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During the course of Marxism's rise to prominence in Russia during the 
1890s, two distinct groups of Marxists evolved away from orthodoxy: 
the 'Legal Marxists' and the 'Economists'. Orthodoxy was defined by 
adherence to the tenets of Plekhanov's system, and the repudiation of 
any allegation that Marx' and Engels' work might be in need of correc- 
tion or amendment, rather than merely being applied to new circum- 
stances; its principal proponents were Plekhanov himself and Lenin) 
The 'Legal Marxists' included P. B. Struve, M. Tugan-Baranovsky and 
S. N. Bulgakov. Their position prior to 1900 was to accept the political 
programme which Plekhanov had formulated, while adopting a critical 
perspective on the foundations of Marxian theory itself. At the turn of 
the century Struve, Bulgakov and other 'Legal Marxists' of lesser 
importance increasingly drifted away not only from Marxism, but also 
from materialism and socialism, embracing instead liberalism, idealism 
and moderation. 2 

'Economism' was another form of revisionism, but one that was very 
different from Legal Marxism, both in its origin and in what it sought to 
revise. Whereas the Legal Marxists were intellectuals with little connec- 
tion with the developing workers' movement, the Economists were 
intimately involved with it. In addition, while the Legal Marxists 
concentrated on revising theory, rather than practice, the Economists' 
position was almost the exact reverse. They were essentially uncon- 
cerned with theoretical issues and sought to increase Social-Democratic 
involvement in economic campaigns. They considered that organising 
strikes, aiding the formation of unions and gaining legal concessions 
from the state were of paramount importance. These activities were not 
simply means to a political objective, but also substitutes for leading a 
bourgeois-democratic revolution. To justify their position, however, 
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they did sometimes appeal to German revisionism, and Bernstein 
claimed them as his supporters) 

Economism reflected a tension in Marxism between its ultimate goal, 
socialism, and the means designated to achieve it, the labour movement. 
And the Economists were distinguished by a willingness to be limited 
by the labour movement, to follow rather than actively lead. Their 
influence upon Marxism is well-known. Conflict with orthodoxy over 
'reform or revolution' was the process by which 'Leninism' emerged, as 

• it is conventionally understood in terms of a theory relating class to 
party. Lenin's most famous work, What is to be Done?, was written in 
response to the challenge posed by Economism. 4 By contrast the Legal- 
Marxist variant of Russian revisionism has been seriously underesti- 
mated as an influence upon Marxian political economy. The most 
common mistake has been to identify it as a mere offshoot of its better- 
known German counterpart. 

Although no satisfactory account exists of the intellectual relation- 
ship between German and Russian revisionism, it is clear that the latter 
was no clone of the former. The language barrier was one-sided, since 
the Russians all read German while the Germans seem to have known 
no Russian. One might thus expect any transfer of ideas to have been 
from West to East. Yet both Struve's and Tugan-Baranovsky's revi- 
sionism was firmly established as early as 1890, when Bernstein was 
still a loyal orthodox Marxist. 5 In all likelihood the two streams of 
heterodoxy developed independently but along very similar lines, 
responding both to contemporary capitalist reality and to the challenge 
posed to Marxism by new streams of thought, including 'neoclassical' 
liberal economics. Once Tugan's works became accessible, with the 
publication of translations after 1900, German theorists took him very 
seriously indeed. Among the revisionists, Bernstein praised his intro- 
duction of ethical issues as 'breathing life into the cool historicism' of 
Marxian materialism and placing Kant rather than Hegel at the centre 
of his socialism, while criticizing him for rejecting the theory of surplus 
value out of hand. 6 For the orthodox, Karl Kautsky subjected Tugan's 
major works to a detailed and lengthy criticism, regarding him as a 
theoretician superior to any German revisionist, if (in the last resort) 
equally mistaken. 7 The SPD's theoretical journal Die Neue Zeit and 
other socialist journals published serious critical pieces in similar vein; 
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for example, from Conrad Schmidt, Otto Bauer, Anton Pannekoek, and 
Louis Boudin. s 

Kautsky's evaluation was essentially correct but did not go nearly far 
enough. The criticism of orthodoxy made by the Russian revisionists 
frequently went much deeper than that of the Germans, and only in the 
latter half of the twentieth century have Marxists themselves acknowl- 
edged many of the analytical problems which they brought to light. 
Moreover, it can be argued that the Russian revisionists significantly 
influenced Russian Orthodoxy from the start. Thus, central elements of 
Struve's critique of dialectics and historical materialism find a place in 
Lenin's political economy after 1905, while Tugan's work was even 
more important. His theory of disproporfionality provided the strongest 
Marxian refutation of the Narodnik theory of stagnation, and a genera- 
tion later analytically secured the arguments of those Soviet economists 
who favored rapid industrialization through squeezing consumption, 
rather than through consumption-led growth. Not without reason did 
Bukhafin accuse Trotsky, Preobrazhensky, and then Stalin of 'applied 
Tuganism'. 9 Tugan's economic analysis also became crucial for under- 
standing the dynamics of the revolutionary process. His treatment of 
Russian history emphasized precisely those attributes which Trotsky 
made central to his theory of 'permanent revolution', and it was this 
theory which proved to be the most prescient forecast of the events of 
1917. Furthermore, even Tugan's departure from the ranks of Russian 
Social Democracy was based upon considerations which were later 
central to 'Western Marxism'. 

Our aim in this article is to substantiate these claims, which have not 
been recognized by historians concerned with the intellectual develop- 
ment of Marxism. The reasons for this neglect are dealt with in the final 
section. In the next section we outline Peter Struve's general critique of 
historical materialism and the particular impact which it had upon 
Lenin's political economy after 1905. Section III discusses the effect 
that revisionist ideas on agricultural economics had upon Bolshevik 
agrarian policy before 1917. Tugan-Baranovsky's theory of reproduc- 
tion is outlined in Section IV, and we indicate how it underpinned the 
arguments of Soviet economists in the debates of the 1920s. In Section 
V, Tugan's empirical work on Russian industrialization is shown to be 
the foundation for Trotsky's theory of revolution. Important criticisms 



98 M. C. H O W A R D  A N D  J. E. K I N G  

of Marx' theory of the falling rate of profit and his theory of value are 
taken up in Sections VI and VII, while Section VIII considers Tugan's 
break with orthodox Social Democracy in the light of changes in 
Marxism in the twentieth century. 

II. D I A L E C T I C S  A N D  H I S T O R I C A L  M A T E R I A L I S M  

Struve's Critical Notes on the Question of the Economic Development 
of Russia, 1° published in 1894, was primarily a Marxist attack upon 
Populism and, indeed, sparked the 'great debate' of the 1890s between 
Marxists and Populists. Even here, though, there are revisionist themes, 
and they were to strengthen with time. Three aspects are important to 
Marxian political economy. First, Struve argued that epochal changes 
could be evolutionary; antagonistic forces might mutually adjust so that, 
instead of contradictions intensifying, they could become 'blunted'. 11 
Second, in criticizing the Populists, Struve painted capitalist progress in 
a bloodless form. While the Populists, like Danielson, 12 saw only the 
negative side, he strenuously emphasized the positive. This was reflected 
in the famous closing sentence of Critical Notes: " . . .  let us admit our 
lack of culture and enroll in the school of capitalism!", which gave 
substance to the Populist charge that at least some Marxists were 
indeed apologists for the bourgeois order. 13 Third, in explaining the 
parlous state of the peasant economy, Struve utilized elements of non- 
Marxian theory and was especially attracted to Malthusianism. Over- 
population, he argued, was a central force responsible for the famine 
conditions of the early 1890s. 14 

Plekhanov had little difficulty in parrying the general claims for 
evolutionary social change. No Marxist had ever argued that all 
progress was brought through revolution, and the Marxian conception 
of dialectical laws was abstract, making possible many concrete mani- 
festations. Moreover, Struve's own exposition of historical materialism 
was deeply flawed. He saw contradictions in terms of an antagonism 
between economic relations and the prevailing legal system, but, as 
Plekhanov rightly emphasized, this was by no means the core of the 
doctrine, a5 Thus the leader of orthodoxy made no more concessions to 
Struve's revisionism than he did to that of Bernstein. 

Nor, overtly, did Lenin, but his own subsequent development of 
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Marxism did incorporate significant concessions to the substance of 
Struve's critique. Lenin came to believe that it was quite possible for the 
bourgeois transformation in Russia to be completed in an evolutionary, 
'Prussian', form. After 1905 there was a major shift in Lenin's thought 
towards Struve's notion of 'blunted contradictions' and non-revolu- 
tionary development. Russian history was now interpreted as a 'recon- 
struction from above' in which Tsarism and the dominant landed class 
sought accommodation with those elements of the bourgeois order 
necessary to their own survival. 16 The events of 1905 brought the 
bourgeoisie itself into the process; it achieved junior status in the ruling 
coalition and became thoroughly conservative in the face of popular 
radicalism. 17 

It was from this perspective that Lenin formulated his strategy of the 
'revolutionary democratic dictatorship of the proletariat and peasantry', 
but he recognised that success was not inevitable; Russian moderniza- 
tion could be completed by the Tsarist regime, following the 'Prussian 
road'. TM Not only was this fully in accord with Struve's revisionist 
position, but between 1905 and 1914 Lenin's and Struve's interpreta- 
tions of Russian historical events were remarkably similar. This is very 
clear from Richard Pipes' biography of Struve, although Pipes himself 
does not point to the parallel. 19 Like other commentators, he appears to 
be misled by the different language used to describe the same process 
and by the opposing political stances of Struve and Lenin, in which 
Struve moved increasingly to the right and welcomed reform while 
Lenin shifted to the left in order to counter it. 

During the 1890s, however, Lenin yielded nothing to Struve in his 
treatment of capitalist economic development, which he characterised 
as 'objectivism' rather than 'materialism' 2o and described as significantly 
underestimating the costs of capitalist advance. On this Engels himself 
was in full agreement. 21 More specifically, Lenin believed that the 
contradictions of capitalism are operative from its very inception. 22 This 
was fully consistent with his tendency to view capitalism as a process, 23 

although in this case it meant he was closer to the view of Danielson 
than that of Struve. And Lenin 'bent the stick' too far in the other 
direction. He underestimated the actual importance of population 
growth as a force generating a deterioration in the peasants' condition. 24 
Furthermore, it is possible to argue, despite Marx' own hostility to 
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Malthus, 25 that excessive population increase is an inherent effect of 
feudal economic relations. This theme has been taken up by modern 
Marxists 26 but it was repudiated by Lenin. Nonetheless, Revisionism 
had its influence upon him in this area, albeit from another direction. 

III. A G R I C U L T U R A L  ECONOMICS 

Although the Russian Legal Marxists could claim a genuine originality 
in their treatment of most revisionist themes, they were heavily depen- 
dent upon the German discussion of agricultural questions. Naturally, 
given his prominence in the field, Lenin was the principal protagonist in 
countering the revisionist claims, but like the revisionist critics them- 
selves he did so by relying heavily upon German sources, particularly 
on Kautsky's Die Agrarfrage, which made significant concessions to the 
revisionist critique. 27 

The German revisionists maintained that Marx' belief in the eco- 
nomic superiority of large-scale agriculture was incorrect, that peasants 
were in consequence able to survive the development of capitalism and 
that, therefore, the SPD must make concessions to ensure their political 
support. 28 Kautsky successfully resisted programmatic change, and 
sought in Die Agrarfrage to counter the revisionists theoretically, 
However, he did so by modifying the cruder position hitherto taken by 
orthodox Marxism, and admitted that agricultural development was 
significantly different from that of industry. He recognised that pro- 
letarianization in agriculture was often impure, and that workers 
retained dwarf holdings which tied them to the land. Peasants could 
also resist the encroachment of capitalist agriculture through 'over- 
work' and 'under-consumption' (that is, they worked harder and 
consumed less than industrial workers). 

Lenin used Die Agrarfrage against Bulgakov's revisionist treatment 
of agricultural economics, which was itself little more than a statement 
of the arguments developed by German revisionists. 29 In doing so, 
Lenin's position moved even further away from Marx' own treatment of 
primitive accumulation. He reinforced the view, present in his very 
earliest work, that peasant households (not individuals) became dif- 
ferentiated with capitalist development. 3° But to it was added the 
recognition that 'under-consumption' and 'over-work' were mechanisms 
which allowed peasants to resist proletarianization. 31 Moreover, unlike 
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Kautsky who contented himself with a theoretical response, Lenin 
modified Bolshevik agrarian policy, so as to minimize the effects of 
those peculiarities in agricultural production to which the revisionists 
had drawn attention. This reflected the fact that the agrarian question 
was a far more serious matter for Russian Marxism; the underdevel- 
oped nature of the Tsarist economy and the importance of Populism 
raised it to the front rank. 

In consequence, Lenin made the nationalization of land the center- 
piece of his proposed 'democratic dictatorship'. He emphasized that 
this was not a socialist measure, but would instead most rapidly 
facilitate agrarian capitalism by providing capital resources for farmers 
who would be exempt from the payment of 'absolute' rent. 32 It would 
also facilitate the recombination of inputs required by economies of 
scale or technical progress. 33 In addition, nationalization of the land 
more easily allowed the efficient location of different, but interacting, 
production processes, together with appropriate management of com- 
mon resources. Finally the public authority, as controller and recipient 
of (differential) rents, would be in a position to force out traditional 
peasants and provided with the means to finance any investments that 
were required. 34 

Lenin's support for land nationalization can be regarded as an 
attempt to improve upon the 'classical' solution to the 'clearing of the 
estates' as presented by Marx in his analysis of primitive accumula- 
tion. 35 Within Lemn's overall scheme it makes perfect sense. The 
tripartite class structure of English agriculture was for Marx the 
historical example best adapted to the penetration of capital. It did not 
have absolute status and, indeed, was deficient in that it involved the 
persistence of a petty-bourgeoisie and a technically superfluous landed 
classy Lenin recognized this and sought an even more thorough de- 
feudalization, which he also rightly conceived to be the more appro- 
priate, the less advanced is agriculture. 37 There seems little doubt that 
Revisionism had been an important influence in bringing this to the 
forefront of his attention. 

IV. R E P R O D U C T I O N ,  U N D E R C O N S U M P T I O N  A N D  P L A N N I N G  

In the Russian context, revisionist ideas on agricultural economics 
supported Populist views rather than those of orthodox Marxism. 
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However this was exceptional, and Russian revisionists were as con- 
cerned to counter Populism as were the revolutionary Marxists. It is to 
the credit of Tugan-Baranovsky that he was the first to see the signifi- 
cance of Marx' reproduction models in this regard. 3s They were in his 
view the single greatest achievement of economic theory to date, in that 
they provided a rigorous framework by which the multiple interconnec- 
tions of different sectors in a capitalist economy became analytically 
tractable. Tugan used them in 1894 to formulate a theory of cyclical 
growth, criticize alternative theories, and organize his empirical analysis 
of fluctuations in the British economy. 39 In the process he spelt out a 
critique of all theories of underconsumption, including that of the 
Populists, placing emphasis instead upon the concept of 'proportion- 
ality' and its converse, 'disproportionality', as central to understanding 
the functioning of capitalist economies. 

Marx had dealt with reproduction mainly through numerical examples. 
Tugan followed him in this approach, but integrated two additional 
elements that Marx had treated independently. 4° First, he frequently 
added a new department III (although Marx had sometimes divided 
department II into wage goods Ilia] and luxury goods [IIb] to the same 
effect). Second, and more important, Tugan introduced into the analysis 
a rise in the organic composition of capital. Moreover, and this is of 
crucial significance, Tugan emphasized, much more strongly than Marx 
had done, the implications of the fact that capitalist production is 
production for profit. It is not production aimed at the satisfaction of 
human needs, the fulfilment of consumption requirements or the gener- 
ation of economic growth. If these occurred they were derivative, not 
primary. Once this was realised, Tugan argued, and economic analysis 
was properly structured in terms of the reproduction models, no 
significant element of underconsumption theory could remain intact: the 
contradictions of a capitalist economy could be traced solely to factors 
generating disproportions between the departments of production. 41 

However, there were underconsumptionist strands in Capital as well, 
and Tugan did not exempt Marx from the implications he believed to 
follow from his theory. Marx, like the Populist economists, was guilty of 
'Sismondianism', 42 the notion that effective demand must always be 
deficient in a capitalist economy because the workers are too poor to 
buy back their entire net product. This was especially likely to produce 
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a critical rejoinder from orthodox Marxists, not only because it was an 
attack on Marx but also because Social-Democratic theorists them- 
selves often relied heavily upon underconsumptionism in explaining 
crises. 

The orthodox response was not impressive. Plekhanov and Lenin 
charged that Tugan had drawn extreme and unwarranted conclusions 
from an essentially valid argument against Populism. There was sub- 
stance in this allegation, but it was asserted, not argued, and rested on 
nothing more substantial than quotations from Marx. 43 True, Lenin did 
go beyond this by pointing out that underconsumption could be inter- 
preted as a form of disproportionality, involving an imbalance between 
departments I and lI, and was thus in principle consistent with Tugan's 
crisis theory. However, Lenin's point was a purely formal one, as he 
offered no convincing reasons why this particular form of dispropor- 
tionality was more likely than any other. Kautsky, and later Bukharin, 
added nothing to this. 44 Nor did Hilferding: in fact his work showed 
signs of being influenced by Tugan. 45 Rosa Luxemburg went a little 
deeper when she accused Tugan of undertaking a mere 'arithmetical 
exercise,' having failed to explain what motivated capitalists to invest 
endlessly. 46 But the basis of her criticism was her own theory of 
accumulation, and therefore lacked coherence. Only in the light of 
Keynes were Marxists convincingly able to maintain that her errone- 
ously based critique did have a kernel of truth. 47 This is not surprising. 
The Marxists themselves lacked precisely what was needed to treat the 
problem of underconsumption: a coherent theory of effective demand. 

Precisely because of this, Tugan's argument allowed of a Marxian 
adaption when circumstances changed. In the 1920s they had dramati- 
cally done so and it was [the logic of Tugan's treatment of extended 
reproduction which secured Preobrazhensky's argument for 'primitive 
socialist accumulation'. 48 Bukharin's objections, which were partially 
political, did carry some force, but his counter-argument at the eco- 
nomic level was no more than a reassertion of the old Populist position 
which made accumulation dependent upon consumption demand. 49 The 
Marxists' triumph over the Populists in the 1890s made this especially 
unconvincing, and there remained no underconsumptionist rationale to 
counter the 'super-industrialisers' intellectually. Tugan had hitherto 
been criticized by Marxists for proposing a theory of managed capi- 
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talism. 5° This had been rather unfair, but the experience of the N.E.P. 
period indicates that it had some substance. Tugan himself would no 
doubt have been horrified by the consequences, 5t but it was his theory 
which had refuted the principal economic objection to the possibility of 
an ever-increasing weight of department I in national output. 

V. ' T H E  R U S S I A N  F A C T O R Y  IN T H E  19TH C E N T U R Y '  

Tugan's theoretical argument was not meant to represent a mere 
'possibility'. He believed that actual capitalist development involved the 
continuous growth of department I relative to department II, and that 
capitalist economies had an equilibrium mechanism to bring about 
'proportionality' between the departments, although he recognised that 
the process did not work smoothly. It was, however, an argument that 
did not easily lend itself to comprehensive validation, especially in the 
relatively backward conditions of the Russian economy. Furthermore, 
Tugan realized that the historical evolution of industry was far more 
intricate than his theoretical scheme might suggest. Consequently, 
although his empirical work on the Russian economy was clearly 
informed by his theoretical perspective, it ranged far more widely. The 
Russian Factory in the 19th Century, first published in 1898, 52 traced 
the whole expansion of industry from the time of Peter the Great. 

Tugan's principal concern, however, was to undermine the Populist 
charge that the role of the Russian state in developing factory produc- 
tion gave industry an 'artificial character'. He argued forcefully that 
there was no alternative to the advanced capitalist features which had 
characterised urban industry in Russia from the very beginning. New 
types of production were undertaken in large-scale factories in order to 
economise on the use of imported skills, and the state had to play an 
exceptionally pronounced role in the process due to the very backward- 
ness of the overall economy. 53 Thus non-capitalist institutions were 
fused with capitalist relations; overt coercion complemented market 
discipline; and there was heavy technological borrowing from abroad. 54 
Also, elements of Western ideology became linked with traditional 
beliefs; liberalism was remoulded by very specific types of class interest. 55 
Tugan thus became the first socialist to recognize that 'late starters' 
differed significantly from the British model which Marx himself had 
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elevated to a canonical status. Moreover, it was precisely the 'uneven 
and combined development' to which Tugan pointed that provided the 
materialist basis for Trotsky's theory of permanent revolution, in which 
it was argued that the proletarian revolution could occur first in the 
backward society of Russia rather than in the advanced centers of 
Western Europe? 6 Unlike Plekhanov and Lenin, who focussed upon 
the development of agrarian capitalism, 57 Trotsky followed Tugan in 
concentrating upon urban industry. The 'modernity' of Russian indus- 
trialization was examined in terms of its effects upon the social 
structure. The form of Russia's industrialization, Trotsky argued, 
dramatically expanded the size of the Russian proletariat. At the same 
time it minimized the formation of a domestic bourgeoisie and petty- 
bourgeoisie concentrated in the cities. In any conflict with the State it 
would be the proletariat which would prove to be the dominant force; 
so too would its class interest. Furthermore, the Tsarist method of 
encouraging industrial development exacerbated the agrarian problem, 
which allowed the urban revolution to tap peasant support. As has now 
been widely recognised, this theory more correctly located the class 
dynamics of the revolutions in 1917 than any of its competitorsY 

Tugan himself did not probe into these political issues, which 
Trotsky derived from the same economic perspective that characterized 
The Russian Factory. Instead, his argument was directed against the 
Populists, and he was concerned to emphasize that Russia's unique 
pattern of modernization would bring its future history into conformity 
with that of Western Europe. Tugan believed that, through Russian 
integration into the world market, the 'special path' which the Populists 
favored had become impossible to achieve, s9 In this he was correct, but 
after the intellectual defeat of the Narodniks the revolutionary implica- 
tions of the different 'special path' which he had himself had outlined 
provided the foundation for an important strand of Bolshevik politics in 
1917. 

VI. T H E  F A L L I N G  R A T E  O F  P R O F I T  A N D  T H E  

I M M I Z E R A T I O N  O F  T H E  P R O L E T A R I A T  

Another reason why Tugan failed to appreciate the radical implications 
of his own economic analysis was that he was simultaneously involved 
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in critically reassessing the 'contradictions of capitalism'. He was 
moving toward a position which questioned not only Marx' 'laws of 
motion', but any determinate link between economics and politics. The 
proportionality theory implicitly included a critique of Marx' theory of 
profit. If capitalism might become fully automated, yet continually 
accumulate, profit could not possibly originate solely in exploited labor. 
But Tugan made nothing of this, and his actual critique focussed on the 
law of the failing rate of profit, where he was one of the first 6° to allege 
that Marx' theory contained a serious logical error. A rising organic 
composition of capital, he argued, reflected growing labor productivity 
and hence a reduction in the amount of necessary labor performed by 
the working class. If real wages did not rise, this entailed an increase in 
the rate of exploitation large enough to give a rising (or at the very least 
a constant) rate of profit. 61 He assumes that technical progress involves 
the substitution of constant capital for direct labor. The value of the 
constant capital is equal to or less than that of the labor power it 
replaces, and Tugan argues that "the amount produced under the new 
technical conditions cannot on these assumptions decline, or there 
would be no economic sense in replacing hand production by machine 
labor". 62 He concludes that the rate of profit either remains constant or 
rises. 

There are deficiencies in Tugan's treatment but his overall argument 
is sound. Marx had not ignored the 'counteracting tendency' of a rising 
rate of surplus value, as Tugan rather implies, but he had clearly not 
regarded it as undermining the entire structure of his own theoryY This 
may have been the basis for Lenin's remark that Tugan "simply 
introduces at random an al terat ion. . ,  so as to refute Marx", the whole 
procedure being "monstrously stupid and a b s u r d " .  64 Also, Tugan's 
criticism did not recognise the complexity of Marx' argument, which 
dealt with the matter in the context of a multi-commodity economy, 
where an innovation raises both the organic composition and the rate of 
surplus value, so that at the initial prices it appears profitable; only 
when capitalists fully adopt the new technology does the new set of 
prices imply a reduced profit rate. 

The logical structure of Tugan's argument is confined to a world in 
which there is a single produced commodity, whose process of produc- 
tion includes itself and labor power (though he does not realize this 
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himself and sometimes uses a three-department model in which, how- 
ever, the organic composition is uniform throughout). 65 Hence there are 
no relative prices that can change (assuming a constant wage), and 
Tugan is unable to confront Marx' analysis. Nevertheless, to invalidate a 
supposed general law only one counter-example is required and Tugan 
provided such a 'special case' refutation. His insight was a powerful 
one. It would be fully vindicated by later generations of Marxists in the 
form of the celebrated 'Okishio Theorem' which states that cost- 
reducing innovations do indeed raise the rate of profit, so long as real 
wages are unchanged. 66 

Tugan's argument, however, made little impact on orthodox Marxists. 
Not until the publication of Henryk Grossmann's The Law of 
Accumulation and the Breakdown oft he Capitalist System in 1929 did 
the law of the falling rate of profit play a significant role in Marxist 
crisis theory. 67 But it is to Tugan's credit that he was a pioneer in 
suggesting this line of development to be a blind alley. His argument 
was also relevant in the further evolution of Marxism, for it under- 
pinned his belief that capitalism had no 'breakdown' tendencies. It 
was from this position that he argued that socialism required a non- 
economic basis, and in doing this he anticipated the later development 
of 'Western Marxism' (see Section VIII below). 

Tugan and the other Legal Marxists were on equally firm ground in 
arguing that the maturation of capitalism involved a rise in real wages. 
Like Bernstein and the German revisionists, they believed that immizera- 
tion was confined to the early stages of capitalist development; once 
capitalism was firmly established as the dominant mode of production, 
there was a tendency for wages to increase. 68 Of course, history was on 
their side; real wages have indeed risen in the long run of capitalist 
development. But where the revisionists failed was in providing an 
explanation, and here they shared the weakness of orthodox Marxism. 
Plekhanov and Lenin interpreted Marx as arguing that immizeration 
would be relative, not necessarily absolute, and sought to show that the 
statistics from advanced capitalist societies were in accord with this. 69 
This was broadly consistent with the tenor of Marx' many comments 
upon immizeration, which regard it as a matter of relative shares and, 
of course, it does not conflict with the substance of what the revisionists 
claimed. 7° The problem is that, given Marx' theory of an ever-increasing 
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reserve army of unemployed, and his own views on the limited 
capabilities of trade u n i o n s ,  71 n o  theoretical justification was provided 
as to why impoverishment was not more severe. Neither orthodox nor 
revisionist writers had provided a satisfactory theory of wages. 

Tugan's own failure is, however, easily understood. His theory of 
extended reproduction uncritically incorporated Marx' view that tech- 
nical progress under capitalism has a strong labor-saving bias, as 
represented by a rising organic composition of capital. 72 This was 
precisely the form of innovation most likely to preclude any large and 
sustained rise in wages. Here again it was Tugan's engagement with 
Populist economics which hindered his revision of Marxism. 

VII.  T H E  T H E O R Y  OF V A L U E  

In the theory of value the arguments of the Russian revisionists were a 
little stronger, but so were those of the orthodox Marxists. Both Tugan 
and Bulgakov had seen a serious flaw in the transformation procedure 
of Capital, Volume III, where (they argued) Marx had effectively 
treated the rate of profit as an exogenous, rather than an endogenous, 
variable. As Bulgakov put it: 

Even if total prices in the economy coincide with total value, it does not mean that 
value is determined by labour and profit by surplus v a l u e . . .  If it is not proved that in 
each individual instance profit consists of surplus value, then it is odd to define the 
average rate of profit by dividing total surplus value by total capital . . . .  This is a 
complete petitio principii, although it is the spiritual centre of the theory. 73 

Tugan identified what he believed to be an 'inner contradiction' in 
Marx' concept of value: "According to Marx, value is objectified labor. 
But, as Marx expressly recognizes, price does not equal labor value. 
And labor cannot objectify itself in anything, if not in price. Hence 
value is not objectified labor". The consequence is that Marx "lives in a 
fantasy world, which bears no relation to the real world. Real phe- 
nomena -- like the price of land -- are described as imaginary, while 
entirely imaginary concepts -- like the 'exchange value' which plays no 
part in exchange relations -- are proclaimed as the key to the highest 
e c o n o m i c  w i s d o m " .  74 

However, Tugan's value theory had its own problems. He believed 
that the objectivism of the labor theory had to be supplemented with 
subjectivist utility theory. Since real economic life had both a subjective 
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and an objective aspect, value theory must also be two-dimensional. 
Economic action involved both the (subjective) goal of utility maxi- 
mization and (objective) changes to the external world. Ricardo at least 
had recognized this, Tugan argued, and had assumed maximizing 
behaviour without being able to formulate the law of diminishing 
marginal utility. This same law, however, completes the Ricardian 
theory of value rather than contradicting it, in exactly the same way that 
utility theories of value require the objective element provided by labor 
cost. Tugan concluded that equilibrium required (for each pair of 
commodities) equality between the ratio of their marginal utilities and 
the ratio of their labor costs. Labor was not the substance of value, as 
Marx had maintained, but the most important determinant of the 
average price of the majority of commodities. 75 

A similar synthesis was proposed by the German conservative W. 
Miihlpfort and (in a rather different form) by Alfred Marshall, doyen of 
English liberal economics, as well as by Leif Johansen and Michio 
Morishima in recent years. 76 For Tugan it proved to be a path full of 
pitfalls, and Bukharin showed no clemency in exposing them. Neo- 
classical value theory rested upon a liberal conception of the relation 
between society and the individual which was at odds with that of 
Marxism, Bukharin argued. Its concepts could not simply be appended 
to those of Marx without undermining the coherence of the whole. 77 

The point was reinforced by some neoclassical critics, who argued that 
utility theory was sufficient unto itself; it needed no additional theory of 
costs provided by objectivism, since utility considerations underlay the 
supply side as much as that of demand. TM Furthermore, Austrian 
neoclassicism, the principal influence upon Tugan, was precisely that 
form of subjectivist theory which came most into conflict with his 
theory of accumulation. Austrian theory traced the value of capital 
equipment to the contribution it made to the production of consump- 
tion goods. 79 Accumulation was thereby made dependent upon con- 
sumption demand and, as Bukharin pointed out, this contradicted 
Tugan's own position in the analysis of reproduction, where consump- 
tion demand received no special status, s° In addition, Bukharin might 
have noted -- if he had not been equally confused on the issue -- that 
the neoclassical conception of demand precluded the type of demand 
deficiencies that underlay Tugan's theory of cyclical crises. 81 

There were further deficiencies in Tugan's attempted reconciliation 
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of utility theory with labor cost. Although he recognised elsewhere that 
different capital intensities will mean that ratios of labor values cannot 
equal ratios of equilibrium prices, he did not incorporate this into his 
equations relating labor values to marginal utilities. Furthermore, he 
rejected Marx' own notion of value but provided no convincing justifi- 
cation for retaining concepts which stemmed from it. Instead, he 
embraced an ill-defined eclecticism which confused the real issues 
dividing the 'objective' from the 'subjective' approaches in the formula- 
tion of economic theory. 82 

VIII .  T U G A N - B A R A N O V S K Y  A N D  ' W E S T E R N  M A R X I S M '  

Tugan's attempt to incorporate subjectivism into Marxism had a more 
profound significance outside the narrow confines of the theory of 
value. Unlike other Legal Marxists, Tugan did not reject socialism. He 
remained highly critical of capitalism, and it was his economic theory, 
combined with his neo-Kantianism, which explains why.  83 As indicated 
in Section IV, he believed "the production of machines by ever more 
machines" to be both incompatible with human values and an expres- 
sion of the very essence of capitalism. Thus he was led to emphasize the 
themes of alienation and fetishism which he found in Marx, and which 
most contemporary Marxists devalued or simply ignored. Tugan con- 
demned capitalism because it was inhuman, not because it would break 
down. If it was to be replaced, the rationale for doing so would have to 
be ethical, and the means by which it would be accomplished could 
only be action based on choice. "Humanity will not receive Socialism as 
the gift of blind, elemental economic forces. It must consciously work 
and struggle for the new social order". Socialism ceased to be 'scien- 
tific'; its basis was a new form of utopianism, but one informed by 
Marxism. s4 

This was in many ways a more fruitful perspective than that of 
contemporary German revisionism, in which socialism was all too often 
seen as the inevitable culmination of bourgeois liberalism. And ideas 
similar to Tugan's became central to 'Western Marxism' after the 
Russian revolution. Increasingly, Marxists like Luk~ics, Gramsci and the 
Frankfurt School thinkers repudiated the primacy of political economy 
and embraced superstructural analysis; social philosophy, epistemology 
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and aesthetics dominated their critique of capitalism. The 'Young 
Marx', not the 'Mature Marx' who had most influenced the thought of 
the Second International, became the principal source of inspiration, s5 
Tugan-Baranovsky can legitimately claim to have led the way, even if 
this fact went unrecognized. 

IX. C O N C L U S I O N  

Russian revisionism compares favorably with its German counterpart, 
both in intellectual importance and in actual influence. The Russian 
revisionists made analytical errors which were sometimes exposed by 
orthodox Marxists, but their critique was generally far sharper than that 
of Bernstein and his associates. Moreover, many of their ideas appear 
to have significantly influenced revolutionary Marxism. Both Lenin and 
Trotsky took up themes which were initiated by the Russian revi- 
sionists; they were, for all their apparent dogmatism, men of immense 
erudition whose sensitivity to non-Marxian streams of thought is now 
generally appreciated. Our argument above indicates that Russian 
revisionism can also legitimately make its claim as a formative influence 
upon their thought. Bukharin, by contrast, resisted the logic of Tugan's 
economics and lost his battle against 'primitive socialist accumulation'. 
The importance of Tugan-Baranovsky, in particular, for the intellectual 
evolution of Marxism also goes far beyond its Russian dimension. 
Precisely those issues which separated him from Orthodoxy have led 
the main body of 'Western Marxist' theorists to devalue the importance 
of economics. However, even here, Tugan shares some common ground 
with Bolshevism. Lenin's theory of class consciousness and party 
organization pushed the voluntaristic element in Plekhanov's orthodoxy 
to the extreme. Shortly after the 1917 revolution, voluntarism came to 
be regarded as the very essence of 'Leninism' and was to make its own 
impact on 'Western Marxism', contributing to the repudiation of 
determinism as it was understood before 1914. There is an element of 
paradox in accepting that Lenin's and Tugan's work had such an 
important quality in common, but on the argument of this article it is 
much weaker than might otherwise be thought. 

Very little of all this has been recognized by historians of thought. 
Russian revisionists have, at best, been considered significant critics of 
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Marxian theory, and not an influence upon its own development. The 
reasons for this appear to be three-fold. First, the revisionist con- 
troversy within Russian Marxism was a muted affair compared to that 
in Germany. During the 1890s both Legal and orthodox Marxists 
viewed Populism as the common foe, and consequently tended to close 
ranks against it. Furthermore, all Legal Marxists at the time accepted 
the need for a bourgeois-democratic revolution; they were unwilling to 
embrace Economism, which was seen by the orthodox as the real threat 
between 1898 and 1903. By 1901 the Legal Marxists had moved out of 
the Social-Democratic movement altogether, and this further reduced 
Plekhanov's and Lenin's willingness to engage them systematically. As 
we have seen, orthodox Marxism did not adopt a policy of total silence 
toward the Russian revisionists, but its responses were sporadic and 
sometimes restrained. 

Second, and following on from this, the Legal Marxists' departure 
from Social Democracy meant that revolutionary Marxists could not 
admit to any influence by the revisionists. To do so would have 
provided ammunition for their opponents within the orthodox wing of 
Marxism itself. Thus Lenin's discussion of Russian modernization after 
1905 in terms of the 'Prussian' model of bourgeois transformation is 
virtually identical to that of Struve. But by this time Struve was persona 
non grata in radical socialist circles, and it was natural that Lenin felt 
no desire to provide Menshevik critics with additional grounds for 
questioning the political economy of Bolshevism. Because of this, it is 
impossible textually to substantiate the influence of the Russia revi- 
sionists upon the orthodox Marxists. However, even if it were the case 
that this influence was non-existent, it would remain true, as we have 
seen, that crucially important elements in the theories of the leading 
Marxists were anticipated by the Russian revisionists. 

Third, precisely because the Legal Marxists broke with Russian 
orthodoxy, and their ideas were given no explicit recognition by the 
orthodox, it has been assumed that they were actually insignificant in 
the development of Marxism. This is a mistake which is most pro- 
nounced in the case of Tugan-Baranovsky. While he did part company 
with Russian Marxism, he did not follow other Legal Marxists in 
ceasing to be a socialist. Instead, he sought to provide a different 
foundation for his critique of capitalism by marrying his economics with 
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ideas considered by the orthodox to be 'utopian'. It was precisely these 
elements, under different designations, which subsequently defined the 
dominant tradition of Marxism in the West during the present century. 
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