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I. THE INTERPRETATION OF RICARDO

A characteristic feature of economic knowledge is that the contributions

of distinguished economistes of the past are often intervreted in alternative,
and seemingly incompatible, ways. Separate resefrch lines terd to originate
in the work of the same few 'classical! writers . Interpretations of
Ricardo represent an important example of the way in which the existence

of alternative research limes have irnfluenced the ecoromists! recomstructionm
of the history of economic thought,.

Halthus expliecitly associated Ricardo's contribution with a "new school
of political ecomomy™, which was characterized by a treatment of value,
demand and supply, and profit, essentially different from that of
Adam Smith [ﬁélthus, 1824, vp. 307-8_}{ This interpretation was taken upy

almost a century later, by Jacob Hollander, who maintained thst it would

be M"unreal amd imsufficient [;1¢7'to describe Ricardo's influence as a
mere addition to or amendment of existing doctrine" Zfﬁollander, 1910,
Do 1227'2.

In contirast with this view stands John Stuart Mill'e interpretation
of Ricardo's theory of value as compatible with Smith's theory of natural
price. Mill argued that Ricardo's labour theory of value is in fact =
Special case of the theory of price determination put forward by Adam
Smith [i7jé7. Mill reacting to Malthus's description of the 'mew school

of political economy! pointed out that the labour theory of value, which
was considered by Malthus as the most important among Ricardiag doctrines,
was the least importaant of Ricardo's cortributions to economie analysis
Lﬁill, 18257'3 « Mill's argument suzsests an interpretation of Ricardo
which is considerably differemt from the one which is aseociated with
Malthus and Jacob Hollander, For in Mill's view, the features that most
clearly distinguish Ricardo's work from that of his sredecesszors and contempno—
raries =sre ascribed to exnository practice rather than to substantial
differences regarding the foundntions of nolitical ecornomy. This noint of
view was 2fain expre=sed by Marshsll ZZ§997 and has formed the basis of
much leater writing on Ricardo's theory /Stisler, 19587,

The publication of Ricardn's ocollectsd works under the editorshiv

of Piero sSraffa (Ricarso, 1951-73), Sraffa's own imtreduction to Ricardots
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Prinoigles Agfaffa. 19537 ~néd his later publication of Production of commodities

by Means of Commodities Zﬁfaffa, 196Q7' have revived the old controversy

concerning Ricardo's contributiom to economic theory. Im particular, Sraffa
has challenged the view that Ricardo's theory of value belongs to the sanme
intellectual tradition as thos=e of Smith and Mill, and that the Ricardian
natural price is im fact a cost-of-production price brought about by the
interaction of demand and supply in commodity markets, This latter interpretation
was often associated with the view that the formulation by Ricardo of a pure
labour theory of value, in which relative commodity prices refladt
the relative amourts of labour-time needed in their production, had beem a
detour from Ricardo's mainm line of thought, and that the textual changes
introduced irn the chapter Omr Value of editioms 2 and 3 of Ricardo's
Prirciples show a weakenimg of the value theory origimnally held iwm editionm

1 . (See Hollander, 1904 and Canran, 1929, p. 176.)

Sraffa re jected this view and stressed the inherent consistency of Ricardo's
approach by noting that, in fact, Ricardo mever withdrew his fundamental
propositions on value (Sraffa, 1951, pe xxxviii). The consideration of the
alterations of the pure labour theory of value associated with the case of
differeat proportiomns betwecen fixed and circulating capital in different industiries
suggests to Sraffa a rational reconstruction of Ricardo's theory based on the
rotion of interdependence between production processes and om the analysis=
of price movements which this interdependence brings about whem there are
changes in income distributiom. As a result, the anmalysis of exceptions to
the labour theory of value appears to be a strength rather than a weakness
of Ricardo's approach, and his theory of value is presented as a consistent
endeavour to outlime a technology-based explamation of relative prices., (Sraffa's
interpretation of Ricardo had been anticipated by a number of scholars who
had stressed that the discovery of exceptions to the labour theory of value
should he considered Ricardo's most original contribution. See Nazzani, 1883;
Loria, 18893 Graziani, 1926),

It is no surprise that Sraffa's revival of a somewhat neglected tradition
ir Ricardian scholarship elicited criticism and discussion from many different
corners of the economic nrofession., In varticular, a number of scholars have

found it difficult to accept a rational reconstruction of Ricardiam doctrine

+

which seems %o detach Ricardots coniribution from the lipe of snalytical

develooment which leads from Smith to modern theoriss of

he demandegrd- sunnly

zind. The Legacy of Ricardo edited by Giovanni Saravale riginated from s seminsp

Q

held in pPerugia, Italy, in May 1981 with the aim of aszessing the current state

i i e 3 ‘ 5 : revized
of controversy sbout the interpreisation of Hicardo. The volume publishes revised



drafts of the papers originally -resented at the senminar. It can be read
either as a study of the conflicting views that characterigze contemporary
Ricardian scholarship or as an opportunity to assess the sources of
disagreement over the objective characteristics of Ricardo's work, As

a result, the volume reflacts the current state of Ricardian scholarship

both in it= controversial ampect and in its comstructive aspect,

II. DEMAND, SUPPLY AND DYNAMIC EQUILIBRIUY

The book begina with a methodological overview by Blaug in Part T {Bleug,1985)
Blaug attempts o set the stage for the rest of the book by urging reliamce on
Stigler's 'rule! of textual exegesis, according to which problems of
interpretation of past econmomists may be reconciled by adopting that
interpretation which permits us to obtain  the maximam number of an
author's main results. Part TI of the book deals with the neoclassical
interpretations of Ricardo. Here we find napers in which the rational
reconstruction of Ricardo's theory which was originally nroposed by Sraffa
(Sraffa, 1951) and subseqiently upheld and extendsd by Caregnani (1960,1981) ax
Pasinetti (1960, 193%2) is criticized from the point of view of the demand
and =upply approache In the first paver of this part, 3amuél Hollander
etamines the views of economic organization underlying the Ricardian and
Neoclassical theories, He argues that Ricardian economics ~ which
he associates with the work of both Ricardo ané Je3eMill - includes =2n
exchange system fully consistent with margiralist theory. In particular,
Ricardian cost-price analysis is described az an analy=is of the allocation
of scarce resources in terms of general equilibrium, in which final éemand
and the interdependence of factor and commodity markets are explicitly
considered., According to Hollander, Ricardo accepted Jean-Baptiste Say's
view of the "mutual interdependence between nroduct and factor markets incorpo-
rating the princiole of opnortunity cost and of imputing the values of
factors from the values of their products" (Follander, 1985, o, 19),

A similar view of economic organization is foumd in J.S.Mill'e Principles
anéd in Léon Walras¥s analysis of the cost-prige relationship. In this
latter case, Vollander points out that Wnlras himsélf makes use of
the 'Marshallian! adjustment mechanism, hased on comnarison of denand
and supply prices  and desnly rooted in the 'Smith-icardo-Miti tradition?,
rather tham of the 'Walrasian! agjustment mechanism bazed on corparizon
of demand ané supply quantities, once the assumption of a pure exchange
economy is dropped and a production economy is considered, {See Hollander,
1985, pe 35.)
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The idea that there was substantial agreement beiweem Ricardo amd Say on
economic orgamizatiom is the basis of Hollander's contention that Ricardo's
work fully belomgs to the intellectual traditiom of Smith, Mill, Marshall
and Walras. From this point of view, Ricardo appears to be sharing Say's
view about the imteractiom of demand and supnly in the process of market
allocation, and the Ricardiam ad justment mechanism is then based on the
existence of a Marshall-like functional relation between cost and outnut.
(See Hollanéer, 1985, p, 18.)

Hollander's interpretationm of Ricarso places great emphasie on the
allocative dimension of Ricardo's theory and om the role of the market
mechanism in bringing about many important results of that theory. This
point of view is shared by the two following papers in Part 1I, by Casarosa
and Costa respectively,

Casarosa maintains that the 'fix-wage! interpretation of Ricardo (the
assumption that the wage rate is constantly at its 'natural'! or subsistence
level) 1is incompatible with Ricardo's statement that the wage rate remains
above its nmatural leve]l in the process of economic growth, andéd that both
the wage rate and the rate of profit fall in a growing economy that is
appraaching the stationary state, provided the economic system has moved
away from the early stages of growth, (See~0asarosa, 1985, ppe 45=64)

Casarosa proposes a formulatiom of Ricardot's dynamic theory based on the
idea that ®the wage rate over time is determined by the contemporamecus
working of the population mechanism and of the process of capital accumulation®
(Casarosa, 1985, p, 46). In this case, "there is a general interdependence
among the ecomomic variables™ and "the wage rate, the rate of profit and the
rates of growth of population and capital are simultaneously determined by
the interplay between the distributive variables, population growth and
the accumulation of capital" (Casarosa, 1985, pe 46). This analytical
framework, which has certain featires in common with modern steady-state
growth models, permits CQasarosa to argue that Ricardo's results can be hest

approximated by assuming that the econonic system moves alomg 2 dynamic

or balanced equilibrium growth path im which capital and population change
at the same rate, However, the rate of change of the market wage rate i=
defined by Casarosa in terms of the difference between the rate of change
of capital and the rate of change of nopulation. This implies that, in
dynamic equilibrium, the market wage rate is constant while the 'dynoamic
ecuilibriam wage rate', which is eqnal to the marginal oroduct of labour,
is declining owine %o the secreasing productivity of the wage—sood industry

(agricultxre}e Jararosa vroposes that we shoalé keep the dynamic eauilibrium
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assumpbion by also assuming that ",..the marginal productivity of labour
in agriculture decreases not continuously but in steps, and that the steps
are sufficiently long" (Casarosa, 1985, p. 53)., In the end Oasarosa argues
that the dynamic eguilibrium formulation of the Ricardiam model may account
for certain results of Ricardo that are not compatible with the 'natural
equilibrium® interpretation of his theory, so that "{the new formulatiom
of the Ricardian system showld s persede the traditional one on the
ground of its greater explanatory capacity" (casarosa, 1985, pe 57).

A more exireme departure from ihe 'natural eq1ilibrium' interpretation
is proposed in Costa's paper. Costa explicitly deals with various features
of market egquilibrium within the framework of Ricardiam theory. Natural
equilibrium is defined as a special type of market egnilibrium in which the
values takem up by the imitial capital stock and total employment allow
equality betweemn market real wage and natural real wage. (See Costa, 1985, pe 67
After presenting a proof of the existence and uniqueness of market equilibrium
in a two-sector market equilibrium Ricardianm model, Costa shows the stability
of the stationary state whem this model is formulated in continuous time,
A ome-sector model is then introduced and its dynamic features compared with
those of the two-secter model, The ome-sector model is shown %o exhibit
a feature abseit im the two-sector model, that is a tendemcy to periodic
over-accumulation of capital and fall im interest rate, (See costa, 1985, p.
61.) (This feature is mttributed to the existence of umproductive 1abour
in the two-sector but mot in the ome-sector model; see Costa, 1985, pe 72.)
Costa's approach results in his contention that the Ricardiam growth process
cannot be described as a "sequemce of natural rather than market equilibria"
ard that this "should imply a shift im emphasis from natural to market
equilibrium in the presentation of the Ricardiam theory of value and distri-
bution” (Costa, 1985, p. 78.)

ITI. NATURAL PRICES AND WATURAL WAGE
Parts III and IV of the book deal with various issues arising from

the interpretation of Ricardo presented by Sraffa in his Introduction *o

the Jorks and Correspondence éﬁicardo, 1951~7§7; In the Preface, Garavale

are the stress on natural rather thay wmarket egiilibrium, and the idesn
that the real wasze rate is exogeneously #determined, However, Caravale also

thinks that it is possible 4o distinguieh between two different aporoaches
p g
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among Sraffa-based interpretations, depending on whether the fcore!
of Riocardots theory is found, (i) in the theory of the distributioa of
a givem social product with givem methodés of prodaction, or, (ii) in
the relationship between capital accumulation and diminishing returns,

The former approach stresses Ricardo's contribution to the analysis
of the wage-profit relation, thereby concentrating its attention on
the dimstribution of a given social product and onm class antagonism between
workers and capitalists., (See Caravale, 1985 a, ppa vii-viii.) The
latter approachy, on the othey hand, focusses on the inverse relation
between rate of profit and money wage which is détermined in the long=-
rum by the rising price of "corn®, Thie natural eguilibrium interpretation
of Ricardo's theory is described by Caravale as encompassing problems
of value, distribution and growth, so that the 'separation' between
quantities ang prices, which is an important feature of the Sraffa—baseé
interpretations of the former kind, is no longer considered as =
distinctive characteristic of the 'natural equilibrium! interpretations
of Ricardos oln

An important implicatiom of Caravale's asoroach is that the root of

antagonism is identified with the conflictual relationship between
rentiers and capitalists, rather them with that between capitalists
and workers . (See Caravale, 1985 a, p. viii,)

In the first paper of Part IIT Garegnani reassesses Sraffa's view
that Ricardo, in his early Esssy én the Influence of a Low Price of Corn
on the Profits of Stock Zﬁicardo, 18127, had maintained that, in the

case of agrioulture, the rate of net product for the process carried out

on the zero-rent type of land can be determined independently of prices,
"merely by comparing the physical guantity on the side of the means of
production to that on the sigde of the pro#uct, both of which consist of the
same commodity" [gfaffa, 1960, p. 937.

Garegnani argues that "the basis of Ricardo's argument Zihat
'*the profits of the farmer [::L7'can regulate the profits of all other
traéeq£7 lay in the physical corn quantities of 2griculture and therefore,
implicitly, on the simplification of wages consisting entirely of corm
with ite aoproximate correspondence to reality® (Garegnani, 1985, p. 93).
Thie interoretation i= defendesd against criticism from Samuel Hollander
(Se Hollander, 1973, 1975, 1983) on the bhasis of the textual evidence
provided by Malthus's letter to Ricards of 5 August 1314, in which Malthus
avtriontes to Ricardo the ides of s 'material rate of producet, snd by

. . 4
the Ricardo~Malthus correspondence of the Spring 1815 %,
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This viiew of Ricardo based on anm analytical core independent of the auantity
system is also supported by Roncaglia, who points out that, once the
relationships among variables within the single-period 'core! sre made clear,
"the way is open to the identification of causal chains, even to the
recognition of the historical evolutiom of economic variables: many consider
the 'openness to history" a decisive virtue of the 'surplus?® approach over
the marginalist one" fRoncaglia, 1985, p. 107/

Roncaglia also criticizes recent contributions in which the dynamic
evolution of the distributive variables in Ricarédo's theory is analyzed
by means of fumctional relationships connecting the rate of population
growth to the wage rate and the rate of capital accumulation to the rate
of profit. In fact roncaglia, while admitting that im Ricardo the real
wage rate may be higher tham the subsistence wage rate for an indefinite
length of time, also points out that "Ricardo does not state that the preater
the difference between actual and subsistence wage rates, the hisher the
growth of population: he avoids even 2 hint at & precise functional relationship
between the real wage =nd population growth" Zﬁbnoaglia, 1985, p. 1147.

The separatiow of prices and quantities is dropped in Part IV of the
book, in which Ricardo's theory of capital accumilation and diminishing
returms becomes the main focus of attention. Caravale's paper begins by
presenting a reformulatiom of the Ricardianm system which assign® special
importance to the relationship between capital accumulation and diminishing
agricultural productivity. Ia Caravale's view, the purpose of Ricardo's
imquiry, as it is expoumded im a well kumown pas=age of the 'Preface! to the
Principles, is to examine the laws of motiom of rent, profit and wages along
the natural equilibrium patk . The analysis of value i® fthus iastrumental
rather thanm essential [;BerCaravale, 1985 b, p. 1227; A= a result, Ricardo's
analytical framework is reconstructed by placing specisl emvhasis on +the
notion of natural equilibrium 2nd on the fnatural! dyn=zmics of the economic
system, as it is brought about by the increasing cost of oroducing agricultural
commodities, In this came, the evolution of the economic system may be
described as "a sequence of natural equilibrium positions along a path gene-
rated by non-accidental and nom~temporary causes" Zﬁéravale, 1985 b 4 »p. 1357.

This avproach leads Caravale to center om the relationship betwean changes
in production technique znd changes in distribution, and o stress the
snalytical role of the natural wase 28 an economic variable which iz indevendent
of demand and sunply ané is determined by exogensous factors. {See Caravale,
1985 B 4 1w 133=4.)e GCaravale points out that, in Ricardo, the natural wage

ie defined as that warze rate which is associsted with the dynamic path on
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which the rates of growth of capital and population coincide. He also
calls attention to the fact that in this special case only '"the real warzes

can remain constant at their aatural level, and the workimg of the nermanent

and domingnt factor of agricultural diminishing returns can _come into full

light a= the cause of the progressive fall in the egeneral rate of nrofiten

[Eéravale, 1985 b, v. l}§7. However, as Caravale points out, this interpretation
of Ricardo's natural wage, although consistent with Ricardo's analysis 1in
chapiser VI, 'Op Profits! and XXI, 'Effects of Accumulation om Profits and
Interest! , of the Principles, is not compatible with the definition of 'natural
wage'! given by Riocardo in chanter ¥y 'On Wages', in which the natural wage is
defined in terms of s constant population. Caravale calls attention to this
difficulty, while arguing that only the fosmer nosion of natueal wage permits

an adequate analysis of the relationship between the dynamics of the rate of
profit and diminishing returms in agriozlture. More generally, it is argued
that '"no distinction can be drawn, in Ricardo, between = realm of statics (4o
which the oroblem of alternative distribytive setups would belong) and a realnm
of dynamics (%o which the question of the effectz on growih of changes in
agricultursl nroductive methods would belong) Lﬁéravale, 1985 b, o. 15Q7.

The special relationship between capital accrmulation =zmd diminishing retarns
in Ricardo sugzests to Tosato an interpretation of the evolution of Ricardots
thought whickh is at variance with the interpretation nresented by Sraffa in the
Introduction to Ricardats Principles. The objective of Tosato's paner is to
refute the idea that Ricardo amnd Sraffa addrecsed themselves ©o swbstantially
identical issues and that Ricardo's theory may adequately be reconstructed
in terms of the separate determinatiom of orices and quantities, Spaffa had
suggested that, with the adoption of a labour theory of wvalue, "it became possible
for Ricardo to demonstrate the determination of the rate of profit im society

28 a whole instead of through the microcosm of one special branch of nroduction

[}he agricultural sector considered in the early f2say on Profits "7“ Z§}affa,
1351, ». xxxii7. Tosato argues that Sraffa's interpretation had probably been
suggzested by the fact that no difference arises between the sectoral snd the
macro-—-anpproach when the labour theory of value is adopted and the inverse,
single period, waze-profit relationship is considered, However, "the macro-
2conomic aporoach tends 5 turn the attention away from 2 dynamic =nnlysis

né to direct it, instead, towardz o static theory of orofit rote determinstion
Lﬁbﬂato, 1985, p, 1217. Losrortcoming of 3raffals interpretation, acoording to
Porato, ie 4hat the convsction betuwesn dipinisbine returns, which are an
intrineically éynamic vhenomnensn, and nrafit rate deteraitation tends 4o bhe set

aside. Posato nointz out that Ricardo never 1o

53

‘ 2w

gt intersest in the dynamic

relationship between disiributive variabies vhen technoleogy iz changing under
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the influence of land shortage and diminishing sgricultural productivity. He
2ls0 argues that the role of the invariable standard of value in Ricardo
is that of measuring changes in the difficulty of production indenendently
of the rise or fall of wages, rather than that of makines the value of net output
independent of distribution for any siven technique.
In the final section of his paper, Tosato takes up 2 suggestion formulated
by Ricardo in the late eszay om 'Absolute Value and Exchangeable Value' and
maintains that, if the standard of value is gold produced with labour
employed for a year, and a year is also the period of production of the commoditie
that enter the workers' wage basket, them 2 change in the value of the wage
basket could be umambiguously attributed to a change in production technique,
In this special case, the rate of orofit in the productior of necessaries is
independent of the system of relative prices and determines in turn the gzeneral
rate of profit in the whole economic system Zgée Tosato, 1985, pp. ?08—157,
The fundamental role’ of the relationship between profit rate determimation
and diminishing agricultaral productivity is also stressed in the essay by Porta,
Sraffa's interpretation of Ricardo, which Porta attributes to the inflvence of
Karx's reading of Ricardo and Smith, is ocriticized on the ground that Sraffa
would be overlooking Ricardo's appliéation of the principle of diminishing
returns. Porta also criticizes the view, which is often associated Wwith Sraffa's
interpretation, that the analytical core of Ricardo's price theory is independent
of activity levels and capital accumulation [Eée'Porta, 1985, ovp. 2241ZZ
The general issue of the irnterpretationm of Ricardo is then reconsidered by
Porta in the light of recent debates and it is argied that Ricardo's contribution
"does contain the raw seeds of opposite theories" [?brta, 1985, p. ?};7. As
a result , it would be inappropriate to read Ricardo's work bearing iw
wimd theoretical formulatiome which took shape much Tater in the avelution of
economic thought, This feature of Ricardian comiributions apnlies %o
varioas themes considered in recent debates, In particular, Porta criticizes
Samuel Hollander's view that the 'fix-wage' interpretation of 3icardo ought
to be abandoned in order to sllow demand and suosply to play 2 role im the
determination of the wagze rate, According to Porta, the so-called fix-w2ge model
2llows for the endogeneous determinationm of the wage rate not less than the
model based on the interaction of demand and suponly AEbrta, 1335, o. 22§7; On the
other hand, it is argued that icardo's conceatration upon profit rate determi-
n2tion in agriculture ie due to his interest in diminishing returnz rather
than to a provensity to think of the rate of profit 28 2 'material rate of
producet, i.e. as a rate of surplne in pure guantity terms [Eée Ports, 1985, onn,

?30ﬁ37, Minally, Porta oriticizes Sraffats view that Ricardo hag obizcted to
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Smith's 'adding-up' theory of price determination: "..,.Here agzain we have s
case of overreaction, when Sraffa reads into Ricardo a criticism of the
adding-up approsch [:z;7'An adding-up theory makes= its apnearance largely

as an alternative to the Marxiam anvroach to value, and historically can bear
no relationship with the Ricardian system® Z?brta, 1985, p. 2137.

The concluding paper of Part IV, by Rosseili considers +he relationship
between 'market' and 'natural' variables in wage determinagtion. After
assessing the origim of the Ricardian notion of natural wage and its role
in the Ricardian system, Rosselli argues that Ricardo's definition of natural
wage as the price of labour "which is necessary to enable the labourers,
ome with another, to persist ané to perpetuate their race, without either
increase or diminution™ [ﬁﬁcario, 1951, p. Q§7 involves a complex adjustment
mechanism brought about by the actioms of ecomomic agents reacting to market
signalsx [Sbe Rosselli, 1985, p, 24ZZ,Two alternative formulatiom® of this
adjustment mechanism are then comsidered: the onme followed by Hicks and
Hollander, in which the natural wage is defined as the minimum subsistence
wage Lﬁicks, and Hollander, 19[17, and the one adoonted by authors such as
Levy'£I§Z§7 and Casarosa{[I§Z§7, according to which the natural wage is the
wage level that allows the supply and demand for labour to grow at the same
rate Lﬁbsselli, 1985, pp. 250ﬁ27. It is then argued that an increasing
money wage, and a falling rate of profit, are compatible both with fix-wase
and flex-wage models [ﬁbsselli, 1985, p. 2327. Rosselli's interpretation
of Ricardiam theory is related to = line of argument which goes back to
Malthus's exchanges with Ricardo, as is shown by Rosselli's idea that the
Ricardian definition of natural wage "implies a very implausible description
of the accumulation process" ané appears to be "useless outside the
stationary state, when the rate of accumulation is zero and the demamd for
labour no longer grows" /Rosselli, 1985, p. 247/+ There is in fact a
strorg similarity between Rosselli's view and the opiniosn exvressed
by WMalthus in a passage she quotes that Ricardo's natural wage is "a most
unnatural price; because in a natural state of things 17257 such a price could
not generally occur for hundreds of years" [ﬁélthus, 1951, pn. 227-8; 1=t edn
182g7: Rosselli's interpretation is clearly =ssocisted with the idea that +the
operational meaning of Ricardo's 'matural! variables is that of long-run
equilibrium values, so that the actual specification  of Ricardo's allocntion

mechanism becomes of fundamnsntal imnwortance,



IV. THE STRUCTURE OF JAPITAL AND RCONOWIC DYN AMICS

Ricardo dealt with the issue of the 'vprovortiont of circulating to

fixed capital within two #ifferemnt context=. On the one hand, he

examined the exceptions to the pure labour theory of value which would

be associated with different proportions across the various industries,
Zéée, in particular, Ricardo, 1951,chapter I, sections IV and V; lst edn
1817-257; On the other hand, he considered this proportion as s varti-—
cularly important factor in determining the charascter of 'temporary reverses
and contingencies, produced by the removal of capital from one employment

to another! (Ricardo, 1951, p. 263; lst edn 1817) as well as the level and
composition of the demamd for labour. The issue of a2 change in the provortion
of circulating to fixed capital naturally comes up when the introduction

of machinery is consideredA[§Ee, in particular, chapter XXXT of Ricardo's
Principles, fOn Hachinerxﬁ7.

Part V¥ of the book deals with Ricardo's treatment of +the machinery
giestion. Fltis presents = rational reconstruction of Ricardot's statements
concerning "the tendency of machinery to reduce the demand for labour
and to cause technological unemployment" Zﬁltis, 1985, 9.2517. Eltis calls
attention to the Yconsiderable resemblance" between Ricardo's arithmetical
example in chapter XIXI of the Principles and an arithmetical example
presented by Barton [ﬁérton, 18117: But Ricardo also pointed out that
"extra capital will always raise employment" Zﬁhtis, 1985, »p. 2637. However,
2 reduction in employment may result from the conversiom of part of the
existing stock of capital from circulatimg capital to fixed capital (machinery)
Eltis -.argaes that, in Ricardo, mechanization results from rising wases,
so that "/t_/here are‘E.t]two trends that go on continuously: (1) mechanizatior
21l the time raises the investible surplus; {2) at the same time, it raizes
the amount of new capital that is needed to create a job"é%ltis, 1985, n. 2?37:
The final effect on employment would naturally denend on which influence is
the stronger. Ricardo doss not seem %o provide a conclusive argument on this
issue /[Tltis, 1985, p, 7747. On the other hand Joha Stuars Mill, while
following Ricardo's argument clozely, maintained that the mechanization
process, by providing new opportunrities for investment, would nush zhead the
stationary state, thus showing "the uitimate banefit 4o labourers of me~
chanical inventions" Zﬁﬁll, 1965, 00 28=993 let edn 13%%7. Marx'e view on
this issue is radically different, for in his work the adverse sffect on

employment is considered to be dominant as prodnctivity advances, on condition
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that the proportiom of the means of production to direct labour is
continuously raised. Eltis vrovides nan analytical discussion of Marx's
argument and shows that mechanization may be "lethal for employment” if
an "ever-rising capital-output ratio” is combined with inoreasing returns
to scale [Eitis, 1985, p. 2727 .

#Meacci also deals with the machimery question but differently from
Eliis in that he provides a comceptual framework which is aimed at the
analysis of mechanization from the poimt of view of social rather tham
individual capital. An essential element in Meacci's rational recomstruotio:
of Ricardo appears to be Jevons's distinctior betweem 'fixed capital!' and
Ycapital that is fixad! L}Bvons, 1879, p. 26&7. As Meacci points out,

" [F;7he past participle does here emphasize that capital, once fixed

or invesied, is lest im its 'right' form, namely as finds destined for

the maintenance of labour: these funds can support labour only once" [ﬁbacci,
1985, pp. 2871§7. If the point of view of social capital is adopted, an
important distinction emerges between fixed and circulating capital which
is often blurredéggyégﬁc point of view of privale capital is taken. This
is that circulating(ig reproduced in a shorter period than fixed capital
im the economic system as a whole. According to Meacci, the effects of
mechanization om employment may be examined by concent¥ating the attention
either orn individual or on social capital. In the former case, the focus
will be on the individual technical processz 2nd on its changing technizal
coefficients; in the latter case, the focus will be on the reproduction of
social capital and ite prerequisites Zﬁéacci, 1985, »p. 291ﬁg7. Prom the
point of view of social capital, mechanization '"isa simply a lengthening

of the rqprodnctiqg pericd of free capital [;:47'for society a2z a whole"

Zﬁéacci, 1985, p. 29&7. This perspective leads Meacci to criticige Warx's
view that there is ap inevitable long~run sssociation between growing
unemployment and growimg mechamization. For, "so long as constant capital
is to be produced within a closed system and reproduced on an enlarged
gcale" zrowing mechanization involves the substitition of "a particular
kind of labour for another kind iwm the general siructure of productionh
Zﬁéacci, 1985, ». 2957; In terms of the conceptual framework presented

in Hicks's Qapital and Time /Hicks, 19737 , this process may also he

feseribed a2 a substitution of 'construction' for ‘operationt 1abour,
and therefore as a change in the comnosition of the lahour +ime which is
~anually spent in the economy [Weacci, 1985, ». ?957} It follows that

mecharigation orezents itself in two rvather 4ifferent ways denanding on
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which perspective is adopted. In the 'vrivate economy! approach, mechanizatio
iz necessarily assooiated with the substitution of machines for 1abour.

In the 'social economy! approach, mechanization is agzcociatgd with changing
timewprofile of labour requirements, If we assume, 22 Bbhm-Bavark 4id
ZEEhm-Bawerk, 18327, that the frequency of inventions lengihening the
production process is greater tham that of inventions shortenming this

process , it follows that, as a result of mechanization, "more and more
living labour, instead of being expelled from the sphere of production, is
invested into it in the form of what the Awstrians would call "indirect'

or imcreasingly indirect labour" Zﬁéacci, 1985, », 2327.

Ve THE STRUCTURE OF PRODUCTION IN RICARDO'S THEORY

In the final essay of the colleoction, Hicks examines which 'structure! of
the productive system is involved in the formulation of Ricardo's theory,
Here Hicks cnlle attention to the importance of the way in which the
productive siructure is specified in bringing about certain eesential
features of economic models. The distinction between the 'vertically
integrated' structure of profuction (in which no intermediate products are
eéxplicitly considered) snéd the input-output stricture leads Hicks to re ject
Sraffa's interpretation of Ricardo on the ground that Ricardo's 'industries!'
"are not interiinkedn Aﬁicks, 1985, o, 3Q§7. In Ricardo's times, Hicks points
out, "13;7hough horses were intermediate products in the production of corn,
the production of horses could be regarded as a stage in corn productions
the production of looms as a stage in the osroduction of cottom zoodsy and
80 on. It was a fair simplification, in Ricardo's timey to think of all
industries as vertically integrated® /Hicks, 1985, p, 309/. An important
tmplication of this descrintion is that there is no reasom %o distimguish
between nroduced commodities used as means of pro€:ction and oroduced
commodities used as final consumption goods: "final products are all onm &
par. There is no basic-non basic distinctiom. Tt follows directly, without
complication, that the (equilibrium) prices of all products will be higher,
relatively to the wage, if the rate of profit is highep" [ﬁioka, 1985, p. 3qi7a
The inverse relation between the real wage and the rate of profit is thus
obtained as a consequence of the fact that an increase in the prices of
wage—-goods is associated with a decrease in the veal wage 1f money-wage is
given,

Hicks's view that Ricardo'e theory may not he immediately reformulated

in terms of a4 *fully interlinked! input-output model (in which commodities
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are produced by means of other commodities) is an important contributiom

to Aicardiam scholarship., Indeed, it might be quite consistent with the fact
that Siraffas himself associated the "picture of the system of production

and comsumption as a circular process" ,to be found in Production of
Commodities by Mean® of Commodities ngaffa, 19697;with the description

of the productive system %to he found in 4uesnay's Tableau Bcomnomique rather

than with that of Ricardo's Princivles., However, it is worth considering
Lrrnciples

that, once it iz admitted that waze-goods consmist of heteroseneous commodities

produced in different industries, a special type of linkage is introduced
between corsumption goods entering the wage-basket, For a new type of
'industry! could now in principle be added to the ecomomic system: the
'industry' which is delivering an essentisal input (labour) by using as its
own inpute the consumption goods entering the workeps! wage-basket, In this
case, the description of the economic system as a set of veriically integrate
'industries'.§'<i3 Hicks is compatible with the adoption of a fully 'cirecular
view of the system of orodiction and consumption, such as the one involved
in Ricardo's descrintion of wages as the "nroportion of the annual labour
of the country [;hiqg7 is devoted to the support of the labourers" lﬁioaréo,
1951, p. 49; 1st edn 1017/,

Hicks's analysis of the 'structure of production' implicit in Ricardo's
theory is a warninz against a too extreme internretation of Ricardo in
terms of a circullar model of the pure 'commodity' type. Former Ricardiap
scholarship had sometimes pointed out the possibility of interpreting
the Ricardian deseriptiom of the productive system in terms of the 'vertical
integration' of productive activities, (For example, the Russiam scholar

NeIoZiber wrote that, in Ricardo, "/ 723 series of operations performed

on skin by the butcher, the tanner, the ghoemaker, from the noint of view
of the social economy are nothing but a direct, single operation of boot
production” Zziber, 1871, p. 22§7'5 Yo

Ricardo's concentration unom the final consumption zoods entering the

workers' wage-basket suggests 1 possible way of integrating the description
of the productive system in terms of vertically integrated indusiries within
2 !eircular' view of the 'social economy'!. Hicks had oreviously pointeéd out
that "[;;7hat hag cavsed so much %rouble im the interpretation of Ricardo
is that he has several models, and moves from ome 40 another without much
warning" Zﬁicks, 1982, n, Q§7, The noscibility of fescribing Ricardo's
'orodiuction stricture! cither in terma of vertically integrated industipies

or in terms of an imput—ocutput model shows 4ha flexibility of Ricardina
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thought. The mutual compatibility between these two descriptions has beepn
recently demonatrated by work in economic theory Z?ésinetti, 1931, 0w, 109~1§7
Interpretations of Ricardo will certainly benefit from the discovery

that seemingly opposiie economic modelm are rooted in alternative
descriptions of the productive system, and that economic theory is able to

elucidate the relationship betweer such alternative descriptions.

VI. CONCLUSION

Pha existence of 'competing! interpretations of the classics such

s Ricardo, appears +to be one aspect of +the existence of distinct

lines of inquiry in economic theorizing, This feature of economic
knowledge may be related to the fact that the process of theory-formation
in economics is often chmracterized by the specialized use of ordinary
economic language, =0 that each theory senerally derivern its primitive
terms from ordinary languaze through what we might call 'semantic specia-—
lization'. From this fellows the specizl position of the history of
economic theories in economic studies, For awareness of the history of
economic concepts is essential to the interpretation of current economic
theories., On the other hand, history of economic thought should be hased
apon explicit recognitiom that alternative patterns of 'semantic gpecializa~
tion' do exist in economic analysis and that distinct lines of inquiry are
derived therefrom. Sxplicit recognition that disagreement is possible

is an essential prerequisite for 'dialogues' between distinct lines of
research.,

The collection edited by Caravale is an important condribution along
that direction since it provides impressive evidence of the fomdamental
role that theoretical beliefs do play even in matiers of textual interpre—
tation. As such the bhook would be essential reading both to Ricardian
scholars and to economists interested in the general issue of how analytical
work amd irtellectual history interact upon each other in the formation

of sconomic kmowledge,
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FOOTNOTES

(#) Giovamni A. Caravale, ed, The Lezacy of Ricardo, Oxford and New York,
Basil Blackwell, 1385,

(1) A research lime may be defined as "s sequence of theories sharing certain
thematic concepts and hypotheses, such that each theory can be located as 5
ctep on a givem trajectory" (Baranzini amd Scazzieri, 1986, pe 1 n)e If this
view is takem, each theory can be considered to be dependent on theories pre-
viously formulated along the same ‘linz, or to be essential im the formulation
of the subsequent theories im that line (See Baranzini and Scazzieri, 1986, p.
1 n). The view that the evolutionm of scomomic theory may be reconstructed as a
case of multilineal evolutionm with many points im common betweaw the major research
lines is examined im Quadrio-Curzio and Scazzieri, 1985 and 1986,

(2) 1In this passage, Jacob Hollander also makss a reference to Malthusts
appraisal of Ricardo im the Quarterly Review (see above).

(3) The attitués of the young Mill to Ricardo's theory of value is considered,
from different points of view, im Robbins (1967) and De Vivo (1984).

(4) In the 1815 correspondence, Ricardo is initially attached o his early
'physical' theory of the agricultural net product, and only im the last letters
of the exchange he appears o be movirng toward a labour theory of value, which
would allow him to measure itotal product and necessary consumpiion in terms of
labour quantities,

(5) Bnglish tramslation of this passake in Scazzieri {1987).
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