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Frédéric Bastiat as an Austrian Economi st”

WAs Bastiat an Austrian Econom st?

Basti at was one of the nost influential econom sts of the
19'" century and continues to enjoy w despread popul arity
more than one hundred years after his premature death.! He
is celebrated as a popul ar econom c journalist, an
effective propagandi st, and a successful advocate of free
trade. ?

Despite the fact that Bastiat's name continues to be
rai sed in support of free trade or econom c justice by
econom sts of various schools of econom c thought, the
economi cs profession does not take his witings seriously.?
For exanple, his witten contributions are rarely nmentioned

or referenced in scholarly journals.? Guide Hil smann

expl ains that Bastiat's:

U The author wishes to thank Paul Cl evel and, Audrey Davi dson, Robert
Ekel und, Al ex Padilla, and Joseph Salerno for their hel pful coments
and suggesti ons.

1 See Rothbard (1995, pp. 448-453, 466-470 for a description of
Bastiat's influence in Europe and Anerica. See Hébert (1987), Roche
(1971) and Russell (1965) for biographical information and anal ysis of
Bastiat's influence and contri butions.

2 For exanple Goodwi n (1972) argues that Bastiat be ermulated to teach
the ideas of the econom cs profession to the general public.

3 Recent exceptions are O Donnell (1993), Vedder and Gal | oway (1989) and
Sal erno (1988).

4 Bastiat has often been referred to in journal articles (by his |ast
name only) but his books, articles, and speeches are al nbst never
referenced. He could take some confort fromthe fact that the sanme fate
has befallen other great thinkers. Galileo, for exanple, is often



"journalistic and polem c style of many of his
great works was taken as a proof of | acking
sophi stication. The very clarity of his style and
his masterful ability to comunicate essenti al
ideas on different |evels of exposition
(scientific, journalistic, and propagandi stic)
and with various literary nmeans (sober deductive
reasoni ng, aphorisns, irony, striking
illustrations) were thus turned against him

nb

| ndeed Bastiat is generally not even considered an
econom st and is certainly not considered an econom c
t heorist. Joseph Schunpeter, the em nent historian of
econom ¢ thought called Bastiat "the nost brilliant
econom ¢ journalist who ever |lived" but concludes, "he was
not a theorist." Another renowned Austrian econom st, F.A
Hayek failed to defend Bastiat against this charge in his
introduction to Bastiat's collected works.® Even his
intellectual biographer clained that with respect to
econom cs, Bastiat "made no original or significant
additions to the science."’

The task therefore of depicting Bastiat as an Austrian
econom st woul d seem daunting for his status as an econonic

theorist is denied by sone Austrian econonists and even his

stature as an econom st is neglected in favor of his

mentioned in | eadi ng econom cs journals but his works are rarely

menti oned and sone evidence indicates that those referring to Galileo's
contributions have never even read his witten works.

5 Hul smann, forthconi ng.

6 Hayek, introduction to Bastiat's Selected Essays on Political Econony,
pp. ix-xii.

" Russell, p. vii.



strengths as a polem st and propagandist, roles that are
t hensel ves eschewed in the Austrian school's notion of
econom cs as a value-free science. Furthernore, Basti at
lived, wote and di ed before the publication in 1871 of
Carl Menger's Principles of Econom cs and the official
foundi ng of the Austrian school.

The case for Bastiat as an Austrian econom st rests
squarely on his witings. First, he is witing as an
econom st, except in an interesting tone and with a style
and clarity to which the nodern profession of econom sts is
general |y unaccustonmed.® Hs ability to weave the conceptua
with wit has | ong been appreciated by his readers, but his
detractors view this effective style as unprofessional and
unscientific.® These critics should renmenmber that other
great thinkers such as Galileo used this type of style.
Second, Bastiat's work on econom c theory and net hod
clearly places himin the Austrian school or at |least as a
cruci al precursor of that tradition.

Certainly Bastiat cannot be matched up, point for
point, with either the future fathers of the Austrian
school or its current enmbodinment in the United States.

Bastiat had a short career and died at a young age before

8 Bastiat exhibits a conprehensive know edge of all the mmjor works in
economni cs.
% For exanple, Frank Knight referred to Bastiat as that French writer.



he had a chance to fully el aborate his econom ¢ thought.°
He was fully concerned with the many practical problens of
France and had few opportunities to turn his attention to
t heoretical and nethodol ogical issues. He was witing for
men of practical affairs, and often inplied that he was
uninterested in inpressing or gaining standing in French
academ a. In fact, he wote about the system c problens of
the French acadeny.

The nodern revival of the Austrian school has centered
its attentions on the contributions of Ludwi g von M ses,
F. A. Hayek, and Murray N. Rothbard but this has not
prevented the newest generation of Austrian econom sts from
showi ng their synpathies with, and interest in the works of
Frederic Bastiat, nor even fromclaimng himas one of
their own. This synpathy for the content and scope of his
witings as well as its continuing applicability is clearly
seen in Paul Cleveland' s article, "The Life and Wrk of
Frederic Bastiat: One Man's Call for Liberty." Austrian
school econom st Guido Hul sman has call ed Bastiat one of
the "greatest geniuses" of econom c science who excelled as
a theoretician and Thomas Di Lorenzo has witten about

Bastiat as an econom ¢ analyst in a book on the greatest

10 Bastiat mentions in Economic Harnonies that the book was witten in
great haste, probably due to his severe health problens and ot her
duti es.



economi sts in the history of the Austrian school.! So as
you can see, the case for Bastiat as an Austrian econom st

is not so inprobable after all.

1. Bastiat and Austrian econom cs

What is Austrian econom cs? Common distinctions that set
Austrian econom cs apart from ot her schools of thought rest
on ideol ogy and style. Austrians are often considered
radi cal free market ideol ogues, not interventionists or
socialists, and their style is literary, not mathemati cal
or statistical. On both of these criteria Bastiat would
clearly be classified as an Austrian econom st. But these
di stinctions are not rigorous because, for exanple, Chicago
school econom sts are typically not socialists, and Marxi st
econom sts typically enploy a literary style. The true

di stinctiveness of the Austrian school rests in its

nmet hodol ogy and theory of value, two areas in which Basti at

and the Austrians have much in common.

11 see O eveland (1994), DilLorenzo (1999), and Hul smann (forthconi ng).



Met hodol ogy

The net hodol ogy of the Austrian school is referred to as
praxeol ogy, a termintroduced by Ludwi g von M ses in nodern
times. This nethod, however, did not spring forth from
Ludwi g von M ses or even Carl Menger, but has been in

exi stence and devel opnent since the beginning of economc
sci ence. '? Jean-Baptiste Say was one of the first to fully
describe this nmethod and is one of greatest influences on
Bastiat's economi cs. *?

Praxeol ogy is the science of human action and
therefore is the basis to study econom ¢ behavi or and ot her
soci al sciences such as sociology, history, political
sci ence, and war. The subject matter of the social sciences
is human action and Austrians find its nethodol ogi cal
foundation in the existence, nature, and inplications of
human choi ce. The exi stence of human choice inplies
scarcity and felt uneasiness while the nature of man is
pur poseful action inplying that humans are notivated to
overcone their felt uneasiness and the limtations of
scarcity. The laws of human action are discovered through
deduction, such as the law of dimnishing marginal utility,

but both human choi ce and human uni queness precl ude the



establi shment of constant relations, enpirical
regularities, or correct quantitative forecasts through the
use of mathematics or statistics. Not surprisingly,
Austrian econom sts place great enphasis on nethodol ogi cal
i ndi vi dual i sm net hodol ogi cal subjectivism and val ue
t heory.

This nmethodology is clearly separate and distinct from
t he approach of the natural sciences whose subject matter
is not purposeful and does not make choi ces. W cannot
understand gravity or water directly and so the tools of
mat hematics, statistics, and | aboratory experinents are
enpl oyed to deci pher their properties and understand their
nature. We can understand human choi ce, econom zi ng
behavi or and social interaction because it is of our own
nature and experience. A bar of zinc does not choose to be
attracted to a nagnet, but a custonmer does eval uate, val ue,
and choose whether to buy that same bar of zinc.

The nmental experinment is the basic tool for deducing
the inplications of human action. Here the econom st
enpl oys the ceteris paribus assunption to isolate the
i ssues under investigation and then nentally exam nes the
variables to logically determ ne the casual relationship

bet ween them and possibly to arrive at qualitative

12 see for exanple Thornton (1999).



predi cti ons about the future. The use of this and other
"imagi nary constructions” is therefore the nmethod by which
econom sts can determ ne econom c theory, or |aws of
econom ¢ behavior. ! These laws in turn becone the cruci al
knowl edge (along with many ot her fornms of know edge) by
whi ch we can understand the past, present, and future.
This was the nethod of econom cs enployed by Basti at.
He repeatedly enphasized that econom cs was a science of
universally valid laws that are di scovered by | ogica
deducti ve reasoning. Hi s understanding of econom c science
was that an economc |aw was "revealed, it is not created

n 15

by the denonstrator. The Austrian flavor of his approach

can be found in his conception of self-interest:

We cannot doubt that self-interest is the

mai nspring of human nature. It nust be clearly
understood that this word is used here to

desi gnate a universal, incontestable fact,
resulting fromthe nature of nman, and not an
adverse judgnent, as would be the word

sel fi shness. 1®

And no one before or since Bastiat has enphasi zed nore
enphatically that the science of economcs is founded in
human action itself. "For this reason we cannot avoid going

back to the primary phenonena of human sensati on and

13 Rot hbard, p. 446.
14 See M ses, Human Action, pp. 236-237 for a description of this method

of "imaginary constructions" and pp. 237-252 for applications of this
met hod.
15 Bastiat, Harnonies, p. 26



activity."!'” Bastiat also describes the uniqueness of nman in
terms of an inherent felt uneasi ness or purposefulness in
overcom ng the condition of scarcity:

Hardly has he learned to satisfy his hunger when

he seeks to tickle his palate; to cover his

nakedness, when he seeks adornnent; to shelter

hi msel f fromthe el enents, when he dreans of

beautifying his dwelling. H's mnd is as restless

as his body is demanding.!®
As Thomas Di Lorenzo has concl uded, Bastiat's view of
econom cs as an intellectual endeavor was essentially
identical to that of the nodern Austrian school primarily
because Bastiat viewed the subject matter of econonics as
man who conpares, judges, makes choices, and acts.?®®

Bastiat was, of course, not just interested in the
deduction of universally valid economc |aws, but also
their application to areas of human interaction outside of
commerce. He explained the "rel ationships, or rather, the
har noni es, that exist between political econony and the
other noral and social sciences."? Therefore he
i ncorporated topics such as governnent, law, war, religion

and charity in his witings. When contenplating the limts

of the social sciences, Bastiat acknow edged:

16 Bastiat, Harnonies, p. 27.
17 Bastiat, Harnonies, p. 26.
8 Bastiat, Harnonies, p. 62.

Di Lorenzo, p. 63.
Basti at, Harmonies, p. 24.



| am not one of those who believe that a science

has inherently its own natural and imutable

boundaries. In the realmof ideas, as in the
real mof material objects, everything is |inked

t oget her, everything is connected; all truths

merge into one another, and every science, to be

conpl ete, nmust enbrace all others.?!

Not only does Basti at adopt the correct Austrian
approach to econom c theory and nethod, but also he
clearly sees the problenms of adopting the nethods of
t he physical science where constant relations do exi st
and where mat hematics and statistics are applicable.
Bastiat did not object to the use of mathemati cal
illustrations, but was opposed to their use in the
deducti on of econonic theory because they were flawed
met hods in the real mof human action and had
i ntroduced nunerous harnful errors into economc
doctrine. He also noted the good things, such as
i nsurance, that have devel oped with the assistance of
experinmental statistics. However, he is clear that
there are no constant relations on which econom cs can
be placed on a mat hemati cal basis.

A line no nore resenbles a force or a velocity

than it does a value or a utility. Neverthel ess,

the mat hematician finds |ines and di agrans

hel pful. Why should not the econom st al so? There

are values that are equal to each other; there

are values that have known ratios to each ot her
of a half, a fourth, double, triple. There is no

2! Bastiat, Harnonies, p. 29.
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reason for not representing these differences by
i nes of varying lengths. Such is not the case
with utility.??

Bastiat clearly understood the fundanmental difference

bet ween the social science of nman and the physical science
of matter. In particular he understood the attraction of
t he nmet hods of the physical sciences for economsts and the
difficulties and potential for error they can introduce
into the social sciences. Therefore he strongly warned
agai nst the dangers of applying the nethodol ogy of the
physi cal sciences to econom cs:

Political economy does not have, |ike geonetry or
physi cs, the advantage of specul ati ng about

obj ects that can be wei ghed or neasured: and this
is one of its initial difficulties and,
subsequently, a perpetual source of error; for,
when the human m nd applies itself to a certain
order of phenonena, it is naturally disposed to
seek a criterion, a comon nmeasure to which it
may refer everything, in order to give to the
particular field of know edge the character of an
exact science. Thus, we note that nost authors
seek fixity, some in value, others in noney,
another in grain, still another in |labor, that is
to say, in nmeasures exhibiting the very
fluctuation they seek to avoid."??

He returns to this nethodol ogical warning while discussing
the natural inequality of resources, the diversity of man,

and the subjectivity of tastes:

22 Bastiat, Harnonies, p. 331.
23 Bastiat, Harnonies, p. 43.

11



The factors enunerated in this chapter that enter
into the science of econom cs and constitute it
are essentially variable and diverse. Wants,
desires, materials and forces supplied by Nature,
muscul ar strength, bodily organs, intell ectual
faculties, nmoral qualities--all vary according to
the individual, the tinme, and the place. No two
men are alike in any one of these respects and
even less alike in all of themtake together.
Furthernore, no man is exactly |ike hinmself for
two hours running.?*

Therefore political econony does not have the | uxury of
| aborat ory experinents and cannot be made to correctly
m m c the methodol ogy of the physical sciences:

The science of econom cs, therefore, does not

have the advantage, as do the so-called exact

sci ences, of possessing a neasure, a yardstick,

enabling it to determ ne the precise intensity of

desires, efforts, and satisfactions.?®

Bastiat's conception of economcs as a theoretical
science is buttressed by his use of imaginary constructions
created via deductive reasoning. In his frequent use of the
state of isolation Bastiat theorized that exchange and the
di vi sion of |abor define society because in the state of
i solation there was no exchange or division of |abor. He
even refers to this construction as an "inmagi nhary case." In
t he absence of all exchange, capital, and know edge the

i sol ated individual is doomed no matter how bounti f ul

nature may be. In his conception, our wants exceed our

24 Bastiat, Harnonies, p. 56.
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capacities and humanity will cease to exist. |In contrast,
society relies on exchange and the division of |abor to
create productive capacities that exceed past wants and
provi des an environnent in which new wants can be i nagi ned,
adopted, and achi eved. ?°

I nterestingly, Bastiat explicitly recognizes that the
i npossibility of the isolated state is sonething that
cannot be denonstrated by experience or direct observation,
but only though deductive, |ogical reasoning:

Qur senses cannot grasp sonething that does not

exi st. You can prove to ny mnd that a triangle

never has four sides; you cannot, in support of

your argunent, place before ny eyes a tetragonal

triangle. If you did, you would destroy your

assertion by your own evidence. ?’
Li kewi se, you cannot prove the inpossibility of the state
of isolation through observation, but only by I ogic.

Bastiat's doctrine of "what is seen and what is
unseen” has |ong been viewed as an antidote to Keynesian
econom cs and it could also be viewed as the foundation of
Hayek's "uni ntended consequences,” but in Bastiat's

witings it is clearly a nethodol ogical lesson. In their

trade, econom st nust rely on deductive theoretical

25 Bastiat, Harnonies, p. 56.
% Bastiat, Harnonies, p. 103.
27 Bastiat, Harnonies, p. 61.

13



anal ysis (the unseen) and nmust not rely on history and

statistics (the seen).?®

Val ue Theory

Austrian econom sts consider value theory to be the
foundati on of econom c science. They enphasize

nmet hodol ogi cal individualismin which only individuals nmake
choi ces and make determ nati ons about value. They al so
enphasi ze net hodol ogi cal subjectivism where the subject
determ nes the value of the object and this valuation
cannot be exposed to any direct external observation or
measur enent. Val uation takes place in human action and
utility is an ordinal relation, not a cardinal nmeasure.
Austrians enphasi ze that economcs is prem sed on the use
of the correct value theory and attribute many of the
errors of econom sts to faulty value theories, such as the
| abor theory of val ue.

Bastiat al so placed value theory as the foundation of
econom ¢ science and believed that the problens in economc
theory stemmed |argely froma lack of a valid and
uni versally accepted theory of value. He believed that his

work on val ue theory solved many dil enmas of Cl assi cal

%8 Bastiat, Selected Essays on Political Econony.

14



econoni ¢ theory, provided reconciliation between sociali st
and capitalist thought, and was his primary contribution to
econom ¢ thought. However, Bastiat's approach to val ue
theory was criticized both in his day and ours.?°

As Professor Sal erno has denonstrated, the criticisns
of the English classical and post-classical econom sts are
dubi ous. The entire English school had an objective cost
tradition that they had to defend and they sinply di sm ssed
Bastiat and other French liberals out of hand. The
exception to this rule was WIlliam Stanl ey Jevons, the
great English econom st who was one of the three econom sts
who initiated the Margi nal Revolution (along with Carl
Menger). He had read the entire breadth of English and
French traditions and found theoretical brilliance in the
French econom sts such as Bastiat and Cantillon, not his
fell ow Englishnen. Sal erno quotes Jevons on the relative
merits of Cairnes and J.S. MII| vs. Bastiat:

VWile M. MII has npost erroneously denied that

consunption of wealth is a branch of political

econony, Bastiat logically commenced with human

wants and nade the consequent denmand and

consunption of comodities the natural basis of

the science of human wealth. It is probably that

when the true |l ogical order of treatment of the

science cones to be carefully reconsidered, the

order adopted by M. MII wll be rejected, and
t hat of Bastiat nore nearly foll owed.

29 See Russell, p. 40 and Hébert (1987) who report on English critics
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Jevons also noted in his sem nal contribution to econonics
that the English economi sts were living in a "fool's
par adi se" and the reason for their neglect of the
t heoretical contributions by the French |liberals was
apparently their inability to conmprehend them |I|ndeed, as
Sal erno points out, Bastiat is but one of many French
i beral econom sts who were belittled by English econom sts
as propagandi sts rather than theoretical innovators.?3°

However, nore damaging to the argunent here are the
comments from Bastiat's intellectual biographer, Dean
Russel|l. He concluded that Bastiat opposed the two nobst
i nportant aspects of Austrian value theory. First, Bastiat
opposed the Austrian notion of a double inequality of value
i n exchange because in Bastiat's view, "service is the
source of all value, and any exchange inplies equal value."
Second, while Bastiat opposed the | abor theory of val ue,
"he actually endorsed it unknow ngly under another nane--
service. "3t

Russel | further notes that Bastiat was fully aware of
two i nmportant precursors to Austrian value theory,
Friedrich von Storch who contributed the subjective nature

of val ue and Eti enne Bonnot de Condill ac who contri but ed

such as Cairnes and Marshall.
30 sal erno (1988).
31 Russell, p. 34.

16



t he nutual gains and double inequality of value in
exchange.

Thus Bastiat had full opportunity to nmake a vital

contribution to econom c thought by devel opi ng

those two i deas advanced by Condillac and Storch
with which he was obviously famliar. Not only

did he mss the opportunity but, worse still, he

specifically denied the validity of their

concepts. %2
This harsh criticismnmerely mmcs the views of
earlier English critics and Russell admts that they
were sonmewhat unfair because Bastiat seened to be a
i nk between the objective theory of value of the
cl assi cal school and the subjective theory of val ue of
t he Austrian school.

To anyone famliar with Bastiat's contributions,
the criticisms of the English econonm sts and Russell
woul d seem curious indeed. While it is true that the
mechani cs of Bastiat's theory of val ue are unorthodox
and possibly flawed, no one had witten in a nore
cl ear and enphatic | anguage that val ue was subjective
and not objective, physical, or intrinsic. Bastiat
grappled with the objective value theories of the

Engl i sh econom sts, such as Adam Smth and cane to the

foll ow ng concl usion:

%2 Russell, p. 35.
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We see that it is inplied here (by the English
econom sts) that value refers to the nodification
of things rather than to nen's satisfactions.
This is a colossal error; for it is good that the
formof things be nodified, it is solely in order
to attain the satisfaction that is the goal, the
end, the consunmation of all effort. If then, we
achi eve the satisfaction by i mediate and direct
effort, the result is the sane; if, noreover, the
effort can be transferred, exchanged, eval uated,
it contains the principle of value.*
| ndeed, Bastiat even charged his nost inportant
predecessors in the praxeological tradition (i.e.,
Seni or, Scrope, and Say) of creating an exception in
their theories of value in the case of |land. Bastiat
argues that there is no value in land, only in the
services of those who first discovered, acquired, and
devel oped that land and that value is irrespective of
how nmuch physi cal | abor that m ght have been invol ved
in inmproving the | and or whether the current owner
acquired the land originally or through purchase,
exchange, or gift. For Bastiat men only bargain in
terms of the values of things, while the gifts of
nature have no "val ue.”
Political econom sts, by m sunderstanding this
fundanment al consi derati on, have weakened the
t heoretical basis of the defense of the right to

private property, representing it as an unnatura
institution, necessary, but unjust.3

33 Bastiat, Economic Harnonies, p. 130.
34 Bastiat, Economic Harnonies, p. 128.
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As we can see, Bastiat's view is that market value is
bargained for and is attributed to the entrepreneuri al
deci si ons behi nd each service exchanged whether it is
essentially a | abor service, capital service, or |and
service.

In addition to his thoroughgoi ng subjectivism Basti at
can easily be exonerated fromthe charge associated wth
his position that value is equal in exchange. It is quite
apparent fromreadi ng any of Bastiat's works that he viewed
all types of econom c exchange as nutually beneficial, that
there were gains from exchange, and that the interests of
all parties to free and voluntary exchange were in harnony
with one another. For exanple, Bastiat opposed all forns of
protectionismso that people could further benefit fromthe
di vi si on of |abor.?

What then did Bastiat nean when he clainmed that
exchange was based on equal values? It seens that value for
Basti at was not the subjective satisfaction of a good or
service (which he | abel ed satisfaction), but was rather the
ment al val ue that an individual placed on a good at the
time of exchange. Bastiat theorized that the individual
established this value by exam nation and valuation with

reference to alternatives such as the | abor necessary to

19



produce the good themselves. In other words, what was

i nportant for Bastiat was the nental act of the individual
when engaged in human action, or rather interaction, a very
Austrian vi ewpoi nt.

It is inportant to note that Bastiat did not deny the
contribution of Condillac that both parties to an exchange
profit, only that it was not sufficient and does not really
explain the full picture as to why exchange takes pl ace.
"Even granting that the proposition is true, we see in it
only a statenent of fact, not an explanation."3® Likewi se
with Storch's contribution that nmen bargain their surpluses
for the surpluses of others, Bastiat does not deny the
poi nt but he al so does not see an explanati on of an econony
based on a conpl ex division of |abor and exchange, only
"how two men happen to strike a bargain."?’

Basti at sees the real explanation for exchange in the
di vision of labor for this is where the benefits of
exchange are truly created and derived. The division of
| abor logically inplies exchange and Bastiat views society
as a gigantic voluntary cooperative or association. He
expl ains that the benefits of the division of |abor as

described by Smth are a primtive formof the nore genera

35 Bastiat, Economic Sophisms.
% Bastiat, Harnonies, p. 66.
87 Bastiat, Harnonies, p. 66.
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associ ation that also involves natural resources, capital,
and know edge, with diversity and inequality only
i ncreasing the power of exchange.

The reader can now well perceive the true power

of exchange. It does not inmply, as Condill ac
says, two gains, because each of the contracting

parties sets nore store by what he receives than
by what he gives. No nore is it a matter of each
giving fromhis surplus to acquire what is
necessary. It is sinply that, when one man says
to another, "You do only this, and I will do only
that, and we'll share,” there is better
enpl oynent of | abor, talents, natural resources,
capital, and, consequently, there is nore to
share. " 38
Thus, Bastiat is not denying Condillac and Storch,
only that their explanations do not explain the nore
general reason why people exchange. That is, to take
advant age of the gains fromthe division of |abor. For
Basti at, exchange is both the cause and effect of the
di vision of labor that allows the nultiplication of
satisfactions in relation to effort. It is also
i nportant to point out that Bastiat's discussion takes
pl ace in a chapter on "exchange," not val ue al t hough
hi s anal ysis remai ns consi stent throughout his
writings.

Therefore we can conclude that Bastiat's val ue

theory was very Austrian indeed. He strongly supported

21



t he subjective theory of value and the gains from
exchange. Hi s general approach to val ue showed that
value only energed in the m nds of nmen during the act
of exchange and was wholly attributable to the
entrepreneurial acts of nmen (services) rather than to
the free gifts of nature.

Bastiat felt that Adam Smth went beyond the
physi ocrats in value theory and that Say went farther
than Smth in inproving value theory. Watever the
critics mght think of the mechanics of Bastiat's
t heory of value, he was certainly correct that the
t heory of value was plagued by error and that the
correction nust sonehow be found in a theoretically
derived and consistent theory of value. Basti at
of fered such a theory that was clearly a buil ding
bl ock for the soon to energe Austrian school of
economics. 3 Therefore we add here that Bastiat
advanced the theory of value beyond Say and took a
maj or step towards the nodern theory of value as

devel oped by the Austrian school of economics.*°

% Bastiat, Harnonies, p. 71-2.

%9 An examination of their witings indicates that Menger, Bohm Bawerk,
M ses, Hayek, Hazlitt, Rothbard and Kirzner were all intinmately
famliar with Bastiat's writings.
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[11. Concl usion

Basti at was an econom st and can be classified as an
i nportant nenber or precursor of the Austrian school.
This is clearly true of his policy views and in the
presentation of his ideas.* It has been argued here
t hat Bastiat al so shared the sane nethodol ogi cal
approach of the Austrians. Both view econom cs as a

| ogi cal science based on deductively derived and
universally valid | aws of human action. Bastiat and
the Austrians are al so both opposed to the application
of the tools of the physical sciences, nathenmatics and
statistics, to the study of human action. It has al so
been shown here that Bastiat's theory of value, while
widely criticized, does maintain the two Austri an

tenets of subjectivismand the gains from exchange.

40 See Rothbard, C assical Economics, p. 501 for a simlar evaluation of
Bastiat's contribution to value theory.
41 see for exanple DiLorenzo (1999).
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Notes to sel f:

Pol. Economy is the division of labor, p. 31. pol. Econ is defined as the theory of
exchange, value is the comparative estimation of reciprocal services of equal value

and thus pol econ can also be defined as a theory of value (price).

Utility refers to the services provided p. 48

Gifts of nature may have utility but do not have value until labor has been

introduced, p. 50-51.

Satisfactions and wealth (standard of living) increase as value (prices) decreases. P.

52.

Satisfaction is used by Bastiat to refer to what modern Austrians would call utility or
subjective value. "l often use the word satisfaction to apply to all our wants and to
all our desires, since | think it better corresponds to the wider scope that | feel
justified in giving to political economy" not just the consumption of physical goods

such as food. P. 57.

Value (price) is in proportion to the services rendered, not the utility of things, p. 53.
"This observation overturns the doctrine that places value in the materiality of
things. P. 53 "Human action, which can never succeed in creating matter, alone
constitutes the service that man in a state of isolation renders to himself or that men

in society render one another, and it is the free appraisal of these services that is the
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basis of value." P. 53 "between matter and value there is no possible connection." P.

53.

Value is determined in exchange, p. 54

The value (price) of every economic activity is determined, not by the labor it entails,

but by the positive effect it produces, which in turn results in increasing or

decreasing the general welfare. We have said, apropos of wants of desires, that no

two men are alike. The same is true of our satisfactions. P. 58.

"the utility is in the substance, but the value is in the service,” p. 63 also another

long quote equal value of services on this page.

p.114 value is in the services not the things themselves.

In exchange the two services exchanged are considered equivalents, the goods

themselves are not really worth the same in general. P. 115.

"value is no more created by an act of Nature than matter is created by the action of

man." P. 116

economic or actual value depends solely on exchange and judgement p. 121.

Bastiat rejects intrinsic value pp. 122-125

Senior, Scrope, Say, Prodhoun, pp. 127-8
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Important distinction between utility and value, bottom of p. 139, Bastiat does not
wish to quarrel with those who insist that value is based on utility only that value is
based on the utility of human services compared and exchanged p. 141. (in other

words the free goods provided by nature do not enter into value)

No objective measure of value p. 145.

Therefore measures of value (esp. money) do not allow us to compare two societies.
He puts forth an alternative view of the standard of living.

He will admit that "products have value" if other admit that the value is in the
service rendered. We can say that value imparts a value to a good but it doesn't get
imbedded in the product but remains subject to the evaluation of the value of the
service rendered.

"value does consist in the want or the obstacle or the effort, but in the satisfaction.

Greater value = better paid p. 97.

In defense of "services" see p. 102 and 103

Many factors effect value, increase or decrease it, but the phenomenon itself is
based the evaluation of the service received vs. the service rendered? P. 105
What is value based on--an exchange of services--and the evaluations that take
place in exchange (p. 106). He is not denying that utility is the basis of value, only
that value only exists when services are rendered (p. 107). "l expect to prove that
value no more resides in labor than it does in utility." We do not know what the
value of something is taken from nature that has utility until we start to exchange

(p. 108). It is service that creates and changes value (p. 109).
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"Value, far from having any necessary relation to the labor performed by the person
rendering the service, is more likely to be proportionate, we may say, to the amount
of labor spared the person receiving the service, and this is the law of values. ...
value is determined less by the effort expended by the person serving than by the

effort spared the person served. P. 111

Progressive interventionism, p. 86.
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