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The “Eco nomic Cal cu la tion Prob lem” (short ened “ECP” here after), first
posited by Aus trian econ o mist Lud wig von Mises in his 1920 book, Eco ‐
nomic Cal cu la tion in the Social ist Com mon wealth, has gen er ally remained
a point of con tention in ongo ing dis cus sions about social ism. At the time,
its rad i cal cri tique of cen trally planned economies caused many social ists
to recourse in their designs for social ist economies, birthing the famous
Lange- Lerner model of “mar ket social ism,” among oth ers. The debate
remains par tially active today, gen er ally divid ing social ists and anti- 
socialists into three camps:

1. Those who entirely accept Mises’ con clu sions, reject ing most to all
non- market eco nomic solu tions;

2. Those who con cede the ECP to Mises, but assert workarounds through
the mar ginal incor po ra tion of mar kets into an oth er wise “social ist”
econ omy;

3. Those who reject the ECP on the basis that it is solv able sim ply
through the uti liza tion of pow er ful cen tral ized data- collection tools
and mech a nisms.

https://medium.com/@postliterate/the-poverty-of-the-economic-calculation-problem-599daf155090
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The pur pose of this arti cle is to assert that these posi tions, and the debates
between them, are for the most part entirely mis guided. More over, begin ‐
ning from poorly thought out and wholly bour geois pre sup po si tions, the
“social ists” who have enter tained these debates can be called noth ing short
of mis in formed. In a word, there is no prob lem of eco nomic cal cu la tion in
the social ist com mon wealth, in the way Mises con ceives of it. This arti cle
will dis cuss the ECP, why it does not apply to social ism (unless one has a
mis guided under stand ing of social ism), and in the last sec tion will dis cuss
the related but more gen eral “knowl edge prob lem” posited by Mises’
protégé, F.A. Hayek.

1 — The ECP
The core argu ment of the ECP is rather famous. It essen tially states that
price sig nals are nec es sar ily the most effi cient form of eco nomic coor di na ‐
tion, achiev able only through pri vate prop erty rights and gen er al ized mar ‐
kets. By bring ing together the actions of mil lions of pri vate pro duc ers and
coor di nat ing effi cient resource allo ca tion between them, price sig nals allow
incred i ble and com plex cal cu la tions to take place between them in a way
that no indi vid ual coor di na tor alone could. The price mech a nism, as a
medi a tor between these pro duc ers, can essen tially con duct mas sive coor di ‐
na tion mech a nisms on their behalf, more effec tively than an indi vid ual or
group could man u ally. More over, by coor di nat ing in com mon, the mech a ‐
nism pre vents bot tle necks in infor ma tion col lec tion and the reg u la tive
power of spe cific indi vid u als or groups. Mises explains it like so:

There are two con di tions gov ern ing the pos si bil ity of cal cu lat ing value
in terms of money. Firstly, not only must goods of a lower, but also
those of a higher order, come within the ambit of exchange, if they are
to be included. If they do not do so, exchange rela tion ships would not
arise. True enough, the con sid er a tions which must obtain in the case of
Robin son Cru soe pre pared, within the range of his own hearth, to
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exchange, by pro duc tion, labor and flour for bread, are indis tin guish ‐
able from those which obtain when he is pre pared to exchange bread
for clothes in the open mar ket, and, there fore, it is to some extent true
to say that every eco nomic action, includ ing Robin son Cru soe’s own
pro duc tion, can be termed exchange. More over, the mind of one man
alone — be it ever so cun ning, is too weak to grasp the impor tance of
any sin gle one among the count lessly many goods of a higher order.
No sin gle man can ever mas ter all the pos si bil i ties of pro duc tion, innu ‐
mer able as they are, as to be in a posi tion to make straight way evi dent
judg ments of value with out the aid of some sys tem of com pu ta tion.
The dis tri b u tion among a num ber of indi vid u als of admin is tra tive con ‐
trol over eco nomic goods in a com mu nity of men who take part in the
labor of pro duc ing them, and who are eco nom i cally inter ested in them,
entails a kind of intel lec tual divi sion of labor, which would not be pos ‐
si ble with out some sys tem of cal cu lat ing pro duc tion and with out econ ‐
omy. (pp. 14–15)

This log i cal pro gres sion seems to be plau si ble, but it has lit tle to do with
social ism and even less to do with cap i tal ist mar kets. The prob lem of eco ‐
nomic cal cu la tion does in fact exist, but that it has a scope sev eral mag ni ‐
tudes smaller than Mises per ceives. In his wor ry ingly short text, wedged
between embar rass ing mis un der stand ings of Marx, Mises inflates the prob ‐
lem of eco nomic cal cu la tion to incred u lous pro por tions in order to hastily
dis re gard the social ist move ment — through hand- wave argu ments that
have been enthu si as ti cally taken up by mild apol o gists for cap i tal ism and
“lib er tar i ans” alike.

2 — The Prob lem of Value
Mises’ argu ment departs from an analy sis of sub jec tive val u a tions within
indi vid ual acts of exchange. He then places these val u a tions in the con text
of a com plex web of gen er al ized mar ket exchanges in order to demon strate
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the neces sity of price mech a nisms for the effec tive and unam bigu ous coor ‐
di na tion of these exchanges and their repro duc tion for pos i tive ends ori ‐
ented towards the sat is fac tion of indi vid ual util ity.

The issue with this star ing point, in some sense, is bru tally obvi ous:
the real, mate r ial point of depar ture for an indi vid ual in a cap i tal ist econ ‐
omy is not indi vid ual val u a tion of prod ucts at all. Their real mate r ial start ‐
ing point is labor, and it is only through labor that they can even begin to
be con ceived of as mar ket actors. Mises’ ECP already stands on uneven
ground here; there is no rea son, from the out set, to believe that Mises’
imag i nary start ing point for eco nomic analy sis could do any thing but either
reach the same con clu sions or less char i ta ble ones than a start ing point
rooted in real ity.

Now, a word of clar i fi ca tion. The engage ment of an indi vid ual in a
cap i tal ist mar ket through its labor process is most cer tainly done via an
exchange process, and in that sense could it be argued that indi vid ual val u ‐
a tions of exchange remain the pri mary fac tor at play. But the notion of
“indi vid ual val u a tion” is inher ently vac u ous and with out con tent — it
appears a plau si ble expla na tion for mar ket processes only in the abstract,
when stripped of deter mi nate con tent and ripped from social con texts. The
real “con tent” of these indi vid ual val u a tions is unequiv o cally labor, in the
sense that labor serves as the pri mary means to prod ucts and the essen tial
medi a tor of cap i tal ist rela tions of social pro duc tion.

This is the gen uine prob lem of value. The neces sity of util ity is an
estab lished fact of all social for ma tions through his tory, but its reg u la tion
through var i ous forms of social medi a tion has not remained sta tic through
them. So too in cap i tal ism does there exists a form of social medi a tion
quasi- independent of mar gin ally tran shis tor i cal notions of util ity, and this is
under stood as value.

Mises is essen tially cor rect that value can, in fact, only be expressed
through its form of value in money — which includes the prospect of price
sig nals. But he is cor rect only for a rea son entirely out side the scope of his
under stand ing.
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Labor always objec ti fies itself in its prod uct — this much will always
be true. It is, how ever, specif i cally in cap i tal ist rela tions of pro duc tion that
labor objec ti fies itself as a gen er al ized social medi a tion. Because labor is
not an overtly social form of medi a tion (e.g., the serf bounded to the land
of the baron), it can express its medi a tions only through its objec ti fied
form. As an objec tive form of social dom i na tion, labor must be able to be
expressed inde pen dently of the social sub jec tiv i ties which uti lize it, and
because it has no indi vid ual or group owner (not even a class owner nec es ‐
sar ily), it must express itself gen er ally. This expres sion of labor is neces si ‐
tated in its form of qual i ta tive indif fer ence. Money, as a qual i ta tively
invari ant expres sion of only pure and abstracted quan ti ta tive dif fer ence, is
thus neces si tated as a social object that is capa ble of rep re sent ing gen er ally
the rela tions of cap i tal ist labor, medi at ing social life as value.

3 — The ECP and Cap i tal ist Con scious ness
The imag ined “ratio nal” con struc tion of gen er al ized exchange rela tions
imposed by rela tions of indi vid ual sub jec tive value judge ments coa lesc ing
into a com plex net work of mar ket processes, is in truth not par tic u larly
“ratio nal” at all. It is, rather, sim ply a ratio nal out come of a par tic u lar his ‐
tor i cal move ment of cap i tal ist value rela tions, which itself can not be truly
ratio nal ized; in some sense it could be called a ratio nal out come of an irra ‐
tional process. The estrange ment of the pop u la tion from its means of sub ‐
sis tence and its means to pro duce such, and the trans for ma tion of social
rela tions of dom i na tion into rela tions of wage- labor, is the essen tial his tor i ‐
cal devel op ment in the for ma tion of these con struc tions. Labor is trans ‐
formed into the gen eral reg u la tive prin ci ple of cap i tal ist moder nity by the
fact of its gen er ally imposed real ity and its role as a gen eral means to the
prod ucts of labor.

It is this fact which imposes gen er al ized exchange rela tions from
which before there were not. If this fun da men tally irra tional process can
have its out come ratio nal ized, it would only reflect the fetishis tic con ‐
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scious ness of the one who is ratio nal iz ing it. In the appear ance of objec ti ‐
fied social rela tions, the nat ural restric tions imposed by the nat ural world
and human inter ac tion with it, seems to be the only reg u la tive fac tor at
play. Like wise, the real ity of some form of labor in any social for ma tion
presents itself as an innocu ous nat u rally imposed neces sity for labor. All of
this is plau si ble only if the gen uine con tent of cap i tal ist value is con ve ‐
niently ignored. Mises, in his excep tional com mit ment to vul gar ity in deny ‐
ing all irra tional ized con cep tions of cap i tal ist rela tions, is able to con struct
a fan ci ful the o ret i cal model in which it appears he is cor rect. The model
makes it blindly obvi ous, at least, but the model itself is inco her ent.

4 — Value and the ECP
The ECP has very lit tle to do with social ism — unless con ceived of in the
neg a tive sense. The expres sions of rela tions of cap i tal ist social pro duc tion
are not of inter est for social ists as a goal, and as such nei ther is the prob lem
of value. Mises seems entirely intel lec tu ally inca pac i tated on this point,
humor ously pro claim ing:

[T]he labor the ory of value is inher ently nec es sary for the sup port ers of
social ist pro duc tion in a sense other than that usu ally intended. In the
main social ist pro duc tion might only appear ratio nally real iz able, if it
pro vided an objec tively rec og niz able unit of value, which would per ‐
mit of eco nomic cal cu la tion in an econ omy where nei ther money nor
exchange were present. And only labor can con ceiv ably be con sid ered
as such. (p. 30)

This quote likely reveals the entire issue with Mises’ con cep tion of social ‐
ism. For him, it is a ques tion of con scious cal cu la tion and reg u la tion of
value and its dic tates, and a sub se quent search for “an objec tively rec og niz ‐
able unit of value.” Mises also assumes that, whether the social ists know it
or not, the prob lem of value will present itself in the “social ist econ omy” as
it would the cur rent cap i tal ist one. This is done by strin gently ratio nal iz ing
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the lat ter through imag i nary con cep tions of mar ket rela tions in order to
make its dic tates appear equally ratio nal, and thus impor tant to con sider for
the “social ist econ omy” as well. Of course, social ism entails the abo li tion
of value through the reunion of labor ers and their means of sub sis tence and
pro duc tion thereof — so the prob lem becomes spe cious.

None of this is to say that social ism will require no coor di na tion or
cal cu la tion of pro duc tive actions in advance. It is, how ever, to say that the
prob lem of cal cu la tion con ceived of by Mises is not valid out side of cap i ‐
tal ism and its fetishized social forms. Because the goal of social ism is not
to sim ply main tain the dic tates of value imposed by cap i tal ist pro duc tion
processes but now under con scious con trol, the prob lem of social ist cal cu ‐
la tion (if there is one) would look noth ing like the one con ceived of to jus ‐
tify mar kets in the cap i tal ist his tor i cal epoch.

Mises effec tively makes a point that Marx ists have known for much
longer than him: that value nec es sar ily expresses itself in the exchange- 
value of prod ucts, rep re sented gen er ally in the money- form. The scope of
this fact is both quite obvi ous and extremely nar row; that it could be used
to gen er ate cri tiques of Marx ian social ism is a bizarre notion. Unfor tu ‐
nately, mis guided Marx ists are almost as much to blame as Mises and his
fol low ers are.

5 — The Knowl edge Prob lem
It has been estab lished that the ECP is invalid on the sim ple grounds that it
is inap plic a ble to the prob lem of social ist eco nomic coor di na tion. The
“knowl edge prob lem,” how ever, posited by Hayek, is con sid ered to be an
affir ma tion of cap i tal ist mar ket economies on a much larger scale.

On the sur face, this appears to be true. The knowl edge prob lem is
intended to express not a spe cific prob lem of eco nom ics, but an epis te mo ‐
log i cal prob lem of human life in gen eral. The ECP can thus be called a kind
of knowl edge prob lem, with the for mer being a sub set of the lat ter. Hayek
states:
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Fun da men tally, in a sys tem in which the knowl edge of the rel e vant
facts is dis persed among many peo ple, prices can act to coor di nate the
sep a rate actions of dif fer ent peo ple in the same way as sub jec tive val ‐
ues help the indi vid ual to coor di nate the parts of his plan. (op. cit.)

This again, appears plau si ble, and Hayek seem ingly rig or ously jus ti fies this
argu ment using logic revolv ing around the fact of “knowl edge […] dis ‐
persed among many peo ple” being most effec tively solved by pric ing
mech a nisms.

How ever, because the knowl edge prob lem attempts to ontol o gize
itself, it falls flat as well — and in much the same way as the ECP. If there
exists a knowl edge prob lem, and it is effec tively tran shis tor i cal, the analy ‐
sis of var i ous his tor i cal social for ma tions which reveal var i ous forms of
medi a tion present to reg u late the fact of social pro duc tion, suf fices to show
how the scope of the “prob lem” is again quite nar row. Clearly some thing of
a knowl edge prob lem exists in human soci ety, but because the sim ple fact
of social medi a tion, in com mon across his tory, appears to con sti tute a liv ‐
able solu tion to the “prob lem,” there is no rea son to believe that the social ‐
ists have failed to con sider the issue or are at great and unre al ized fault in
this way. Only if the social ists believed that no medi a tion what so ever
would be nec es sary to reg u late social pro duc tion in soci ety would the
knowl edge prob lem appear valid.

6 — Con clu sions
None of this is to say that bot tle necks in knowl edge or inef fi ciency of eco ‐
nomic coor di na tion are impos si ble prospects for the project of social ism.
There is no rea son to believe that these phe nom ena, and pos si bly worse
ones, could not occur in social ist soci ety. It is, how ever, to say that the
poten tial prob lems of the social ist com mon wealth are not cap tured by the
con cepts posited by Mises and Hayek. Their con cep tions are inter nally
invalid, and if they would appear to be empir i cally true for the social ist
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com mon wealth, it would only be by coin ci dence. An inter nally wrong
frame work can not be trusted to con sis tently explain any thing until it can
estab lish inter nal log i cal valid ity.
Friedrich A. Hayek. “The Use of Knowl edge in Soci ety.” Amer i can Eco ‐
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