument against the functional model of social organization. He would have had to prove that
functional representation by association is ineffective in articulating the interests of individuals
as consumers and producers. or that the functional democratic model is not sufficiently
transparent (Durchsichtig) to enable individuals to recognize that they have interests both as
consumers and as producers. Mises did not assert either of these arguments, not to speak of
proving them.

While Mises emphasizes conflict between the interests of individuals as producers and
consumers, and thus vahdates the viability of the model, Weil asserts that consumers and
producers (Kommune und Gilde) have no conflicting interests at all." Small wonder then that
our model, built as functionalist approach to socialists economy appears to him as "mere
imagination"" and a "curious fantasy""” of "mystical powers"'® to the organizations of
consumers and producers. We need not look very far to discover the sources of Weil’s lack of
comprehension. It 1s his misfortune to have misunderstood the two key concepts of our system.
Our model designates the constitutional design of society as a "functionalist” one. With respect
to a socialist economy, we specifically posit a set of fixed prices (Festpreise) and a set of
negotiated prices (Vereinbarungspreise). It is to the latter that our model addresses itself. Weil
has misinterpreted these negotiated prices'’ as a type of fixed price and has ignored the
fundamental nature of the difference. He has similarly misunderstood the term "functional”. He
identifies "functional” with "guild socialist"'® which explains the title of his critique "Guild
Socialist Accountancy”. Although our work assumes a guild socialist organization of production,
we have set this within the framework of a functional organization of society. Our principal
propositions, however, proceed from the functional organization of society and not from the
guild socialist model of production.

Weil has combined the term "functional”, whose meaning within the recent socialist literature
1 evidently not familiar to him, with the term "guild socialist”. This crucial error dooms his
efforts to understand our work to failure.'"” One entire line of argument thus appears to him as
a chaos of contradictions These contradictions™ are easily resolved if one does not misinterpret
negotiated prices (Vereinbarungspreise) to mean their opposite, and confuse the organizational
model of guild-like associations of producers with the very different concept of a functional
constitutional model of society.”

Any meeting of minds between Weil’s critical comments and our line of argument could only
be coincidental. We have found only one such instance, where Weil suggests that the
determination of quasi-social costs is not feasible because it is necessary to subtract from the



new costs of production "an imaginary quantity, i.e. those costs which would be incurred in the
event of a discontinuation of a particular product and its substitution by another product."?
These comments are pertinent insofar that, in marginal cases, such as the costs of a new process,
there may be a range of indeterminacy.” This is a dynamic phenomenon, whereby "social
costs" eventually become "natural costs”. Indeed, this is so as a rule, and takes us into the area
of accountancy of a dynamic economy. In our functional societal model, the transition from
"social” to "natural” costs would have to be determined by agreement between the organizations
of consumers and producers. The objection raised by Weil relates to a dynamic phenomenon
which we could not address in our static treatment.

NOTES

l. Karl Polanyi, "Sozialistische Rechnungslegung." Archiv fur Socialwissenschaft und
Sozialpolitik, Vol. 49, 2, pp. 377-420.

2. Cf. L. Mises, "Neue Beitrage zum Problem der sozialistischen Wirtschaftsrechnune, " Archiv
fur Sozialwissenschafi und Sozialpolitik, Vol. 51, 2, p. 410 ff. O. Leichter, "Die
Wirtschaftsrechnung in der sozialistischen Gesellschaft,” Marx-Studien, Vol. V, 1, 23, pp. 77-
79. F, Weil, "Gildensozialistische Rechnungslegung. Kritische Bemerkungen zu Karl Polanyi’s
‘Sozalistischer Rechnungslegung’”, Archiv fur Sozialwissenschaft und Socialpolitik, Vol. 52, 1.

3. Weil is alone in his contention that in a socialist economy this problem is either non-existent
or of marginal significance. He cites Marx in evidence. But he is wrong in so doing, as shown
by the following passage from Kapital, Vol. III, p. 338: "After the demise of the capitalist mode
of production, the problems of value will continue to rule the process of social production
msofar as the measurement of labour time and the division of labour among productive activities
will require a system of accounting (Buchfuhrung) which will be more important than ever."
(Our translation - K.L.) The statement that the problem of accountancy constitutes the kevstone
of the socialist economic problem is, incidentally, attributable to Lenin. It is well known that
Lenin asserted this in the context of a debate on Soviet Russia in 1920.

4. Among the critics of our work, Mises represents the first group, Weil the last.

5. J. Marschak, Wirtschaftsrechnung und Gemeinwirtschaft with Mises’ "These von der

Unmoglichkeit sozialistischer Gemeinwirtschaft, Archiv fur Sozialwissenschaft und Sozialpolitik,
¥ol. 51, 2, p. 501 fif.

5a. Cf. the interesting book of E. Heimann Mehrwrt und Gemeinwurtschaft. Kritische und
positive Beitrage zur Theorie des Sozialismus (Berlin: 1922), pp. 120, 140, 164 and passim. The
work of the English functionalists were not available to Heimann in original form, which no
doubt explains why Heimann misunderstood the essence of those social theories. (Cf. G.D.H.
Cole’s Guild Socialism Re-Stated [London: 1920] and particularly Secial Theory [London
1920].)... Our position in a general sense is in accord with Heimann’s insofar as we do not
interpret "vollkommene Gemeinwirtschaft” as a systematically ordered set of needs ("gesatzten
Ordnung systematisch orientierten Bedarfsdekung") in the sense of Max Weber, but in the
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functionalist sense as the free play of functionally based associations of individuals, Cf.
Heimann, "Uber gemeinwirtschaftliche Preisbildung," Koln. Vierteljahresch., Vol. 1, 2, p.71.

6. Cf. our work, pp. 380-382.

7. Compare with Weil's definition: "By socialism we understand a social order which (according
to Marx and Engels) is historically progressive, (Note 9)

8. Cf. Webbs "Policy of the National Minimum, " A Constitution for the Socialist Commonwealth
of Great Britain (London: 1920), p. 10.

9. Weil imagines that this resembles Duhring’s "Verteilungswirt." This is erroneous. Duhring's
"Verteilungswirt" represents a monopoly price based on the power of ownership, as in the case
of Duhring’s landlord (Grossgrunbesitz). Weil fails to bring proof of his assertion.

10. S. and B. Webb, definitely opponents of guild socialism claim that British Socialism has
already adopted a functionalist approach. The work of the Webbs was inevitably unsuccessful
in reconciling their collectivist tendencies with the functionalist principle.

11. Op. cit., pp. 413-420.

12. Mises has found our formulation lacking in clarity. We quote: "The association of citizens
as consumers (Kommune) are the owners of the means of production: the right to dispose
(Verfugungsrecht) is not however that of the Kommune but that of the associations of
producers.” Mises claims that the central question: "socialism or syndicalism", is here evaded.
Mises position is then: "property is the right to dispose. If that right is accorded to organized
producers and not to organized consumers, then the producers are the effective owners and we
have a syndicalist model." (49) But ownership is not only the right to dispose, it is also the right
to appropriate (Aneignungsrecht). Insofar as the Kommune is the owner of the means of
production, it has both the right to appropriate the product, as also the right to dispose of the
means of production. Both of these are exercised as social rights, within the framework of the
economic order.

13. Footnote 29.
14. p. 213.
15 p. 212,
16. p. 212.

17. Clearest in "Festsetzung" or "Vereinbarung von Preisen” pp. 210 and 215 and 201, footnote
29 and Part III, B and Weil’s critique.




18. Weil equates functional with guild socialism. We draw attention to the fact that the founders
of the guild movement, A.J. Fenty and A.R. Orage, did not accept functionalist social theory.
Similarly, although not without ambiguity, the guild socialists W. Mellor and S. Taylor have
been considered adherents of functional theory by their opponents. "Functionalist” and "guild
socialist” have several meanings. Weil has confused "function" with "profession” and has
interpreted functional associations as professional associations, i.e. trade unions. Thus he refers
to trade unions as the "functional” organs in Russia, in contradistinction to the Soviets which he
considers as "central administrators.” To refer to one functional association in a soclety is as
wrong as to maintain that one half of a symmetrical body 1s considered to be symmetric while
the other half 1s not. Reference is to Weil's discourse on "the functional economy”, where Weil
suggests that consumers are served "by the "Trust” to which they belong as producers” and are
‘represented” by the same "Trust. This would, of course, be the exact opposite of functional
representation.

19. Well summarizes our argument as follows: "The agreement (Ubereinkunft) between the two
principal associations determines prices, i.e. determines the figures (Ziffern) for each and every
type of product.” In our model, only wages and select raw material prices are pre-determined.,
while all prices of all other products are freely determined between consumers and producers
(Vereinbarungspreis). Weil has failed to comprehend this.

20. (Omutted as trivial).

21. Weil reveals his lack of familiarity with the functionalist model insofar as he credits us with
the creation of the term "Kommune," whereas even a passing acquaintance with Cole’s Guild
Socialism Re-Stated would have sufficed to save him from this error.

22. Cf. op. cit., p. 209.

23. Cf. our writing, footnote 24.

24. Cf. Weil, pp. 209, 210. The calculability of "natural” and "social" costs does not constitute
a problem for us, insofar as we base our system on costs, leaving value, in the utility sense of
the word, to the operation of the orgamized "market". Weil charges us with failure to deal with
the problem of additivity of costs, whereas we have addressed ourselves from the start, precisely
to the problem of costs, in considerable detail. Weil, for his part, discusses this problem, and
the equally important analysis of the concept of productivity, with an offhand remark or two.
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The appended version of the rejoinder by Polanyi to a
critigue by L. von Mises and Dr. F. Weil of his previous article
entitled "Sozialistische Rechnungslegung" (Socialist Economic
Accounting) published in the leading German 1anguage learned

journal Archiv fur Sozialwissenschaft und Sozialpolitik (Vienna,
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1922) , is as carefully translated as was possible, given my
knowledge of the German language, and the inevitable time
constraints. The original German version is available and I very
much welcome correction and improvement of the tramslation. (Furt
— please?77) The critigue by von Mises of Polanvyi ‘s article of
1922 was published in the same journal under the title "Some
recent contributions to the problem of socialist econamic
calculability" (Vol. S1, 1923), while that by Dr. F. Weil was
entitled "Guild socialist fccountancy” (Vol. 52, 1924).

Margie and I have undertaken to produce a thematic treatment
of the social philosophy of kKarl Folanyi, as drawn from the
totality of his writing, and placed within the context of
events and the debates in which he participated. The present
note 1s written i1n haste and inadequately attempts to indicate
something of the context which informs the translated piece.

In the 1220s Ludwig von Mises inherited the mantle of
principal guru of the so-called Austrian School of Economics,
founded by Menger, Wiesen and Bohm—Bawerk. As professor of
economics at the (then) prestigious University of Vienna he
vulgarized the teachings of the founders of that school, and set

it on an ideoclogical course associated with the advocacy of




liberal +free Enterpfige capitalis=sm. His favoured pupil
Frederich v. Hayek, who succeeded him as Frofessor of Economics
at the University of Vienna and subsequently was brought to the
London School of Economics and later migrated to the University
of Chicago — has been faithful to his master and mentor in this
regarad. The Austrian School 15 now (falsely) regarded as one
pillar of the intellectual foundation of the ideoclogy of the
liberal—economic political right. Chicago has long been a
transmission station for the transter of i1deoclogy emanating from
the German—cspeaking world. In this case continuity runs from
Hayek to Friedman. For his contribution to the ideoclogical
foundation of neo-liberalism, Hayek was recently rewarded with a
Nobel prize in economics.

In fact, Menger, Niegéﬁ’and Eohm—Bawerk were in no WaYy
advaocates of free enterprise capitalism, and their insights into
the functioning of a complex economy could have been a point of
departure for the construction of a Agzgzgfé theory of a planned
socialist economy rather than an apologia for liberal capitalism.
We note in passing that the intellectual roots of the
interventionist approach to development planning of
underdeveloped regions of the 1990s as elaborated by P.
FRosenstein—FRodan (of Vienna) are firmly based in the Austrian
School cof economics. [See Rosenstein—Rodan and S. Hyramuric in
Fioneers in Development, 1984.1 The theoretic framework
underlying the work of J. Schumpeter also derives from the
Austrian School.

The intellectual dishonesty practised by Hayek and Robbins

in the late 1930s regarding Menger ‘s work was noticed by Folanyi

kJ




in England in the 1930s. In a little known article written in
1958 and published posthumously in an anthropological anthology
in 1971, Felanyi reminds us that Karl Menger was neither an
advocate of free market capitalism, nor was he satisfied with his
early work on principles of economics — the only Menger teut
available in the English language to this day. It appears that
Frofessor Hayek 1n collaboration with the son of Menger, and with
Lionel Robbins, who edited the L.S.E. Reprint Series in the late
192305, suppressed the second edition of Menger's principles,
{which Menger had laboured on for twenty years), in favour of the
original edition which Menger had explicitly disowned. In the
second (as yet untranslated) edition, Menger roots his theory of
ecocnamics in a societal context and gqualitatively changes the
emphasis of his approach to economic analysis from purely
"formal™ to a more "substantive" one, to use Polanvi’'s
terminology. (The "substantive" approach addresses itself to

man ‘s needs.)} Hayek and Robbins deliberately chose to translate
and popularize the first edition of Menger and Robbins® summary
of economics as "the allocation of scarce resources among
alternative uses", (as in the Nature and Signifance of
Economics), has become the generally accepted definition of the
sub ject matter of economics.

An unpublished monograph length manuscript by Felix Schaffer
of the University of Wellington(?), N.Z. is invaluable in 1ts
detailed account of Folanyi's careful reading of the work of the
Austrian economists in the period 1924-19320 and the development

of his work on "socialist accountancy”. Schaffer prepared a

Lol



dmcturate-in economics at the University of Vienna and benefitted
from years of personal study with Polanyi. He was a member of a
small seminar which Polanyi started at the premises of the Social
Democratic Farty of Austria in 1924, which soon moved to his
apartment. Schaffer records Polanyi ‘s interest at that time in
"the two meanings of economic" contained in the writings of
Menger. (Folanvi, 1971) The manuscript is also crucially
important in documenting the precise passages of Marx ‘s Capital
and Theories of Surplus Value which were so influential in
Folanyi s thought (and explains the origin of Polanvi ‘s
"fictitious commodities" as directly derivative of Marx ‘=
treatment of commodity fetishism in Capital, Vol. 1.)

The Austrian School, based as it was in the notion of labour
and nature as the two fundamental and ultimate economic resources
which give rise to the creation of man—-made goods of increasing
orders of complexity in a dynamic sequence of ever changing
combinations, was an intellectual construct which enriched
socialist thought in the 1920s and the 1930s. Polanyi‘s
contribution to the debate concerning the feasibility of
a socialist model of economic organization was of no great
significance per se and would not merit extended treatment, were
it not for the fact that it provides us with wvaluable insight
into his lifelong search for a theory of saocial economy which
would free man from the dictates of invisible market forces
without imposing an opressive centralized bureaucratic farm of
socialism.

Folanyi became acquainted with the work of Menger and Hohm—

Bahwerk after he moved from Budapest to Vienna in 1920. Their




work was exciting and new. The second edition of Menger ‘=
Frinciples appeared posthumously in 1924, EEhm—Eahwerk's

e e m— m—— — =

Positive Theory of Capital appeared in 192?. The most hotly
contested subject of debate among students of economics at the
time concerned the feasibility of a functioning socialist
economy. It should be remembered that socialism, in any form,
was, at that time, more a dream than a reality. The Russian
revalution was a very recent event and its fate was by no means
assured. The civil war had reduced the Russian econamy to a

shambles, and the revolutions in Central Europe had all been

defeated.

Economlsis—amdMare-

In an atmosphere of political ferment and lncreasing social
and class conflict, as unemployment mounted to unprecedented
levels in post—-war Vienna, FProfessor Mises launched an
intellectual attack on socialism from the platform of the
Classroom. In his book Die Gemeinschaft, published in 1922, he
declared that "there can be no economic activity under socialism,
because economic calculation is impossible without the mechanism
of the market, and without calculation economic actiwvity is
impossible. Without the striving of entrepreneurs and
shareholders for profit, of landlords for rent, of capitalists
for interest and labourers for wages, the successful functioning
of the whole mechanism is not to be thought of. 1It is only the

prospect of profit which directs production into those channels

in which the demands of the consumers are best caticsfied.



Absurd as this may seem to us 60 years later, Mises’ argument
appeared impressive at the time. Polanyi's essay of 1922 was a
refutation of Mises, an early version of the better known models
of Lange and Barone, with significant differences.

The differences are ultimately more important and Folanyi ‘s
technical difficulties with the specification of a functionalist
maodel of a socialist EEDHEM? are ultimately less interesting than
the social phileosophy which lies behind the model. Here we
provisionally identify the following themes:

1) The rejection of market relations as unfree ELnFreiﬂ in the
sense of lacking "transparency". This directly derives from Marx,
who explained, more clearly than anybody before or since, that
capitalist relations of production are alienating in the sense
that the human relations, which lie behind production and
consumption, appear as the impersonal exchange of things
("commodity fetishism"). In a market economy man is "unfree®.

2) The rejection of the centralized “"collectivist" model of
socialism (so-called command economy) as undesirable. Folanyil

favoured a "syndicalist" organization of socialist society; thus,

his admiration for Cole’'s Build Socialism, and his bias toward

the "view from below". r

3) The desire to construct a positive theory of a socialist
society, where the abolition of class antagonisms would open the
way for the exercise of a measure of free will and social
responsibility by citizens in their several capacities,
principally as members of the community and consumers on the one

hand, and workers (producers) on the other. Underlying this

perspective was a regard for the sanctity of the individual,

&



rooted in a humanistic, anti-clerical, Christian philosophy, which
led him to reject economic liberalism as oppressive, likewise to
reject, from early mechanistic and economistic versions of

orthodox Marxism, political organization which substitutes the

rule of the state or hegemonic {U%M} party over citizens

and workers.
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THE FUNCTIONALIST THEORY
OF SOCIETY AND THE PROBLEM OF
SOCIALIST ECONOMIC CALCULABILITY

Reéponse a LudwigVon Mises et Félix Weil

par Karl POLANYI'

Our essay on Socialist Economic fr!.'['.'-.'.l'u.f_rr'll'éy'] has been
subjected to critigues from several sides — some more, some less
incisive*. As an introduction to this short note of TCSponse, we
briefly summarize our position with respect to the ongoing
discussion of the problem of socialist economic calculability.

The significance of the problem for socialist economies has
now become generally ﬂckr1uw1-_-d5ud3. There are basically three
contending groups of viewpoints —two of which represent the

““Die funktionnelle Theorie der Gesellschalt und das problem der
sozialisiische Rechnungslegung - Eine Erwiderung an Pr. Mises und Dr.
Fehx Weil”, Archive fur Socialwissenschaft und Social Palitik (52), 1,

pp- 218-228, 1924, wadunt par Kari Polanyi-Leviw, Instrut Karl Polanyi
d'Economie Politique, Moniréal.

I ar] Polanyi, "Sozialistische Rechnungslegung”, Archiv fur
Sozialwissenschaft und Sozialpolitik, vol. 49, 2, pp. 377-420,

2o ¥, Yon Mises, “"Neue Beitrage zum Problem der sozialistischen
Wirtschaftsrechnung”, Archiv fur Sozialwissenschaft und Sozalpolitik,

vol. 51, 2, p. 410 ff. O. Leichter, "Die Wirtschaltsrechnung in der
sozialistischen Gesellschaft”, Marx-Studien, vol. ¥V, |, 23, pp. 77-79. F.
Weil, "Gildensozialistische Rechnungslegung. Kriische Bemerkungen
zu Karl Polanyi's Soziahistischer Rechnungslegung”, Archiv fur
Sozialwissenschaft und Sozialpelitik,, Yol 52, 1.

3Weil is alone in his contention that in a socialist economy this prahlem
15 either non-existent or of marginal significance. He cites Marx in
evidence. But he is wrong in so doing, as shown by the following
passage from Kapital, vol. [1l, p. 388 : "After the demisc of the capitalist
mode of production, the problems of value will continue to rule the
process of social production insofar as the measurement of labour time
and the division of labour among productive activities will require a
system of accounting (Buchfuhrung) which will be more important than
ever” (Our translation -K. L.). The statement that the problem of
accountancy constitules the keystone of the socialist economic problem
15, incidentally, attributable o Lenin. T is well known that Lenin usserted
this in the context of a debate on Soviet Russia in 1920,
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traditional contradiction between market and non-markot

economy™, while the third position, which is not so well defined,

takes its point of departure from reasoning independent of the
traditional dichotomy. The advocates of this third position are less
numerous o be sure ; we refer to thom as r'l:'pt‘l.“.'?-'ut*nl.-]til.fus of
positioe socialist theories,

As regard the two major contending groups, there is
agreement concerning the problematic. Both sides identify the
contradiction between market and non-market economy with the
contradiction between capitalism and socialism, and both sides
accept a definition of socialist economy in its collectivist and state-
socialist sense, which, moreover, is assumed to be a non-
exchange, non-market command cconomy. However hotly the
contending positions are debated by their respective advocates,
both sides to the dispute make common front against the more
recently constituted third group in this debate. The latter includes
the pioncers of functional (pluralistic) socialism in England,
particularly the advocates of functional guild socialism and
embraces also socialist theoreticians whuo share the orientation of
E. Heimann and J. Marschak?.

d,d\mung the crilics of aur work, Mises represcnis thee First group, W;“l_
the last.

5I . Marschak, Wirm:hqﬂ:rmfhnmg und Cremeinwirtschaft with Mises
“These von der Unmoglichkeit sozialistischier Gemeinwirtschali, Archiv
Jur Sozialwissenschaft und Sozialpolitik, vol, 51,2, p. 301 L.

CL. the interesting book of E. Heimann Mehrwert wnd (remeinwurtschafl

Kritische und positive Beitrage rur Theorie des Sozialismus { Berlin :
1922), pp. 120-140-164 and passim. The work of the English
funclionalists were not available (o Heimann in vriginal form, which no
doubt explains why Heimann mi sundersiood Ue cssence of those new
social theories. (Cf. G. D. H. Cole’s Guild Socialivm fte- stated | London :
1920]) and particularly Social Theory [London ; 1920]... Our position in
4 general sense is in accord with Heimann's insofiar as we do nol interpret
“vollkommene Gemeinwirtschalt” as a systemutically ordered set of
Pﬂﬂis ("gesatzten Ordnung systematisch orientierten Bedarfsdeckung”)
in the sense of Max Weber, but in the functionalist sense as the [ree play
of functionally based associatinns of individuals. Cf. Heimann, “"Uber

gﬂd“ﬂil‘l\'i"il'lsﬂhilﬁi'lthﬂ Pl'i.!iihi |dung"‘. ﬁ-ﬁfﬂl {'}w'frfﬂ'}[fhrf-‘""j-- ‘-{]J_ I1I 2‘ P"
L
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Our own writing originated in a challenge to the two
conventional positions and should be interpreted as an attempt to
respond to [hlﬂ need to create a positive socialist theory of
cconomics { Wirtschaftslehre) as distinct from what, in our view, is
a somewhat stale scholastic debats between orthodox Marxists

and their «bourgeoiss adversaries?,

Thus, to the meat of the matter. The acknowledgement of the
need Lo create a positive socialist economics implies the admission
that such a body of knowledge does not, as yel, exist, Our article
addressed itself in detail to the articulation of an appropriate
methodology for the treatment of the problem of economic
calculability in a socialist econemy. We have consciously and
dehiberately selected dehnmitions and related postulates i a
fashion which permits the development of a positive theory of the
cconomics of socialism.

Specifically, we are concerned with three aspects. Firstly, with
respect to the definition of socialist economy ; sccondly, with
respect to the mutual relationship between the legal and the
economic order ; and ultimately with the mechanisms which drive
the economy. Our conception of a socialist economy 1s one which
conceives of the organizations of communal economic activity, in
the widest sense of the term, as autonomous. The realization of
two central requirements —the advancement of maximal
productivity on the one hand, and of the rule of social justice on
the other, (as manifested in the distribution of the product and in
the social orientation of the direction of production)— constitute
the essence of our concept of a socialist u:-:unumy_"'.

We approach the concepts of law and economy in the same
spirit : nos statically, as two manifestations of the social-economic
base, (property relations : relations of production), but

E'Cf our work, pp. 380-382. |
Cnmpam with Weil's definition : "By socialisme we understand a socal
order which (according 10 Marx and Engels) is histerically progressive,

(Note 9.
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dynamically as two relatively independant determinants of social
reality. In this manner we are able to distinguish between
circumstantial and directly interventionist effects of legal property
relations on the economy, a distinction which cscapes the
conventional alternatives .n.rr the planned command CCconomy

h

versus the free market cconomy

Finally, we formulate the |.1rul*h'lli el the divorce between

snaturals and ssocialy costs ol the |'='I.'lJ1H.|I} in terms of an
analysis of «hoslistic economic wills (etnheilicher Wertschaftsunllen)
n‘.—*:i}':;:ctmg motivation ; and clarity the relationship between the
inner organization of economic actors and the behaviour of
CCONOMIC Zroups,

All of this is only a starting point toward the construction of a
positive theory of socialist economics. It is, however, not difficult
to establish the fact that our approach to definitions and
postulates is crucial if we seck to construct such a body of
systematic knowledge. The English tunctionalists proceeded in
similar fashion to overcome the supposedly inherent
contradiction between collectivism and syndicalism 'V, In our
previous work we attempted to explain that our definitions and
assumptions can bear fruit only in the imlellectual soil of a

functionalist approach to society' !, In summary, our attempted
solution depends on the dual premise that the contradiction
smarket versus non-markot cconomy s 15 not a uscful point ot
departure for a theory of the economy, and that the contradicton

= -

SCI, Webbs “Policy of the Natonal Minimum", A Constitution for the
Socialist Commonwealth of Grear Briam (London : 1920), P 1

IWeil imagines that this resembles Duhring's “Vertedanpswire” . This is
erroneous. Duhring's “Verteidlungswirt” represents o monopoly price
based on the power of ownership, as in the case of Duhring's landlord
(Crrassgrundbesitz). Weil fails w bring proaf of lis assertion,

105 4na B. Webbn delinitely opponents of guild socialism chum that
British Socialism has already adopred a lunctionalist approach. The work
of the Webbs was inevitably unsuccessiul in recin thing their collectivist
tendencies with the functionalist prineiple,

Hop, cir., pp. 413420,
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wcollectivism versus syndicalism» does not necessarily represent
meaningful alternatives for a theory of organization of a socialist
ECONOIMY.

In his critique, Mises went to the heart of the matter in an
attack on the functionalist position : «Between svndicalism and
socialism  there can be no compromise and no -r'l_*l.‘t}nci]iallc.'rr1--,
savs Mises. (Socialism in this context is to be understood as
collectivist centralized socialism). The error of our model,
according to Mises lies in the indeterminacy with which it secks to
evade «the key issue : syndicalism or socialisme. In particular,
Mises questions our proposition regarding a constitutional
structure which places joint direction of society in the hands of
two tunctionally defined constituent bodies —one representing
producers, the other consumers. Mises offers the tollowing proof
tor his objection to our model.

He quotes from our article : «Functional representative
associations of one and the same set of people can never resull in
an insoluble conflict between them —this 1s the basic tenet of all
functionalist constitutional models». He elaborates @ «The basic
tenet of the functionalist constitutional model 1s tlawed. [f, as s
implicity assumed by Polanyi’s and all other similar models, the
parliament of consumers is constituted with one vote for cach
individual, while the parliament of production enterprises
proceeds by means of a different logic of choice, there can mpst
certainly be conflict between them. In the event that neither the
organized consumers (Kommune) nor the congress of producers
associations is vested with the power of ultimate decaision to
resolve the conflict, the system 1s not viable. If ultimate decisions
rest with the organized consumers, we have a model of a
centralized command economy —which Polanvi rejects as
incapable of undertaking rational economic allocation. I hinal
decision making powers are vested in a Congress of Producers,
we have the syndicalist models.

This line of argument would indeed be convincing if the
implicit starting puint on which it is predicated were valid, [t 1s,
however, invalid. Mises initial point of departure would have to
be that «the constitutional model cannot be operational unless
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ultimate decision powers are vested 1in onc or the other of the two
constitutionally recognized associations«. There is no lack of
evidence, however, that in the overwhelming number of cases of
systems which are acknowledged o be perfectly viable, the
u'ppﬂsﬂe is true : the final decision is etfected with input from at
least two sets of economic actors.

The erroncous conclusion drawn by Mises is explained by the
fact that he has failed to distinguish between the two meanings of
the words «constitutional forms {Verfussungsformn), one relating to
the societal power relations (Machtverhiltnis), the other to
mutually recognized societal relations (Anerkennungsverhaltns).
Only in the first sense of the word, i ¢ as a societal power
relationship is it true that in order for a society to be viable, there
15 need for a supreme political directorate which can decide an
1ssue in favour of one or the other contending parties to a dispute.
If we consider constitutionality in the second sense of that word,
1.e. as a relationship of two associated groups with mutually
recognized rights and interests, matters are very different.
Because Mises does not make this distinction, he erroneously
concludes that a constitutional order cannot be viable unless
decision making powers are vested caclusively in one of the
contending groups. Mises' error 15 perhaps veiled in the
ambiguity of the words «final decisions, insofar as the adjective
=final» may mean ultimate in the sensc of the power relations
which lie behind the interest groups.

But even an erronecus line of reasoning may reveal a pertinent
objection to an argument. For this reason, we will attempt to
address Mises' critique after we have brictly dealt with the
problem of the teleological necessity of an ultimate court of
decision both in the constitutional sensc of pawer relations, and in
the societal sense of the resolution of conflict botween recognized
interest groups.

In pure power relations, a conflict between two partics can
anly be resolved by the permanent superiority ol one party over
the other. In this case, the outcome will imndeed be determined b"l"
one of the two parties. In the case of equal relative strength of the
two parties, there can be no solution by means of power relations :
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the settlement of the conflict on the basis of power relations
remains elusive. Insotar as a conflict is in fact rv;ulw-d in such a
case, it can only be by reference to mutual recognition by both
partics of their social interdependence (e, -hrf by ;Jr:;flmH a
constitution, or by law, or custom, ete.). It is possible even in this
case —albeit more in appearance than reality— that the outcome
15 imposed (as in the case of «taking turns» or decision by
drawing lots). This, however, is likely to be the exception rather
than the rule. In the general case the partics have the duty to reach
an accord, which is mutually respected and which secures the
settlement against possible re-emerging conflict. The relative
strength of the parties will determine the range in which a
compromise is struck. This, however, is qualitatively different
trom the case of decision by a power above the constitution which
suspends and displaces the social contract between the parties.
It is erroneous to equate the relatively stronger position
(Ubergewicht) of one of the two parties with decision making by a
politically superior power (Ubermuacht}.

The position of Mises should thus be reformulated as follows
«The permanent superiority of consumers associations over a
congress of producers, (or the reverse), excludes the mutual
recognition of the interests of the two groups ; in this case, their
relationship must remain one of pure power which can only be
viable in the event that final decisions rest with one or the other
association. Ergo : collectivism or syndicalisme,

To bring evidence of his objection to our thesis, Mises would
have to explain which of these two organized interest groups
would capture permanent power within the system.
(As explained abowve, a stable solution would require the
permanent superiority of ene or anether party, insotar as risc and
fall from supremacy of one or the other party would require
precisely the kind of mutual recognition of their interest which we
have demonstrated). Mises cannot evade the question, insolar as
he cannot prove, a prior, that cither one or the other of thoeso
functionally bascd associations are likely o gain perminent
superiority.
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The question has no @ priori answer Man as producer and
man as consumer represent two aspects ol human motivation
which are determined by a single lite process —the economic
setivity of the individual, The interest which arnse fruom these
mut:iv;‘s-, thus, manifest themselves tundamentally in equal
measure. Insofar as associations of citizens and consumers and
associations of producers represent complementary aspects of
human economic activity, they are fundamentally equal in
relationship one with the other. A tendency toward the stronger
assertion of one organized interest group over the other is as
likely (or unlikely) as would be the case tor an individual. In the
event of such an imbalance, there will be a tendency to a
corrective counter movement toward equilibrium. The functional
principle will tend towards the institution of the mutual
recognition of two organized interest groups and constitutes our

: ; S [
response to Mises” contestation of our thesjs !+

We note that we have never stated that there could not be
conflict between associations of consumers (Kemmune) and
producers. Such conflicts are an essential dynamic lifeforce of a
functionally organized socialist socicty. In place of conflicts
between groups of individualistic opposing interests, such as is
the case in a class society, socialism permits conflict between
variously constituted aspects of the same body of individuals
which animate the society (Bewegungsprinzip) and the economy.
Not only because choices are ordered differently by individuals,

12Mises has found our formulation lacking in clarity. We quote : «The
associalion of cilizens as consumers {Kowunune) are the owners of the
means of production : the nght to dispose (Verfugungsrecht) 15 not
however that of the Komraune  bul that of the associations of producerss.
Mises claims that the central question : «socialism or syndicalisms, is
here evaded. Mises position is then | «property s the right to dispose. 11
that right is accorded 1o orgamized producers and nol o organized
consumers, then the producers are the effeetive owners amd we have a
syndicalist model= (49). But ownership 1s not only the nght 1o dispoase, il
15 also the night o appropriate (Aneignangsrecht)  Insofar as the
Komrmune 15 the owner of the means of prochuction, it has bath the right
lo appropriate the product, as also the right o dispose of the means of

production. Both of these arc excercised as social rights, within the
framework of the economic order.

|
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as argued by Mises, but precisely because the functional
organizational model facilitates conflict between functic:al
associations, there s movement within socicty. What we
maintain, in opposition to Mises 1s that those conflicts are never
wreconcilable  because the transparency (Durchsichtigheil) of
conflict between functional organizations representing different
mterests of the same set of individuals ensure that a solution must
be possible, just as is the case with respect to contending interests
within a single individual. Through their representatives
individuals are faced with the task of confronting themselves.
The inevitability of reconciliation within a functionally organized
socialist society is, thus, based on the physical and psychic unity
within the individual and requires no further proof

In order to prove that such a confrontatien could not occur,
Mises would have had to turn his argument against the tunctional
model of social organization. He would have had to prove thal
functional representation by association is ineffective
in articulating the interests of individuals as consumers and
producers, or that the functional democratic model is not
sufficiently transparent to enable individuals to recogmize that
they have interests both as consumers and as producers.
Mises did not assert either of these arguments, not to speak of
proving them,

While Miscs emphasizes conflict between the interests of
individuals as producers and consumers, and thus vahdates the
viability of the model, Weil asserts that consumers andproducers
(Kommune und Gilde) have no conflicting interests at all.
Small wonder then that our model, built as functionalist approach

e = . = -+ = - ]q
to socialist economy appears to him as «mere imaginations ™ and

a «curious fantasy»1% of «mystical PUWL"I"&"]'S to the organizations
of consumers and producers, We need not look very lar to
discover the source of Weil's lack of comprehension. It is his
misfortune to have misunderstood the two key concepts of our

3p 213,
14p 212
15p, 212,
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system. Our model designates the constitutional design of society
as a «functionalist» one. With respect to a socialist économy, we
specifically posit a set of fixea prices  (Festpeeise) and a set of
negotited prices (Veretnbarungspreise) [t s to the latter that oor
model addresses itself. Wl has |1'|i.tLr1.tnr|.1n-|r|.| these negotiated
prices 16 a5 type of fixed price and has tgnored the fundamental
nature of the difference. He has similarly misunderstood the term
«functionals. He identifies «functionals with «guild socialists!?
which explains the title of his cntique «Guild Socialist
Accountancy». Although our work assumes a puild socialist
grganization of production, we have set this within the
tramework of a functional organization of society Our principal
propositions, however, proceed from the functional organization
of society and not from the guild socialist maodel of production.

Weil has combined the term «functionale, whose meaning
within the recent socialist literature 1= evidently not familiar to
him, with the term «guild socialist». This crucial error frustrates

W6 Cearest in «Festselzung» or «Yereinbarung von Preisens, pp. 210,
215 and 201, footnote 29 and Part 111 B of Weil's o o,

Il equates funcuonal with guild socialism,. We draw ailenton 1o the
fact that the founders of the guild movement, A, I Penty and A, R,
Orage, did not accept functionahst social theory, Sumilarly, although not
without ambiguity, the guild socialists W, Mellor and S, Taylor have
been considered adherents of [unclional theary by their apponents.
«Funclionalist» and eguild socialists» have several meanings. Weil huas
confused «function» with «professions and has interpreted functional
associations as professional associations, 1. ¢ trade unions, Thus he refers
to trade unions as the «funclionals organs in Kussia i contradisinction
lo the Soviels which he considers as «centrul adnnnistrations=. To refer
to one Tunclional association in & society is as wrong as o maintain that
one half of a symmetrical body 15 considered 10 be symmetric while the
other hall is not. Reference s o Weil's discourse on athe functional
cconomy», where Wesl suppesks the consumers are servied nh_y the
“Trust” to which they belong as producerss und are srepresenteds by the
same “Trust”. This would, of course, be the exact opposite of Tunctional
represcnialion.




The functionalist theory of society and 125
the problem of socialist economic cafculability
Ra'-ln'.‘r'-'.l'l.'h't‘ il Lutfﬁ'ﬂj;' Vi Mises et Félix Weil Karl Palarm

his efforts to understand our work !H Our entire line of argument
thus appears to him as a chaos of contradictions !
These contradictions!™ are casily resolved 1t one does not
['r':l‘1|'i'||:l."|:‘j.'?r'l."|: TIt'E,UH.!LL'd PTICES LG mcan their Gpposite, and
confuses the orgamizational model of guild-like associations ol
pruducur:—- with the very ditferent concept of a functional
constitutional model of ‘i{}{'i{!t}"?’[:'

Any meeting ot minds between Weil's critical comments and
our line of argument could only be coincidental. We have found
only one such instance, where Weil sugpgests that the
determination of quasi-social costs is not feasible because it is
necessary to subtract from the new costs of }:-m-._iucl:iun w“aAn
imaginary quantity» i. e. those costs which would be incurred in
the event of a discontinuation of a particular product and its

substitution by another ]::nr{:nc:lun:!fuj } These comments are
pertinent insofar as, in the marginal case of the costs of a new
process, there may be a range of Endn:ru.*minm-yn. This 15 a
dynamic phenomenon, whereby «social costs» eventually become
«natural cus.l:snjj- Indeed, this is s0 as a rule, and takes us into the

'8 Weil summarizes our argument as follows : «The agreement
fUbereinkunft) between the two principal associations delemunces prices,
1. e. determines the figures (Ziffern) [or each and every type ol products.
In our model, only wages and sclect raw material prices are pre-
determined, while all prices of all other products are [recly deicrnuned
between consumers and producers (Vercinbarwngspreds ) Weil has lailed
e comyrehend ths,

19(Omited as trivial),

20W il reveals his lack of familianity with the functionalist model insofar
as he credits us with the creation of the term « Kommunes | whereas even
a passing acquaintance with Cole's Guild Socialisme Re-stated  would
have sufficed 10 save him from this error,

21{3)’. op. cit. p. 209,

12{;.". our wrniling, [ootnole 24,

13(}'_ Weil, pp. 209-210. The calculability of anaturals and w«social»
costs does not constitue a problem for us, insofar as we base our system
on costs, leaving value, in the utility sense of the word, 10 the operation

of the organized «market». Weil charges us with fmlure w deal with the
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area of accountancy of a dynamic cconomy, In vur functional
socictal model, the transibion brom spciale Lo onaturale copsts
would have to be determined by dgreement between the
organizations of consumers and producers, The objection rased
by Weil relates to a dynamic phenomenon which we could not
.:n-.’id ress in our static treatmoent,
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problem of additivity of costs, whereas we have addressed oursclves
from the start, precisely Lo the problem of costs, in considerable detail.
Weil, for his part, discusses this problem, and the equally important
analysis of the concepl of productivity, with an olThand remark or two,
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