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ALEKSYEYENKO
Mykhaylo Martynovych

(1848-1917)

in taxation and financial law from the second part of the 19" and the
beginning of the 20" century.

M. Aleksyeyenko was born in 1848 in one of the largest industrial centre
of Ukraine, Katerynoslav (now — Dnipropetrovsk) in the merchant family of
average income. When he was 16 he finished gymnasium with a gold medal
and entered the Faculty of Law of Kharkiv Imperial University. After
successfully graduating the university (in 1869) he continued scientific
investigations in the theory of taxes which he started as a student.

Aleksyeyenko’s pedagogical and scientific life was associated with
Kharkiv University for a long time. In 1870, his work “Views on the
Development of the Theory on Taxes by Economists Adam Smith, Jean-
Baptiste Sey, David Ricardo, Jean Sismondi and John Stuart Mill” was
published at the University. It is considered to be the first scientific work in
Ukraine where the views of the representatives of the Western financial
thought were given. Having defended his thesis, Mykhaylo Aleksyeyenko
worked as a freelance-university lecturer, i. e. privatdozent, at the University,
at the Department of Financial Law. In 1872, he defended his master’s thesis
“Essay on the Growth of Public Debt in England and France” at Kharkiv
University, and in 1873, he was appointed as a full-time Assistant Professor
at the same department.

For a better understanding of the problems of taxation, in 1874, he was
sent abroad at the expense of the University. While being in Germany,
Austria and France, he thoroughly studied the methods of teaching in
Western universities. M. Aleksyeyenko paid special attention to financial
phenomena and their analysis by Western financial scientists. By the
material collected after his return, in 1879, he defended his doctoral thesis
“Active Legislation on Direct Taxes”, which was praised by the official
opponent during thesis defense Professor K. Hattenberger. By the unanimous
decision of the Academic Board of the University, at the same year,

n iekByeyenko Mykhaylo Martynovych is a famous Ukrainian specialist
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M. Aleksyeyenko was elected as a Professor of the Department of the Financial Law.
From 1886 till 1891 he worked as the Dean of the Faculty of Law, from 1890 till 1899
he was the Rector of Kharkiv University. From 1901 till 1905 Mykhaylo Aleksyeyenko
was the guardian of Kharkiv Education district. Since 1907, he was the Deputy and the
Head of Budget Committee of the Russian State Duma. The Aleksyeyenko prize was
founded in Kharkiv University in 1900.

Mykhaylo Aleksyeyenko wrote a number of works in finance and credit, including
the theory of taxation and public debt of the financial sector. The complex process of
changing financial institutions under the influence of market transformation of society
in the late 19th century and in the early 20th century was depicted in his scientific
research. The transformed national finance system, based on state revenues that were
in the form of taxes and government loans, needed the introduction of a new and
previously existing tax reform. Therefore, M. Aleksyeyenko paid attention to social
reforms and economic restructuring, including the science about finance. The scientist
was deeply convinced of the feasibility of reform and doctrines that provided a
complete satisfaction of the needs based on improving productivity and reducing costs.
Taking into account experience of foreign countries where he studied the process of
reforms, M. Aleksyeyenko grounded his theoretical position by the idea of statehood
which he considered to be the basis of public life.

Staying in Germany, the scholar had a possibility to study deeply the scientific
developments made by the representatives of German historical school. Their ideas
influenced the scientific views of the scientist. Meanwhile, humanistic traditions
peculiar to the Ukrainian economic thought, particularly financial, defined social
priorities of nature and a state in M. Aleksyeyenko’s interpretation. In his opinion, each
function of the state should have an ethnic base and can be understandable in such way.
Therefore, the Ukrainian scholar saw the general purpose of the state in the conditions
creation for an infinite progress in promoting the happiness of a human being,
providing opportunities and means for personal, economic and social development.

However, the scientist warned that the state mechanism as a strong force may have
the opposite effect if it is directed in the wrong way when a human being is considered
to be a means rather than an aim. Due to this approach, the state as the highest
expression of the civilization development, even using the idea of general welfare, can
destroy the most valuable thing in the social development of the civilization that is “the
independence of the subjects”. Therefore, the scientist supported the idea developed by
the classic scholars promoting the “natural” development of society, and he raised the
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question of “the limits of the state activity”, claiming that, among various fragile
political interpretations of this issue, only the economic approach that determines the
need for the state and its measures as an economic feasibility, provides a solid
foundation for solving some complicated issues.

The scientist suggested that in terms of the general development of civilization, the
state, and its activities are to be considered as a separate industry that produces specific
public goods and, therefore, shall be the subject to the general law of the market
economy — minimizing costs by maximizing the benefit. To implement this law, an
essential condition for the society development should be a space of the personal
interest efficiency as broad as possible to ensure the principle of the individual
freedom. Emphasizing that a business economic system should be based on the reliable
historical facts and that social life is of historical nature, M. Aleksyeyenko pointed to
the priority of individual households the development as to the changes in national
goals. Determined by the state economic system, these goals must meet the ideals of
freedom, human dignity as the needs of individual households determine the functions
of the state, and it is not vice versa (the state must not adjust economic processes). This
idea is especially significant for the economic system in transition in which the
measures taken by the government and all financial and economic mechanism must
readjust by the changing needs of the economic system in the market environment, and
the entities which are its primary elements. In the Russian Empire (which Ukraine was
also a part of), burdened by the bureaucratic and government-owned managerial
apparatus and feudal remnants, the adoption of the market principles of state activity
took place slowly.

Assigning great priority to the role of the state in civilized society, M.
Aleksyeyenko defined the position of the science about state activity. Since state
economy is only one of the forms of the national economy, this science has to be in
close contact with the general science of economics — political economy, applying its
main principles. If we study the science of government activity in terms of the key
regulators of the economy in the market environment, i. e. supply and demand, based
on this, it can be divided into management and finance. The former includes the
manufacturing process of various public goods conducted by the state while the latter
incorporates the payment for social benefits provided by the state. The most important
sources of public finances formation are taxes, duties, public credit while they are also
important tools in adjusting market economy.

Considering the special nature of the services offered by such an important
institution of social development as a state, M. Aleksyeyenko noted that they acquire
the commodity form, as in market economy all goods
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have their own price established by the ratio of public supply and demand. However,
in contrast to the goods created in the real economy, the price of which is determined
by the market, public services “pricing” has its own peculiarities: instead of demand,
the government sets certain tasks of social development, which should reflect the real
social needs of the population, the most important goals of the social development;
instead of rivalry between manufacturers and consumer income, the expenditure limit
is taxes.

Having been introduced, taxes caused dissatisfaction among people who were
required to pay them. In the development of civilizations, taxes were modified turning
from a set of interim payments associated with specific needs into a permanent system
of taxes and fees. The scientist considered the taxes in terms of a close relationship
between economic and political phenomena. On the one hand, taxes are one of the
elements of social redistribution, a constituent of the public good price (the analysis of
which gave the start to the actual economics). On the other hand, establishment,
distribution (obtaining from some people and rewarding others who need the protection
of the state), withdrawing and using the taxes is one of the most important functions of
the state in the civilization taxation process. Despite the important role of taxes in the
society (and the development of civilization processes), taxation theory and financial
science were at their infancy condition, as the scholar said. The weakness of financial
science was displayed by a set of unresolved issues concerning the effective
functioning of the main structural elements of taxes construction that had a significant
theoretical value and, most importantly, a practical urgency. With the development of
the trade turnover and economy, the taxation system was being improved, and taxes
were becoming increasingly important in the financial sector.

In the end of the 19" century, the taxes became the main source of the national
income. M. Aleksyeyenko refused the classical traditional approach in considering a
state as an unproductive phenomenon in a market economy, resolving fiscal problems
without considering their consequences, and objecting state economy to the national
one. He was one of the first scholars in the Ukrainian financial science who proved the
necessity of revising the political-economic foundations of financial science, in
particular, he set the task of developing the taxation theory as a basis of financial
policy. A new theory was to show the ways to overcome the inconsistencies in state
structure, particularly contradictions in the tax system, the level of economic
development and the state of monetary circulation. His study of the essence and nature
of the tax was the basis for the development of the principles and specific forms of the
new system of taxation.
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Regarding taxes as material resources for implementing the state functions, M.
Aleksyeyenko considered them as payment for the state services. The value of these
compulsory payments, he explained, by the common costs of state governance,
supporting economic and other activities. Without these material resources, the state
can’t fully perform its functions in a civilized society, so M. Aleksyeyenko supported
the view of the French economist and sociologist P. Prudon that the issue of taxes was
the matter of the state. The taxation principles, suggested by the scholar, meet the social
requirements of state activity: if the aim of state activity is human welfare and
satisfaction of human needs then the taxation should be (1) common [all citizens of a
country are equal and should pay taxes]; (2) unburden some; (3) maximally close to
everyone’s share in the consumption of public goods provided by the state and to which
production the taxes had been designed. This approach is somewhat intertwined with
the generally accepted rules of the collection of taxes by Adam Smith. However, the
scientist argued that in practice the system of taxation, like hundreds of years ago, was
far from the implementation of those principles because the burden of taxes fell on the
most vulnerable sections of the society, and benefits from state received the least
burdened population.

The increase in government spending on the militarization of the economy in the
late nineteenth century led to the use of new techniques for collecting of funds from
the population, and it increased the pressure of the prepared fiscal apparatus or some
of its elements. The principle of general taxation had been the subject of debate for a
long time, and it caused resistance, especially with regard to the law on taxes for the
improvement of the legal construction of tax.

No less important for the scientist was the issue of fairness in taxation. According
to M. Aleksyeyenko, different ways of providing funds to the state, i. e. different taxes
and tax principles that defined the tax system determined the condition, structure, and
society type. In a civilized society, while taxation system forming, its citizens
regardless of the social status of the citizens, aspire to justice, for which providing state
institutions and tax legislation are aimed. However, M. Aleksyeyenko argued that
justice, like all moral, is a relative term and depends on the place, time and culture of
the people; its understanding varies depending on the social structure of a civilized
society, the dominant attitudes, and awareness of the needs of the economy and the
state.

The idea of a common tax obligation could not have support in the society,
characterized by the isolation of social groups that were under taxation. This idea,
according to M. Aleksyeyenko, was offensive to a significant part of the privileged
class as an attempt to equalize the higher
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and the lower classes, and it was contrary to the fundamentals of social life. But in a
civilized society where the fundamental principle was equality before the law, the
court, service and taxation, the general nature of tax collection was a common and
natural thing. Thus, the transition to general taxation in Ukraine and Russia actually
meant the assertion of civil society, its institutions and changes in social consciousness
and morality that were fixed in the economic institutions and law.

Public consciousness is a measure of the effectiveness of public institutions, its
overall ideology. As M. Aleksyeyenko said, acknowledging the idea of equality as a
generally humanistic slogan, people are not always willing to follow it, to accept and
adopt the system of social life which corresponds to the practical implementation of
this idea. Therefore, the introduction of the principle of general taxation demanded not
only theoretical arguments but also the creation of formal and informal institutional
environments and public control over observance of the established institutional
principles of public relations legislation and public control over its compliance. M.
Aleksyeyenko’s work “Existing legislation on direct taxes” (1879) was devoted to
those issues, and it received recognition in Western Europe for Professor H. Schanz’s
detailed description in “Finanzarchiv” (1884).

M. Aleksyeyenko continued scientific analysis of Russian taxation system in his
work “Income Tax and the Conditions of Its Usage” (1885). The critical analysis of
some existing direct taxes in transition Ukrainian society showed their separation,
isolation, and lack of system. According to the scientist, given the significant tax
burden, influenced especially the peasantry, the state should not reinforce fiscal
pressure but vice versa, in order to improve people’s well-being and to strengthen the
economy the state should reduce the burden. Taxation system should be agreed with
incomes.

With the establishment of financial science and its constituents, Aleksyeyenko’s
works had a significant contribution to the development of the taxation theory. The
scholar identified, the main issue of the taxation theory was the feasibility to pay taxes.
The latter, according to the experience of civil society and the rights in laws, existed
due to the getting some income by economic agents that ensured their paying capacity.
While the scientist developing the concept of taxation, there was ambiguity in the
interpretation of tax facilities and tax sources. The idea of the development of the
paying capacity (solvency), based on the taxpayer’s accountproperty, was associated
with the sources of taxes.

The writings of that time reflected the controversy, which was carried out between
the representatives of Physiocrat’s School (supporters of the single
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land tax) and the ones of Industrial Political School (its supporters believed that the tax
was proportional to the capacity of solvency). Solvency had a dual interpretation: it
was determined either by property or by income. There was no identical approach to
the term “income”: should gross income or net income be taxed? There were two
systems of direct taxes: the first one was tax sources, i. e. property, enterprises and
occupations, and the second system was the collection of taxes from people’s income
received regardless of the source. The scientist defended the benefits of income
taxation (although in the middle of the 19th century net income was known to be the
only suitable and convenient tax object) and determined the general tendency of
taxation systems: in the historical development, taxes were gradually changed from
head-money (in person am land tax) and per capita income equal to the proportional,
and later — to progressive ones.

At the time of writing by M. Aleksyeyenko his works on the theory of taxes, the
scientific doctrine did not distinguish the terms as “tax source”, i. e. that part of tangible
assets (in particular, property) through which the tax obligation was performed, and
“tax object” as a legal basis for any additional obligations.

To prove the appropriateness of taxes to incomes of certain people, M.
Aleksyeyenko emphasized the role of social organizations and social conditions
provided and supported by the state, in the person disclosing and realization of his own
creative potential. Everyone’s abilities, as an important public domain, are formed and
developed in the civilized society partly due to the direct impact of its educational and
training institutions, and partly — under the influence of a social atmosphere, based on
customs and traditions. In addition, the society pays for making these abilities through
the social mechanism of distribution of national income. Thus, a person with his/her
abilities, certain economic and social status, income as the most vivid expression of
economic conditions is the product of social organization, supported and protected by
the state. That is why taxes as a means of providing state funds for the functioning and
strengthening of the existing social organization must meet income. This study of
income taxation, the scholar quoted in his academic speech, “Income Tax and
Conditions of its Usage” delivered in 1885 at Kharkiv University.

In the above-mentioned work M. Aleksyeyenko interpreted in a new way the
principle of general taxation, taking into account the impact of economic and social
conditions to develop techniques of taxation and its tangible content if under the
conditions of feudalism this principle was understood as requiring the abolition of the
society division into classes, taxable and privileged, in the second half of the nineteenth
century it was not interpreted so literally.
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By the changes of the civilized society in the understanding social development
issues, M. Aleksyeyenko defended the need for the exemption of least income, which
provided minimum means of subsistence. When income is limited to the minimum, the
scientist stressed, there is no possibility to pay the tax because (even as it needed the
state, the maintenance of which are taxes) to meet urgent human needs in a civilized
society still has to be a priority.

Further development of the science of finance and realities of the economic
practice in highly organized society with market economy confirmed the correctness
of the principle of exemption of the subsistence minimum, which was reflected in the
legislation today. Especially important was the observance of the inviolability of the
part of income that was to meet the basic subsistence needs of taxpayers in the case of
low income.

In theory, equality, apart from the general character, turns out to be in uniformity
of taxation. Considering the social consequences of this equation, M. Aleksyeyenko
emphasized the meaning of “socio-moral sense” during the choice between
proportional and progressive tax. If we take the arithmetical proportion, then, despite
all its strengths, as noted by M. Aleksyeyenko, it did not meet the “most civil sense”,
i. e. social requirements of a civilized society. So, the understanding of the need of
progressive taxation, except minimum means of subsistence was derived from this. Its
essence lies in the fact that the larger the amount of income, the more it is used at
random, therefore, solvency is growing faster than revenue increases.

In the civilized society, the use of the progressive tax scale is the only consistent
embodiment of the principle of harmonization with the amount of taxpayer capacity.
The degree of progression depends on the public understanding of tax fairness, that is,
as the scholar noted of compromise between the wealthy and the poor.

In his writings devoted to taxation, M. Aleksyeyenko identified new opportunities
for progressive taxation, which, in addition to treasury needs was a strong argument in
its favor: progressive taxation in a civilized society can be used as a “social medicine”
in the case of social inequality. Of course, the useful effect of the introduction of any
tax depends on the direction of socially useful public spending. The Ukrainian
economist argued that the unfavorable economic consequences of tax collection could
be mitigated, be balanced and even outweigh the positive results of government
spending.

Comprehensively analyzing the problems of taxation, the scientistfinancier turned
to another socially important problem that had not been solved in Ukraine: the
distribution fees for public services among the members of society. Having investigated
the mechanism of taxation, he found out that a taxpayer and a tax carrier was not always
the same person.
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Such important social institution, as a state was trying to identify individual income,
said the scientist, and accordingly to impose its tax. The amount of taxes, established
by the state needs, was decomposed into objects of taxation; it was the legal distribution
of taxes. But for every taxpayer, a tax was a burden which he wanted to get rid of. The
implementation of this common desire -to be free from tax, spreading it on the
shoulders of other participants of economic relations was known as shifting of taxes.
Its result was the valid distribution of the tax burden between individual members of
the society — tax carriers. Thus, M. Aleksyeyenko distinguished between three
concepts: collection, distribution and shifting taxes.

In a civilized society, the only way to shift the weight of tax to another person is to
include it in the price of the product. That question, the scientist considered was
concerned to production costs and their impact on pricing, and the doctrine of shifting
the tax appears derived from the theory of value. However, at that time in economics
there were different views on the concept of value, and therefore, shifting the problem
could not be solved for the lack of a theoretical framework. M. Aleksyeyenko offered
not to limit the research by shifting exchange, and to apply to the production,
considering the balance of forces involved in its organization. The welfare goods are
created in the production, which are the basis for income generation. In this case, the
initial in the study of shifting, the scientist asserted should be an analysis of the actual
form of production that determined the distribution of national income between
different classes, and thus their capacity to actual taxes. The distribution of income is
derived from one or the mode of production. In the exchange economy, the factor of
the division is value, revenues are its elements. Thus, in the determination of the final
tax payment, the main role is played by conditions of setting of wages, interest, profits,
as only of them can be withdrawn tax. Therefore, shifting taxes in a civilized society
really means no change in the tax but redistribution of national income.

In the real economy to solve the question about the shifting taxes, M. Aleksyeyenko
suggested, to consider the distribution system and the impact of the tax on economic
relations. The research, in his opinion, should be started from the entrepreneur as the
center of economic activity.

Whether the enterprise is the subject to tax (land, industrial tax) or directly
manufactured goods, it is the entrepreneur who is the first that undergoes tax pressure.

Of course, to maintain the profits, he tries to throw a tax on all his suppliers
(materials, means of labour, labourforce, land), cutting payment for production
elements (shifting from the buyer to the seller). Then the entrepreneur tries to
compensate for his losses related to taxation by the
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increasing the prices of products, i. e. to shift part of the tax on consumers — those
capitalists and workers (shifting from the seller to the buyer). Thus, there are two ways
of reducing the share of entrepreneurs in the payment of taxes through their shifting.
But the action of economic mechanism does not stop there: price changes caused by
shifting the tax cause the reaction of supply and demand of goods. Higher prices for
products causes a decrease in demand, and to keep the price from falling, one should
reduce supply. Thus, the entrepreneur must consider what is more profitable for him:
to shift tax and reduce the volume of production and sale or to bear the burden of
taxation, while holding a significant level of supply of goods? Theoretically, M.
Aleksyeyenko actually analyzed the functional dependence between tax, price and the
volume of production. Such approach was innovative and close to the mathematical
theory of shifting, suggested by marginal direction of political economy.

In his writings, M. Aleksyeyenko analyzed another way to preserve the integrity of
profit — the struggle for prices with the suppliers of production elements. In this case,
employers are trying to reduce their costs by suppliers of labor — workers. The
increased productivity through technical innovation, the rational organization of
production, etc. can ensure sustainability of wages without reducing of entrepreneurs’
income or at least to have the same amount of vital resources while reducing the share
in the gross income of the enterprise. Thus, the increased competition caused by tax
reduces wages to a minimum. This, in turn, reduces productivity and quality of work,
employee interest, and most importantly -eliminates all production prospects, as it
reduces the demand for consumer goods, and restricts the market. The tax becomes an
over all burden and a real catalyst for social tension in society.

Because of a critical analysis of the concept of tax shifting M. Aleksyeyenko
revealed its shortcomings and showed the benefits of proportional income tax as such
that does not violate the equilibrium distribution of elements governed by the laws of
the market. In the real economy, the introduction and use of indirect taxation were
explained by the complexity of the organizational and legal support of tax collection.
From this point of view, consumption taxes have the advantage that the consumer
identifies tax on the price of the goods and can not evade its payment, besides it is quite
easy to decide on the number and time of withdrawal of the tax. But on the other hand,
the benefits are not compensated for the treasury of indirect taxation shortcomings in
terms of consumer and the general economy. The Ukrainian scholar this type of tax in
all aspects contradicts the so-called fourth the rule of Adam Smith (the tax should be
determined on an equitable basis), because these taxes are subtracted from the
population much more money than bring them to the treasury, and raise the price of
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goods, reducing their consumption and therefore, their manufacturing. As the result,
tax shifting is a burden for the national economy and it causes reduction of production.

Summing up his position, M. Aleksyeyenko pointed out that along with economic
motives the state was governed by various political, military in particular, i. e. not
economic interests, and thus the tax “victims” even in a civilized society could remain
without the equivalent, without compensation. The study about a state economy stated
the opposite, and often antagonism of state and business interests.

M. Aleksyeyenko like the representatives of German Historical School (Lorenz
Stein, Albert Shaffle) recognized economic functions of the government, the
fulfillment of which required taxes; he followed economic views on the state and
rejected the interpretation of public services as unproductive and taxes — as a clear
loss for society.

However, he emphasized that the economic analysis of services provided by the
state was new, so the question of how they neutralized the effect of taxes was
unexplained.

In terms of transformational changes the nature and purpose of financial reforms,
caused by the abolition of serfdom, M. Aleksyeyenko defined, as a more uniform
distribution of the tax burden and the elimination of artificial complications for
taxpayers. To have sufficient income to ensure state needs, the scientist argued, one
should create the conditions for economic development, remove barriers that hinder
the real production. Indeed, the growth performance of the national economy leads to
the increased state revenues, and these revenues allow the state to carry out the
expenses that will return a hundredfold to the national economy. The state as a major
institution of a civilized society should establish the general conditions of the
prosperity of individual economies, claimed the scientist. Each of its consumption,
requiring certain victims from the lieges, must be subordinated to this goal and thus
enhance the productivity of individual households, which provide tax revenues to
increase the so-called solvency.

M. Aleksyeyenko was one of the first Ukrainian financiers proposed interpretation
of the nature and essence of tax based on the idea of the state as an institution to meet
social needs and personal development. During the search of the economic and legal
tax structures, the scholar launched in the theory of taxation shift the transformation
from the certain taxes to the integrated, cost effective and legally balanced tax system.
Following the traditions of Ukrainian economic culture that has developed under the
influence of the classical school, he subordinated the principles of taxation to Adam
Smith’s principles of justice and economic expediency.
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The inconsistency in practice exploitation of the weaker by the stronger, which was
of a general nature and was enshrined in the system of financial relations in Ukraine,
not only by ethical but also by economic principles of public life, was reflected in the
concept of shifting taxes by M. Aleksyeyenko. Its main idea was that paid taxes, to
which they are shifted. This applied not only to counterparties exchange, but also social
classes, the population of some regions and others.

The systematized and described in the basic works the concept state income and
tax, developed by M. Aleksyeyenko, his ideas on the principles of building a fair and
efficient tax system, the representation of tax economic nature and legal mechanism
for its implementation, the theory of shifting taxes made a significant contribution to
the formation and development of the theory of finance, financial law and other
branches of the science of finance.

Theoretical principles grounded by M. Aleksyeyenko, are the inseparable part of
the modern theory of taxation, financial law, budget theory, as evidenced by numerous
references to his work in the academic and scientific literature.

The main works of the scientist: “Views on the Development of the Theory on
Taxes by Economists Adam Smith, Jean-Baptiste Sey, David Ricardo, Jean Sismondi
and John Stuart Mill” (Kharkiv, 1870); “Organization of National Economy” (Kharkiv,
1870); “General Theory of Laws Shifting” (Kharkiv, 1870); “National Credit. Sketch
on Rise of Public Debt in England and France” (Kharkiv, 1872); “Actual Legislation
about Direct Taxes” (Petersburg, 1879); “Theory and Practice of Industrial Taxation”
(Petersburg, 1879); “Income Tax and Conditions of Tax Levy” (Kharkiv, 1885);
“About Income Tax” (Petersburg, 1879) and others.



ANTONOVYCH
Afinogen Yakovych

(1848-1917)

ntonovych Afinogen Yakovych is a well-known Ukrainian economist v in the
history of finance science, famous for his bright ideas concerning the system of paper
money circulation. He could be considered a pioneer of the advanced monetary theory
which had been developing under the conditions of monetary and credit relations and
the search of effective regulation mechanisms for monetary circulation in the economic
sector of the capitalist economy.

He was born in VVolyn province in a family of a priest. Having finished the courses
of the Kyiv theological seminary in 1869, he entered the Faculty of Law at the Kyiv
University. Having graduated from the University in 1873, A. Antonovych became a
follower of the best traditions of liberal economic thought, formed by the founders of
the Kyiv Political Economic School I. Vernadskyy and M. Bunge. From 1873 to 1879
he was working as Associate Professor at the Department of Political Economy,
Statistics and Jurisprudence at the Novooleksandrivsk Institute of Agriculture and
Forestry. Alongside he continued his scientific activity. He defended his Master’s
thesis “The Theory of Value: Critical and Economic Investigation” in Warsaw in 1877.
Since that time, he could be considered as an experienced scientist. His thesis was
highly estimated and published in 1877. The scientist admitted in his work that the most
fundamental issue in political economy was the issue of value since it had been
connected with the solution of almost all the other problems of the science. His views
were based on the scientific achievements of his countrymen, in particular, such well-
known economists as T. Stepanov, |. Vemadskyi, M. Zieber, L. Bilinskyi. He
emphasized the importance of this and considered that an independent political and
economic literature was developing under the influence of great reforms.

Teaching and a great scope of research problems of political economy issues
promoted to the development of the exact scientific system for defining of many issues
of political economy which had been generalized and published in some editions. After
publication of his fundamental
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generalizing work “Principles of Political Economy” in 1879, A. Antonovych was
appointed as Professor. In 1880 the scientist was appointed as a member of the Board
of the Novooleksandrivsk Institute and the Head of the Institute’s estates. He continued
to investigate the issue of value and transferred it into the theory of paper money
circulation which became the basis of his further investigation.

Since 1882 A. Antonovych began to work at the Kyiv University as an Associate
Professor at the Department of Police Law, and then, after the defense of his Doctoral
thesis “The theory of paper money circulation and public credit bills” in 1883, he
worked as Professor of the Department of Political Economy and Statistics. Lectures
delivered by A. Antonovych at the University of St. VVladimir, became the basis for the
publication of “The Course of Political Economy” in 1886. From 1883 till 1884 he was
editing a journal “Kievlyanin”. Since 1887 he issued a moderate conservative
newspaper “The Kyiv Word”.

A. Antonovych combined theoretical studies and practice. From 1893 till 1895 he
was working as “a comrade” (in modern terminology comrade would be equivalent to
the first Deputy) of the Minister of Finance of the Russian Empire S. V. Witte. A.
Antonovych participated in the development of monetary reform, later he became a
member of the Board of the Ministry of National Education.

Investigating one of the most comprehensive theories in political economy — the
theory of money and monetary circulation, A. Antonovych started to develop the
advanced monetary theory meeting the highest requirements of the capitalist economy
modernization and the development of monetary and credit relations. He substantiated
the economic role of money as a means of the society productive forces increasing,
offered the methods of stabilization and regulation forms of paper money circulation.

As for the theory of money and monetary circulation the scientist supported the
concept of three sectors of the national economy (production, distribution,
consumption) and his own theory of value, according to which the value was considered
to have different significance in terms of production, distribution and consumption. In
the scientist’s opinion, fluctuations in the ratio between demand and supply of money
depend not only on the general state of productivity, but also on the purpose of investing
(in manufacture, service sector or only in consumption). The latter causes one-way
stimulation of production leading to the crisis. Money invested in productive
organization stimulates the growth of supply of goods resulting in overproduction.

His conclusion about money and production relations can explain issuing of paper
money for the purpose of increasing production of goods and
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services. M. Friedman’s “golden” money rule was based on this conclusion. It was a
challenge to the followers of the commodity concept of money origin which was not
relevant to that period of time. Paper money was issued and coins were replaced in
money circulation. It should be noted that A. Antonovych’s investigation of monetary
circulation was carried out before the publishing of O. Myklashevskyi’s monograph
“Money” (1895) and M. Tugan-Baranovskyi’s work “Paper Money and Metal” (1919).
In general despite different authors’ approaches, the stated above investigations of our
national scientists was an important stage in the development of monetary theory in the
history of Ukrainian financial thought that contributed greatly not only into the national
but also into the world science and practice of monetary circulation.

A. Antonovych was against foreign intervention into the economy, he thought that
Russia and Ukraine was a colonial market for advanced Western European countries.
In his textbook in Political Economy he argued in favour of self-reliance, warned
against foreign capital to be extremely harmful, because it did not support the national
industry in general, but promoted the development of profitable branches for foreign
capital. As for the issue of distribution, he shared the views of the founders of
“economic harmony” concept (Ch. Cary, F. Bastia). A. Antonovych considered that
economic development promoted the harmony of all the productive forces and
eventually all social strata. He was not only a prominent follower of the best traditions
of the original economic thought developed in the Kyiv University, but he had a lot of
bright ideas concerning the theory of money and money circulation.

After publishing his first work “The theory of value: critical and economic study”
(1877), A. Antonovych could be considered a profound and consistent researcher. It
could be seen in the presentation of his new ideas on the value in his publications for
general public use. Thus, in “Principles of Political Economy” (1879) the Ukrainian
economist substantiated clearly his point of view on the commodity origin and nature
of money, highlighted the market expenditure approach to value, made comprehensive
analysis (production, distribution, exchange, consumption) of the role and importance
of money in public sector. Analyzing the evolution of monetary circulation, the
scientist drew a conclusion that money, in a certain sense, was a social tool of
production, a factor of the mankind progress.

Critically interpreting the heritage of his predecessors, the scientist argued against
the commodity concept of the money origin under the new economic conditions.
Formerly in economics, the concept of money was studied in connection with
distribution and consumption. A. Antonovych considered that production theory could
explain the nature and regularities of
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money circulation but could not correspond to a new phenomenon of that time — the
appearance of paper money and replacement of the coins in money circulation. In his
Doctoral thesis, he emphasized that money was of great importance in production. The
value or “dignity” of the currency was determined by the quality of its circulation. The
scientist’s critical approach to generally accepted postulates promoted to the
development of a new original concept of credit paper circulation. Due to this concept,
all existing theories of the representatives of classical school were critically reviewed
and new approaches to the solution of practical problems of the monetary economy
were offered.

Unlike his predecessors and contemporaries, the scientist analyzed money not only
from the point of view of consumption but also in terms of production. This approach
provided the opportunity to overcome the traditional point of view of classical school
and representatives of the money quantity theory, according to which the value of
money depended only on its quantity. Following the concept of three sectors in the
national economy and his own theory of value, A. Antonovych considered society to
be the association where money did not only facilitate the exchange but also increased
productivity. Money used for the productive purpose might influence the increase of
production of goods and services. Therefore, the Ukrainian economist considered that
money circulated not only as a mediator but had to be referred to the productive forces
of society.

The issue of money value is one of the most important in A. Antonovych’s theory
of paper money. The scientist admitted that combination of usability (value in use in
the modern political economy) and value of a coin had to be considered the cornerstone
of the entire scientific system of “exchange mediator” in general, no matter what kind
of material was used for its creation. The fundamental principle of creating the value
of commaodity money is the costs of production. Under the conditions of the use of
paper money, its value is regulated by the market and depends on the ratio between its
availability in the market and the aim of buying other goods and its quantity which can
be considered as a demand for money. Money is the power that connects the production
factors. Thus, the scientist drew a conclusion that the value of money was of less
importance than its ability to serve as an exchange mediator, though money did not
satisfy any human needs, its role was only subordinate, its form was secondary in
relation to the production and exchange, and its quantity was defined by certain
objective regularities of production and circulation.

A great amount of economists and researchers of A. Antonovych’s scientific
activity refused to consider paper money as the economic phenomenon. When they did
it, they made certain remarks.
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Having investigated the history of the use of so-called fictitious money which value
differed from its own value (copper coins, state banknotes), the scientist argued against
the quantity theory of D. Ricardo for paper money circulation. The Ukrainian
economist saw the major weakness of the representatives of the quantity theory in the
misunderstanding of the role of the essence of the supply and demand mechanism in
the economic theory. Actually, D. Ricardo called the theory of supply and demand as
“a source of many mistakes”. His enormous prestige among the economists of the later
period influenced the transferring of these mistakes into the further researches. The
representatives of the Cambridge School made a thorough analysis of the peculiarities
of commodity- money circulation, the exchange value of which was equal to the costs
of production. A. Antonovych started to write about it much earlier. Discovering of the
disadvantages of D. Ricardo’s monetary theory greatly influenced the development of
A. Antonovych’s scientific views on money. Considering the concept of real and
market value, the scientist proved that real value of money was regulated by production
costs, market fluctuations depending on the actual relationship between the market
money supply aiming at buying other goods, and the number of goods indicating to the
demand for money. At the same time, money supply can be considered not only as its
real quantity but also as a speed of its circulation. The scientist emphasized that a speed
of money circulation had the same value as its real quantity. It was an important stage
in creating of the monetary theory system which was developed in the 18" century and
revolutionized in the late 19" century by introducing the principle of marginal utility
and conducting the analysis of factors influencing the speed of money circulation.

Later in his work “The Course of Political Economy” (1886), A. Antonovych
revealed the dependence between the money quantity increase and the available
quantity of goods introducing the concept of “economic quantity of money”,
“productivity of a country” and “demand for money”. The value of an exchange
mediator in each country depends on the demand for circulation means. Thus, a change
of the money quantity in circulation is the cause, but not the result of the value change.
This demand is primarily determined by the productivity of the country, therefore the
value of money is the result of its productive activity.

The Ukrainian economist introduced a new concept “demand for money” into the
science of Economics. This conceptual innovation defined the limitations of the
guantity theory as a universal model attributed to the Cambridge school of Political
Economy, but it could be read in the works of A. Antonovych which had been written
much earlier. The scientist added an important specification to the quantity theory: the
price of commodity was
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defined not only by the quantity of money but also by interdependence between the
demand for money and the amount of money in circulation.

An innovative approach of A. Antonovych to the interpretation of the quantity
theory of money allowed him to determine the value of money more thoroughly. In his
opinion, it was created by people and was nothing more than the demonstration of their
work. The value of the currency depended on the population’s economic activity. If the
values of goods and money were inversely related, the traditional entrepreneurship and
value of money were directly related. The law of supply and demand, where the demand
for money is considered to be a number of goods and services, shows the established
money value dependence on its quantity Thus, the Ukrainian scientist was the first in
the world financial science that arrived at a conclusion that money value could change
quite apart from the changing of money quantity in circulation. This conclusion was of
great importance for the development of monetary theory.

A. Antonovych thoroughly investigated the issue of the social value of money. He
belonged to the Ukrainian scientists that pioneered the research of this problem. He
shared the views of Adam Smith, that money itself did not have any productive value.
Though, unlike A. Smith who considered that money circulated only as a mediator in
barter transactions and could not have any other usability, A. Antonovych carried out
more thorough analysis, considering different spheres of the use of money. Firstly,
money as the purchasing power increased demand. This provision had been
considerably substantiated by the scientist. Secondly, money as a productive force
increased production of goods and services. Additional money had to be directed into
the production or only into the servicing of consumption. When there was a great
amount of coins in circulation, the conditions of the development of exchange
mediators were improved and a scope of productive labor increased.

The scientist realized that positive money value did not depend on money itself but
on its productive use. Thus, the researcher paid special attention to labor power and
economic activity of population. When the production is based on the use of hired labor,
money is a means of a purposeful combination of production factors and this can not
be done by the physical property. A. Antonovych admitted that revitalization of the
economy required the power of money for bringing people together. Money being a
means of creating free associations of people promoted the effective use of
disconnected factors of production, and hence to the revival of production of goods and
services and productivity growth.

Money is an important factor attracting resources into production in countries
which are rich in natural resources. The rapid increase of income as
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a result of additional money quantity expenditures increases rapidly the total amount
of physical property which better meets the public demand for goods and services.

A. Antonovych tried to modify the theory of money as an important integral part
of the theory of production before the publishing of the famous works of Swedish
researcher K. Wicksell. The monetary analysis of the economic process in general
expanded the views of A. Antonovych on the money functions. According to A.
Antonovych, money is a measure of value, an exchange mediator and a means of
savings.

According to the concept of the Ukrainian scientist, money in production is
considered as a means combining the productive forces and withdrawing the capital
out of the unsustainable state into vivid and active one. It was one of the first stages in
creating a dynamic model of the monetary economy. In distribution money is
considered as a measure of value, a means of circulation and savings. At the same time,
the function of money as a means of savings contradicts to its objective in production.
The overcoming of these contradictions requires for the necessity of the loan. The same
contradictions are observed between the objective of the money in production and the
main consumption function.

Having analyzed the value of money, the scientist revealed the contradictions
inherent in money circulation such as: between the use of precious metal as consumer
goods and its use as money material; between inner money value and its market value;
between the use of money for consumer expenditures and its productive use; between
money as a means of exchange value and a means of labor social division
strengthening; between the private interests to accumulate values and social interests
to attract money into the exchanging and development of production; between the
guantity of money in circulation and its quality of circulation. A. Antonovych said that
the development of these contradictions under the new conditions of economic
development caused the necessity of using loans and paper money. Actually, his theory
of money became an important achievement of the Ukrainian financial thought and it
was emphasized in the late 19" century. The scientist considered money within a
system of general theory instead of examining it separately before being included into
the system.

A. Antonovych paid great attention to the research of paper money. The analysis
of the money signs with their inner value became the theoretical basis for clarifying
the essence and value of money substitutes in circulation. Paper money, special
economic means of payment and credit bills were referred to substitutes by A.
Antonovych. He considered paper money as “things used as exchange mediators, but
they did not have any value
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themselves”. The scientist assessed paper money value due to his theory of commodity
money value. According to his opinion, the value of money was determined by its
social usability to be an exchange mediator and quality of circulation. He said that “the
value of money signs is determined by the national economy, as well as the value of
metal coins”. Thus, the contradictory nature of paper money could be observed in its
influence on the economy of its issuing, especially additional one.

Analyzing the influence of money increase in circulation, A. Antonovych said that
emission of money compensated additional expenditures of the government usually
unproductive ones (e. g. social programs) and it was not based on commodity supply;
it exceeded the demand in money market supported by the produced goods. If paper
money was issued and directed by the government mainly for consumption and these
issues were supported by institutional conditions, unfavorable for the development of
productive and business activity, in this case, it paralyzed economic development and
caused a crisis in the economy. Money as purchasing power is directed with certain
intent only to buying things that could meet human needs; it causes inflation (the
increase of prices) because of the discrepancy of demand and supply. Expansion of the
real production caused by unsatisfied demand naturally will be accompanied by the
increase of production expenditures.

Therefore, prices due to the imbalance in money and real production market can
increase more rapidly than the quantity of money will grow. The general price increase
in the domestic market can be considered as a reward for importing of foreign goods
and a duty for exporting. According to A. Antonovych, this is the disadvantage of the
phenomenon. “It is a mighty weapon in the hands of foreigners to enslave the domestic
production market completely”. It causes the decrease of the competitiveness of the
domestic products, therefore, the national producer can not compete either in the
domestic or foreign market due to the increase of production value. Thus, the
unproductive use of money causes the chaos, apathy, and stagnation in the country.
There is not any stabilization or revival and national currency is devalueted. It can not
circulate properly in the domestic market, especially in the case of value savings. These
conclusions made by A. Antonovych are still relevant today especially for the modern
development of monetary and real sectors of the Ukrainian economy.

The scientist offered measures that can counteract even to negative consequences
of money issuing: increase of economic marketability, strengthening of economic and
business activity, wider use of credit especially the national one. The ideas about the
significance of money supply and especially credit funds supply under the conditions
of imperfect
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(or asymmetric) information and monetary policy market attracted modern scientists’
attention almost in a hundred of years.

The problem of increasing paper money value (purchasing power) is still important
today. In his works, A. Antonovych undoubtedly proved that it was impossible to
increase the money value by decreasing its quantity (e. g. removing and destroying)
even in a case of increasing money quantity caused by its rapid devaluation. This
regularity was considered by A. Antonovych as the law of price preservation. At the
same time, the reduction of the money quantity in circulation causes the multiple
declines in productive and production activities and leads to the development of
speculative motives in the economy. It neutralizes the desire to increase the value of
money, thus, the emission of money is advisable during the stimulation of production.

The other important regularity was also revealed by A. Antonovych. The scientist
proved that even a gradual reduction of paper money quantity could not lead to the
desirable increase of its value if the number of goods reduced or remained stable. Thus,
the only condition to increase the value of money in the market economy was an
increase of the national economy productivity. A. Antonovych proved that the
quantitative law of money circulation did not have either reverse or direct influence.
The value of paper money is entirely determined by the level of money circulation. His
conclusions were confirmed by the market economy.

A. Antonovych was one of the first Ukrainian economists and financiers who
managed to overcome “metal” approaches to money interpretation. At the same, time
he did not refuse the possibility of regulation of paper money circulation in the process
of paper money exchanging into metal coins and in the case of so-called artificial
regulation concerning impossibility of paper money exchanging. A. Antonovych did
not accept nominalism. He had developed his own concept of paper monetary
circulation. The scientist defined the following main requirements for the national
monetary system: stability of the national currency value, the ability of the national
monetary system to increase and decrease rapidly, i. e. its flexibility.

Being a follower of economic liberalism, A. Antonovych supported economic
development that was of primary importance for him but not the governmental
financial needs that were mostly of unproductive or political nature. Due to his views
on the national economic development, A. Antonovych could not accept economic
dictatorship and tyranny of the state. The Ukrainian economist said that transition to
paper monetary circulation could resolve the contradictions between the productive use
of money and consumer expenditures; between the financial needs and requirements
for the development of domestic market productivity; between
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private interests and national economy. Economic ways of payment and credit bills in
comparison with other monetary forms had advantages of flexibility, low cost, and
mobility. In real monetary sector their use does not cause disasters, but on the contrary
increases the domestic productive force, promotes the national economic activity.

According to A. Antonovych, the reasons that evoked the use of paper money
caused the development of the payment means system associating with the loan. In his
work “Principles of Political Economy” credit exchange was considered the third step
in the history of exchanging. The scientist emphasized that crediting was a qualitatively
new productive force. He highlighted its role in the development of domestic
production and in the national wealth increasing:

+ to promote sustainable and steady industrial development unaffected to
accidents since the availability of funds does not depend on sales;

« toallow the society to use productive forces, activate and utilize the capabilities
of its members to the highest extent;

+ to combine small shares of capital, belonging to different persons, thus
increasing the production, that is sometimes impossible for individual capitalists;

« to create conditions for savings in cash and to invest into industrial operations i.
e. to promote the rational use of money: savings of some business entities become the
investments of others;

« toinfluence on the price stability positively;

+ to make possible to combine the elements of productivity and thereby to raise
both public and personal standards of well-being.

According to A. Antonovych crediting was considered as a bridge across the gap
separating wealth and poverty. Modem monetarists have clarified this statement
suggesting that under the conditions of credit rationing only a supply is important but
not a demand.

Owing to the continuous thorough investigation of the development of monetary
circulation and debt obligation (economic means of payment and credit bills) the
scientist arrived at the conclusion about the evolution of monetary circulation and
functional changes in it. A. Antonovych pointed out to the increasing use of cheques
and assumed that this use might even replace money in circulation. This assumption
became a reality in the future.

His concept of credit monetary circulation was thoroughly highlighted in his work
“The theory of monetary paper circulation and public credit bills” (1883). Having
revealed the nature and advantages of credit monetary circulation, he analyzed the
value of credit bills in production. There were two approaches to the investigation of
this problem. The representatives of the first denied any difference between a coin and
a credit bill. English
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economist J. S. Mill was a founder of this approach. The followers of the second
approach did not recognize an economic value of the credit bills. They said that the
banks were not able to fulfill their commitments in terms of free exchanging of credit
bills for coins.

A. Antonovych realized deeply the new trends in the monetary economy. The
scientist considered that bank or credit bills could never be completely exchanged into
metal cash. This exchanging could be equal to the total cancellation of the value of
these credit bills. Their value totally depended on their productive use. The scientist
emphasized the mediator role of the credit that combined labor and capital. Paper
money was issued to meet the financial needs i. e. to cover satisfied needs and
unproductive expenditures. Credit bills as a means of crediting were issued to cover
future expenditures and investment costs. Thus, the difference between credit bills and
paper money was primarily in the fact that credit bills supported production and paper
money was issued to increase consumption. Although, as it was observed by A.
Antonovych unproductive use of paper money did not explain the impossibility of its
productive use.

Analysis of innovative developments in the monetary market had shown that credit
bills caused circulation of the capital due to the economic use of loaned means. A.
Antonovych proved his suggestion on the example of Scottish banks, which increased
the public economic welfare and improved the state of the economy in general by
providing loans directly to farmers. Describing the activities of the banks dealing
mostly with bills accounting, crediting on the security of gold and silver, stocks etc.,
the scientist predicted future changes in banking and their active participation in
production and even enterprises management. Modem monetarists recognized the
importance of such institutions as banks. It proved the rightness of the conclusions
made by A. Antonovych about banks’ new objectives and the necessity of combining
banking and industrial activities.

According to the scientist’ point of view, monetary credit bill circulation in the
market economy should be only rational. Objections to the usability of paper money
he considered harmful in terms of practice and unreasonable in the theory. A.
Antonovych said that money issued not for the purpose of production might show its
usability due to the favorable conditions of crediting in a certain period of time.
Productive use of new paper money that had been issued caused the increase of demand
for circulation means and thereby influenced on the increase of their rate. Due to this
the total amount of goods and services that could be exchanged for paper money also
increased.

A. Antonovych’s new approaches to the development of the theory of money and
monetary circulation allow recognizing him as an innovator in
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reconsidering the quantity theory of money. In his works, the scientist proved that the
quantity of money was only one of the factors of its value. Having introduced the
concepts of “economic quantity”, “national productivity”, “demand for money” etc.,
the scientist formulated his own concept of the money value, which was relevant in
terms of monetary and paper money circulation. In his fundamental work “The theory
of paper money circulation and public credit bills”, the Ukrainian economist proved
that money had value not only as an exchange mediator, a means of commodity
circulation and its facilitating, but also as a tool of income distribution and a means of
productive association. In the economy that has some spare resources, money is the
power that transforms passive production factors into active, fictitious capital — into
real one improving at the same time the economic activity of the country.

The Ukrainian scientist considered the transition to credit paper monetary
circulation as a way of resolving contradictions between the money supply and
demand, between its productive use and consumer expenditures, between financial
needs and requirements of “national productivity” development, between the private
interests and the interests of national economy. A. Antonovych predicted the possibility
of monetary circulation regulation in order to combine money flexibility and stability.

The thoughts expressed by the economist were ahead of time. His concept of paper
money circulation was the basis of the development of the modem monetary theory.

The main works of the scientist: “The Theory of Value: Critical and Economic
Investigation” (Warsaw, 1877); “The Basics of Political Economy. The 2" Edition”
(Warsaw, 1879); “Policy Law and Political Economy: The Introduction” (K., 1883);
“The Theory of Paper Money Circulation and National Credit Bills” (K., 1883); “The
Course of Political Economy” (K., 1886) and others.



ANTSYFEROV
Oleksiy Mykolayovych

(1867-1943)

0 ntsyferov Oleksiy Mykolayovych was a Russian and Ukrainian /1 economist,
statistician, lawyer, theorist and practitioner of the cooperative movement.

Oleksiy was born in 1867 in Voronezh in a family of teachers. He studied at the
Voronezh classical school, after which in 1886 entered the law faculty of Moscow
University. Exceptional talent distinguished him among the students of the course,
which drew attention of an outstanding Russian scientist Alexander Chuprov. The first
scientific research as a student O. Antsyferov started under his leadership and that
determined the research of cooperative problems as his main future on-scholarly
interest.

After graduation from the university in 1890 Oleksiy Mykolayovych worked for
ten years as a district and provincial member of a town council of Voronezh guberniya
to gain experience. Having received a title of the honored magistrate in 1900, he went
to pursue his study in Germany, where he continued to investigate financial cooperative
unions.

The unique position of Ukrainian peasants drew attention of O. Antsyferov as a
scientist. In 1902 he published his first independent research devoted to the problems
of the peasants’ capitation holdings rent in Russia. On December 7%, 1902 at a meeting
of Kharkiv Law Society he made a report titled “Small Credit, its Organization and
Meaning in Russia”. Thus, he was the first among academic economists to raise that
issue on a scientific level. He stressed on the importance of small loans that functioned
through the creation of the system of credit institutions, which, according to O.
Antsyferov, should concentrate on the organization of already existing credit
relationships. He stated the following: “In fact, credit relations emerge and develop in
today’s economy due to the reasons that are deeply rooted in social structure and the
forward movement of economic phenomena. So- called credit economy is penetrating
increasingly deeper into economic relations embracing all the aspects of modern
economic life and already dominates over an individual entrepreneur. We are
witnessing the most
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interesting evolution of the “credit-owner” which is similar to the evolution of the
market and capital”.

Particular attention is paid by O. Antsyferov to rural credit. The absence of a
developed credit infrastructure leads to the fact that “these relations turn into an ugly
form of the kulaks — a kind of usury with the annual loan interest rate of 60-120-
200%, either in cash or in natural form, or even in the form of indebtedness, i. e. a
temporary personal enslavement of a debtor, that shows the harsh times (juris stricti)
of 12 tables of the ancient Rome”.

The scientist said that the main issues that used to arise and still do while organizing
the loan, and especially small peasants’ loan are the following: if future borrowers are
creditworthy; whetherpassive operations of future credit institutions aresufficiently
provided; if credit institutions attempt to attract free funds in an amount required for
their operations. He notes the misunderstanding of the peasant’s creditworthiness that
“is poor, and has almost no assets, and as a result, credit institutions cannot function
efficiently”.

To explain the proper understanding of the creditworthiness of a small
manufacturer O. Antsyferov refers to the experience of Germany and quotes Schulz-
Devic, one of the loan organizers. He particularly noted: “a separate worker or
craftsman has no trust in the eyes of society in terms of creditworthiness because when
he becomes unemployed society could do without his work; but it couldn’t do without
the workforce of the whole great labor unions of handicraftsmen and workers as well
as without cultivation of the land ... the totality of the members of such unions cannot
be simultaneously left without work, that is why the workforce of such unions in
economic turnover has the same meaning in the sense of security, as mortgage”.

Antsyferov emphasizes that “the workforce of small enterprises joined in unions is
a solid base for creditworthiness. Solvency of working people is identical with its
productive activity which is the basis for satisfaction of demands in any society, and
denying its creditworthiness means denying the fruitfulness of productive activity...”

The scientist describes in details the short-term extra allotment leases, which were
the basis for the appearance of a special type of loan. The fact is that ordinary terms of
rent payment coincide in time with the “field shocks records”. Therefore, the period
from the end of July, throughout August and sometimes September is characterized by
an urgent need for money, which in its turn cause a common phenomenon of a large
scale sale of peasants’ bread (grains) in local markets. The researcher states that “Grain
traders use this to a great advantage for themselves and make a kind of discount,
reducing the price by 3-5 cop. per pood (a unit of mass equal to 40 funt,
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I'v' vt pound). This artificially lowered price, irrelatively of the global iiinrkel price,
does not bring sufficient profit to a landlord if he is not able to postpone the disposal
of the crop. It is within the interest of the whole in iety apart from a group of grain
speculators to overcome these phenomena. This kind of discount takes dozens of
millions of rubles from 11 u- pocket of a manufacturer and puts them into the pocket
of grain liaders”. Unfortunately, we can also observe such phenomena today.

I hc similar situation, as described by A. Antsyferov, occurs in spring when a
farmer also lacks money. The used method of tax tapping is very destructive for a
peasant not only because his equipment is sold out for a cheap rate it but also because
the system keeps a farmer under constant fear ol the possibility of such a sale off. And
in the case of collective icsponsibility, even a host who diligently performs his
taxpaying obligations ha . no guarantee against the possibility of forced sale of his
cattle if a partner in communal ownership of land fails to do so. Since this phenomenon
is a common thing, many farmers do not want to start any cattle. “Of course, the
elimination of this phenomenon is a direct interest of treasuiy.

I he introduction of small loans should be one of the most important sources to
meet the needs of money in all these cases, there is no doubt that with the development
of adequate and proper business organization farmers can successfully deal with both
bread usury and the above mentioned effects of the tax-paying system”.

I 'he scientist noted that “the Regulation on establishing of a small loan” t IK95)
distinguishes among three types of small credit institutions:

"1) farmers’estate bank; 2) credit unions; 3) loan-saving companies”. 1 his
provision approved of the permission of certain transactions “acceptance of
investments and granting of loans, and of only one active -members were issued short-
term loans for up to 12 months”. Antsyferov states that the only fact that distinguishes
credit unions from the loans-savings companies is that the latter have “mandatory share
capital, consisting of membership contributions, while credit unions do not require
such”.

After this report the authority of Kharkiv University invited O. Antsyferov to work
as an assistant professor. In 1903, the scientist published his fundamental work “Small
Credit, its Organization and Meaning in Russia” in Kharkiv, in which he analyzed the
problems of small loans in Russia. For completion of his master’s thesis he set out to
Germany and France again, where under the guidance of renowned foreign economists
(I. Koprad, L. Brentano, Sh. Zhid) investigated the characteristics of agricultural
cooperation in these countries. In 1907, he brilliantly defended his master’s thesis
written on this subject. The work was reprinted three times, and the latest edition was
carried out in the years of Soviet power.
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The next decade Antsyferov dedicated to cooperative and pedagogic activities.
Being a board member of Moscow People’s Bank he actively collaborated with it from
the day of its establishment and in 1908 together with V. Zheleznov and others
developed its Charter. Meanwhile, he broadened his teaching experience by delivering
lectures on cooperation in Kiev Commercial Institute, People’s University named after
A. Shanyavsky, and in Kharkiv University, and he continued to explore his favorite
theme of cooperation through scientific publications.

During the active scientific life of O. Antsyferov, there were different views on
cooperation in economic literature. Many economists characterized it as a form of
management that can be fully identified with capitalism. Others defined it as a
component of a socialist economic system. According to P. Yukhymenko, the
originality of O. Antsyferov lies in the fact that he interpreted cooperationas a form of
business enterprises and economic relations that were not primitive but ambiguous in
their nature: “it is a sui generis phenomenon”.

To some extent Antsyferov was influenced by German socialist school. Thus,
unlike most of the economists who supported both directions (“capitalistic” and
“socialistic”), he considered the economic effects and processes, as well as economy
and politics, to be closely connected with spiritual and morals values, not in isolation.

The researcher noted in his article “The importance of cooperation” (1911) that
cooperation contained a great intrinsic value, i. e. a source that could continuously
update and animate the aging tissue of business structure. According to O. Antsyferov,
this particular form of economic organization compared to others is the most fertile soil
for nutrient impregnation with economic moral principles. “This is its characteristic
feature, this is the source of its strength, and this is what discloses the secret of its inner
nature”. The scientist believes that cooperation incorporates the principle of mutual
assistance, free and peaceful collaboration, which is its steadfast foundation, and
carries the norms of morality into the economic sphere, continuously updating the
whole social life.

The development of cooperation is directly related to effective use of capital. And
the organization of capital, according to the scientist, involves another important side
of management — the process of production, which is equally important in terms of
energy conservation. In this area, the development of cooperation began just as the
reform of mediation and transformation of a mediator’s labor into useful economic
activity. Numerous and very successful forms of cooperative organization of credit
relations started to develop. Antsyferov states that “capital and a loan as its instrument
have transformed from threatening and often hostile forces into
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i"", Hui and obedient means of productive work. The energy spent on
..... and productive work is being reduced”.

I lie scientist highlights various forms of cooperative productive use of uipiliil:
“companies of joint procurement, companies for the usage of 11 1.« bines, companies
for the usage of electric energy, companies for agricultural I 'i i ><li ids processing,
companies for sale, etc.”

According to O. Antsyferov, the center of cooperative activities should be | he
center of economic life, i. e. in the field of agriculture. The lack of u live economic life
requires, in his opinion, the spread of the cooperative movement. But he warns that the
promotion is only possible and fruitful when it is based on local initiative and does not
infringe it. “When independence, as the main element of cooperative organizations is
substituted, a falsified cooperation is built, but it cannot be replaced since line
cooperation is impossible without independence”. Therefore, the scientist draws
attention to the importance of state assistance in facilitating nl cooperative movement
by the creation of good cooperative law.

Active public work of the scientist sometimes stroke with the abundance ol daring
ideas. Thus, at the congress of cooperators in Kyiv in 1913, he poke about the need of
creation of the institute or museum of cooperation.

I )espite significant criticism of this idea, the congress almost unanimously upported
it. The main argument in defense was that the establishment of such institute would
exert significant influence on the development of the i imperative movement.

In same 1911, the scientist again raised the issue of the way of activity of niial cash
desks of small loans in his report “On the desired direction of activity of rural cash
desks of small loans”. He stressed that “not a single loan but a cooperative credit
organization is the main task of rural banks”. The main principle of rural banks starts
from the essence of rural councils and proclaims the following: “credit relations should
be organized for all the population of the area that needs a loan”.

O. Antsyferov analyzes three systems, on which the activity of rural cash desks is
based, namely: “the system sole credit, the system of cooperative credit, and mixed
system”. He stressed that opting for personal loans, rural cash desks transformed into
a small provincial bank with a limited number of clients, making it non-suitable for
small loans. Working on the basis of rural activities, the cash desks will try to meet
needs of all the population in an organized credit, based on cooperative organization.
Only in connection with cooperative organization, rural cash desk can fulfill an
essential function of a regional institution which combines credit circulation and
regulates the circulation of money of cooperative societies. The scientist points out that
“It
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will contribute to the redistribution of existing working capital and set up the
connection of companies’ transaction with an overall money market....

To achieve this goal, according to O. Antsyferov, it is important to provide: 1) the
inflow of current assets in the amount sufficient for satisfaction of demand for credit
by cooperative societies; 2) the ability of quick and smooth placement of surplus
current assets that certainly will accrue at certain times of the year and cause difficulty
to a balance of rural cash desks. Meanwhile, it is important to establishing links with
the overall money market, for the purpose of which “rural cash desks could use the
services of the established Moscow People’s Bank”.

The scientist defines two major tasks of rural cash desks:

1) organization of long-term credit, especially for creation of a fixed capital of
credit societies, production, purchase, and reclamation companies, etc.;

2) promotion of the development of various types of societies and the emergence
of unions of cooperative societies. The scientist said: “I do not know any other way,
except for advanced cooperative organization, which could give a powerful impetus to
an economy frozen at a fixed point, and create the elements of development, technical
progress, and societies in the rural environment”.

Later, in 1915, in his article “The principles of cooperative credit for the
Encyclopedia of Banking”, O. Antsyferov attributed institutions which organized
cooperative loans to the general type of banking institutions. At the same time, he
highlighted the characteristics of any organization of cooperative banking as follows:
1) a cooperative bank is run and controlled by the same people (members of a company
or a union who use its services); 2) active operations of the bank are limited to the circle
of its members; 3) the credit, opened by a bank has a nature of a personal credit and is
mainly for industrial purposes; 4) net profit of the company’s investments is not the
main purpose of banking organizations. Capital is not a source of income, but a tool of
its activity; 5) a base of the creditworthiness of the company is the joint liability of its
members to third parties. These principles derive from the basic idea of cooperation
and common principles of cooperative organization as such.

The scientist notes that typical of any cooperative organization attitude to capital
as the only means to create better conditions for productive work and income as a
necessary source of this means is reflected in the cooperative credit institution too.
Using of cash capital necessary the circulation of cooperative banks is paid only to the
extent dictated by the general state of the money market. O. Antsyferov said: “Payment
of the services of money capital as a tool of labor by the nominal level of the market is
equally an
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economic necessity for cooperative and capitalist banks. In this sense, there i ; no
fundamental difference for cooperative bank between the capital gained on the money
market, and its “own” capital. Thus, the scientist stressed that we can only talk about
the payment of equity by market percent in the cooperative system.

The absence of an element of profit as such, apparently, describes the nature of
cooperative credit as the one that has nothing to do with speculative transactions and
operations. The latter would aim to profit from the market circulation of real or
fictitious values. According to the author, “the lack of such operations, simplifies the
activity of cooperative banks, purifies and heals the atmosphere of the bank turnover”.

O. Antsyferov also notes a particular feature of cooperative credit organization,
which defines the borrower, his productive activity, economic abilities and integrity in
the performance of his obligations to be the basic guarantee of the loan, unlike
property. “The main power of cooperative bank is the worth of its members and the
cooperative credit — that is capitalized honesty”.

In order to create a real economic basis for creditworthiness, it is essential to use
loan in the production process. O. Antsyferov stresses that benefits created in the
process of economic production are the only source from which the value of the capital
involved and the value of the capital that is paid for services at market level can be
derived. The scientist says: “Therefore, the productive nature of the cooperative credit
is an essential feature. It will be visible the better, the more cooperative credit
promotes:

a) anincrease of the number of manufactured products;

b) the improvement of their quality;

) the reduction of production costs”.

O. Antsyferov was one of the first in Ukrainian and Russian economic literature,
who raised the question of a need in the real close relationship of production with the
money market. The latter must be regulated and effectively operate through a created
appropriate system of the institutions of the money market. The key role must be given
to the central bank since local companies are always the basis of cooperative credit.
Provincial and regional credit companies provide support in the regulation of money
and credit circulation of local companies, the maintenance of credit supply and demand
balance, i. e. the movement of capital between the companies. The function of the
central bank is to establish regular communication and banking relationship between
the whole system of cooperative credit and the overall money market”. Thus, O.
Antsyferov clearly distinguished the central bank as “bank of banks.”
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In his report “About the union of associated institutions of small credit” (1915)
made on Kharkiv congress of credit societies O. Antsyferov spoke about the
dependence of the increase in the degree of creditworthiness of societies on the state
of union association, as the process of association increases the inflow of circulation
means, and creates the possibility of a significant expansion of operations.
“Association cash desk is a reservoir that properly and promptly allocates large
incoming funds among societies; it establishes a company’s connection with an overall
money market, stock exchanges, and commercial institutions, and no developed
cooperative credit can do without it. Associated institution assists newly established
societies in growth. Even if the personal funds of the latter are insufficient it provides
them with the opportunity to properly organize accounting and reporting and to hire
experienced and reliable staff’.

O. Antsyferov criticized those economists who exaggerated the importance of local
unions, pointing out the differences between the conditions of economic development
of Russia and Western Europe, where there was high-efficiency impact on the
economy. The scientist points out that it is the credit-monetary transactions, which is
the essence of operation of small credit institutions, which have the international
character, and are acceptable in any local economic conditions. Therefore, it is a
mistake to speak of the differences of local conditions. “If an ordinary farmer who sells
bread is associated with money relations with the market, he is, thereby, associated
with all the complex modern system of monetary circulation, no matter what you call
banknotes rubles, francs or marks. And the consequences arising from this association
do not depend on these differences in the name of a currency. Money and credit
turnover has internal, inherent laws and is based on technically homogeneous bases in
the whole civilized world”. As we can see from the above, the scientist regards the
problems that would later be systematized in the theory of global monetarism.
However, it will be done in almost half a century.

O. Antsyferov paid his attention to the issues of profitability of cooperative credit
societies for the state. Using the statistics of the Office for Small Loans, the scientist
demonstrated that the capital of the loan savings societies by 67-77% consists of
deposits, another 21-23% is the capital and their own funds, state funds make 3-5%,
rural funds equal to 1-3% and others give up to 3%. He concludes that “it is not the
state which credits loan saving societies, but rather loan saving associations credit the
state, and, moreover, they provide the latter with a long term credit of their own funds”.

O. Antsyferov combined active research activity and teaching with public life. In
Kharkiv period of creative activity, he was the head of the financial
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commission in Kharkiv city council, the head of the Committee of facilitation of
Agricultural Cooperation and the director of the public library in Kharkiv. He was also
a member of the Committee of rural loan saving and industrial societies at Moskow
Society of Agriculture, and a member of Kharkiv Society of Agriculture and the Law
Society at Kharkiv University.

Defending the idea of the importance of agriculture on the cooperative basis, O.
Antsyferov showed the role of cooperative associations in the development of
productivity in this area. In his work “On cooperative law” (1914), he notes that the
poor performance of rural economy forces us to export live labor instead of products,
which can be as well observed today. And this is a big support of the state budget
because the power and prosperity of the state depend on “the welfare of its subjects,
which also depends on the resistance of the state budget and credit”. Therefore, the
scientist believes that without the broad development of cooperation the economic life
will not move forward and rest in a state of a completely unstable equilibrium.
Revealing different types of cooperation, he stressed that “apart from credit
cooperation aims at the organization of funds using not only in the sense of raising
capital from the market, but also its usage directly in the manufacturing process, or in
other words, in productive capital consumption”.

To fulfill his scientific opinion concerning the role of cooperative forms of
management in economic development O. Antsyferov developed “The New
Cooperative Law and the Immediate Tasks of Russian Cooperation” (1917). However,
unfortunately, these ideas will not be realized in life, and the scientist in his research
activities pays more and more attention to the central banks of cooperative credit as the
most important problem of cooperation. In 1916, he published his work with the same
title, on the basis of which he defended his doctoral thesis in 1917 and became a Doctor
of Political Economy and Statistics.

A decade of work in gathering material and study of domestic and foreign
experience on cooperation allowed the opportunity to obtain the essential principles of
the cooperation. The problem of Central Bank arises on the basis of scientific
problems: 1) the organization mechanism, which regulates demand for credit and its
supply, and 2) the organization mechanism, which connects the cooperative system
with overall money market. “Cooperation has to create its own sound and strong central
credit organization to become, in extreme cases, in equal position at the money market
and the capitalist’s banking “concerns”. Otherwise, it inevitably falls under the
authority of these corporations...”.

In his work “The central banks of cooperative credit” (1916) O. Antsyferov
examines in detail the principles of these institutions in the
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Western Ukraine. The issue of central banks has been relevant and practical since the
international Budapest cooperative congress (1904). An active discussion on practical
ways of solving this task started among economists. O. Antsyferov analyzes all aspects
of such banks, trying to clarify the understanding of certain concepts and particularly
scrutinizes the work of his “child”- Moscow People’s Bank. At the beginning of his
work he proves that the activity of the central banks will be successful only when they
are “not a self-contained source of funds or a self-sufficient reservoir, but rather a
channel that facilitates the inflow of funds to and from the capitalist money market...
A bank must be a representative and agent of local companies in the money market,
and make cooperation as a credit security system understandable and acceptable for the
market”.

“Regulations on cooperative societies and their unions” was approved by
Resolution of the Provisional Government “On cooperative societies, and their unions”
of 1917. O. Antsyferov who was a chairman of the commission dedicated much of his
time to this work. Unfortunately, it would not be embodied in life, but one of the major
achievements of the new law on cooperation was that it allowed establishing of any
type of cooperation society without prior arrangement instead of permission. Since then
each cooperative society could be freely created, and independently develop its charter,
accounting for the local needs and requirements. This also applied to unions and
cooperative societies.

The law defined the legal status of cooperation, expanding the boundaries of its
activities, and outlining its tasks and perspective for the near future. It noted that
“cooperative societies with variable composition and capital, operating under the
special company, are intended to contribute material and spiritual welfare to its
members through the common organization of different commercial enterprises or
labor of its members”.

Cooperation in Ukraine and Russia now has an opportunity to carry out its long-
standing goal — to create a unique and strong legal foundation and then to develop
freely on its basis.

The adoption of this law was a matter of life for O. Antsyferov. Cooperation was
the focus issue for the government, and it claimed responsibility for its future fate. A
new cooperative law firmly established the following four main provisions: 1) the unity
of law for all forms of cooperatives; 2) the procedure of establishing of cooperative
societies and associations without prior arrangement; 3) the right of cooperative
organizations to form unions without prior arrangement; 4) the recognition of
promotion of spiritual, not only material welfare of their members as a purpose of
cooperative societies.
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In his work “The new cooperative law and the immediate tasks of Russian
cooperation” O. Antsyferov stressed: “You only need to clearly set the goal, to realize
its importance and systematically apply the means that lead to this goal following
mutual aid as a great cooperative principle. No quarrel, no hostility, but the inner world,
mutual understanding, cooperation, consistency, mutual assistance and organization on
a cooperative basis”.

One can only regret that tumultuous October events prevented embodiment of the
scientist’s plans into life. O. Antsyferov could not bear the collapse of his “baby”-
Moscow People’s Bank, which was turned into a state store, destroying of his fellow
cooperators, which was the destruction of the whole system of Ukrainian cooperation.
In 1920, not accepting the new principles of economic life building, O. Antsyferov left
Ukraine for good. With the outstanding talent of a scientist, he continued his research,
teaching, and social activities in exile. In May of 1921 O. Antsyferov founded the
Russian Institute of Agricultural Cooperatives in Prague. He was elected the chairman
of the board and the editor of “The Scientists’ Notes” of this unique institution. He also
headed the department of agricultural cooperation and statistics. In 1930, the scientist
moved to France, where he taught economics and statistics in the Russian department
of the Law Faculty of Paris University. He was the head of the Russian and Ukrainian
academic group and one of the founders of the International Institute for the Study of
Social Movement.

The activities of Professor O. Antsyferov were highly evaluated by the French
republic. In 1942, he was given the award of the Paris Academy of Sciences. He died
in 1943 and was buried in Paris.

Unfortunately, his work was not recognized in Ukraine and his name was forgotten
for a long period of time. The scholarly system of financial cooperation of citizens
created by him is still vital. At the beginning of the 20Mcentury, millions of people with
minor fortune became the members of credit societies, i. e. private owners. Money of
the mass of the population was invested both in small businesses and in stocks of large
companies, which led to unprecedented growth of industry. Credit cooperation which
originated in Ukraine and Russia has got a noticeable spread in Europe today, in over
a hundred years, and is one of the most important financial institutions in these
countries.

In the financial science, the role of Antsyferov is significant in scientific
understanding, promoting and implementing of practical purposes of credit
cooperatives. He initiated the creation of the first in Russia People’s Bank which
existed until the 30s of the 20"century. In the process of nationalization of all public
and private institutions, Bolsheviks did not venture to destroy Moscow People’s Bank
for a long time. Its very name
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(People’s), probably, contributed to this. Only in 1932, it was relocated to London,
where it also attained the deals of the Bank of Russian trade, known as the “Arcos
Banking Corporation”.

Today the system of credit cooperation should revive because it is able to
consolidate public funds, and create conditions for financial independence and welfare
of the majority of citizens across the whole country. Renaissance of credit cooperation,
economic recovery and strengthening of moral principles in economic life is the direct
responsibility of our generation in the face of our prominent ancestors.

The main works of the scientist: “The rent of peasants’ allotment and its value”.
The report made in a session of Kharkiv Law society on March 25, 1901 “(M., 1902);
“The system of domestic industry” (Kharkiv, 1903); “Small credit, its organization,
and value in Russia”. The report read in the meeting of Kharkiv Law Society on
December 7, 1902 (Kharkiv, 1903); “Cooperation in the agriculture of Germany and
France” (Voronezh, 1907); “The course of elementary statistics. The manual of
lectures. Part 1 (Kharkiv, 1908, Kharkiv, 1910, Poltava, 1919; Prague, 1922); “The
dynamics of population. A brief overview of international statistics” (Kharkiv, 1910);
“Essays on the cooperation. A collection of lectures and articles of 1908- 1912”
(Moscow, 1912); “The central banks of cooperative credit” (Kharkiv, 1916); “A new
form of cooperation. Electric power supply of the villages” (Moscow, 1912); “A new
co-operative law and the immediate tasks of Russian cooperation” (Wiley, 1917); “The
central banks of cooperative credit” (Pg., 1918); “On the nature and essence of
cooperation” (Prague, 1926), etc.



BALUDYANSKYY
Mykhaylo Andriyovych

(1769-1847)

Il aludyanskyy Mykhaylo Andriyovych is a well-known Ukrainian scholar,
political economist, financier, teacher, publicist and public figure.

Mykhaylo Baludyanskyy was born on September26, 1769in a family of Greek
Catholic priest in the Ukrainian village Ol’shava Bardiyivskyy District (Zamplynskyy
county) Zakarpattia region, which then was a part of the Austrian monarchy. The first
elements of Latin and Foreign Languages the boytook over from his father, who was
extremely concerned about his son and was his first teacher. After graduating from
high school in New Town he studied at the Royal Academy on the Faculty of
Philosophy of Law at Kosice (Hungary). His studies at the Academy lasted from 1780
to 1787. He graduated on “excellent” marks. Also he graduated from the Law Faculty
of the University of Vienna, in which a four-year course he studied for two years. He
discovered extraordinary abilities and knowledge, and immediately after graduation
(1789) he was invited on the position of professor in the newly established Academy
in Grosswardein to the Department of Political Science, and then — to the Department
of Finance and Commerce.

Encyclopedic knowledge of the scholar contributed into scientific research. In
1797, M. Baludyanskyy received a Doctor of Jurisprudence, in the University of
Budapest for his dissertation “The granaries(storages, warehouses, shops)” was written
in Latin. He also combined his scientific activity with teaching practice. During the
1796-1803 he taught political economy, the state law in Pest University, heading the
department of political science at the same time. In 1803 the tsar government invited
the scholar to St. Petersburg for the compilation of Empire Law digest. M.
Baludyanskyy was appointed to the position of the professor of political economy in
the school, and after its reorganization (1816) — to the Imperial Pedagogical Institute,
where he taught political economy and finance, heading the department and being the
dean of the Faculty of Philosophy and Law at the same time.
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He combined his teaching experience with the work of the Commission on the
codification of laws. M. Baludyanskyy actively participated in the development of
specific issues economic and financial legislation. In 1809 he headed the 4™ branch of
Commission on the compilation “Laws” of the Russian Empire, preparing all important
documents on political, financial and agricultural issues affecting the legislative
measures of Emperor Alexander I.

His ultimate scientific talent, his encyclopedic knowledge and a deep respect from
his colleagues and students made M. Baludianskyy known in the family of the emperor.
From 1813 till 1817 on the invitation of the royal family, he taught economic and
political science to the sons of Emperor Pavlo. His knowledge of Finance was noticed
in the government of the Russian Empire. In 1814, Mykhaylo Baludyanskyy prepared
for Emperor Alexander | a detailed note on the abolition of serfdom and the
improvement of the financial state of treasury heading a few years the known
requirements of the Decembrists. In 1817, he was appointed as a Director of the
Commission to eliminate debt.

In 1819, with the founding of St. Petersburg University, Ukrainian thinker headed
the department of Encyclopedia of Law and Political Science, then he was elected as
the dean of the Philosophy and Law faculty. Later he was elected as the first rector of
St. Petersburg University. He was the author of the statute of the institution. Exploring
the economic processes and studying scientific achievements of his predecessors, M.
Baludyanskyy simultaneously worked as the reviewer of political economy, financial
and public law in the Commission that worked on making a set of laws, and in the
Ministry of Finance of the Russian Empire at the same time.

Combining the science with practice gave effective results and contributed
scientific recognition in government circles of the empire. In 1826, he was appointed
as the head of the second division of the newly formed Imperial Chancellery. For the
successful implementation of the codification of laws (under his supervision 15
volumes were signed) he received the title of the nobleman, the title of Secretary of
State and medal, on which the Emperor commanded to engrave number “XV” (the
number of volumes of “Laws”). In 1839, the son of the Ukrainian people, M.
Baludyanskyy was appointed as a senator.

The scholar was rarely published, but scientific achievements of M. Baludyanskyy
were of extremely large quantity and include theoretical and practical developments,
special reports, memos, journalistic notes (some of them were written in foreign
languages — Latin, French, Old Church Slavonic) and multi-depth research papers that
were submitted to official agencies for the purpose of consultation. Some of his ideas
have come down
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to us mainly in manuscripts including student records of the lectures. Unfortunately,
the works of the outstanding Ukrainian, who was the founder of the Russian political
and economic terms, have not been published yet, and they are stored in various
archives outside of Ukraine territory.

The theoretical legacy of M. Baludyanskyy covers a wide range of economic
issues, the most important component of which is a grounding of the state economic
system, in particular, the development of economic and legal issues of particular
country’s credit, currency, finance, the judicial system, agriculture and many others.
United in one composition, they entered the history of Ukrainian economy called “M.
Baludyanskyy’s economic system.” The scientific analysis of his heritage shows that
M. Baludyanskyy for the first time in the domestic economic literature created a
theoretical classification of economic knowledge and gave a detailed account of the
history of economic doctrines and economic theories of that time; he launched a study
of the historical and financial issues in conjunction with the law. During that period,
the science of finance only started to include financial and economic issues as ones of
its parts that were not of a systematic character of studies. M. Baludyanskyymade it
intuitively and deliberately.

Lecture notes and scientific publications of the scientist under the title “National
wealth. Displays of various economic systems” (1806), contained the description of
economic doctrine by mercantilists, the physiocrats, and Adam Smith. That work laid
the foundations of Russian political and economic terminology. According to Professor
of Kharkov University A. Fateeva, M. Baludyanskyy opened the way to the theoretical
development of management and legislation.

Extensive exploration of M. Baludyanskyy in the history of political economy and
finances were published in the “Statistical Journal” (1806-1808) which received high
appreciation by contemporaries. It was the first scientific politico-economic and
financial work that appeared on the territory of Russia under the influence of A. Smith.
In 1802, the book by A. Smith was published for the first time in the Russian language.
The first who spread the ideas of the famous English explorer in Russia were German
scholars who had been invited by the government of Russia to teach political economy.
H. Schletzer, H. Storch and L. Jacob brought into Russia not only Adam Smith’s ideas
but also the ideas of German financial school, creating conditions for the development
of financial science in Russia. By the 60s of the 19"century, the number of economic
works didn’t exceed a dozen. Since the liberation of the peasants, economic issues were
the object of particular attention in the scientific literature. Thus, M. Baludyanskyy’s
works about



18 Financial Thought of Ukraine: Genesis and Development

economics were pioneers in the scientific community, and they covered almost all range
of economic issues.

M. Baludyanskyy was the first who introduced the term “political economy” in
Russia and Ukraine.

As a criterion for separation of different theoretical systems, M. Baludyanskyy used
the interpretation of the authors and supporters of the nature and sources of national
wealth. “State (national — ed.) economy is based, — the scientist said, — on three
systems, the first one expresses the wealth of the people in money, the second one is in
unprocessed fruits of the earth, and the third — in the exchange of value of all goods”.

While revealing a “system” of state economy, that was based on trade, M.
Baludyanskyy identified the following principles:

1) money as the main instrument of trade and the measure of all values is the main
wealth of the people;

2) the main rule is to accelerate the circulation of money;

3) productive classes are not only those that extract money;

4) the entire amount of goods equals the consumption of products;

5) residents in towns are more concerned with monetary transactions than those
who live in villages, that makes them more valuable.

M. Baludyanskyy supported the idea that the basis of commercial systems is
multiplying money. The leading role of the state is required to meet social needs, like
the role of a father in the family who should define a certain type of activity for every
family member. The main criterion of efficiency of economic activities in such a system
is the trade balance, the comparison of import and export. All business activities at
national level are eliminated using balance instruments. Therefore, the balance,
according to the scientist, is the only guide to verify the commercial policy.

As a lecturer and teacher, M. Baludyanskyy largely followed the already known in
scientific circles of Russian classical school of methodology. His course, according to
contemporaries, was as the doctrine of state economy and economic policy. It was not
limited to the narrowed interpretation of economics, but it relied on general theoretical
principles of political economy. In the treatment of money, in particular, the scholar
followed Adam Smith’s views, and he believed that money is a means for easy
exchange. “Money, - as M. Baludyanskyy said, - is just the perfect tool or machine, that
makes the trade easier, and not only the general or prevailing public wealth”. Like
goods money has its own intrinsic value, but precious metals are only the part of the
country’s wealth.

The scholar examined the patterns of monetary function of money as means of
exchange, analyzed the effectiveness of different financial systems. When there are no
goods, money cannot be exchanged separately. That is,
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money appears only after the appearance of goods. Money will be useless if there will
be no means of subsistence. Thus, M. Baludyanskyy was one of the first Ukrainian
economists who tried to analyze the relationship between monetary and real economy.

The scholar defended the need for wider use of credit and paper money, at the same
time distinguishing the concept of paper money and securities, “that constitute the
capital”, i. e. bills, shares, government bonds. Analyzing the economic nature of paper
money, M. Baludyanskyy established that paper money has no “inner value”. “All
kinds of paper money that is in circulation of state must never exceed in humber the
amount of gold and silver money, the place of which they deputize, or but for the lack
of paper money at the same trade if it were in circulation.” The scholar thoroughly
analyzed the nature, role and principles of credit money circulation that acquired
increasingly broader application.

By the research of theoretical study and practice, M. Baludyanskyy defined
institutional factors ofenterprise development and the creation of conditions that
promote the development of industry. Being a consistent supporter of economic
liberalism, M. Baludyanskyy believed that the state can neither be a good master, nor
a good manufacturer; government should “establish the natural order in society”. State
intervention in the economy may be appropriate only to provide freedom of actions.
“Credit generally based on the abundance of the borrower and the products of labor.
Justice, freedom and the protection of industry, together with public education and
dissemination of trade, are the only valid means of enriching the nation”. According to
the scholar, agriculture should remain the main branch of the economy, and the
development of manufacture should not be by the government protectionism, but it
should be based on the free accumulation of capitals.

M. Baludyanskyy successfully combined academic and public activities. Archives
and researches of the nineteenth and twentieth centuries indicate his heading role in
the development of finance reform plan in 1810, known as M. Speransky’s “Plan of
finance for 1810,” reorganization of finance (1812-1816), the reform of state peasants
by P. Kiselev (1838-1841), the currency reform by E. Kankrin (1839-1843).

Finances, according to the scholar, are an important element of the state economy,
they should be stable and should base on frugality. M. Baludyanskyy quite
professionally presented the formation and spending of public financial resources, and
he also pointed out taxes as the main source of income.

Working in the group for preparing reform of finance, M. Baludyanskyy supported
the idea of creating a “basic financial law”, which was to streamline the financial
management and significantly reduce inflation. The
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latter remained a key problem that affected the economy of Russia and Ukraine. Price
banknotes fell to 20 kopecks in silver. The fact that played the significant role was
“spoiling” of copper coins, which in practice were peddling paper money.

Later, the Ukrainian finance theoretician L. Yasnopolskyy gave an objective
assessment on those developments that had been taken into account in the “Plan of
Finance for 1810”. According to him, by the group of people who worked on this
document, including M. Baludyanskyy, it was first created the system of Russian
budget law, it was developed legislation to implementation in practice of the financial
budget ideas as “basic financial law”, and tere were created guarantees for its correct
assembly. At the suggestion of Commission, activities of the Ministry of Finance had
to be under the control of “core financial law”. That law had to bring order into the
“methods of legislation of absolute monarchy”.

Particularly important is the development by M. Baludyanskyy of measures against
estimated appropriations as the main evil of the state budget and approved to maintain
balance revenues and expenditures of the state. The legislative procedure for
establishing the budget was the cornerstone of budgetary and legal system, modeled by
the group of “Plan of Finance for 1810”. The final link in the system was clear
organization of enterprises, especially the Ministry of Finance and the establishment of
state control.

According to contemporary researchers who study M. Baludyanskyy’s scientific
heritage, the meaning of the “Plan of Finance for 1810, in the preparation of which
the scientist took an active part, is that in the case of its realization it had to create legal
principles for the Russian state budget. Such principles were in budgetary practice in
constitutional states. Almost all theoretical ideas of adequacy reform ideas in 1862 in
their embryonic form were developed in the legislation that was prepared for M.
Speranskyy.

Feudal Russia was not prepared for the implementation of the “Plan of Finance for
1810 because it was too radical reform for that time. However, it was the plan of
restructuring the state budget, achieving its balanced budget, reforming the tax system,
improving the sources of income, suspending issue of banknotes, setting hard currency
and issueingloan notes for silver small change. Therefore, actively working in the group
for “Plan of Finance in 18107, M. Baludyanskyy, by the fate of history, was at the
forefront of state budget rationing system on modern principles.

A lot of ideas being implemented in European countries, ‘“Plan of Finance for 1810”
with many Baludyanskyy’s opinions deserved international recognition. What was
impossible to carry out in feudal unconstitutional Russia was done in parliamentary
countries. The plan embodied almost all
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the basic principles on which the budget structure of all modern developed countries
was based. By the developed “Plan of Finance for 1810, ” for the first time the working
group in Russia laid the foundations of the Russian budget law, which ideas were later
spread to the budget system of Ukraine. M. Baludyanskyy was one of the first
developers of the budget finance theory.

The research on the financing of emergency expenses of the government that is
written by M. Baludyanskyy is unique. The financial situation of Russia particularly
worsened during World War 11 (1812). Public spending of war period increased in 1.7
times. For the entire war period to 1823, the share of military spending was lower than
40% of total budget expenditures. The share of total state budget deficit reached 360
million rubles. The country entered the period which in economic terms could be
described as the bankruptcy of the state, in the sense of non-performance of its duties,
which were carried not by elimination of paper money circulation, but by the issue of
paper currency in such amount that inevitably led to a decline in their value. M.
Baludyanskyy was again involved in a preparation group of financial reorganization
(1812-1816).

The first proposals reflected in M. Baludyanskyy’s notes were aimed at protecting
the interests of the country from excessive costs, while collecting taxes, accelerating
depreciation of banknotes. The scholar proposed to change the tax rate, but to prevent
the depreciation of private capital, he considered the necessity to prevent private
agreements in free circulation of coin along with banknotes. In addition, he proposed
to create artificial demand for banknotes for the payment of taxes in order to keep their
course. These proposals were implemented by Finance Minister D. Guryev (1810-
1823). Despite the issue during 1812-1815more than 244. 4 million rubles (a huge
amount of the budget for that time), rate of bills did not fall below 20 kopecks in silver
for one ruble in banknotes, and in 1816 it was up at the previous level of 25. 3 kopecks.

Later D. Guryev expressed criticisms on those proposals. The negative point was
the fact that there were two separate species of money — metal and paper — the value
ratio between them was not established by the law, it was approved by the market
participants. These constant fluctuations bills pointed to the need to take drastic
measures to balance the monetary system. The well-known expert in financial affairs
M. Bunge considered the negative point to be set a compulsory course of bills paying
taxes, and only in some cases, the contributions were made in silver ratio — 3 rubles
in banknotes for 1 ruble in silver. It should be noted that such course of banknotes was
quite beneficial to taxpayers as it was much higher than actual one. However, no matter
of criticisms, it should be remembered that during the
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war those were forced measures. During a rather large issue of bills, to speak of
“reduction” of its circulation for its expansion was impossible. So, the main source of
state budget of Russia in the war years (1812-1815) were the issue of new banknotes
— 191 million rubles (internal loans — 47 million rubles, England grants — 42 million
rubles, other sources — 89 million rubles).

M. Baludyanskyy noted that his proposals were caused by the need to streamline
unbalanced finances and to establish such rules that would protect the economy from
chronic budget deficits in the future. A large number of his proposals were taken into
account and were included in the new “Plan of Finance for 1810”, which was developed
under its new finance minister D. Gur’eva. The main principles were the following:
withdrawal of banknotes through internal loans (the amount of issued banknotes
reached 825. 8 million rubles); development of a new liberal customs rate in 1816;
changes in the stamp duties and bond’s (serfs) taxation by the Decree in November
24" 1821. Being a supporter of the quantity theory of money, M. Baludyanskyy
considered the main objective of the plan was withdrawal banknotes from circulation
to raise their value.

Working on the issue of financial stabilization in emergency government spending,
M. Baludyanskyy reached two fundamental conclusions such as the inevitability of the
state budget deficit in extreme conditions (e. g. wars) and the need for emergency
measures to obtain quickly additional funds. Another important conclusion of the
scholar was the following: after the war the state was very limited in the capacity to
repay debt, and therefore, there is the question of debt cancellation.

It should be noted that David Hume was the first who wrote about the scarce
military spending in his article “The scarce loans”, whose ideas developed his
compatriot and contemporary Adam Smith. The latter justified the state’s inability to
pay off its debts and feasibility of timely recognition of its insolvency. M.
Baludyanskyy knew these scholars’ opinion on different options for mobilizing public
facilities for extraordinary expenses. According to D. Hume, except of loans -both
internal and external, open or secret — in a state that is fighting there are no other real
options to obtain quickly the necessary in these conditions of too large amount of funds.
The scholar explained the fact that taxes being the usual source of the state budget
formation, even if they are radically increased, cannot fall in treasury at once. In
addition, the increase in tax rates almost entailed a general increase in prices and the
deterioration of conditions for most producers.

The way economists proposed to the Russian government — the increasing of
money creation — scientists of all countries immediately condemned. They called this
variant — the kind of state secret loan for
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population and even more difficult in its consequences for the economy than other
direct and open loan. The population, which was reported no significant monetary
emission, was forced some time to make “hollow” money at par. As soon as
breakdowns law paper money, it became obvious distinction between money supply
circulating on the one hand, and commodity supply, on the other. As soon as the
increased work of the printing press became principleof financing military expenses,
ensuring each piece of paper money by goods and precious metals was consistently
falling. Paper money as a sign of the value lost a clear correlation for which it, in fact,
was published — to provide the turnover. Paper money began to live its own
independent life, which was ruled not only by the laws of economics but also by
politics.

The new in M. Baludyanskyy’s proposals was the formation of such financial
policy that within issue of banknotes was able to keep a compulsory course. The
scholar denied the idea that in case of victory in the war, there would be automatic
liquidation of debt and the budget deficit. He supported Adam Smith’s views there
were in the formula “costs — the result,” and he argued that wars were so costly that
the quick return of financial costs was not expected even in case of victory. Later
military theorists, including Carl von Clausewitz, a German scientist, convincingly
demonstrated that from the first half of the nineteenth century military conflicts were
not spontaneous phenomena. The Great War was the whole mechanism constantly
spun in time and space and which required expenses that went far beyond the normal
budgetary capacity. According to M. Baludyanskyy, costs related to the conduct the
war will lead to an imbalance of long-term finance, which modem and future
generations will feel. His views do not lose their relevance even now.

As for the postwar stabilization of the financial system M. Baludyanskyy stood on
the positions of Adam Smith. According to them, no matter how large was politically
motivated denial of its state debt; it is economically feasible and even inevitable. The
specificity of Russia was the fact that the dominated form of deficit financing was
perennial direct emissions of excess money supply. Considering this, the scientist
called for financial reform. It as due to the fact that there was no other way in Russia
except excess emissions actually existed. To seek loans abroad was too hard because
nobody wanted to give them to Russia, especially since it became clear that the country
was involved in a long military confrontation in Europe.

After the conclusion of the Vienna Treaty in 1815, which summarized a line of
dramatic events in Europe, this opportunity appeared for Russia. The first who resorted
to loans was D. Guryev. However, the received the loan from the Netherlands did not
give the positive results. Then his successor
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directed efforts to stabilize the financial backing of the ruble by noble metal and
promised to introduce the direct exchange of paper money for precious metals. The
search for new deposits and the increase of extraction of gold for the decade since 1830
more than tripled (smelting of ferrous metals increased by 1. 5% per year) again brought
no success. That was due to the fact that Russia was not among the large gold mining
countries and could not justify its economic plans for stable and significant growth in
gold reserves. M. Baludyanskyy who worked in the group preparing the “Plan of
Finance for 1810” didn’t condemn D. Gur’ev’s recourse to loans. He pointed the need
for a clear plan for effective usage of borrowed funds, not rejecting the idea of
introducing a direct conversion of the ruble in silver, for which the loan was made in
the Dutch banks. He offered to broaden them.

The new Minister of Finance E. Kankrin (1823-1844) didn’t listen to the advice of
the majority of group members preparing the “Plan of Finance for 1810 and failed to
state secret loans from private banks. This was done probably not to introduce in
practice large-scale conversion of the Russian currency, but to use the massive socio-
psychological effect, that is by the statement about the beginning of the exchange of
paper money to increase the authority of the ruble. M. Baludyanskyy did not support
this adventurous idea from the beginning. Practice confirmed the doubts of the scholar.
Russian society was shocked when there were rumors that the individuals were invited
to put precious metals in treasury at interest to start the conversion not by the state gold
reserve, but to carry it as if population made exchanges with itself. The state in this
process was like the organizer.

Practice proved the accuracy of M. Baludyanskyy’s scientific views towards the
financial situation stabilization. It was made not under the influence of the financial
shares, but, as the scholar had predicted, as a result of general correction of affairs in
the economy. Measures to partial treatment rejected three decades of post-war monetary
reform failed to prevent the crisis. Although after years of hesitation E. Kankrin decided
to step into the spirit of M. Baludyanskyy’s recommendations. That was the step
consistent with A. Smith’s recommendations, which were supported by the Ukrainian
scientist. It was the step about the recognition of financial crisis by the state and lack of
effectiveness on its attempt to overcome it.

It should be noted that in practice the measures under the recommendations by
Adam Smith were made in the US after the war of independence. Here, in the history
of the world economy, for the first time it was observed the phenomenon that we now
call hyperinflation (the dollar in 1778 changed 400 times). Financial half-measures
taken by the US Congress quickly demonstrated its inadequacy to the scale of
inflationary woes. US
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authorities decided to conduct radical financial reforms. It was a classical example of
recognition insurmountable postwar financial crisis.

However, that was a unique case in the US history, which was not turned to the
American tradition. Some researchers, including M. Hendlinand O. Hendlin,
recognizing the post-war public debt so that it could not be overcome, offered to make
an exception for the United States. Their argument was that the US population reacted
with understanding and patience the difficulties which had arisen. It gave the state the
time and space to maneuver.

The presence of different views as to the fairness and practicality Adam Smith’s
postulate on the financial bankruptcy of the state shows its depth and inadequacy. M.
Baludyanskyy came from the fact that in the economy, particularly highly developed,
every phenomenon is a function of a number of variables that make multiple
adjustments to the action of the main factors in the actual implementation of simple
interdependence in theoretical terms, which A. Smith focused his attention on.
Actually, this was partly seen already by classics. This idea was accepted by the
Ukrainian scholar. Later, the issue of financial stability and the state of the debt will be
in the focus of prominent scholars and economists such as J. M. Keynes, J. Hobson, H.
Hilferding, I. Fisher and others. Their findings largely answered that for decades had
written to them representatives of the classical school of political economy.

Ukrainian scholar defended the idea that the increase in taxes as the main source
of replenishment of the state treasury, and the many duties of peasants hinder the
development of agriculture, especially in the rich lands of Ukraine. M. Baludyanskyy
criticized the poll tax as unfair, defended the need to abolish the natural duties as those
that weaken the farm. He insisted on the need to release the peasants from indirect
taxation of consumption. M. Baludyanskyy substantiated position about the negative
impact of serfdom peasants in the accumulation of capital, which is the basis for
production of material objects. He was consistently opposed against the state loan for
the development of free enterprise based on private capital accumulation. Working in
commissions on codification of laws designed a “vast memoria” about the liberation
of the peasants from serfdom and the introduction of the land lease.

M. Baludyanskyy became known in Europe through multifaceted activities in St.
Petersburg. We can say that he is the scholar and economist of European dimension:
his theoretical course of political economy and finance played a significant role in the
development of economic theory and education of young scientists’ galaxy. As a
statesman and reformer, professor, State Secretary and privy councilor, M.
Baludyanskyy had the
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progressive views, guided by innovative ideas of Western economists, many of whom
he correspondended personally with. He creatively applied the achievements of
science to modernize the economy and legislative support of economic development,
especially in the field of public finance.

M. Baludyanskyy died April 3, 1847 in St. Petersburg, and he was buried in the
Trinity-Sergius Lavra. Today at the Law Faculty of Uzhgorod National University
there is a scholarship named after M. Baludyanskyy.

The main works of the scientist: “The granaries” (1797); “National wealth.
Outline of different economic systems” (St. Petersburg, 1806); “National wealth” (St.
Petersburg, 1806); “Division and turnover of the wealth” (St. Petersburg, 1808);
“National wealth. The theory of Adam Smith” (St. Pb., 1808) and others.



BILIMOVYCH
Olexander Dmytrovych

(1876-1963)

/T> ilimovych Olexandr Dmytrovych is an outstanding representative of -*-'the Kiev
political economy school at the end of 19"century — the beginning of the 20™ century.
He was the first one who recognized and extended the ideas of margin theory, made a
significant contribution in the theory of prices development and the application of
mathematical methods in economics.

O. Bilimovych was born in 1876 in Zhitomir city. After finishing gymnasium in
1895, where he was one of the best students, he went to Kyiv to get a higher education.
At the insistence of his parents, he entered the Faculty of Law in Kiev University named
after St. Vladimir, and graduated from it in 1900. Being a student, he showed a great
ability in science. He was awarded with a gold medal for statistical research “Freight
movement in the Russia Railways” (published in 1902). As one of the best graduates,
he was invited to work at the university. In 1909, he obtained his Master’s degree, and
in 1915 he defended his Doctoral thesis.

The works of his favorite teachers — D. I. Pikhno, N. H. Bunge made a great
influence on outlook’s formation of the young scientist. This influence is manifested
in later works of O. Bilimovych written during the period of working at the university.
“Trying to apply our own theoretical structure in the form of possible exact schemes
brings us closer, — said Olexandr Bilimovych — with the economists of mathematical
school. But we have different views concerning the issue on measuring the intensity of
the needs and benefits of subjective value. “He was trying to prove that those values
were “only comparative, not measuring”. This statement was different from the
established opinion of the most economists and mathematicians and it confirms the
affinity of O. Bilimovych and his teachers’ views.

From 1909 to 1915 O. Bilimovych worked as an assistant, and from 1915 to 1918
he worked as a professor at the Department of Political Economics and Statistics and
continued to carry out teaching and scientific work.

In his early works the Ukrainian scientist investigated the problems of domestic
agriculture development. In his opinion, the prosperity as an object
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worthy of censure must be spoken about exploring the state of the villages but not the
cities. In particular, in a book published in 1907 “Tasks and legislation of land
management in Russia”, the scientist supported the program of Stolypin agrarian
reform, aimed to improve the economic system of the country. He analyzed the
disadvantages of agrarian relations as a result of land reform in 1861, showed the
incompatibility of communal land ownership according to the requirements of the
progressive development of agriculture and justified the need for private land
ownership. “You cannot love someone else’s as your own one — wrote O. Bilimovych
— and you cannot improve the land, which is in collective ownership or in temporary
use along with your own land. “ Therefore, he paid a considerable scientific attention
to the definition of objectives of land management commissions, determination of the
main areas of their activity and statistics improvement.

In the context of the ideas development of the Kiev political and economy school
O. Bilimovych published a scientific work in 1914 called “To the issue of the
assessment of economic benefits, ”” which became the basis for his doctoral thesis. The
Ukrainian scientist devoted the first part of this fundamental research to the coverage
of history teaching of needs, analysis of their essentialities, argumentation of needs
scale, the first and the second Gosse laws. In addition, he considered the problems of
mathematical methods implementation in economics. The most important aspect for
financial science was his analysis of the leveling utilities. According to this law, each
member of exchange aims to achieve a maximum benefit, distributing his funds
between different purchases. A purchaser expects to get the same satisfaction of each
amount of money, spent on each item he wants to buy. The scientist analyzes such
concept as purchasing ability, which is important in providing real money to the
household. That is the law of price unity follows from the law of replacement in
consumer goods. For the buyer, there is a certain price limit, beyond of which he will
not buy a product. For the seller, there is a certain price he wants to get, below of which
he will not sell the product. The price level is on the intersection of the buyers and
sellers interests, which corresponds to a combination of equal intensity utilities. This
level is the price that corresponds the same utility of purchases.

In the second part of the work, the author analyzes the concept of utility goods and
subjective value. It should be noted that O. Bilimovych’s views were in some way
mistaken. But it was a typical mistake which existed actually among almost all
representatives of the subjective theory of limit utility. Among these mistakes there
were the following: 1) the utility of the product is considered as a function of the
product quantity, which does not depend on the number of other goods that are
consumed; 2) “explanation” of consumer behavior faces the double opposition (one of
them says that utility
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theory is based on the doubtful and even wrong psychology, and the second one states
that the psychological aspects of consumer behavior are not related to objective
economic processes, that is independent of the subjective feelings); 3) “welfare” is the
sum of all individuals quantitative utilities which are to be measured, and optimal
distribution of resources is such that makes “welfare” be maximum in this sense.

In the third part of the work O. Bilimovych analyzes the concept of price and
objective exchange value. In his view, the researchers of the category turn their efforts
to determine the causes of equality between two numbers of values. Some of them were
searching the reason in spending equal amount of work, but others in equal production
expenses. There was even a dispute whether some values are transferred in exchange
for another one or the values are equivalent because during an exchange some of them
are provided by another while in reality there is no equality of two quantities of values
(equality in the objective sense).

Thus, giving a great importance to subjective value estimation, the scientist didn’t
deny the connection between the price and production expenses. In the modem sense,
it is that zero price below which it is not profitable to sell a product.

A special attention in this work is paid to the problem of margin theory- an
application of mathematical methods in economics. Analyzing the arguments in a favor
of such implementation, the Ukrainian scientist paid attention on the need of clear and
concise formulation of initial economic principles, laconic and accurate statement of
his opinion, a special method of wide range of readers’ persuasion in availability of
economic data for solution of economic problems, facilitation of interconnection
reproduction of various modem economic factors and the manner of their interaction,
the possibility of adding qualitative analysis of economic phenomena by deeper
guantitative analysis.

Mathematics can be used not only to analyze critical metrics but also for the study
of optimal decisions when choosing a preferable variant of a number of possible
versions. Their pithiness can be “explained” through evidence of given data and even
shown if a hypothesis is “right” or “wrong”, would be “acceptable” as reasonable or
“rejected” as “the only specific text that allows to evaluate the hypothesis
argumentation may be the comparison with its reality.

However, O. Bilimovych critically assessed the existing at that time approaches to
the application of mathematics in economics. In particular, he considered that the use
of mathematical methods in political economy required a rare combination of
knowledge in mathematics and political economy. He disagreed with the view of those
scientists who denied the expediency of mathematical methods application because of
the
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unavailability of presentation to the public, and the fact that everything which was
available in the works of economists, mathematicians, could be theoretically stated and
proved and without any use of mathematics. According to O. Bilimovych’s statements,
mathematical methods, including the differential calculation have an important place in
the economics. They are an essential tool for the analysis and transformation of
economics into a precise science. Ukrainian scientist defended his beliefs that
economists should be acquired in details with modern mathematics achievements. In
general, the level of economic multi-aspectness and relationships in the works of O.
Bilimovych are much higher than that of his predecessors, ones from Kyiv political and
economy school. They are more adapted to mathematical methods of formalization, but
they are generally examined in the traditional interpretation of the theory of value. It
gives the concept of O. Bilimovych a qualitatively new determination.

Working as a professor at Kyiv University named after St. Vladimir in 1916 in the
“University News” O. Bilimovych published an article “Social theory of separation” in
which he justified the necessity to regulate wages through the distribution of national
income and explored the possibility of including social and psychological elements in
the theory of prices, and as the result of it, he expressed his rejection of the doctrine of
“working fund”.

In difficult times of Ukraine formation as a state O. Bilimovych had many doubts
concerning expediency of radical social changes. Being a supporter of private
ownership, he did not understand the economic expediency of its nationalization. He
generally approved the reform activity of Skoropadskiy and did not admit the first steps
made by the Directory. Therefore, in autumn 1918 after the fall of Hetman Skoropadsky
government, O. Bilimovych left Ukraine and moved to Yekaterynodar and later to
Novorossiysk. It was a period of hesitation and searches unable to be fully engaged in
scientific activity, he was involved in the political life of so- called “white” Russia. As
one of the famous scholars, the university professor with high reputation, he was
entrusted to lead the work of the National Affairs Commission. Under his leadership
and active participation a summary of the commission work was prepared published in
early 1919 as a brochure “The division of the South Russia into the regions”. Its content
pointed about rather deep knowledge of the author concerning the issues of state
building. In his summary the scientist comprehensively analyzed all known projects of
unitary, federal and confederative structure of European Russia and offered criterions
of some regions separation. The proposals of the commission were so convincing and
reasonable, that they were supported by Denikin and formed the basis of administrative
division in southern provinces.
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The candidate of O. Bilimovych was supported by the “Council of Russia State
Association” during his nomination to run the Office of Agriculture and Land
Management of the “Special Meeting” led by the General Denikin.

According to his scientific beliefs the Ukrainian scientist belonged to marginalists
of the second stage, who in their studies significantly expanded the subject of study,
using methodological set of instruments, including systematical one due to the use of
mathematics opportunities and replacement of causal and classification analysis with
the functional characteristics of the relationship and interdependence of economic
indicators. Therefore, giving preference to the principles of economic liberalism,
holding the post of the head of the government, the agricultural scientist developed a
bill that protected the large landowning as more productive and effective form of
management in the countryside. However, the Ukrainian researcher departed from the
position of absolute preservation of a large landowning and acknowledged the
possibility of reconciliation with “illegal alienation of land”, which took place in
Russia. These ideas later were used by European countries, conducting social
transformation in villages.

Not taking the ideas of the Bolsheviks, after the defeat of Denikin in February 1920
O. Bilimovych went to Yugoslavia, where from 1920 to 1944 he continued the
scientific and teaching activities as the head of the Political and Economy Department
in Lublin University. Continuing in a foreign country an active scientific and social
activity, the researcher was the head of the immigrant cultural and educational
organization ‘“Russian Matice” and led the publication of “Blahovest.” In his
convictions, he remained the irreconcilable enemy of Soviet regime and actively
worked with the National Labor Union of the new generation.

O. Bilimovych tried to argue his beliefs from the scientifical point of view in
numerous articles and reports that were published in 1936 in Belgrade in a book
“Marxism”, where an acute and constructive criticism of Marxism was submitted as a
scientific system and revolutionary doctrine. Defining K. Marks as a follower of
classics who were engaged in “a basic problem of modem economic welfare and
income distribution and the problem of growing income between labor, capital and
land owners”, that is, between classes, O. Bilimovych criticized his theory of classes,
in which the central idea was the class struggle with a tendency to simplify and
polarization of society groups around the main classes of society. Therefore,
considering the obvious archaic of the Marxist principle of class struggle as the engine
of human progress and denying the possibility of cooperation between classes, the
scientist in contrast to Marxist theory saw the civil peace and social partnership as the
imperative normal development of human civilization.
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In his critical assessment of Marxism and opposing to monism of materialistic
understanding of history, O. Bilimovych advocated a comprehensive approach to the
analysis of socio-economic problems of society based on science understanding of
equality of all factors of social development: political, economic, ethnic and religious.
Using new methods of economic analysis, he treated economic life as a dualistic psycho
material process, the engine of which was not only material factors but also nonmaterial
desire and creativity of the people with intellect and will. A number of values for
consumption effects on the assessment of the usefulness from the point of author’s
view: if the intensity of need is permanent, in the case of increasing the supply of a
particular value a subjective evaluation of its usefulness is getting to decline, but the
decrease of the reserve is getting to increase.

In the work mentioned above Ukrainian researcher critically analyzed monistic
interpretation of value in accordance to which the production and exchanging of goods
are made according to the amount of labor time used for producing. O. Bilimovych
stressed that the exchange value is not the result of production and it is not created
before the exchange, but it appears in a process of exchange. Ukrainian scientist
defended the view that the price is not the result of exchange value, but the value is the
result of the price. The scientist emphasized, that the value is defined by the subjects of
business, based on the value of the benefits that are in their use to support their lives
and wellness, so it does not exist beyond their consciousness. He was convinced that
reducing the exchange value to a single source of its formation, i. e. labor, Karl Marx
hit the “trap” in his theoretical studies because he did not find an answer to questions
about the evaluation of work of various quality. It concerns also the evaluation of
socially necessary working time and the socially necessary labor costs.

Theoretical proved statements of the study, where labor costs are not property
common for all products, provide a reason to say that O. Bilimovych was a supporter
of marginalism. However, criticism of western scholars, who had exaggerated the
subjectiveness, as he believed, proved that Ukrainian scientist belonged to marginalists
of the second stage. He wrote that “incomparable quantities of subjective values for
different people make impossible to create the general subjective value of total benefits
for all society. All ideas about the social marginal utility and social value, which many
economists like, should be found false.

Having accepted the majority of Karl Marx ideas in “Capital”, O. Bilimovych,
especially his deep analysis of the capitalist mode of production, he supposed that
Marxists overestimated the role of labor in the creation of material and non-material
benefits and interpreted utility as the
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one which does not concern the exchange without any reasons. Ukrainian scientist
argued that the true value of benefits is dualistic, as the only organic combination of
subjective (the need, utility) and objective (a relative rarity, stock benefits, production
costs) makes it possible to explain the exchange points and market rates. The market
price is the result of the crossing of the demand that is defined by a limit utility and of
the offer price which is determined by the marginal cost.

O. Bilimovych criticized also the Marxist treating of distribution, considering that
in a free market economy they don’t buy the labor but the work (by the way, this
approach is also inherent to Adam Smith and David Ricardo), the price of which is the
salary, i. e. the price of labor. Supporting the views of contemporary Western scholars,
scientists believed that the capital profit, land rent, business profit are not the
deductions from the income of the worker, i. e. not an additional cost, which was made
by worker, but it is a natural reward for useful participation in general economic
process, which increases the overall product. Having recognized the effects of
exploitation in capitalist production and difficult situation of the general population
under the rule of capitalization, the researcher drew attention to the weakening trend
and even partial destruction of non-economic forms of exploitation through economic
reforms that could change the economic and social order that existed.

After the war, O. Bilimovych moved to Munich, where there was the greatest
accumulation of Russian and Ukrainian immigrants in the postwar years. From 1946
till 1947 he was a professor and later he got a position of the Dean of the Faculty of
Law and Economics, UNRRA (The United Nations Rehabilitation Administration)
organized for Russian immigrants. He worked here with such famous Ukrainian
financiers as E. Hlovinskyy, T. Sosnov.

Having more opportunities to carry out the research work during this period, A.
Bilimovych published his book “Cooperation in Russia before, during and after the
bolsheviks.” The ideas of this work have something in common with problems, studied
by A. Chayanov. O. Bilimovych devoted his research to the problems of the past,
present, and future of Russian cooperation. Considering the cooperative movement as
a factor in social progress and the way to the radical improvement of the agricultural
sector efficiency, he made a historic overview of the cooperative movement in Russia
and Ukraine and showed that during the life of one generation there had been a
remarkable success achieved. According to the scientist, the benefits of cooperation
are comparatively low prices for products and additional profits of its members.
However, according to O. Bilimovych, bolsheviks destroyed the true cooperation,
reducing it to just state one, and it retained only the visibility of its existence.



Financial Thought of Ukraine: Genesis and Development
64

Ukrainian scientist foresight that future recovering of the cooperative movement in
Russia would encounter considerable socio-economic difficulties was confirmed much
later. Ukrainian scientist did not lose optimism, he was convinced that in the future
cooperative sector would play such an important role that mixed national economy in
future would be cooperative in Ukraine and Russia.

Since the late 40s, after the currency reform in Germany and due to the multitude
of emigration, the number of students and professors in the Ukrainian-European high
schools has decreased significantly. After the finishing of classroom training, O.
Bilimovych moved to the United States for permanent residence. Due to his significant
scientific contribution and recognition the Ukrainian scientist at was invited by
University of California in Berkeley to conduct a seminar in Slavic Studies on the topic:
“Five-year plan of Yugoslavia in comparison with the Soviet Union’s five-year plan.
The following year he was invited to Stanford Research University in California. Since
1949 according to the rules of the university researcher could no longer remain as a
teacher, as he completed a teaching job and devoted himself to science and research;
he continued studying of economic problems in Soviet Russia.

Some theoretical summaries of the scientific developments were outlined by
Ukrainian scientist in this book “Economic system of liberated Russia” published in
1960, where he gave a detailed program of building new economic, social and political
society in post-Soviet Russia. On the basis of the theoretical framework of the Soviet
economic system, O. Bilimovych proved his own concept of economic development
based on the mixed system of economic management. The idea of the mixed economy
was relevant in Ukraine only in the 90s of 20"century and was raised to the level of
economic theory.

Based on the comparison of two management methods, the market (system of
economic liberalism, where the main driving force for progress is competitiveness) and
centrally managed (system of centralized strictly- directive planned economy), O.
Bilimovych examined their social and economic advantages and disadvantages; he
pointed out the need of developing in a “third way”. It is based on a mixed method of
management joining principle of freedom and the mechanism of market forces with the
principle of centralism and state regulation of the economy. Thus, the main problem of
civilization development of the new system, as he thought, was searching of the
reasonable economically proved “dose” of combination for market freedom and state
regulation, individual instincts that motivate people to seek for maximum prosperity
for themselves and their families with social institutions that are the basis of progressive
development. It is
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easy to imagine what level could reach the economies of the former Soviet Union
republics in the case of implementing these ideas of Ukrainian scientist.

Despite the contemporary political and economic recovery of the Soviet Union, O.
Bilimovych, due to its scientific foresight and deep understanding of the prospects of
the global economic system development, was convinced, that in the history of Russia
would come new post-communist era sooner or later. Actually, it happened 25 years
after the publication of the book “Economic system of liberated Russia. “ Being
confident in the anticipation of the future, the Ukrainian scientist analyzed all possible
combinations of further political and social economic development of contemporary
Russia. Under the first scenario, the Soviet government would exist for a long period
and would develop in two ways: 1) continuation of the former communist expansion
and imminent death of communism under the weight of its own budget waste and
inefficiency of the centrally-managed economy. This prediction was confirmed by
practice. 2) The communist world would remain in existing limits, blocked by the
highly-developed the USA and Western European countries with market economies.
In conditions of a confrontation between two antagonistic systems there would be also
two possible scenarios: 1) the Soviet government would not be going to make any
adjustment to the democratization of public life; 2) the Soviet authorities would be
developing to softening toward the political and economic regime. According to A.
Bilimovych, the latter variant was complex, inconsistent and highly unlikely. The latter
idea is difficult to accept, considering the example of China.

Under the second scenario, the Soviet government would fall quickly. There would
be two possibilities: 1) revolution from the top level, made by some progress organized
social force; 2) revolution from the low level, which would be the massive social
explosion, a kind of rebellion that could turn into chaos.

Obvious advantages of a democratic society and market economy were the basis
of scientific belief that under all possible circumstances, new post- Soviet authorities
require action program of country resettlement. According to the researcher, this
program should be comprehensive, formulated in order of the hierarchy of values:
religious, spiritual, educational, cultural, social and economic. Taking into
consideration the mentality of the nation and economic potential, the best way for the
Russia future renewed economy O. Bilimovych considered a completely new type of
mixed economy with private, cooperative and socialized sectors. He called such
economy “mixed economic system” and called for a reasonable mix of principles of
market freedom and state regulation based on deepening democratization of society
economic life. The effectiveness of this model and now is confirmed by some countries
with the transformational economy.



66 Financial Thought of Ukraine: Genesis and Development

O. Bilimovych wrote more than 150 scientific works in Russian and in many
foreign languages. Unfortunately, almost all the personal archives of the outstanding
Ukrainian researcher is outside Ukraine, i. e. in the collections of the Hoover Institute
of War, Revolution, and Peace (USA).

So, O. Bilimovych is a profound and original Ukrainian researcher, the author of
the fundamental research works of the theory of needs, utility, price, subjective and
objective values. The achievement made by the researcher was scientific argumentation
of the organic relationship, the interconnection of material and nonmaterial aspects and
sides of human life in civilized society. His constructive criticism of Marxist doctrine
and inefficiency of centralized economy (production, distribution and consumption of
goods carried out by the instructions and orders of the centralized authorities) which
suppresses the individual freedom and competition without offering for exchange,
equivalent in their effectiveness, mechanisms, made by the scientist under the rule of
communist ideology was also very important. It is necessary to emphasize again that a
scientific prognosis of the inevitability of the system collapse made by the scientist was
fulfilled.

Having based on the works of his predecessors and contemporaries, O. Bilimovych
defined the basic principles of labor economy, discovered the methods of its
optimization, proved the theory of cooperative business, objected the ways of its
studying and differentiation. The views of the scientist on the cooperation help the
researchers to understand its essence and nature, to orient the cooperative movement to
a new type of democratic development in the conditions of market economy
consolidation in Ukraine.

O. Bilimovych died in 1963 in California, USA, far away from Ukraine.

The main works of the scientist: “Commodity Movement in the Russia Railways.
Statistics Investigation “(Kyiv, 1902); “German Land Management Legislation. T. 1.
Section land “(Kyiv, 1908); “Land Management Tasks and Legislation of Russia”
(Kyiv, 1907); “Uprising of prices in Russia” (K., 1909); “To the Issue of Price of
Benefits. The first Part. Theory of Needs. The Concept of Subjective Value of Prices
and Objective Values “(Kyiv, 1914); “In Memory of D. I . Pikhno “(Saint Petersburg,
1913); “Division of South Russia into Regions “ (Rostov na Donu, 1919); “Property
and Land” (Rostov na Donu, 1919); “Revolution, Bolshevyks and Russian Economy”
(Rostov na Donu, 1919); “Marxism (a critique of presentation)” (Belgrade, 1936);
“Introduction to Economy Science” (Belgrade, 1936); “Cooperation in Russia Before
and After the Time of Bolshevism” (Frankfurtam Main, 1955); “Soviet Cooperation
after Second World War” (Munich, 1956); “Era of Five Years Planned Economy in the
USSR” (Munich, 1959); “The Economic Structure of Liberal Russia” (Munich, 1960),
and others.



BOHACHEVSKYY
Mykhaylo Borysovych

(1908 —1968)

ohachevsky Mykhaylo Borysovych is a Ukrainian scientist financier
ho made a significant contribution to the theory of public credit and
budget.

He was bom in the city of Pervomaisk, Mykolaiv region on March 30,
1908. He received his primary education in his hometown. The difficult
financial situation of his family forced M. Bohachevsky to start an early
career. As soon as opportunity presented itself, he entered the Odessa
Institute of National Economy and graduated successfully in 1930. From
1931 to 1941 he worked as a teacher in Odessa higher educational
institutions. At the same time, he was actively engaged in scientific
activities. After the war and till the end of his life he worked in Lviv Trade
and Economy Institute as the Head of Finance and Credit Department. He
knew English, German and French.

M. Bohachevsky scientific interest was to study financial and credit
problems of the developed capitalist countries, finance and credit of the
USSR, and financial management of the USSR consumers’ cooperation.

Among the Ukrainian and Russian economists -financiers, he was one of
the best experts in the public finance of developed capitalist countries, in
particular of the United States and England. His scientific contributions
dedicated to this subject include following works: “Finance of the USA and
England during the Capitalism General Crisis” (1954); “Budget of the
Capitalist State” (1960); “The State Credit in Capitalist Countries” (1966).
These works were written in the spirit inherent to Soviet times: critical
perception of capitalist reality, the vulgarization of Western economic
theories. However, use of primary sources made it possible to implement and
convey budgetary analysis of market relations to the reader under ideological
stratification. Questions about state budget formation, tax policy, public
credit, state capital export were the most deeply analyzed. Under the
conditions of artificially created information blockade by the Soviet
government, this heritage gave the opportunity to learn about the
organization and market mechanisms of state budgeting.
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Analyzing state credit in his book “State Credit in Capitalist Countries”, M.
Bohachevsky reveals its unity with the private capitalist credit as a form of loan capital
movement and stresses the unity of their sources, which is supplemented with the unity
of money market. “These sources are known”, said the scientist, “they are temporarily
freed capitals in the industry and trade capital cycle, rentier capitals, deposits and other
income strata of capitalist society.” However, the scientist points at specific sources,
namely “public insurance costs, state enterprises reserve funds and others.”

Most of the government loan bonds are the subject of stock exchange transactions.
However, as M. Bohachevsky notes, the system of public credit is interwoven with the
banking system: the bulk of issuing banks’ funds and the most of commercial banks’
resources are invested in government securities; government securities are
implemented in the money market, the proceeds from the realization concentrates on
the current accounts of the treasury; interests are paid on government bonds; redeem
and maintain an accounting of short-term and other treasury debts. The difference
between state and private credit was in its use. So, to return the loan amount to the
lender and to secure interest payment, the state resorts to levy additional taxes. As M.
Bohachevsky noted “state credit is a specific form of loan capital movement which is
accompanied with the unproductive use of borrowings and increased tax levy.”
Unproductive use of funds and accumulating them through government loans define
the nature of treasury bonds as a special kind of securities (according to Karl Marx,
“paper duplicates of destroyed capital”), the interest on which is paid by taxes from the
population. Therefore, according to the scientist, “increasing public debt shows the
destruction of real capital.”

According to M. Bohachevsky, the main reason for public debt growth is a
permanent predominance of government spending over income and this discrepancy is
both a cause and a consequence of “state loan system.” Increasing interest payments
become the cause of new deficits and loans.

Analyzing the relationship between government debt and taxes, M. Bohachevsky
points out that the current tax system became the necessary prefilling system of state
loans. However, their close relationship does not indicate their identity. The first
difference which drew scientist’s attention was that “tax finds money even if there are
not enough, and loans take capitals where they could be found.” The second difference
is that “the capitals which are mobilized by the state with the help of issuing loans are
returned to their owners after a certain period... together with interests, while taxes are
taken without return.” The third difference according to the scientist is that “loans are
usually located on a voluntary basis, taxes are levied compulsory.” Finally, the issue
of loan enables the government to
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mobilize huge sums of money in a relatively short period of time, while the introduction
of new taxes and their collection requires more or less long period of time.

M. Bohachevsky exposes the relationship between state lending operations and
inflation deepening. It contributes to issue loans of paper money in circulation.
“However, the scientist mentions that tangible assets acquired by the state amounts
proceeded from the sale of debt do not become the object of wholesale or retail trade.
Therefore, they do not cause the need for additional means of treatment and payment.
As a result, impaired circulation channels are full of money”. Indeed, stable currency
is impossible if the increasing quantity of money in circulation is due to primarily
chronic funding deficit. The rise in public debt and additional issue of paper money
lead to inflation increase, higher commodity prices, real wages, and real incomes
falling.

The scientist emphasizes the relationship between the value of public debt and the
state dependence of financial oligarchy; this is the very system of public credit. “The
more the debt of the bourgeois state and its local authorities increase, the scientist says,
the greater their dependence on banks and other capitalist monopolies (major buyers
and holders of government securities) is”.

In his work “The Budget of Capitalist State”, M. Bohachevsky exposes the budget
essence of the state with a market economy. According to the author, this is “a set of
numbers, which describes the amount and structure of state revenues and expenditures
for a certain period, usually a year”. The scientist reveals its basic construction
principles: completeness, unity, reality, transparency and publicity. The first of them is
that the budget “should cover all income and expenses of the state in full.” There are
extensive (when the budget includes all types or items of income, although the volume
of each of them can be incomplete) and intensive (each type or each article of
government revenue and expenditure is included in full) budget completeness. The
principle of budget unity involves “unification of all the deducting estimated income
and expenses in a single document and a single classification.” As for the reality of
budget, M. Bohachevsky agrees with the famous statement of Marx that “perhaps there
is no more cheating than the so-called finance”. The principle of budget transparency
and publicity, according to the scientist, provides budget debate publicity in the
legislature (parliament) and mandatory budget publication for universal information.

M. Bohachevsky analyzes specifics of developed capitalist countries’ public
budgets construction in detail. The peculiarity of the US state budget law is that it does
not include all revenues and expenses. As the scientist
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mentions, the Congress considers and approves state revenues separately from public
spending. Thus, not all the budget revenues in their entirety are approved, but new
taxes and other changes in the current tax legislation. The same applies to budget
expenditures.

The expenditure of the federal budget, as the scientist shows, consists of disparate
acts on the annual allocations provided at different times by the Committee on
Appropriations House of Representatives for approval. The US president in his budget
message to Congress delivers consolidated data on federal revenues and expenditures
just for review. The scientist highlights the peculiarity of the United States budget
policy, which is the formation of extra-budgetary funds and provides financial
autonomy to public corporations, businesses and institutions that are independent, so-
called commercial estimates. The latest are reflected as a balance amount in the federal
budget, contrary to the fullness and unity of the budget. Extra budgetary funds: credit,
for target financing; special, for covering certain costs; working capital, for financing
goods production or services; deposit, for temporary storage; operating, for advance
payments during certain activities are used by the government “to bypass parliamentary
control.”

British budget, as M. Bohachevsky mentions, also consists of several estimates.
Chancellor of the Exchequer gives income and expense report to the House of
Commons. Its peculiarity is the division into two sections: income and expenditure
section, which is called the budget “over the limit”, and income and expenditure section
which is called the budget “on the limit” (balanced articles). In the revenue section of
the budget “over the limit” tax revenues, net postal revenues and other “ordinary”
treasury incomes are reflected. While in the expenditure section the royal palace
maintaining costs and interest payment on the loan, military spendings, state apparatus
maintenance costs and others are reflected. “Under limit” affects the operation of
treasury issuance and repayment of government loans, lending to local public
authorities, subsidizing nationalized enterprises, partial tax return paid by capitalists,
military expenditures compensation and other.

Scientist draws particular attention to the practice of additional loans and special
funds in England. He shows that there are four types of such loans in England: 1)
additional loans to cover annual costs, which are not budgeted; 2) extra-budget credits
for costs that have been implemented by the government in the last budget year without
prior Parliament’s permission; 3) loans to cover military expenses in wartime; 4)
emergency grants to cover one-time costs (foreign country loan and so on). Different
“additional incomes” (income from a property sale, rents, fines, etc.) that are attached
to institutions where they come in addition to budgetary loans granted by Parliament
belong to special tools.
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Ukrainian scientist analyzes the practice of budget indicators engineering in market
economy countries: automatic method means that the last fiscal year performance
figures are taken for budget assumptions value for this article; method of averages
means that the average reporting data for several previous years is taken as a basis;
majoration method (in the case of economic growth) means that the sum which is
determined on the basis of the income average rate or expenses for the number of
previous years is added to reporting year data, and moniration (in the case of decline)
means that the average reduction of revenues or costs for previous years is taken into
account; direct assessment method is the combination of above- mentioned methods,
sometimes it is called “free creativity”. The last is used in the United States, England,
West Germany, Italy, and in many other market economy countries. According to the
scientist, the most important motive for using this or that government budget
engineering method is its benefit.

M. Bohachevsky approves annual Parliament budget discussions and confirmation
not to violate the requirements of budget unity and balance. The scientist does not
support foreign economists’ idea to replace those requirements with new principles of
budget plurality, its systematic deficit, and cyclicity. In modern times of permanent
economic shocks, the idea of financial resources formation from the budget surplus,
generated during periods of economic growth to cover budget deficits during the crisis
and depression, attracts practitioners and theorists more and more. The principle of
“annual budget period” is violated by nearly all market economy countries, especially
by the US, where in addition to annual appropriations are appropriations which validity
exceeds two years, and also unlimited in time appropriations. In such a case, Congress
determines the overall amount of loans without limiting distribution of budget periods
(years). The principle of “annual budget period” is violated by American scientists too.
The two- year budget period is still in 42 USA states, and Alabama budget is four years.
M. Bohachevsky opposes “deficit financing”, although he concludes that “balanced
budgets became a relatively rare phenomenon.” Thus, from 1914 to 1958 there were
29 deficit and 16 balanced budgets in the US, 31 and 14 in England, 41 and 4 in France,
45 and 0 in Germany, 43 and 2 in Italy. We can say that the “budgetary balance” has
completely lost its importance now. To provide the lowest deficit is the first question
at the beginning of a fiscal year. Instead of balancing the budget, according to R.
Lindholm “budget must balance the economy.”

M. Bohachevsky expressed his views on tax theory in the work “Capitalist
Countries’ Taxes” (1961). The scientist emphasizes that taxes are the economic basis
of the state existence, financial base for all its functions
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realization in the book. According to Ukrainian scientist, increased production based
on military orders “houses reasons that cause internal market narrowing and eventually
results in new crisis maturing”. Indeed, the practice of recent years clearly showed that
arms race can’t save the country from economic crisis. Temporary recovery deepens
disproportion between growing production opportunities and reducing relative solvent
expense in prospect.

Criticizing market mechanisms of weakening cyclicity reproduction, M.
Bohachevsky acquaints the reader, who was in ideological claws of Marxism-Leninism
with them. In particular, he reveals the monetary policy tools of the issuing banks,
which provided value to “policy of maneuvering interest rates and open market
operations with securities, mainly with government bonds. To overcome the crisis and
expand lending to the economy of issuing banks it was recommended to cut interest
rates and to buy up securities. Interest rates should be raised and securities should be
sold to curb the “boom” and to limit the loan.”

Ukrainian scientist accepted E. Hansen, P. Harris, P. Samuelson, K. Pull and other
scientists’ proposals on the need to reduce tax rates on large incomes, to expand the
practice of accelerated depreciation of machinery and equipment and to provide new
tax breaks to capital owners critically. It was rather an ideological approach than
scientific. This policy was implemented by the US President Kennedy in his crisis
overcome program. He recommended the Congress to pass a law about tax exemptions
of the considerable part of the profit which was directed at investments, immediately.
Taxes were declared as “the major tool” of economic stabilization in England. The
Income Bill approved in the House of Commons on April 1961 gave the right to
English government to change indirect taxes on consumer goods and enter, if
necessary, a special tax on wages during the budget year to regulate the size of effective
demand and market conditions.

M. Bohachevsky considered taxes as the main instrument of national income
redistribution in the market economy. Analyzing direct and indirect taxes, the scientist
notes that “indirect taxes are one of the main price rising factors for mass consumption
articles.” He emphasizes their regressive nature, although they range from 60%
(France) to 75% (Italy and Germany) in state budget, “The lower taxpayer’s income is,
the greater share of his income he has to give to the treasury in the form of indirect
taxes; and conversely, the larger the payer’s income is, the smaller share of his income
indirect taxes absorb.”

According to Ukrainian scientist, direct taxes, which are based on the direct
taxation of taxpayers’ income and property, hinder production, domestic and foreign
trade less than indirect taxes. M. Bohachevsky is a
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progressive taxation fan, while he considers the social aspect as an argument. Besides
the fact that direct taxes are not so easily shifted, “in the case of direct taxation of
personal taxes, says the scientist, there is an ability to take into account financial
situation of the payer, his family composition and several other conditions that
completely disappear in indirect taxes.” The best object of taxation for income taX is
“the total income of the taxpayer or certain types of his income.” However, progression
does not grow indefinitely. M. Bohachevsky believes that “threshold progression is set
in every taxation scale that meets certain income limit. Revenues that exceed lliis limit
are taxed at high, but proportional tax rate.”

Educational activity encouraged M. Bohachevsky to provide students with
adequate level textbooks to study financial credit Soviet relations. The result of it was
the publication of textbook for higher educational institutions of consumer cooperative
“USSR Finance and Credit” (first edition 1964), which withstood two editions.

M. Bohachevsky made a significant contribution to the study of financial
cooperation development. The textbook “Consumer Cooperative Financing and
Credit” (1959) and a number of textbooks for higher education were issued under his
leadership and with his participation. His scholarly works on financial problems in the
USSR were published in central journals: “Soviet Finance”, “Money and Credit”,
“Economic Issues” and others.

Mykhaylo Borysovych died in 1968 in Lviv, where he was buried.

The main works of the scientist: “Finance of the USA and England in I he Period
of General Capitalism Crisis” (Moscow, 1954); “The Money Essence and Functions in
the USSR (Lviv, 1957); “The Capitalist Country Budget” (Moscow, 1960); “The
USSR Finance and Credit” (Moscow, 1964, 1969); “Capitalist Countries’ Taxes”
(Moscow, 1961); “State Credit in Capitalist Countries” (M., 1966) and other.



BUNGE
Mykola Khrystyyanovych

(1823-1895)

I'T) unge Mykola Khrystyyanovych is the founder of Kiev political m*-* economy
school and a world-renowned scholar. He made an important contribution to science
as an economist, financier, statistician, prominent public and state figure. Mykola
Bunge was bom on November 1 1, 1823, in the Kiev Lutheran family of immigrants
from Eastern Prussia, who settled in Kiev in the middle of the 18™century. Future
scientist’s grandfather, Georg- Friedrich, was the founder of Bunge Kyiv Evangelical
Lutheran community and the owner of the first city private pharmacy at Podol. Large
Bunge family (eight sons and four daughters), which reared the pleiad of prominent
Ukrainian scientists of that time, was distinguished by high erudition, charity, desire
for knowledge and high moral virtues. The head of the family, Georg-Friedrich, gained
great respect and citizens’ recognition. The Bunge family received an honorary public
recognition by Noble Assembly Resolution in 1791, it was registered in the book of
Kyiv province generations. Khrystyyan-Georg (1776-1857), Mykola’s Bunge father,
studied in Kiev and later, at St. Petersburg Medical Surgical Institute (1792-1796). He
continued to study at the University of Jena in Germany (1796-1798), where he
obtained a medical degree for the thesis “Epidemic Diseases in Kiev.”

Acquiring a decent education in the family, M. Bunge entered Kiev First
Gymnasium in 1841 and graduated with honors. He was the best student from the
beginning to the end of his study in the gymnasium, showing exceptional intellectual
abilities. M. Bunge wanted to follow his grandfather, who had a law degree, and
entered the law faculty of the Imperial University of St. Volodymyr in Kiev in 1841,
where economic sciences traditionally were read. Within the walls of this university
M. Bunge became interested in the economy and economic theory problems. He
graduated successfully in 1845 and received the title of Candidate of Law. In the
autumn of the same year, he received a referral for a teaching job.

During 1845-1850, he worked in Prince Bezborodko Law Lyceum in Nizhyn
where he taught treasury management laws and left a vivid impression of his teaching
in the students’ environment. M. Bunge was
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recognized as encyclopedist among colleagues. Due to familiarity with the European
economic thought and theoretical faculty achievements, besides set lyceum program,
he lectured political economy and statistics which caused great interest and admiration
of students.

Education and interest in progressive ideas distinguished M. Bunge among
teachers. This enabled him to rally around progressive youth, some teachers and
community leaders, which were united by the opposition to the existing despotism,
corruption, feudal tyranny, atmosphere of advanced, progressive social initiative
suppression. Young, captured by scientific research M. Bunge brought to Nizhyn
public life the ideas of Europeanism and interest to the phenomena of Western life and
science. Ukrainian scientist was a missionary of European science and citizenship.
Knowing French and German, Ukrainian scientist tried to share the treasury of
European economics with students.

After successfully passed exams in 1847 M. Bunge defended his master thesis “The
Study of Peter the Great Trade Legislation Principles” and gained the title of Master
of State Law. In December of the same year, he was appointed as professor of the
lyceum, a post which he held until 1850 and began the work on the theory of credit
study.

Love for youth, their progressive thoughts support, and talent promotion preserved
in M. Bunge even after his job change. In 1850, he was appointed as assistant professor
of Political Economy and Statistics Department at Kiev St. Volodymyr University. It
was a huge trust to the periphery scientist and his scientific talent recognition. M.
Bunge became more engaged in scientific activity and in 1852 he defended his doctoral
thesis “The Theory of Credit” published as a book in the same year. The depth and
breadth of set problems analysis were noted in the scientific community. Therefore, its
publication put the author among the number of outstanding domestic economists-
financiers of his time. After the successful public defense M. Bunge was confirmed as
a professor at Kyiv St. Volodymyr University until his appointment as Minister of
Finance in 1880.

M. Bunge began his teaching activities at Kyiv St. Volodymyr University at the
Historical-Philological Faculty, where he taught political economy and statistics. In
1863, these disciplines were passed to the Faculty of Law and M. Bunge moved to that
department. Since the beginning of lectures on police law, the Department of Political
Economy and Statistics was renamed to the Department of Police Law (1869). M.
Bunge worked in this faculty almost three decades, from early 1850 to 1880. Not being
a brilliant lecturer, he attracted students by independently developed original courses
of lectures on political economy, police law (administrative), statistics where he was
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able to instill higher educational ideas in their souls without unnecessary words.

M. Bunge was the first in the University who introduced practical classes with
students, which were only spoken about in the university, on his own initiative. His
lectures for students were always distinguished by extraordinary clarity, logic, richness
and conciseness of teaching material that gained enormous prestige among the
audience. Due to communication with students he knew perfectly their problems and
tried to express them publicly. In 1850-ies the scientist initiated the discussion on the
role of universities in the civilizational development of the society, about the content
and nature of higher education, the ratio of scientific and educational universities’
functions. In some of his articles, he revealed his views on the need for changes in
approaches to Economics teaching. In 1857, he addressed to the leadership of the Kyiv
St. Volodymyr University with the report program “About the Place that Political
Economy Takes in the Public Education System and about Its Attitude to Practice”.
The program was published in the university printing house and contained reasoning
of scientific and practical importance of economic education and program directions
of its development. His articles “About Studies Organization in Our Universities”
(1858), ’About the Current Trend of Russian Universities and Higher Education
Needs” (1858) “Letters to Rector” (1858) were devoted to the issue of university
education.

Ukrainian scientist advocated restoring European standards of university
autonomy, the democratization of governance, strengthening the link between higher
education and practice, increasing specialization of teaching, increasing government
and public attention to the material needs of students, differentiation and improving
multi-level university education. Understanding the need for change in education under
the influence of social transformations and the demands of life, clear position and its
open expression strengthened and spread M. Bunge’s authority as a teacher and
economist. All this contributed to the fact that M. Bunge succeeded I. Vernadsky and
headed the Department of Political Economy and Statistics. In his future work, he
managed not only to keep the traditions of teaching sciences so that they meet the
requirements of most modern knowledge, but also helped to transform the department
into one of the leading scientific centers of economic science not only in Ukraine, but
also in the scale of the Russian Empire. None of the professors had so many disciples
and followers as M. Bunge. The establishment of Kyiv Political Economy School was
accepted as a scientist’s achievement during his life. This rather large vocational and
professional research center of talented Ukrainian scientists was formed in the walls of
Kyiv St. Volodymyr University in the last third of
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the nineteenth century. It showed the presence of mature independent scientific schools
in Ukraine. M. Bunge disciples and followers who were motivated by the critical and
creative perception of contemporary world economic theory key areas (classical
political economy, historical trend, marginalism) openly expressed their views on some
problems of theory and practice. They formed the basis. Professors Pikhno D.,
Antonovych A., Bilimovych O; scientists of Kyiv St. Volodymyr University
Sydorenko G., Tsekhanovetskyy G., Patlayevskyy 1., Tarasov M., and others were
representatives of Kyiv Political Economy School founded by M. Bunge. Kyiv
scientific school tried to bring theory to practice, not to be an enigmatic formula that
does not solve vital issues for the general public. It gained world recognition.

M. Bunge led St. Volodymyr University as rector for three terms from 1850 to
1870, as the renowned scientist and recognized humanist and democrat among
colleagues. In terms of the attack on the democratic principles of university education
in 1859-1862 years, when university government was abolished, M. Bunge led the
university at first, becoming the rector for the purpose intended. Honorable rector’s
behavior (he represented not only government interests, but also University interests)
contributed to the fact that after returning universities’ suffrage, he was twice elected
rector of this prestigious University with renowned scientific traditions (from 1871 to
1875 and from 1878 to 1880). It was the convincing evidence of his high prestige and
recognition. Performing duties of St. Volodymyr University rector, he played a
significant role in the development of university education system to which he tried to
give internal autonomy. He was directly involved in the development of its institutional
and legal framework and actively promoted reforming and democratization.

Respect for the individual and the recognition of civil equality that were
characteristic of M. Bunge defined its prominent place in the galaxy of prominent
university teachers of the late nineteenth century. During scientist’s creative activity
period, the defining traits of his scientific, pedagogical, organizational and social
activities were high educational ideas, close relationship with practice and humanism.
Due to academic recognition and high pedagogical skills of the scientist, Princes’
economic education was entrusted to him twice. It had a social significance for Russia.
In 1863-1864, M. Bunge taught the son of Alexander Il, Prince Mykola, political
economy and finances. In 1886, he taught future Russian Emperor Mykola Il the course
of political economy. It was a special order because only a few scientists dared to
express their views on the satisfactory princes’ performance of public duties. M. Bunge
was able to give knowledge to the listener through the sources that have been
recognized all over the world.
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One of these sources was the book of German financier Carl von Gok “About Taxes
and Public Debt”, issued in Russian language in 1865 in Kiev. Without giving estimates
for its scientific level, contemporaries note that the country, whose leader would learn
Gok’s views on taxes and state economy, could be happy.

With the talent of a scientist, M. Bunge couldn’t not to respond to burning issues
that society and theoretical science solve. The breadth of scientific interests and active
citizenship distinguished him from the circle of contemporaries. The scientist laid the
foundations of national economic science in its major sectors (political economy, credit
theory, finance, money, statistics theory) by his fundamental scientific works in which
he tried to analyze the most burning phenomena of life. Broad-mindedness and
thoroughness in M. Bunge studies were the basis of his works popularity which were
reprinted during the scientist’s life. The university course on police law, which in
addition to the theoretical part contained an overview of economic history, studies and
opinions on the financial system, peasant and labor laws of the Russian Empire, was
developed by M. Bunge and was issued twice in 1860—1870-ies. in Kiev. The course
of lectures had a great popularity not only among students and faculty but also far
beyond. The first and the second editions of “The Course of Statistics” (1865 and 1876)
were with equally profound content and original approach to the material presentation
developed for Kyiv St. Volodymyr University students by M. Bunge. It was the first
national university textbook on statistics in Ukrainian economic literature.

Most of M. Bunge works were dedicated to critical analysis of world economic
thought achievements and its history such as “The Harmony of Economic Relations.
Carey First Political Economy System, Described by M. Bunge” (1860), “John Stuart
Mill as an Economist” (1868) should be mentioned among them.

Scientist’s theoretical outlook had a certain evolution, from the imitation of
political economy classics to the original and distinctive foundations of Kiev school
formation. His work “Political Economy Principles” was published in 1870. Scientist’s
independent way in the development of methodological and practical issues of
economic theory is viewed in the book. The main scientist’s political economy views
are systematically outlined in it. Knowing several foreign languages, he was able to
read original works of various kinds of world economic thought representatives
personally. His last fundamental work, “Political Economy Literature Sketches”(1 895),
in which scholar’s inherent spirit of research and criticism is clearly viewed, was the
evidence of M. Bunge direct appeal to the world
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economic science wealth. It contains the detailed analysis of the main research
directions in their historical development.

During the difficult period of civilization principles establishment in society,
(1850-1870 reform years) M. Bunge distinguished himself not only as an outstanding
intellectual and liberal social activist, but also as gifted publicist who spoke “kind
words” on the most complex and acute socioeconomic and socio-political problems in
Ukraine and Russia.

Promoting advanced progressive democratic principles in his numerous
publications, scientist vividly responded to acute and pressing problems of reforming
the semi-feudal economic system that existed, justifying the feasibility of a radical
change in economic and legal relations of Ukraine and Russia. However, understanding
the complexity of social capitalist transformations accompanied by manifestations of
social antagonisms, Ukrainian scientist made a sharp criticism of Social Utopianism
and Marxism ideas that have spread in scientific community emphasizing the
unfounded promises of universal human happiness in the ideal future society. “Society
of welfare, said M. Bunge, is the result of continuous joint actions of the government
and the people.” He argued that utopian ideas generate illusions and deprive people of
real life landmarks and turn into all- embracing state dictate and fundamental rights
and economic freedoms suppression. The scientist was a supporter of the organic
combination of market liberalism principles and ideas of national statehood. However,
M. Bunge works of pre- and post-reform period of Ukrainian economic development
were dedicated to a wide range of pressing economic problems: railways and industry
development, industrial enterprises establishment in the form of joint stock companies
and businesses, pricing problems, foreign trade and so on. Understanding the
relationship between the real economy and money economy, he performed as a staunch
and ardent supporter of market-based financial and credit relations development,
reforming on the tax system fairness principles, banking system modernization (all
taxes should be paid depending on income), state fiscal policy rationalization.

Due to series of scientific works on paper money “About Metallic Circulation
Recovery in Russia” (1877) and “About Constant Currency Restoration in Russia”(
1878) and a number of studies in finance [“National Accounting and Financial
Reporting in England” (1890), “Study on the Tax on Salt Recovery” (1893) and others]
M. Bunge holds a prominent place in the history of national finance. His doctoral thesis
“Theory of Credit” (1852) became the first basic research of the credit relationship
system and credit institutions in national and Russian science. He outlined his views
on the development of monetary circulation and general theory of money. Based on
the theoretical achievements of the European classical economy, the scholar
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revealed fundamental theoretical problems of credit essence, consistently and logically
researched its origins and history and deeply analyzed economic characteristics of
credit activity and fundamentals on which it is based. In his works of financial
direction, the scholar thoroughly explored basic forms of credit (commercial, land and
state credit), thoroughly analyzed the economic value of the loan, comparing it with
the wheel invention, its wide-ranging impact on the overall economic and social
development. Revealing the nature of loan and its mechanism of influence on the social
reproduction process, M. Bunge has shown conclusively that credit relations
development will enable national economy with the help of marketing methods to enter
the path of the productive forces rise, active accumulation of capital, their application
for large investment projects implementation (railways construction, industrial
development, the rise of other economic sectors), and will also contribute to the overall
national wealth growth.

The credit identification with capital, wealth and giving it an independent force that
is able to enrich the country aroused sharp criticism. Mercantilists pointed at this credit
connection with a social production. M. Bunge considered their views critically, to his
mind they were “permeated by the sincere belief in miraculous, magical power of
credit.” He rejected the idea of extending loans by issuing unsecured notes.

Most of his scientific and journalistic works (1850-1870) were dedicated to credit
banking and financial systems reforming as the basis of credit. Based on the special
role of credit in business development, routine economic overcoming, industrial
stagnation and apathy, M. Bunge assigned a central place to such urgent issues
development as public finance, fiscal policy, reform of financial institutions system
and establishment of private banks, development of commercial lending, restoring
circulation of a subsidiary monetary unit on gold and other. Circulation credit facilities,
according to scientists, are much more than money in the transaction understanding
“promote capital movement, production enhances, savings accumulation, reducing
capital power over labor and economic independence achievement.” Under the
influence of these new concepts the theory of credit has to go from the public economic
to the private economic sphere, from money and means of circulation to capital and
labor sphere.

Trends of financial reform in Russia developed by M. Bunge and proposed to the
government for practical implementation were based on the powerful theoretical basis,
the latest achievements of world financial and economic thought and profound
scientific awareness of objective laws of civilized society social and economic
development. The theoretical basis of his original reform ideas was the treasury of
world economic theory: achievements of English classical liberalism (Bunge was the
follower of the
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classical school interpretation of the credit nature), nationally oriented ideas of German
historical trend, socially oriented current European reformism.

However, M. Bunge went further his predecessors, finding out the difference
between the loan and real capital. He considered institutional and economic credit
aspects broader. M. Bunge defined the role of traditions, habits, trust and fixed legal
obligations as moral legal credit fundamentals. Then he referred to its economic
fundamentals definition, the need to implement, which is the fulfillment of agreement
terms. Pointing to limitations of some theories and their unilateralism, M. Bunge
always went out of national economy specific historical circumstances, adjusting his
theoretical setups in a time, considering the newest theoretical heritage in his financial
and economic reform activity. The program of Russian and Ukrainian economy reform,
proposed by Ukrainian scientist, was comprehensive and reflected not only the
humanistic scientist’s outlook, but also the common sense of economist pragmatist who
sought to apply the experience of economically developed countries, taking into
account national peculiarities of historical development. The scientist linked economic
renewal of the country with private initiative and entrepreneurship promotion in all
sectors of economic life. M. Bunge stressed on the need for optimum interaction
between the market economy, which makes it possible to implement private initiative
fully and government regulation.

Substantiating decisive credit role in stimulating economic development, income
growth and mitigating social contradictions, M. Bunge called on the government to
abandon the treasury system credit, which “can not compete with the private interest
energy and agility.” According to the scientist, “government would receive more
serious assistance from free banks than that of the State Bank treasury and industry
could find credit, adapted to the conditions and needs of people’s life. The credit would
convert people’s savings, which often remain dead capital, into the productive force.”
The combination of commercial credit with numerous “public responsibilities” leads to
the fact that state banks “firstly destroy the industry to support finance and then do not
help finance but support stagnation in the economy.”

Aware of the credit system pervasive influence on the development of the national
economy, M. Bunge drew attention to the need for state regulation of credit relations
in order to prevent banks conversion on the instrument of speculation and easy money.
“The law, as far as possible, should provide security to banks authorized capital,
promote lending industry, and eliminate speculative exploitation of national welfare.”
However, recognizing the need for regulatory legislation and administrative
supervision of private banks functioning, he pointed to the danger of over-regulation
and stressed on the
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importance of personal initiative in the field of economy, considering private credit
one of the major economic life incentives.

Scientist’s innovation turned out in proposed changes to the tax system principles,
where M. Bunge attached great importance to indirect taxes in public revenues. In
particular, the scientist supported the idea of excise duty on alcohol and tobacco
introduction at state-level, as extremely profitable budget items. However, defending
the idea of people’s welfare increase, he opposed the establishment of the excise tax
on salt and excise duty on sugar increase, because they refer to essential goods.

Analyzing the other sources of sufficient state budget formation, M. Bunge
provided a special significance in the system of financial revenues to customs tariffs,
indicating their importance for treasury replenish and economically justified
protectionist policy realization.

The scholar outlined his scientific developments, suggestions and reflections on
the weaknesses of the existing financial system and the need for its restructuring in the
lectures from police law course, which were issued twice in Kiev in 1860-1870. The
scientist developed specific practical recommendations for the government to
overcome the disastrous financial situation in the country: he raised the question about
the need to focus all state economy sectors in the financial department management for
strengthening the control over state financial resources use; the primary task was to
reduce state spendings; one of the budget expenditure savings sources was in reducing
the number of bureaucratic bodies; he stressed the importance of clear separation “of
department items and cases between various departments, greater simplicity and
certainty in the action of each government power organ.”

M. Bunge outlined his views on the tax system reform in the previously mentioned
lectures on finance for Crown Prince Mykola Oleksandrovych (1863-1864) in a
systematized form. Understanding the social significance of prepared lectures, the
scientist identified a number of measures aimed at optimizing tax system in his course.
The first step to implementing these ideas had to be a comprehensive alienation of state
property to increase revenue to the state budget, not the cost for its maintenance at the
time of tax reforms. Further, due to the changes in the economic situation, it was
planned to replace the taxes and other cash charges that were calculated on a per capita
basis, and also salt excise into other tax payments.

In the area of public finances, M. Bunge was not limited to scientific theoretical
work and practical recommendations for their reformation. While in high government
positions, M. Bunge was able to check theoretical justification of creating an effective
financial system, taxation, and monetary circulation practically. As a recognized and
experienced financier
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theoretician and a staunch supporter of peasants’ emancipation feasibility, Kyiv
professor was involved by Emperor Oleksandr 1l to the editorial commissions on the
financial aspects of peasant anti-feudal and anti-serfdom reforms development in 1861.

As an ardent supporter of private ownership, M. Bunge substantiated the necessity
of resolving the peasants’ question by the redemption transaction implementation,
which had to be carried out with the active state support through the capitalization of
peasant dues in banks. Working in a special financial commission, he played a crucial
role in designing the redemption payments for land provided to farmers after their
release from bondage, actively contributed to their reduction, organization of village
financial support, realization of the effective policy of public credit in agriculture. M.
Bunge believed that a crucial role in this business had a mortgage. Therefore, he
contributed to the establishment of the first Farmers Bank in Petersburg, which gave
loans to farmers to buy the land from landlords at the rate of 6% per annum. “Mortgage
loan, he wrote, becomes of public interest when it enters small farms.” The scientist
argued that agriculture flourishing depends on active financial state support of the most
hardworking and initiative farmers who keep their economy with farm methods. In
these farms, he saw the basis of commodity production in rural areas. So due to his
recommendation, Farmers Bank strengthened credit support of wealthy peasants,
whose share of the rural population after 1861 grew steadily in Ukraine and was 30%
till 1890.

Following the ideas of the village reform in 1862, being an experienced financier
theoretician and practitioner, M. Bunge was appointed as a Kiev office manager of the
State Bank. Here he was able to realize his theoretical works in the banking system
research and to withdraw the office from an unprofitable situation for a short time, to
make it profitable and exemplary in terms of organization. The scientist described the
value of credit transactions in the real economy as “concentrating supply and demand
for credit agreements, they balance the price of this industry driving force, distribute
the risk to the transactions’ totality, provide more advanced forms of credit obligations
and ensure compliance of obligations’ commitments.”

M. Bunge led this state leading banking institution of Ukraine in 1871— 1875 and
in 1878-1880, combining practical financial activities with the Rector’s functions,
theoretical research, and teaching. In 1860-1870-ies, during the so-called Kiev period,
M. Bunge actively contributed to the formation and development of the state financial
and credit system and the creation of financial market infrastructure as an important
factor of an effective financial system. Ukrainian scientist was personally involved in
the organization of first Ukrainian commercial banks, savings banks, mutual
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credit societies. He initially preferred joint-stock banks in the credit area, arguing that
corporations are “happy combination of personal and social activities”, that shares
“create the most advanced fonn of private property.”

This idealization of joint stock companies affected scientist’s views. M. Bunge was
genuinely convinced that the establishment of joint-stock banking companies in the
country will promote the release of stagnation and routine spirit production, ensuring
“profitable use of the funds which are difficult to accommodate for our government,
while we hear complaints about the lack of capital and credit.” Therefore, on M. Bunge
own initiative and for his active personal assistance Kiev Mutual Credit City Society
and the first joint-stock bank in Ukraine, Kyiv Private Commercial Bank were founded
in 1868. Later in 1869, the Exchange Company for Enhance Market Securities was
organized in Kiev with the support of M. Bunge. He initiated not only the establishment
of the stock exchange, but also personally contributed to the formation of the fund,
sacrificing his own money for its establishment and activities organization. As the head
of Kiev Office of the State Bank, he contributed land allocation and significant funds
for the construction of Kyiv Stock Exchange buildings. His humanity and unselfishness
were managing his activities, he never had and did not seek for any commercial profit
from his own constituent activities, considering them as a social mission.

Quite successful work of M. Bunge provincial financial infrastructure formation
was seen in the center. In 1869, German community in Moscow invited him as an
experienced and successful practician to head its Moscow Account Bank, but he
refused. M. Bunge didn’t agree to leave his favorite Kyiv. In 1871, he contributed to
the establishment of the Kiev Industrial Bank.

Ukrainian scientist has not gone unnoticed in government committees’
participation. His opinion on finance was crucial in times of significant change in the
financial situation of the country. Not by coincidence, M. Bunge was assigned to St.
Petersburg for the post of Deputy Minister of Finance in 1880, where he worked for a
year. During the next five years (1881-1886), M. Bunge operated as the Minister of
Finance of the Russian Empire.

High government appointments opened to Ukrainian scientist and reformer new
opportunities of his scientific ideas, reform programs and projects practical
implementation. Having power, in the view of pressing economic needs, M. Bunge
directed his creative and practical activity on the overall financial recovery of the
economy, blasted by Turkish and Crimean wars. Leading role in the government
program, submitted by the new Minister, was given to such urgent areas of financial
reform as
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modernization of the existing tax system, streamlining and significant cuts in public
expenditure, monetary system optimization.

Fulfilling his government program, M. Bunge substantiated scientifically and led
the restructuring of the existing tax system by abolishing the feudal system (poll tax)
and transition to cash income tax. Basic principles of tax law were close to A. Smith’s
levying tax rules. Therefore, proving the need to implement the principle of income
taxation, M. Bunge drew attention to the fact that due to existing rules of a civilized
society, everyone should pay taxes and contribute to the best of his forces and funds to
support state measures which ensure internal and external security, the use of public
goods. He was convinced that “the duty to pay taxes is general responsibility, it is
followed from the principles of everybody’s equality before the law and from justice
principles: the one who belongs to the state union can’t be exempted from the
obligations arising from the nature of the union; the one who enjoys the benefits of
public life must contribute to the objective of the state.”

Gradual abolition of a poll tax was introduced by M. Bunge during 1883— 1887
due to the reform. Analyzing the results of tax reform first steps, M. Bunge considered
setting compulsory banknotes course in bill payments a negative point, and only in
some cases prevented implementation of payment at a ratio of 3 rubles with banknotes
of 1 rub. in silver.

Having inherited an unbalanced state budget, M. Bunge called for the
reorganization of its system development, reducing unproductive bloated government
spendings, minimizing budgetary abuses. Striving to fix unbalanced finances, M.
Bunge, like his predecessors, considered the fight against chronic budget deficits his
main task, which he understood much deeper. According to the scientist, the usual
increase in revenues to the state treasury was not enough for the economy of the state
budget balance. It is necessary “to destroy the inequality of taxation, to bring new, not
yet exhausted sources to it, to reduce unproductive expenditures and deficits will
disappear by themselves.” To achieve this goal Minister M. Bunge directed his main
efforts.

Classical free trade school never had any outstanding representatives in Ukraine.
At the time of the greatest impact of A. Smith teachings, educational protectionism
ideas of classical school enemy Liszt were more popular in Ukraine. Ukrainian A.
Smith followers were never associated with their teacher in one issue, namely in the
question of free trade. Even M. Bunge, realizing his beliefs as the Minister of Finance
acted decisively to support national producers. He was the first in Russia who resorted
to the introduction of moderately high duties on imported goods. Laid principles of
protectionism were persisted even after the resignation of M. Bunge from the
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post of Minister of Finance. Thus, the duty in the Russian Empire was 19%in 1881-
1884, 28% in 1887 and finally 33%in 1891-1900. Setting such tariffs contributed to the
fact that prices of manufactured goods on the domestic market were much higher than
on the world market, but with the strengthening of domestic industry they were steadily
declining. Noting the importance of this source of replenishment, M. Bunge paid much
attention to the system of customs policy improving, emphasizing its close relationship
with the tax system. As a supporter of the idea of moderate protectionism, he
emphasized the need of taking into account the impact of duties on the development of
national production, trade, and consumption, with what he stressed centrist position
between free traders and protectionists.

Continued moderate protectionist policy, which was led by M. Bunge, helped to
return economic positions which country lost after the Crimean War. The growth of
national industry was so powerful that Russian Empire had no equal in some industries
till 1890. In particular, this applies, for example, to military shipbuilding and sugar
industry, the most of which developed in the territory of Ukraine. In general, during
those years Ukrainian lands with Donbas coal, Kryvyi Rih iron ore, Kharkiv, Kyiv and
Luhansk engineering, Mykolaiv and Kherson shipbuilding were the most promising
industrial regions of the empire. At the same time, M. Bunge attached great importance
to the problem of railway development, citing the request for accelerated construction
and modernization because of grain exports constant growth and the need to develop
natural resources of Siberia and the Far East.

The study of European experience and commitment to the ideas of liberalism
defined the further M. Bunge reformative activity. In particular, his state activity was
also aimed at the monetary system reforming to what he attached great importance in
the evolution of economic systems. He also defended the positions of a more efficient
functioning of a monetary system in which the value or purchasing power of a monetary
unit is equal to a specified amount of metal or group of metals. Money commodity,
metal (standard money) is the basis of a monetary system, the measure of value, which
serves besides all the other money functions. In addition, nominal substitutes of
metallic money operate in circulation (bank notes) that is necessary to ensure flexibility
in the macroeconomic sphere of circulation cycle.

The state determines types of banknotes and conditions of interchangeability in
standard money. Therefore, M. Bunge considered ruble backed by gold and freely
converted into gold coin the guarantee and the foundation of the national economy. For
a short period of time, he made a number of practical measures aimed at restoring
monetary metal. Already, in 1881 silver coin
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minting was restored, and in 1885 a new coinage statute which established European
requirements for coins sample was approved. Selling gold abroad was stopped in 1884
to reinforce the currency with precious metals. The gold reserves increased by more
than 30% till 1886 in comparison with 1883. M. Bunge was metallic money supporter,
but innovation turned out to be away from the traditional identification of coins with
metal and metal money value construction to the cost of their production. According
to M. Bunge, not value, but suitability to perform their functions, their “purchasing
power” determines the value of money. If exchange participants agree to take certain
exchange banknotes as compensation for their goods or services, so they recognize
them as common equivalent. Consequently, the value of money is a subjective category
to some extent related to assessment and mutual people trust. M. Bunge gave many
forces to monetaiy reform preparation, which he was not able to realize in a highly
conservative opposition. However, his theoretical works and practical measures
determined set direction and created conditions for further monetary reform of his
successor and follower S. Witte. Under the pressure of economic difficulties, S. Witte
made a transfer to the ruble depreciated paper gold content after the death of M. Bunge
in 1897.

The scientific maturity and vast experience in various positions contributed state
creating and reforming activity of M. Bunge in the last years of his life. Despite the
enormous bureaucratic resistance in the late 1880-ies — early 1890-ies, he realized
himself as the statesman and reformer of the late nineteenth century, as one of the
largest post-reform government political figures of the Russian Empire. Enormous
credibility and positive results of the post of Minister of Finance raised him to the
highest governmental level. In 1887, M. Bunge received high state post, he became the
Chairman of the Committee of Ministers of Russian Empire. He held this position until
1895, in the period of extremely difficult and adverse conditions of political reaction.
He strongly contributed to deepening of economic reforms aimed at the final break
with the feudal past, to the civilizational progressive development of society through
competitive market business and economic environment creation and deep social
reform. In this way, he sought to bring the countiy to a cohort of economically
developed nations.

With the exceptional scholar’s talent, M. Bunge even being in senior government
positions did not stop hard intellectual and scientific activities, remaining universal
economic scholar and according to contemporaries, “missionary” of European
economics, till the end of his life. He devoted himself and his affairs to the progress of
society. The act of great civil commitment and patriotism at the end of M. Bunge
glorious life was his “testament”, known as “Afterlife Notes”. In the notes Ukrainian
scientist outlined a broad program of future society reforms, some of which have not
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lost their relevance for modern independent Ukraine: government reforming,
administrative reform, local government reform, commercial and industrial law, legal
regulation of social and labor relations, etc. In this candid and uncensored work, a great
patriot and state founder M. Bunge openly expressed his vision for future civilization
development and economic prosperity of Russia. He was the first official, who clearly
outlined existing problems and pointed the way to their solution for the highest state
official through the letter that was addressed to the emperor. It was strictly confidential
and gave the monarch the right to fully use and appropriation of reform ideas. Even
after the death of the famous Ukrainian nation representative, M. Bunge sought to serve
to high social ideals that he could not fully realize during his life through the resistance
of conservative circles.

M. Bunge died outside the country on June 3, 1895, in Tsar Village not far from
St. Petersburg. Working away from his native lands, he always wanted to return.
Unfortunately, it happened after his death. Under the will, the scholar was buried in the
Kiev Baikove cemetery near the grave of his mother. Only after the death of M. Bunge
the real extent of his many charitable activities was opened. Under the will, the scholar
left his own significant savings to the Kyiv St. Volodymyr University. In 1896 and
1910 the annual award named after M. Bunge for the best work on economic issues
and yearly scholarships for poor university students with excellent studies were
founded by the University Council on the interest of this amount. Exemplary City
College named after M. Bunge was also founded on his funds, which was officially
opened in 1904 in Lypky near the house in which M. Bunge lived.

Entering national history as a practicing economist, state liberal activist, M. Bunge
left a deep reformist mark on the government policy of the last third of the nineteenth
century. His creative intellectual and state reformative activity performed a significant
historical mission, laying foundations of the social market economy transformation of
the feudal type economy into the competitive business system. As a scientist, he
showed his own vision of monetary sphere restructuring, taxation and public finance,
public institutions’ role in economic life, etc.

The main works of the scientist: “Theory of Credit” (Kyiv, 1852); “Political
Economy Foundations” (K., 1870); “Banking Laws and Banking Policy. State
Knowledge Collection” (St. Petersburg, 1874); “About the Metal Treatment Recovery
in Russia” (K., 1877); “About the Permanent Monetary Unit Reconstruction in Russia”
(K., 1878); “State Accounting and Financial Statements in England” (St. Petersburg,
1893); “Research on the Salt Tax Restoration” (1893); “Essays on the Political and
Economic Literature” (St. Petersburg, 1895), etc.



DANYLENKO
Anatoliy Ivanovych

amyienxo Anatoliy Ivanovych is a Doctor of Economics, Professor,
Honored Economist of Ukraine, Corresponding Member of the National
Academy of Sciences of Ukraine.

A. Danylenko was born on December 12, 1938 in Kyiv. After finishing
school Ne 9 in Kyiv in 1956 he entered the Financial Faculty of the Kyiv
Institute of National Economy named after D. Korotchenko, and graduated it
in 1960.

From 1960 to 1967 A. Danylenko worked in Ministry of Finance of
Ukraine as an economist, a senior economist, a chief of Department of
Financing of Metallurgy and Chemical Industry. In 1967, he was sent to
Institute of the Economics of Ukraine, where headed (to 1978) the
Department of Finance and Credit, which was firstly created in the system of
Scientific Academy of USSR. In 1970 Anatoliy Danylenko defended his
thesis for Candidate of Science Degree, in 1986 — hid doctoral thesis in
speciality “Finance, turnover and credit” entitled “The financial methods of
stimulation of industrial production”. In 1994 A. Danylenko was awarded
the title of professor bythe same speciality. In 2006 he became a
correspondent member of the National Academy of Sciences of Ukraine in
speciality “Finances”.

A. Danylenko belongs to the scientists and economists of Ukraine, whose
basic scientific activity direction is the financial and credit regulation of the
economy. Since 1969 he has consistently been working on the subjects
related to the improvement of financial leverages of economics development.

In the 90s of the 20"century, he published his research on problems of
the financial stabilization and overcoming of inflation (1993-1995). Many
publications are devoted to the questions of tax politics, correlation of direct
and indirect taxes in a transitional period, improvement of income taxes, tax
from the profit of citizens and efficiency of tax deductions (1996-2005),
currency market, crediting of economy, currency adjusting and problems of
financial and monetary politics (2002-2008), to finding out of causes and
effects of financial crisis (2008-2009) and others.
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The results of scientific investigations have been published in 109 scientific works.
Among the last works it’s worth to mention a collective monograph (in three volumes)
“Financial and monetary levers of economic development”, timed to coincide the 90th
anniversary of the National Academy of Sciences of Ukraine that was published after
scientist’s editing at the end of 2008. The theoretical, methodological and practical
aspects of forming and realization of financial politics have been examined in this
monograph, in particular, forming and using of the financial potential of Ukraine.

In the first volume of “Financial politics and tax leverages of its realization” (2008)
A. Danylenko paid considerable attention to the determination of concepts “financial
politics” and “country’s financial potential”. According to his opinion, all present
determinations of the term “financial politics” take into account the distributive
function of finances. But its productive function must be taken into account during the
realization of financial politics of the state. Therefore, the scientist gives more
completed interpretation of understanding of the term “financial politics” — “the
aggregate of purposeful state measures of forming and effective use of country’s
financial resources, which contain the resources of its separate regions, sectors of
economy, enterprises and households, for providing of stable socio-economic
development on the basis of use of corresponding financial and monetary leverages and
creation of suitable institutional environment, that promote the realization of this
politics”.

In this research the author analyses present problems and offers directions of
reforming the tax system taking into account world experience. Such items as
theoretical basis of fiscal policy forming and principles of effective distribution of
budget expenditures are Danylenko’s scientific interests. In his writings, he widely
covers the issues of balance of revenues and expenditures, problems of local budgets.
The special attention is given to the questions of effective debt policy forming.

Within financial globalization the scientist analyses the modern state of financial
security of Ukraine that is determined as a constituent part of financial politics. In his
view, economic development strategy must contain a clear perspective about the
stability of national money, tax regime and structure of budget expenditures.

Among A. Danylenko’s scientific interests are the questions of enterprises finance,
explanation of their essence and features, determination of priorities in financial politics
of enterprises which depend on their financial strength and long-term financial stability.
The scientist formulates the methodological approaches to determination of financial
stability of enterprises and analyzes current trends of enterprises ‘financial ratio in
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industry of Ukraine. He pays particular attention to determination of factors that
stipulate losses of industrial enterprises, to the exposure of the main problems of the
financial planning organization and offers measures for its improvement.

Based on the experience of the research methods of crisis financial management
and the cost approach to financial management in foreign countries, A. Danylenko
justifies the feasibility of introducing improvements in the financial management of
enterprises in Ukraine.

During 1986-1992, A. Danylenko worked on the positions of an expert, a deputy
representative and a representative of the USSR State Plan in Vietnam. At the same
time (since 1990), he was the adviser to the Soviet Embassy in that country. He was
awarded a medal of Vietnam for the development of the trade and economic
cooperation with Ukraine.

Being on the positions of deputy minister of Ukrainian economics (1993- 1997)
and the deputy minister of industrial politics — Chairman of the State Committee for
Investment and Clearing of Ukraine (1997-2000), A. Danylenko continued his
scientific activity. He headed the Department of Financial and Credit Management of
the Institute of Economics of NAS in Ukraine. In May 2000, he returned to work as
the Head of the Department of this Institute on the permanent place. Since October
2005, Danylenko was appointed as a deputy director of the state organization “Institute
for Economics and Forecasting of NAS of Ukraine.”

In the last decade, A. Danylenko took an active part in the development of a number
of actual economic issues. In particular, he was a member of the workgroup on drafting
regulations on holding the monetary reform in Ukraine (this work was awarded the
Diploma of NBU in 1996), the Concept reform of personal income tax (the draft was
reflected in the new law, which is valid from 2004), the main guidelines of the budget
policy (budget resolution) in 2005.

A. Danylenko is one of the authors to develop the mechanism reform of enterprises
amortizarion expenses which was realized by the Order of the Cabinet of Ministers of
Ukraine in 1995, which contributed to significantly improve the financial condition of
the basic branches of economy in Ukraine and indexation of fixed assets in Ukraine.

In 2008 A. Danylenko was awarded a Diploma by the Cabinet of Ministers of
Ukraine and the award “For Scientific Achievements” by NAS of Ukraine.

Except the research, A Danylenko performs scientific, organizational and
pedagogical work. Under his leadership, 14 scientists defended candidate and one
doctoral dissertation. He is the Head of the specialized scientific council for doctoral
and master’s theses of “Institute of Economics and
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Forecasting of NAS of Ukraine”, specialty 08. 00. 08. He is a member of the editorial
boards of leading professional economic issues “Finance of Ukraine”, “Economy of
Ukraine” and “Economy and Forecasting”.

He has been an Advisor of the Minister of Industrial Policy of Ukraine since 2001.
He was also a member of the National Bank of Ukraine. Since 2006 he has been a
member of the Board of the Ministry of Industrial Policy of Ukraine, and since 2007
he has been a member of the Board of the Ministry of Finance and a member of the
Board of the State Property Fund of Ukraine.

The main works of the scientist: “Financial Methods of Stimulation of the
Effectiveness of the Industrial Production” (K., 1986); “ Financial and Credit Levers
of the Regulation of Economy of Ukraine in the Transitive Period” (editor, author of
units, 1998); “Financial and Credit Methods of the State Regulation of the Economy”
(editor, writer, K., 2003); “Economic Development of Ukraine: Institutional and
Resource Providing” (co-author, K., 2005); “Inflation and Financial Mechanisms of Its
Regulation”(editor, writer, K., 2007); “Financial and Monetary Levers of the Economic
Development: 3v.” (editor, co-author, 2008).



DESNYTSKYY
Semen Yukhymovych

(nearly 1740 —1789)

/TYesnytskyy Semen Yukhymovych is a Ukrainian scientist and lawyer, -*-"‘a
father” of Ukrainian jurisprudence and economy, Professor of Moscow University, one
of the first Ukrainian and Russian economists, a promoter of a doctrine of a prominent
representative of Adam Smith classical school.

The date of birth of the scientist is unknown. It can be suggested that he was bom
in the family of a priest and according to the tradition he was sent to the Trinity Lavra
Seminary to get an education.

The inclination to the secular sciences and outstanding abilities to learn languages
questioned the continuing of study in Theological Academy, where a lot of the future
scientist’s classmates would like to continue studying. Not much is known about his
enrolling to one of the gymnasiums which was found on the base of Moscow
University. In the “History of Moscow University 1755-1855” (1855) we can find a
name of S. Desnytskyy in the lists of students of the first course (1759) who were
enrolled into two gymnasiums. His outstanding abilities were revealed completely here
and in a year S. Desnytskyy was sent to the Academy of Science in St. Petersburg.

In 1761 after the directing of the Academy of Sciences S. Desnytskyy arrived in
Scotland to complete his education studying at the University of Glasgow for six years.
During the term in 1762/1763 and the autumn term in 1763/1764 according to
Recommendation of the Academy of Sciences, he attended lectures in ethics and
jurisprudence, mathematics and medicine, moral philosophy of A. Smith in which the
main place was given to the economic problems. Studying at the means of the Academy
of Sciences he constantly sent certifications from his professors who highly estimated
his scientific achievements.

In Glasgow S. Desnytskyy paid the greatest attention to the study of jurisprudence.
After finishing the course in 1765, he received Master’s degree in Free Sciences.
Having special abilities, he was given some privileges of English citizenship which was
considered to be especially
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honorable for foreigners. In 1767 having got the title of Doctor in Law, he returned to
the Russian Empire.

Travelling abroad and ability to learn the most progressive philosophical and
economic doctrines influenced the formation of the young Ukrainian scientist’s mind.
Especially gifted imprint on the great abilities of the student left A. Smith’s lectures
that led to self-reflection and development of a new direction in economic thought. S.
Desnytskyy began to study actively the works that launched the birth of the historical
trend in the study of law, and he became the first brave representative in Russia of the
unformed direction of that time. Before that in Moscow University and other
educational institutions, where the jurisprudence was teaching, everything was based
on the law of nature “which was written with a finger of God in each heart”. Puffendorf
and Wolf dominated everywhere. Having been educated on their abstract thoughts
which were baseless and far away from reality, S. Desnytskyy got rid of them when he
was living in England.

Having returned from Glasgow (1767), a young scientist asked a permission to pass
an exam as he wanted to give lectures in Moscow University. University scientific elite
met S. Desnytskyy with suspicion as they didn’t hope to reveal special knowledge
because they considered him to be very strange studying abroad such a mix of the
subjects. According to the insistence of the University’s tutor, a young scientist was let
to pass the exam. The first exam was in law. Questions for the examination for S.
Desnytskyy were sent from the Senate in Latin and Russian. The Commission highly
estimated his speaking Latin fluently.

In some days, the young scientist gave the first lecture on the proposed theme “De
praescriptionibus” which got the appreciation of professors Dilthey and Langer.

During 1768-1787 he was teaching Rome Law in Moscow University and then
Russian jurisprudence. He had been a member of Russian Academy of Sciences since
1783.

During the period of S. Desnytskyy’s activity, professors of the University hadn’t
opportunity to express their points of view or had lessons using their own systems.
Restriction and severe control had been from the Senate. Everyone had to follow the
instructions and appropriate resolutions and to use only provided books. Therefore to
show independence in looks it was uneasy. The less gifted professorship clearly
submitted to the force of circumstances. However, S. Desnytskyy, that already felt the
sprouts of democracy in Europe, could not bear with it. All his creative inheritance
testified that he was distant from adhering of withstanding forms.
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The young scientist highly valued his teacher A. Smith, and became his | ol lower
later. He was one of the first disciples of Smith’s ideas in all Russian empire.

Having original views on subjects, Desnytskyy opposed the abstract theory of law
that has no value from the point of view of its practical use. In his opinion, science
should help facilitate and accelerate natural processes of social life. But it could not
achieve this goal only through the study of life today and in the past. The scientist
proved that successful mastering of jurisprudence science is impossible without
studying of philosophy, economy, logic, mathematics etc. Only fundamental learning
of these objects allows students “to practice with such aspects that others cannot admit
at all”. For practical acquaintance with trials in the university, S. Desnytskyy offered
to open the department of practice near the department of theory. This idea about the
necessity of practical classes for students was later realized.

The basic scientific S. Desnytskyy’s achievements belong to the sphere of
sociology and law. His purpose was to set people’s interest to study law, and it came
true. The scientist pioneered the science of law in the Russian empire. However, S.
Desnytskyy was interested in other aspects of public life. All of them are represented
in public lectures and the draft reform of the legal basis of the Russian empire which
was presented to Catherine II of Russia entitled “Submission to establish legislative,
judicial and penal authorities in the Russian empire” (1768). Central place in the
scientific heritage belongs to S. Desnitsky research of institutional aspects of the
property. He examined the various aspects of the property, its genesis, genetics,
national features, and functions on the different stages of civilization development,
beginning from the most primitive economic forms. According to him, the owner
values his estate, fearing that it might not have been captured by violence or deceit. He
saw the source of richness in the rational use of money. Even an empire can be extended
and strengthen not only by the armed force but also by well-adjusted trade. “Commerce
will make stronger and unite people rather than any other things, — marked S.
Desnytskyy. — Undeniable proof of that is the whole Europe. The winner cannot
occupy the whole state or ruin it, because other states, being interconnected by trade,
will protest against the invaders before a declaration of war.”

The scientist observed commerce, the reliable organization of banks and monetary
affairs as the essential factors of improvement of citizens’ welfare. Banks serve as the
basis of the development and trade business. They execute one of the oldest functions-
the function of mediation in credit. In fact, banks appeared as a result of specialization
of this function. That’s why
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money changers and middle-men quite often transformed into bankers. Banks liquidate
numerous barriers that arise between creditors and borrowers. And the important role
is played by laws then.

The problem of value is investigated by S. Desnytskyy in the context of absolute
law and organically intertwined in his evolutional theory of community development.
The theory of “natural jurisprudence” was outlined in S. Desnytskyy’s speech in April
21% 1781. It was published under the title “The legal reflections on the notion that
people have the property estates in various sectors of cohabitation” (1781). Due to the
four-stage division, he represented community development as the successive change
of four stages named states: al) existence by catching beasts and gathering; 2) cattle
breeding; 3) farming; 4) commerce. Possession and property are basic public institutes
that mediate the influence of changeable forms of the economy on community
development. The change of managing forms in the process of civilization
development causes the change of forms of possession and property. An evolutional
theory must be the basis for the analysis of the political system of people and their
achievements in the field of science and art.

Thus, S. Desnytskyy introduced the basic ideas of the evolutional theory of J.
Schumpeter. He noted that the evolutional approach will realize sufficiently the
objective, natural and historical approaches to the development of all components of
society. The Ukrainian scientist closely linked the origin and development of the
institution of property with the development of economic conditions of life in civilized
society.

S. Desnytskyy regarded private property as a many-sided economic and legal
concept through the prism of the use, alienation and legal state of things. The scientist
considered lab our as a value of the created products and the source of origin of the
public institution of property. “Property, -the scientist said, — of the best
understanding of the present most well-educated people contains:!) the right to use a
thing in one’s own willing; 2) the right to return the thing from somebody, who owns
it illegally; 3) the right to alienate the thing to those you want in life or after death.”

The scientist’s views toward a priority of the private property were forming under
the influence of the development and the activation of commodity production, ft was a
reflection of life in Great Britain. S. Desnytskyy indicated that in the commercial stage
the law of the property “gets an incomparable power: a) from the ownership of the
different new property; b) it increases due to multiplication of educational customs; c)
from the thorough understanding of the total benefit, that comes from approval of the
property”. The latter has success everywhere, but especially “acts on the commercial
stage”.
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Such conclusion S. Desnytskyy made on the basis of in-depth analysis of the way
of people’s life from primitive forms of nomadic existence to the latest —
“commercial”. The scientist examined how people may treat to things in different
conditions. According to him, the concept of ownership consisted of the amount of
labor spent on the production of things. Thus, the institution of the property was set
since that time, when people started to engage in farming and moved from the nomadic
style of life to settled lifestyle.

S. Desnytskyy predicted a lot in other sciences. His name isn’t among lines of
others only because of its Ukrainian, not the foreign origin. Hardly anyone would deny
his contribution to the creation of the Law Faculty of Moscow University. He
developed and implemented a training program for future professionals and students
who were first listeners and were involved in the faculty, where S. Desnytskyy began
to teach economic sciences. So some economic problems of the development of
civilization can be found in his works. Specifically, the 4" addition to “The legal
reflections on the notion that people have the property estates in various sectors of
cohabitation” was the project of the financial system reforming in the Russian Empire.

S. Desnytskyy divided all state finances into two main parts: 1) government
expends, and 2) state revenues. Since the state hosts if necessary, it needs funds to cover
its costs. The household in the state’s hands is only an aid for the implementation its
public purposes. Therefore, the state does not seek to obtain the greatest income to
achieve major benefits, but it needs such income that could cover existing expends. The
state never tries to collect more money than it needs in this period. In other words, the
original line in the public sector is expends, that the revenues adapted to.

S. Desnytskyy offers a monarch to decide on state spending at first “to install its
income according to the charges”. He outlines four main groups of public spending: 1)
the maintenance of the monarch and his court; 2) the maintenance of internal order in
the state (police, courts, etc.); 3) expenditures for the benefit of society (building cities,
roads, canals, institutions of science and education); 4) protection from external threat
(army, construction of fortresses, creating reserves).

S. Desnytskyy focused on such feature of the state economy as forcing authorities.
On this basis, it has the option to require various donations from citizens -both material
and intangible. The state may force its subordinates to give more or less of their income
and property in favor of the state economy. The state may also require from its
subordinates more victims of such performing military service, i. e. it considers to be
possible to take from them the most precious thing for a person — his life and health if
this is
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necessary for the state. The state can force any economy to give money without any
compensation (or equivalent). It has the right to establish compulsory fees in taxes, fees
and state monopolies. These charges state are called “extra-economic coercion.”
Consequently, as S. Desnytskyy defined, the state economy has a forced character. This
follows from the coercive power of the state rule. However, to ensure filling the state
treasury, S. Desnytskyy proposes to determine the “objects” of taxation; to ensure easy
taxes for the people; to reduce losses during their collection; to achieve reality in tax
revenues; to subordinate all branches of finance under single leadership in order to
make their economic calculations on the long term.

In general, the Ukrainian scientist proved dependence of the state economy on the
national economy. The state economy is not something independent. In fact, it is a part
of the national economy. Being a part of the national economy, the state economy is
dependent on it. The structure or nature of the national economy determines the
structure of the financial sector. Thus, in the era of natural economic development, the
financial sector has a natural character. During that period of time, all products
produced by the economy of a natural character remain in that economy and they are
directly used in that economy. These products are not bartered and are not sold for
money. Therefore, a state which had its own economy was forced to limit getting
products from its own households, i. e. from state land holdings where the dependent
peasants worked, or it took from the dependent a part of their products in natural form.
That was the type of the financial state sector of the first half of the Middle Ages.

The economy of the monarch, which was associated with the economy of the state,
differed from the feudal and village economies only by its larger size. The king had a
large number of estates, in which peasants worked. All income from these estates came
to the King in the form of bread, butter, meat from livestock and poultry, wine and other
products from agriculture and was stored in barns and warehouses. The king, his court,
and his servants lived from these products. During the development of bartering and
the emergence of trade, money was introduced. Money became the basis of collapse of
the natural economy. Consequently, the state economy began to express elements of
the money system. The state tried to collect fees, where possible, in the form of money.
Therefore, the natural social structure of the financial sector of that period created
layers of monetary nature.

During the period of money circulation, the monetary system penetrates all the
parts of the national economy, causing the financial sector to develop a monetary
nature. That means that all fees and revenues collected for the state treasury become
monetary while natural collection becomes history.
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Hie structure of the financial sector will depend on the distribution of the national
income which is occurring in the society. Similarly, the state will have to collect the
income of its citizens. It is clear that the nature of income determines the nature of state
funds. Industrial taxes, customs taxes and trade agreement taxes are the results of
civilization development. State economy, as S. Desnytskyy proved, uses these changes
by taxing the increase of valuables.

In his works the scientist identifies such important social objects of luxation as I)
people, 2) property, 3) domestic products, used by the people (salt, wine, tobacco); 4)
imported and exported goods; 5) acts (petitions, mortgages, etc.). In his view, direct
taxation is forced, and, therefore, has to be moderate not to oppress the people and
agriculture. Taxing the property, ils structure should be taken into account. Land, for
example, needs to be | axed moderately. Other property, depending on its size or
amount should be progressively taxed. To ensure that there is no great burden for the
majority of the taxpayers, it is recommended to avoid monopolies and various kinds of
internal taxes which are not helpful to the development of production and overall
wealth of the country. During taxation it is important to compare tax revenues and the
cost of tax collection; clearly identify the object of taxation; take into account regional
differences. As for the tax on goods, S. Desnytskyy proposed that the seller (not the
buyer) paid the tax on goods; otherwise, there would be huge negative consequences.

The Ukrainian scientist believed that the development of farming and trade makes
people secured for paying taxes. This indicates his tendency to separate ideas of
Physiocrats according to whom in the proper place there is agriculture and trade.
Constantly reproducible wealth of rural households, according to S. Desnytskyy, is the
basis of the stable economy, as well as promotes trade, the welfare of citizens, moves
on the industry and supports the prosperity of the nation. This is consistent with
Ukrainian mentality, and S. Desnitsky came out of the people that with great sacrifice
belonged to farming.

Being far away from his native lands, the scientist saw social injustice in the
center’s treatment towards his native land. Therefore, in his works he denounced
national oppression, was against the enslavement of Ukrainian villagers. S. Desnytskyy
remarked: “By avoiding any violence, it is possible to encourage Cossack troops to
develop agriculture because it is worth seeing cultivated fertile lands than undisturbed
ones”.

S. Desnytskyy’s scientific activity lasted for 20 years. In 1787, he became ill, left
the department and soon (June 15", 1789) he died. All of his scientific inheritance is
his speeches delivered in 1819. First of all, they are “A word about the direct and the
nearest way to study jurisprudence.
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Announced on June 30, 1768”; “Legal reflections on the benefits of knowledge of
national legislative art and the necessary renewal of it in public schools, April 22,
1778”; “Legal thoughts about various concepts that people have about the property
estates in various states of public life, April 21, 1781, ” and others.

The main works of the scientist: “A word about the direct and nearest way to
study jurisprudence” (1768); “Legal reflection on the benefits of knowledge of national
legislative and the necessary renewal of it in public schools” (1778); “Legal thoughts
about various concepts that people have about the property estates in various states of
public life” (1781); Legal reflection about the beginning and the origin of marriage”
(1774); “A word on the causes of death penalties in criminal matters” (1770); “Legal
reasoning about sacred and other things” (1772), and others.



FEDOROVYCH
Lev Vasylyovych

(1854 — death year
unknown)

fTedorovych Lev Vasylyovych is the Ukrainian economist, statistician and financier.

The state officials did everything to forget his name like the names of many other
scientists and withdraw it completely from the scientific literature. This fact explaineda
lack of information about his childhood. According to the memories of his colleagues,
Lev Fedorovych graduated successfully from the St. 1’eterburg University, and then
he was invited to teach there.

At the Moscow University he defended his Master’s thesis “Dwellings for the
workers” in 1881. In his research he substantiated the need of governmental
intervention to mitigate the class antagonism.

Being a patriot of his native country, the scientist returned to Ukraine. In April,
1884 he was appointed as Associate Professor of Political Economy in (he
Novorossiisk (Odessa) University. Having received University grants Lev Fedorovych
continued his education abroad and in 1888 after coming back to Ukraine he submitted
his doctoral thesis “The Theory of Money and Credit Circulation. *“ He defended it at
the Kyiv University of St. Vladimir. I'ne novelty of the scientific approach and the
profoundness of his study impressed the Academic Board of the University deeply.
Lev Fedorovych was invited to work at the University.

Having accepted an offer of the Academic Board in May, 1888, Lev Fedorovych
was appointed a Professor of Political Economy and Statistics. He had been conducting
his scientific activity till 1895 cooperating closely with the Novorossiysk (Odessa)
University, where he published his main works.

His work “Theory of Political Economy “(1901) is particularly important for
financial thought of Ukraine. He developed methodological principles of the
theoretical studies of Economy. The needs and problems of the people were the issues
of his investigation . Needs were caused by human dependence on the environment and
were expressed in “insufficiency combined with the desire to receive more.

Lev Fedorovych supported the economists that considered the development of
needs as the source of progress, and at the same time emphasized that the needs had to
be satisfied correspodingly. The basis for



102 Financial Thought of Ukraine: Genesis and Development

needs’ satisfaction was economic activity. The combination of certain types of this
activity formed the public sector, development of which was promoted by monetary
economy. Achieving of harmonization of interests in economic activity was possible
due to the process of exchanging where money was a mediator. Therefore, Lev
Fedorovych considered the economic activity in the context of relationships of the real
and monetary sectors of economy. According to his views, there were restrictions in
terms of the use of causal and functional relationships formalization in the science of
Economics due to the simplified and unambiguous mathematical interpretation of
reality: “Mathematics deals with the same and fixed units, but social phenomena are
diverse and changeable. In addition they are too complicated to be comprised by
mathematical formulas.

Lev Fedorovych studied the monetary and credit circulation in the context of the
science of Finance. It was shown in his work “The Theory of Money and Credit
Circulation “(1888). His work consisted of three parts devoted to the issues of nature,
essence and value of money, identification of the monetary circulation regularities and
the issue of monetary circulation development. The first part of his work dealt with the
issue of monetary circulation, the second — with the credit and the third one dealt with
the issue of paper money circulation.

At the beginning of his work L. Fedorovych considered the theory of value. Having
examined thoroughly a number of popular theories and views, the author made a
conclusion: “...value comprises the concept of comparison, measurement and
evaluation. The basis of this evaluation for goods manufactured under the conditions
of free competition is labour; for the monopoly goods — rareness and limitation of
their number. “Such approach to the definition of value pointed to the overcoming of
monistic interpretation of value by Ukrainian scientists. Lev Fedorovych admitted that
value was created not only due to the influence of production but also rareness, supply
and demand. It was the achievement of Ukrainian scientists in the financial and
economic thought promoted the development of the new synthetic theory of value.

Lev Fedorovych considered the nature of money in accordance with the Classical
concept of the commodity. In his work, mentioned above, he admitted: “Despite the
fact that labour is the best measure of value, this measure is useless in case of
overcoming the practical difficulties of direct exchange. Thus, a mediator of exchange
appeared in the economic process which at the same time was a measure of value, i. e.
money. In his comprehension of a concept of money, the scientist was ahead of his
predecessors that defined money only as a means of circulation (”a great wheel of
circulation”). According to L. Fedorovych money performed two important functions
in a holistic and interconnected public sector: firstly, it
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was an exchange equivalent providing mediation and a means of circulation, and
secondly — a practical measure of the goods’ value which was being estimated in the
circulation. These important social functions of money in the economic process
imposed a set of requirements to monetary material. The Ukrainian scientist revealed
the nature of the exchange mediator as commaodity, usability of which was considered
as its ability of exchanging | or other manufactured goods (it was desirable for all the
things of economic relationships, physically and economically divisible, durable, easy
to use, etc.). Being an exchange mediator, money could be considered on the one hand,
a purchasing means, and on the other — a means of payment.

In his book “Theory of monetary circulation and credit” Lev Fedorovych critically
considered the interpretation of money as a debt obligation or pledge by the
representatives of the classical school and their followers, including Adam Smith, F.
Bastia, A. Wagner. The Ukrainian scientist M. Bunge shared and worked out the same
ideas. Lev Fedorovych showed his uniqueness and maturity in understanding the
monetary economy proving that the identification of money and credit did not make
sense: “On the one hand, the loan commitment gives the right to require only a certain
amount of money, but not all the values to the choice of the lender; on the other — the
owner of the money does not have the legal right to force anyone to sell him a desired
thing. “ He paid attention to the fact that money as an exchange mediator performed
the function of a means of payment i. e. a means that released from debt obligations.

Lev Fedorovych conducted thorough critical analysis of the monetary theory of
Karl Marx. He did not accept Marx’s distinction between the real money as a means
of circulation and ideal as a measure of value: “The economic life has to do with
certain, real phenomena, but not with the abstract ideal concepts. Generally such thing
as “abstract value”, “ideal measure” etc. show only marginal abstraction taken out of
the reality. The basic economic measure is value and it is ultimately, directly or
indirectly used to meet human needs; therefore the value as a material thing makes
sense only from the point of view of a human’s possession of'it. «

At the time of creative activity of Lev Fedorovych, economic science did not
develop generally accepted theory of the value of money. There were many concepts
and single statements of various authors that Lev Fedorovych summarized and
analyzed critically. However, unlike his predecessors, the Ukrainian scientist realized
that the issue of the money value was a separate scientific problem.

Despite the recognition of certain reputable conceptions like T. Tuk’s idea about
denial of the independent factors of the money value by some Ukrainian economists,
Lev Fedorovych rejected them, considering that the
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general price level was determined by entirely other factors than the prices of
individual products and the price ratio.

The Ukrainian scientist criticized the works of A. Sheffle, A. Wagnerand other
foreign economists. In his opinion they confused economic and legal concepts citing
the doctrine postulates of cameralism. Lev Fedorovych did not recognize the rationalist
conception of the origin of money, based on the nature of money as a result of public
agreement and governmental decisions of determination of its value. The classical
school was against this concept, as its members started an evolutionary concept,
according to which, the money appeared despite of the will of people as a result of
continuous development of the exchange process, when a special product was singled
out of the large commaodity world and served as money. However, the ideas of the
rationalist conception, originated from the ancient Greece (Aristotle), stood the test of
time.

Lev Fedorovych was one of the first Ukrainian scientists who distinguished the
economic and legal spheres in money circulation. He said: “Money itself is a payment
means without any legislative regulations. Sanction of the Law is only a matter of
convenience. If the law is not limited by sanctions of existing relationships, it
establishes new ones that do not derive from the nature of things, and as a result
abnormal phenomena appear in the public sector.

Considering the inner value of money, i. e. whether metal money had value in itself,
or it was only a sign, a name for values, Lev Fedorovych admitted that this issue had
been actually resolved. However, the recognition of current, inner value of money did
not resolve the dispute between those who determined the value of money due to the
costs of its production, and those who considered a certain amount of money to be such
a factor.

Ukrainian economists that supported the quantity theory also considered these
discrepancies. However, unlike western supporters of this theory not all of the
Ukrainian economists recognized the quantity of money as the only factor of its value.
L. Fedorovuch was among them. He pointed to the other factors of the value of metal
money in addition to the value of the metal: influence of the legislation, frazzling of
coins, the cost of mintage.

On the basis of his research, he concluded: “The price of coins can deviate
significantly from the price of the metal from which it is made, moreover, coins are
accepted due to the weight of pure metal which they contain, in the international
exchange . There is a close relationship between money market and metal market, as
each exceeding of the defined limits caused coins fusing or metal minting which is
available in other form. Therefore, the question of whether the coin real value equals
to its nominal price, can hardly cause any doubt. “ At the same time, the scientist
pointed
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out that the subject of the dispute was the problem of determining of the theoretical
value of the metal, which served as money. Some researchers considered value in
connection with the law of supply and demand i. e whether the value depended on
quantity or it was determined by the costs of production.

Lev Fedorovych clarified his position on this issue. He suggested that when supply
was increased without any limits, the value of each manufactured product was
eventually determined by the material and physical costs of its manufacturing. If the
increase in manufacturing of this product was possible in case of a disproportionate
increase of production costs, the production costs would be taken into account under
even the most unfavorable conditions (it concerns only agricultural products). The law
could be implemented only in terms of the balance between the supply and demand,
and the economic activity in its development strived for the restoring of this balance in
a case it was broken. According to the scientist precious metal was not an exception.

In the harmonious coexistence of real and monetary sector the quantity demanded
for money was equal the quantity of all products supplied for sale. These relationships
had a reverse side. Thus the quantity for money supplied was determined by the entire
quantity of money for goods purchasing.

Thus, according to the Ukrainian scientist and economist, the relationships
between the quantity of money and its impact on prices was evident. “The greater
amount of goods are exchanged for a given amount of money, the higher is its value
or the lower are prices for goods and vice versa. The law can be formulated as: the
value of money is inversely proportional to the price of goods.

The Ukrainian scientist pointed to the fact that adaptation of supply for precious
metals to the changes of demand was much slower in comparison with other
manufactured goods in the market.

Lev Fedorovych did not take for granted the basic ideas of the classical theory of
money, he clarified and developed them. He considered that it was impossible to deny
the influence of money on the prices of goods, but at the same time it could not be said
that the number of them was directly proportional to the value of money or that it was
inversely proportional. Lev Fedorovych pointed to the relationships of the value of
money with the real sector of economy.

According to the scientist, the amount of money needed for national economy,
depends on the level of economic development, the speed of the exchange mediators
circulation, the development of the credit system. Even in the same country, this
amount varies at different times due to the periods of recovery and stagnation of
industry and commerce.
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In his study, revealing the problem of the value of money Lev Fedorovych, like his
predecessor A. Antonovych, used economic concept of labour performed by full-
bodied paper money to transfer values. Coherency of scientists’ views were confirmed
by Lev Fedorovych’s using of the data presented in the work of A. Antonovych
“Theory of paper monetary circulation and the state credit bills”(1 883) in order to
illustrate and analyze fluctuations depending on the season.

On the basis of conducted analysis the scientist concluded that the maximum of the
monetary circulation needed for the country or locality could be estimated by the
highest amount of payments that had to be carried out simultaneously in a certain period
of time. Lev Fedorovych showed the practical value of such statistics for the effective
functioning of banking business and determined the nature of fluctuations in demand,
analyzed the causes and nature of such fluctuations.

Economic development in general tended to the undulatory process depending on
the market conditions. Such market fluctuations, according to the scientist, made it
impossible to establish absolute correspondence between the quantity of goods
produced and the quantity of money in circulation. This correspondence in market
economy could be relevant and dynamic only as a general trend. The original approach
to the subject was shown by Lev Fedorovych who considered two possibilities: firstly,
recurring changes in total demand were caused by the economic process; secondly, the
real sector of economy did not exclude the sudden increase in demand for money,
which was of extraordinary nature. Therefore, in the monetary policy depending on the
nature of fluctuations, appropriate measures had to be taken. Thus, the Ukrainian
scientist emphasized the important role of the State in monetary regulation.

Unlike the followers of the classical school, Lev Fedorovych considered that
governmental intervention in money circulation was necessary. At the time when the
ideas of liberal economy had been recognized by the majority of scientists, the most of
the economists advocated laissez-faire. The idea of metallic circulation was based on
the postulate of sufficiency of such circulation. The Ukrainian scientist arrived at the
conclusion about the necessity of active government policy in the sphere of finance
owing to the study of the experience and practice of the system of paper money
circulation. He also argued for the state regulation of money circulation. This showed
that Lev Fedorovych even within the metallistic conception tended to monetarism, the
theoretical principles of which started to develop.

Distribution of banknotes as a developed form of credit money in the late 19"
century attracted the attention of economists and finance practitioners to credit
development as an important component of market economy. A new stage
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in the development of monetary circulation was associated primarily with the
displacement of metal by credit money and mergence of the state and private
commercial banks, the use of the state paper money and banknotes. Gradually
professional bankers changed jewelers, large merchants and money exchangers. The
banker was obliged to accept deposits, to use money for making profits and to share
profits with the investors. Thus, the interests on the loan appeared that constrained a
flow of money into the banks.

Credit was similar to a wheel in business. Research of credit circulation was
conducted by Lev Fedorovych on the principles described in the general monetary
evolutionary theory. The emergence and development of credit relations the scientist
connected with the evolution of production and exchange. However, if the emergence
of money signified to the end of barter operations and transition to commodity money
exchange, the development of credit made it possible for banks to increase or decrease
the total quantity of money supplied for the economy. It was impossible in a case when
banks issued notes and deposits, the number of which was relevant to the amount of
gold that remained in the bank. Therefore, credit commitments did not have a separate,
inner value, their value was a derivative. Lev Fedorovych gave a definition for the term
“credit”: “Credit is a kind of exchange in which mutual transference of values is
disconnected in time.

Definitions involving ethical categories were offered in works of the famous
national and foreign economists. In particular, the famous Ukrainian economist M.
Bunge defined “credit” according to the views of Sociological school as “a kind of
exchange, when value or service is transmitted to faith for a future reward. ” This
economic category was considered by him as relationships on the basis of mutual
benefits and compensation.

Definition made by Lev Fedorovych was based mostly on the principles of
Economics. It did not include the concepts of trust, duty, etc. as they were beyond the
scope of economic research. The scientist examined the economic category of “credit”
as relationships based on mutual benefits and compensation. In these terms, the
government’s policy on coersive crediting of the state by the citizens by issuing the
state credit bills could not be considered crediting within the meaning of this word. The
Ukrainian scientist wrote: “It is impossible to identify coersive relationships as
voluntary ones, even in the sphere of credit. The effects of voluntary loan agreements
are generally beneficial for the social economy: their values are transferred to the
people who can see their more productive use. However consequences of coersive
loans are always harmful.

Analyzing thoroughly the market monetary national economy and the conditions
of the money market, Lev Fedorovych pointed to the possibility of money substitution
by the credit. At the same time he opposed the identification
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of the concepts “credit” and “capital” (credit replaces value and capital creates it).
Concerning the problem of the exchanging money for credit, he wrote: “Under certain
conditions replacement of values can be performed easier with the help of credit than
with the help of precious metal. Thus, in practice, in many cases, credit replaces money
as a means of exchange, so the amount of the latter, which is necessary for circulation
of goods in a country or area, is reduced.

To find out in what way the credit could promote the saving of money, the
Ukrainian scientist studied various forms of credit. An original credit bill as a
permanent bank bill, that was paid due to the request by gold (silver), was the most
convenient and the most common form of debt obligations. They were issued in raised
bills and were used only for commercial payments by people. Banknotes were
universal unlike the bills of exchange and checks; they were specially assigned to be a
means of circulation equal to a coin. At the same time it is impossible to equal a
banknote and full-bodied money.

Banknotes changed with the development of market conditions: gradually the state
began to control their emission. Fundamental and important stage of this evolution was
the state announcement of the bank’s credit bills to be the legal payment means, and
they were issued in comparatively small denominations. Lev Fedorovych saw their
difference from full-bodied money in the absence of their inner value, as bills
represented only a value, debt and cash substitutes. The scientist said: “ In ordinary
banking, the banknotes replace the metallic money with great convenience; but in a
crisis and panic when trust is broken, the difference between money and credit
obligations appears rapidly. ““ Despite this difference, the bills came into all areas of
monetary circulation and in the 19" century became the state form of monetary
circulation. The scope of full-bodied money circulation began to narrow.

Another important issue of the scientist’s research dealt with the revealing of
money influence on the price. In this connection Lev Fedorovych critically analysed
the basic conceptions of representatives of metallistic (supporters of bimetallism and
monometallism) and bank schools on this issue and drew a conclusion: “Credit can
influence on prices as far as it replaces money in circulation and correspondingly as far
as it promotes the reduction of its quantity. Credit can promote reduction of the quantity
of money under the conditions: firstly, due to the change of one obligation into another,
and credit bills are the most suitable for this as they have the highest circulating power
and, secondly, due to the recognition of mutual obligations.” Thus, the commodity
market impact on prices can be exercised only by the monetary tool that can be used
for payments for several times.

Lev Fedorovych emphasized that the origin of credit money unlike paper one, that
appeared due to the needs of the State, was connected with the
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development of credit operations and banking. The creation and national development
of the latter increased the importance and role of banknotes in die circulation. But in
this case according to the scientist, there was an important problem of the correlation
of quantity of banknotes. Obviously, as it was proved by the scientist, the amount of
banknotes in circulation was determined by the real possibilities of the economy and
the opportunities to cover them. The Ukrainian scientist distinguished two extreme
forms of paper money according to their convertibility — credit money and banknotes.
Banknotes had an important feature typical for the state paper money, and likewise any
other debt obligations provided mandatory debt repayment, i. e. free exchange for
coins. But unconvertible paper money, the origin of which was related to the
development of economy, was issued by a government as a means of expenditures
covering and consequently it did not provide any payment. Thus, the amount of paper
money was limited by its possibilities to exchange for coins. Emission of paper money
depended on the requirements of commodity and money circulation. The amount of
banknotes (the unconvertable paper money)issued by a government was determined
due to the financial requirements of the state for additional financial resources and was
not protected against tyranny. Though they had something in common — they had a
legal payment power and a fixed exchange rate.

L. Fedorovych analyzed critically credit agreements differentiation into voluntary
and coersive ones, offered by A. Wagner and widely spread in economic literature. L.
Fedorovych said: ‘“Paper money being a special form of the government loan
obligation, usually appears as a result of state operations in contrast to banknotes being
the result of private credit relations.”

The Ukrainian scientist considered paper money in circulation to be a special form
of coersive loans provided by totally or partially fixed exchange rate. Being a legal
means of payment it was accepted by everybody at a nominal price providing in such
a way its circulation.

Circulating and providing of the the real sector of economy vital functions, paper
money had also a real value. The basis of paper money value, in opinion of Lev
Fedorovych, was, firstly, its usability as a means of exchange, and secondly, its rareness
that was predefined by the government monopoly for issuing. In the monetary market
the maximum of paper money value, as the scientist observed, was its metallic price
but it did not have the lowest limit, it could be even equal to zero. Thus, in the real
sector of economy the most important factor of depreciation of paper money in the
monetary market was its excessive emission which caused imbalance of demand for
money and supply for commodity. As a result the law of money circulation was violated
and inflation began.
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Lev Fedorovych analysed detrimental effects of money depreciation for:
distribution (creditor’s loss of property and casual enrichment of a debtor),
consumption (decrease of the real income as a result of decreasing of purchasing money
power, impoverishment of the poorer strata of population) and money circulation
(disorder of credit and violation of principle of exchange equivalence). However a
producer was affected more. Thus, the scientist paid a special attention to detrimental
effects of inconvertibility and depreciation of paper money on production: uncertainty
and instability arising from currency fluctuation; stagnation in industry and trade; total
costliness and speculation.

Lev Fedorovych emphasized the effects of paper money circulation in the field of
finance where it was originated from. He said: “Dispute about increasing and
decreasing of profits, expenditures of the Treasury due to the depreciation of money,
seems useless to us in terms of financial economy where profits are compatible with
expenditures, but not vice versa. In addition, government can increase taxes. In any
case the direct income of the Treasury was the amount of money received as a result
of issuing paper money. Each of the money issuings, and each decrease of paper money
value caused the reduction of this amount. “ Thus, the effects of influence of the
additional paper money issuings on the Treasury could be revealed indirectly: firstly,
tax ability of population reduced; secondly, it is impossible to balance the state budget
since there is no way to determine the value of its components in advance; thirdly, the
credits are not trusted and this can influence on the future operations with the
government loans.

Being a follower of the sociological school, Lev Fedorovych paid great attention
to the social and moral aspects in his researches. According to his opinion, depretiation
of paper money resulted in bankruptcy of creditors that accumulated the capital by the
labour and entrepreneurship. However, borrowers-losers and spenders were in
favourable conditions. The scientist emphasized that the income originated from the
issuing of paper money did not correspond to the principles of the levy of taxes defined
by the founder of the classical school Adam Smith. These principles are still relevant
today. Decrease of money real value reduced the purchasing power of paper money
that worsened the position of the poor people causing thir impoverishment, while richer
strata of population made profit on inflation. Showing the absolute comprehension of
paper money value for the development of economy, a scientist examined it as a factor
of moral decline of society, thus its circulation, and especially fluctuations in value
promoted the loss of the labour income and capital accumulation! due to the speculation
and dishonest business.

These moral aspects influenced on his point of view as a follower of the metallic
monetary system in which the value or purchasing power of the
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monetary unit was equal to the amount of a certain metal or a group of metal. Lev
Fedorovych analyzed different ways of metal circulation restoring: recognition of
national bankruptcy; devaluation of paper money i. e. recognition of partial bankruptcy
and reduction of the value of paper money; restoring of currency i. e. raising the value
of paper money to nominal prices and making its value equal to a coin. The choice of
specific methods in each country depended on the governmental actions in terms of
emission for covering the unproductive expenditures and according to this — on the
degree of depreciation of paper money.

All the methods proposed by the Ukrainian scientist included losses, but he was
convinced that these losses could be considered the lesser evil than supporting the
inflationary paper money circulation. These opinions of Lev Fedorovych are still
relevant nowadays in terms of providing the stability of national banknotes.

In his historical overview of the development of paper money circulation and the
attempts of its regulation (increasing the value of currency and turning to the to metal)
Lev Fedorovych wrote: “The history of paper money circulation is a series of
constantly repeated attempts to recover the currency failedas a result of new Treasury’s
difficulties. Paper money increased significantly a number of circulation means and
due to its inconvertibility impeded the recovering of metal currency.” It showed his
comprehension of the importance of transition to paper money, the feasibility of using
money substitutes.

Lev Fedorovych also paid great attention to the necessity of changes in the
development of the industrial capitalism in the late 19™ century in Ukraine resulted into
its gradual transformation to monopoly. This objective process was a natural result of
the development of the national capitalist relations. These transformations in Ukraine
did not differ from the similar processes in the developed countries of Western Europe
and the USA. But being one of the most actual issues of economic life, they attracted
attention of the representatives of the economic science.

D. Pikhno was among the first scientists that tried to clarify the nature of
monopolies in the Ukrainian economic thought. The research work of V. Zheleznov
devoted to this issue was also distinctive and significant. L. Fedorovych was also
actively involved in these discussions. He presented his own monopoly classification
as a result of studying the economic nature of capitalist monopolies.

Lev Fedorovych classified monopolies into types according to their characteristic
features. He distinguished absolute and relative (incomplete) monopolies due to the
degree of the industry monopolization. According to the methods of organization, he
distinguished natural and artificial monopolies. This approach prevailed in Ukrainian
economic literature.
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Wider approach was typical for D. Pikhno, who distinguished the following types of
monopolies: “1) legal and factual; 2) absolute and limited; 3) permanent and
temporary; 4) total and local; 5) monopoly of production, consumption...

The Ukrainian scientist conducted thorough analysis of changes in the functioning
of the market mechanism caused by the emergence of monopolies. He drew a
conclusion that syndicates and trusts influenced on all spheres of social life. Lev
Fedorovych considered this impact as negative one for the development of social and
economic structure of the market economy. It should be noted that this was the opinion
of the majority of Ukrainian scientists researching this issue during the period of
monopolies formation, since the beginning of their development inl880sand till the
economic crisis of 1900-1903.

Analyzing the nature of joint-stock company forms, Lev Fedorovych showed their
advantages. In his opinion, owing to these advantages more and more workers became
“co-owners” of this form of enterprise. “Limited responsibility for a small amount of
shares gives poor people the opportunity to participate in large and profitable
enterprises. “ M. Tugan-Baranovskyi, N. Sobolev and other Ukrainian economists and
scientist of that time shared these views.

In the period of active scientific research of Lev Fedorovych, the scientists focused
their attention on the problems of the development of free competition, comparison of
monopolistic and competitive forms of production organization and their impact on the
price formation. Lev Fedorovych analyzed not only the experience of market relations
development in Western Europe, but the peculiarities of the national market genesis,
market behavior of the domestic consumer and price formation specifics in a
competitive and monopolistic market.

The Ukrainian scientist supported the statement according to which a process of
price formation was significantly influenced by both market institutions: the
monopolies and competition. Thus, he paid great attention to the study of the economic
nature of each of the factors.

He considered competition as an important factor causing to apply all the
entrepreneurship skills and the economic activity of individuals. Effective economic
development was possible due to the competition as well as the harmonization of social
interests with individual ones.

Referring to the well-known concept of Adam Smith, L. Fedorovych observed that
competition did not allow the producers to direct their labor and capital to the
production of unnecessary goods or sell their products to consumers at a price which
wasn’t more than the costs of production; competition superseded the entrepreneurs
out of the market that were not
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able to use the best available tools and means of production at this time. Among the
negative effects of competitive relations the scientist pointed out to the problem of
unequal relations of the representatives of great capital and small entrepreneurs and the
possibility of reducing product quality. These effects were caused by the will to reduce
the costs of production in the process of competition.

So, among the most important theoretical achievements of Lev Fedorovych was
his interpretation of value. The scientist considered that it was formed not under the
influence of the costs of production but also under the influence of its rariness, supply
and demand. It was an important stage in the development of a new theory of value.
Lev Fedorovych was among those scientists that opposed a simplified interpretation of
the quantity theory of money. He determined factors that affected the quantity of money
and its value (credit, speed of money circulation and credit tools).

The Ukrainian scientist pointed to the market fluctuations as a factor that did not
allow to establish an absolute correspondence between the quantity of goods and
quantity of money. It was shown in Ukrainian economic literature for the fist time.

His research of nature, forms, mechanisms of crediting and their significance in
market relations was also of great importance for further development of Ukrainian
financial thought. He distinguished paper money as a form of debt obligations and bank
credit bills of the private economic sector. To a certain extent he generalized
contradictions in terms of expediency of paper money issuing, showed historical futility
of metal money circulation, natural process of demonetization of gold, displacing it by
money substitutes in circulation.

F. Fedorovych’s scientific worldview, his original approaches to the highlighting
of certain problems of economics allowed to regard him as one of the famous Ukrainian
scientists and financiers. His critical works, historicism and a scope of his research
promoted the formation of the entire scientific system and the development of a number
of issues of the finance theory, corresponding to the time.

The main works of the scientist: “Dwelling for the workers” (SPb., 1881); “The
theory of money and credit circulation” (Odessa, 1888); “History and theory of
statistics “(Odessa, 1894); “History of political economy” (Odessa, 1900); Part 1.
General concept. Production and distribution of values” (Odessa, 1901); “The theory
of political economy. Part 11. Circulation and consumption values”(Odessa, 1901) and
others.



FEDOSOV
Viktor Mykhaylovych

(Tedosov Viktor Mykhaylovych is the Ukrainian scientist and financier,

Doctor of Economic Sciences, Professor, Honored Scholar of Ukraine, Head of
the Department of Finance of Kyiv National Economic University named after Vadym
Hetman.

Viktor Mykhaylovych was born on September 21, 1939 in Kyiv. He graduated
with honors from Kyiv Institute of National Economy by specialty “Finance and
Credit”. After graduation from the University, he worked in the Ministry of Finance of
Ukraine. Since 1963, V. Fedosov has been working at Kyiv Institute of National
Economy (Kyiv National Economic University, KNEU). He completed postgraduate
and doctoral studies at the Department of Finance, worked as Deputy Dean, Vice-
Chancellor, served as the Rector of KNEU. Since 1975 he has been holding the position
of the Head of the Department of Finance.

The department headed by Fedosov was opened more than 100 years ago. World-
famous scientists Kovanko P. and M. Mitilino are considered the founders of the
Department (during 1921-1922 M. Mitilino had been the Rector of the Institute). Their
fundamental works on the theory and practice of Finance contributed greatly into the
development of the Ukrainian financial thought. A famous scientist and economist, a
Full Member of the Academy of Science, L. Yasnopolskyy was also involved in the
development of the department.

Headed by V. Fedosov, the Department of Finance became a well-known for its
scientific activity, methods of teaching of financial disciplines and publishing of
fundamental textbooks. A lot of financiers for public authorities were trained there.
The achievements of the Department staff are well-known and recognized in Ukraine
and abroad. Thousands of highly qualified specialists of the financial system of
Ukraine, hundreds of foreign specialists in other countries throughout the world,
dozens of Candidates of Economic Science in Afghanistan, Syria, Yemen, Vietnam,
Mongolia and in many countries of Africa, famous people, who contributed greatly to
the development of the financial systems in many countries, graduated from the
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Department. Many graduates head the financial authorities in their countries, working
as ministers and their deputies.

There is hardly such a Department of Finance in Ukraine which has managed to
train such a great amount of the Ministers of Finance in our country. Thus, G.
Sakhnovskyi has prepared his Candidate dissertation studying as a postgraduate student
at the Department of Finance. During 1937-1941 he was the Rector of the Odessa
Credit-Economic Institute, and after the war, he became a Minister of Finance and a
Minister of Commerce of the Ukrainian SSR. Hero of Socialist Labour, Candidate of
Economic Science, Associate Professor V. Garbuzov also graduated from the
Department of Finance. During 1944-1950 he was the Rector of the Kiev Financial and
Economic Institute. Later he became a Chairman of the State Plan of Ukraine, Deputy
Minister of Finance of the USSR and for more than a quarter of a century he had been
a Minister of Finance of the USSR. Another Department graduate P. Germanchuk
headed the Ministry of Finance of the independent Ukraine during 1994-1996. The
University graduates A. Baranovskyi and 1. Zabrodin were Ministers of Finance
froml961 till 1979andfrom 1987 till 1990.

Many university graduates hold responsible positions in the Ministries and
departments of Ukraine in the years of independence. Candidate of Economic Science
S. Buriak worked as a Chairman of State Tax Administration of Ukraine, V.
Rehuretskyi was his deputy, V. Lisovenko, S. Makatsariia and many others were the
deputies of the Minister of Finance of Ukraine. Department graduate V. Padalkaheaded
Financial Department of Kyiv City State Administration for many years. In 2006,
KNEU was named after a financier and reformer Vadym Petrovych Hetman (he was
awarded the title of Hero of Ukraine posthumously). Vadym Hetman graduated also
from the Department of Finance of KNEU. He worked as a Chairman of the Board of
the National Bank of Ukraine and Interbank Currency Exchange in the period of market
transformation of the economy in Ukraine.

For more than 30 years the Department of Finance has been headed by the
Department graduate, Professor V. Fedosov. He is the world-famous Ukrainian
scientist. He is the well-educated person who speaks several languages fluently. V.
Fedosov has published more than 250 works. His monographs, textbooks, articles and
tutorials were published in Germany, Poland, Russia, Slovakia, Hungary, the Czech
Republic etc. He is the author and co-author of the first Ukrainian textbooks and
tutorials in Finance such as: “Public Finance”, “Finance of foreign corporations”, “The
tax system of Ukraine”, “Budget Management”, “Finance”, “Tax Management” etc.
He is the co-author of many textbooks published in Ukraine and Russia highlighting
the theoretical and methodological principles and practical
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aspects of management of the public and corporate finance and tax functioning and the
international experience in this field. The problem of crisis of the Soviet economy in
the 1980s was revealed in the textbook “Public Finance” published in the USSR due
to the efforts of V. Fedosov. It was a period of finance, monetary, credit, economy and
consumer market disorder and imbalance. Such social problems as inflation, budget
deficit and public debt appeared. Ways of overcoming the crisis including the objective
necessity of transition to the market economy were shown from the scientific and
theoretical point of view. The public was also concerned about these problems as well
as the theoreticians and practitioners. The chapter “Financial regulation of market
relations” was included into the content of the textbook. V. Fedosov founded his own
scientific research school of taxes and public finances. He is a participant of many
Ukrainian and international conferences. Over 50 Candidate and Doctoral dissertations
were defended under his scientific supervision.

Viktor Mykhaylovych is the head of the Specialized Academic Council of KNEU
for Doctoral and Candidate dissertations defence by specialty 08. 00. 08 — “Money,
Finance and Credit, ” a member of the Specialized Academic Council for Doctoral and
Candidate dissertations defence of the Institute of International Relations of Taras
Shevchenko National University of Kyiv by specialty 08. 00. 02 — “The world
economy and international economic relations. “ V. Fedosov is a member of editorial
boards of many magazines and collected scientific papers. He had been a member of
the Expert Council of Higher Attestation Commission, an advisor to the State
Commission Chairman on securities and stock market, a member of the Council of
Experts under the President of Ukraine and a member of many governmental and
presidential commissions on reforming of the financial and tax system of Ukraine and
developing the strategy of economic and social development of Ukraine in 2004 —
2015. He participated in the development of the Ukrainian financial legislation. For
the time being Fedosov is an advisor to the Minister of Finance of Ukraine, a member
of the Board of the National Bank of Ukraine, the Chairman of the Public Council of
the State Control and Auditing Service. V. Fedosov was awarded the Orders “For
Merit” of the 2-nd and 3-d Classes.

V. Fedosov is the author and co-author of many scientific works. The most
significant are the following ones: “Taxes in the system of the statemonopoly
capitalism of FRG”, “Taxes in the economy of modern capitalism”, “Modern
capitalism and taxes (Questions of methodology and theory)”, “State — Taxes —
Business”, “Financial Restructuring in Ukraine: problems and trends” (co-authors S.
Liovochkin and V. Oparin, it was awarded the 1st degree Diploma at the National
competition of scientific
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monographs dedicated to the 140" anniversary of M. Tugan-Baranovskyy). The basic
principles and directions of financial restructuring in the period of the market economy
transition have been investigated in this monograph. The experience and results of the
economy financial sector and the State financial sector reforms have been generalized,
the main components of financial strategy and tactics of Ukraine have been highlighted,
and financial potential of Ukraine has been defined and estimated. The work of famous
German economist Sh. Blankart “Public finances in a democracy” was translated into
Ukrainian and published under the scientific editorship of V. Fedosov.

The monograph “Zaporizka Sich as Ukrainian phenomenon” was issued under the
editorship of V. Fedosov and awarded the Prize of Yaroslav the Wise. This book deals
with the mysterious phenomenon of national history — Ukrainian Cossacks, Zaporizka
Sich and its public institutions. The Cossack Republic is regarded as a peculiar form of
the Ukrainian people’s life organization, as the source of our State not only from the
social and political point of view but also in terms of ethno national, financial and
economic development.

The theory and methodology of finance and taxes, the world financial thought and
western experience, the theory and practice of public finance, taxes transfer are the
main scientific concerns of V. Fedosov. The scientist investigates the finances and
taxes of the economy of the industrialized developed countries, the problems of
budgeting and taxing organization and techniques and budgetary federalism. He has
devoted a lot of his works to this issue. The active creative scientific research has made
possible for him to formulate a number of conceptually important ideas of financial
theory and practice, fiscal policy, the methodology of financial science, its apparatus
of categories and concepts.

Firstly, it concerns the definition of methodological approaches to the disclosure
of the essence, opportunities and potential of finance and fiscal policy, the reasoning
of the methodologically important statement — tax as an initial category of the state
finance. This scientific thesis had been proposed by Professor B. Sutormina, was
developed and reasoned by V. Fedosov later.

It has been proved by him that tax is a universal initial category showing the main
internal essential traits and qualitative characteristics of public finances in the
developed market economic system. It has been substantiated that market economy tax
system of financial relations is a dominant one, the social capital is largely determined
by the state fiscal policy and it influences on the entire process of production,
distribution, exchange and consumption of national product under the current
conditions of market economy
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development. A part of the national product value appropriated by the state by means
of taxes can circulate to a certain extent independently within the tax and financial
systems. Further, it becomes a part of the general circulation under the influence of the
state, which uses actively various financial instruments and levers. It allowed to reveal
cause-effect relationships between objective and subjective sides in the finance and
taxes, between objective financial categories and mobile changeable reality — finance
law, financial policy, and financial management. Stable interrelations and
interdependencies singling out allowed to detect objective regularities and tendencies
of the finance and taxes as the specific sphere of economic relations development, to
reveal its laws, to prove that the development of the market economy promotes to
include objective and subjective features into the finance and taxes.

Secondly, the scientist drew the conclusion due to which finance, taxes, the market
and commodity-monetary economy are fundamental foundations of human
civilization. Finance is one of the pillars of society as well as family, property, State
and religion. They have internal inherently unique logical structure, which consists of
individual segments of financial relations with specific internal laws of movement.
Each component of the internal structure of finance is a financial category. These
categories can form specific rows and groups from the simplest ones to the most
complicated financial groups; they are all directly and reversibly interconnected.
Highlighted levels and forms of financial relations can be specified according to the
reality. As the result the institutional structure of the financial system can be formed.
Finance, financial policies and management are implemented by means of the system
of the state financial bodies and institutions.

Thirdly, it deals with the highlighting of the genesis and evolution of the world
financial thought. In this regard special attention should be paid to the research of the
theory of bureaucracy in general and particularly to the financial bureaucracy. This
research was conducted in Ukraine by V. Fedosov together with Professor V.
Andruschenko. In this context, the implementation of the results of theoretical studies
of Western economists into the fiscal policy of the developed countries becomes an
interesting issue. The main thesis of all the works of Fedosov is that fiscal policy should
be based on a strong conceptual basis. Following this, fiscal policy should be based on
fundamental theoretical principles and on certain financial and economic doctrine. This
doctrine is a dominant, starting point and indicator of the fiscal policy. Fiscal policy
should be scientifically substantiated and conducted simultaneously with the other
components of economic policy (price, money, credit, currency) aimed at the solving
of common problems.
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Conducting the policy of economic growth should be the dominant part of the fiscal
strategy. The strategy of fiscal policy development in Ukraine should be based on a
thorough theoretical basis and the characteristic features of the economy transition state
should be taken into account.

The necessity of stable and dynamic economic development providing in Ukraine
requires a clear definition of priority targets, strategic and tactical objectives of fiscal
policy and the criteria for their implementation. Under these conditions, according to
V. Fedosov, the development of financial strategy and the state tactics of the
fundamental financial and economic doctrines, flexible combination of neo-Keynesian
and neoclassical approaches should be one of the most important tasks of national
priority. This requires changes in priorities, nature and directions, different means and
mechanisms of fiscal policy and public financial management. Economic development
depends on the quality and effectiveness of these phenomena.

Fourthly, it deals with the searching and substantiating of the opportunities of
transferring of the most efficient, effective elements and forms of the world experience
in the theory and practice of finance. In particular, it deals with the budget management,
its modern instruments, different national versions of the budget process and tax
systems, various fiscal procedures and new technologies in tax and budget
management. Advanced technologies of budget flows management have been
developed by the financial science of the West. Medium-term financial planning is
common in the most Western European countries. Theoretical and practical financial
management has been significantly developed. A great variety of ideas and knowledge
revealing the achievements of the world theory and practice of finance and financial
management, international experience of budgetary procedures and techniques
improvement has been shown in the works of V. Fedosov. His works help to understand
the Western doctrine of finance which is based on the responsibility of government to
the taxpayers and the people in general. In the center of the Western models of economy
and public finances are the people’s concerns both the citizens and consumers. Thus,
the theoretical interpretation of financial phenomena and practical techniques of
budgeting are subjected to this imperative.

Fifthly, V. Fedosov grounded the important thesis regarding the need of thorough
and radical financial restructuring in Ukraine. It is proved that complete and effective
financial restructuring is possible only on the basis of a comprehensive theoretical
reasoning and practical implementation of the achievements of the world financial
thought, under the conditions of market reforms combined with the elements of
effective and targeted state regulation. The financial model of the administrative
economy is still practically unchangeable in Ukraine as for the proportions and the
sequence
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of distribution of the national product. Financial relations in Ukraine have not been
radically changed yet. V. Fedosov said that under such conditions the income policy
should be in the centre of the economic and financial policy of the State. Thus, the
main task is to ensure a high level of individual income. It will increase the share of
wages in GDP, the welfare increasing and the public finance reducing.

So, the change in the balance between public and private consumption must be in
the center of the financial model reforming. Incomes rising will stimulate production
through the expansion of public demand. Currently, the main economic problems of
Ukraine can be explained by the low purchasing power of its citizens. And this, but not
high taxes influences on the production. The increase of individual income will
promote to the citizens’ payments to the budget and reduce social expenditures, allow
to solve one of the most urgent tasks of economic transition — reducing business
taxation. Thus, it is the income policy which can be the key to the reforming of the
financial model of society, optimize the structure of GDP, which is necessary for the
real economic restructuring and reforming financial and fiscal policy.

The main works of the scientist: “Taxes in the system of the state monopoly
capitalism in FRG” (Moscow, 1969); “Taxes in the economy of modern capitalism (on
the example of FRG)” (K., 1977); “Modem capitalism and taxes (Questions of
methodology and theory)” (K., 1987); “The state — taxes — business (from the global
experience of fiscal regulation of market economy)” (editor, co-author K., 1992);
“Zaporizka Sich as the Ukrainian phenomenon “ (co-author, K., 1995); “Financial
Restructuring in Ukraine: problems and trends” (editor, co-author, K., 2002); “Budget
Management” (editor, K., 2004); “Finance” (editor, K., 2008); “Financial Markets:
European integration paradigm” (editor, K., 2008); “Theory of Finance” (editor, co-
author K., 2010) and others.



FRANKO
Ivan Yakovych

(1856-1916)

(J7ranko Ivan Yakovych was a man of encyclopedic knowledge, author, publicist and
public figure. Although he wasn’t a professional economist he made a significant
contribution into economic theory, including his works on money turnover and finance,
development of credit and banking. He was the type of thinker who stressed the
importance of economic issues. In the current edition of Franko’s collection of literary
and scientific works, his economic theory books make up 2 out of 50 volumes. His
literary works supplement his specific works on economics and give more a complete
idea regarding the evolution of economic views of that time. Given his profession and
the main direction of his creative activities, Ivan Franko didn’t claim to write the
compendium of economic knowledge. Even though he did some research on market
theory and its main categories, he was doing it only for two reasons. The first was to
arouse readers’ interest in financial and economic problems, understanding of which
would give them better insight into what causes the poverty and impoverishment of the
masses. The second was to get around censorship and promote progressive ideas as if
they were based only on academic research.

The Ukrainian thinker was born on 25" of August in 1856, in the village of
Nahuievychi (today called Ivan Franko’s village) of Drohobych county in a wealthy
family. His father was a blacksmith and he was able to support the family on his own.
Ivan Franko attended elementary school in the village of Yasenytsia Silna. In 1875,
after his successful graduation from Drohobych gymnasium he entered the Faculty of
Philosophy of Lviv University. His study there was interrupted on the 8th month due
to the arrest (1877-1878) for his participation in student democratic movement. Under
those circumstances, he deepened his knowledge in the field of economics, to
considering it one of the most important social sciences. Following the second arrest in
1880, his study was interrupted for almost 10 years. After Ivan graduated from
Chemivtsi University in 1891, since 1892, he had been working on his doctoral
dissertation in Vienna under the supervision of Professor V. Jagic. In 1893 he got his
Doctor of Philosophy degree in the
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University of Vienna and hoped to start teaching in Lviv University; however, he was
denied as he was deemed unreliable by the officials. He mainly did literary work, but
at the same time, economic knowledge enabled him to better understand particular
economic phenomena. This helped him, as for some time Ivan Franko taught political
economy in workers’ selfeducation clubs and compiled a suitable social economy
textbook using the ideas of John S. Mill, M. Chernyshevskyi, K. Marx. Ivan Franko
knew German, so he was able to read the original “Capital” by K. Marx. To spread his
economic ideas, that reveal the laws of capitalist production, he translated the 24th
chapter of the first volume of K. Marx’s “Capital” into Ukrainian and planned to
publish it as the textbook’s appendix. Unfortunately, the textbook never saw the light
of day, so Ivan Franko started to print series of brochures and articles dedicated to
specific problems of political economy that impress with his awareness of economic
issues of social development even now.

Publications regarding the problems of the social and economic situation of Galicia
as a part of Austro-Hungarian Empire that had its own specifics were an important part
of Ivan Franko’s scientific works, and those of his outstanding fellow countrymen’s
(V. Barvinskyi, O. Terletskyi, V. Navrotskyi, Y. Bachynskyi). Franko as a writer and
economist researched as the government’s fiscal policy, the establishing of banking
and its social significance, economic problems of the region during the active
development of money economy and the establishment of the market economy after
the abolition of serfdom in Galicia in 1848 on a very high level. While studying the
problems of forming and distribution of budget, fiscal policy, and credit, Ivan Franko,
first of all, was interested in the social and economic function of these publically
important institutions and their role in the economic life of Galicia.

Ivan Franko, being a carrier and spokesman of the Ukrainian language, was first to
introduce and use Ukrainian economic terms. Under the influence of theories by A.
Smith, D. Ricardo and other classics he developed and presented conceptual apparatus
that was mostly adopted from labor theory of value. This can be seen in particular
through the usage of categories like “replacement value”, “applied value” etc. The
Ukrainian philosopher and economist had a harmonious and logical system of
economic categories that was a methodological basis for analysis and understanding of
contemporary paper money, the evolution of money turnover in the market economy
and the development of finance. In publication “The conversation about money and
treasures” that was included to the 19" volume of the twenty-volume edition of works
of the great Ukrainian thinker, he looked into the money concept, its value, functions,
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and evolution, because these questions were potentially interesting for vast masses.
Using news style, which made it easy to understand for the general public, he displayed
complicated economic categories, which were at that time still remained the subject to
debate in academic circles of different economic schools. The essence of paper and
metal money the author illustrated through the fact that money serves as an
intermediary in a trade regardless of whether commodity money or their substitutes
(fiat money, that have a representative nature and no internal value) are in use. The
value itself, in Ivan Franko’s point of view, has dual nature — it takes into account the
consumption of labor and utility of the product. These ideas regarding the nature of
value were a lot more complex than the ideas of his predecessors and some of the
contemporaries, but at the same time, we can see the alteration in Ivan Franko’s
understanding of these categories. They changed under the influence of different
circumstances.

I. Franko revealed the meaning, patterns of occurrence and role that money plays
in trade. In work “The conversation about money and treasures” the thinker outlined
his perception of basic functions of money in a form of a fictitious narrative, at great
length reviewed such money functions as a measure of value, a medium of exchange,
an instrument of payment, a means of hoarding treasures. He comprehensively and
easily outlined the patterns of money development — from bullions or bars that were
weighted (pounds) to paper money with their national form, state signs, and forced
exchange rate. In an easily understandable for wide masses form, Ivan showed coins’
formation process and a process of creation of treasures in Middle Ages, explained the
functions of money while doing operations with moneylender and trade capital in the
pre-capitalistic era.

Ivan Franko, as well as most of his contemporaries, adhered to the quantity theory
of money. He stated that the paper karbovanets, the value of which is forced by
government, was the borrowing karbovanets, therefore, to increase its real value you
need to decrease its amount in circulation. Moreover, I. Franko used microeconomic
approach, which is shown in taking into the consideration the motives of economic
agents. The Ukrainian scientist believed that state of the finances, in particular, the
attempts to form them in liquid, i. e. cash form, is detected through the real, not the
nominal value: if the of karbovanets falls, then there is no room to talk about
improvements in the financial circumstances, as well as the economic activity in
general. Ivan Franko critically appraised the doings of Russian ministers, who used
foreign loans to balance the budget deficit. He gave an objective assessment of the
main problem of the Russian budget and revealed the real purpose of those loans. They
were taken not for balancing
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the internal expenses of the country, but for war needs, which he believed to be
unjustified waste that was also accompanied by a loss of life.

In the work “The Galician indemnification” the scientist, while considering the
consequences of serfdom abolition, as one of the forms of noneconomic relations, and
implementation of indemnification laws, in a fictitious style, but with deep scientific
understanding of the problem, described the mechanism of transformation of feudal
duties (gavel work, homage that was paid to the feudal lord) into capitalistic forms.
They intensified the market and economic relations between entrepreneur and
employees when the government assumed the function of intermediary that provided
landlords with the refund through the collection of indemnification debt from peasants
and workers. Under the conditions of budget theft and waste that led to general poverty
and ignorance of the majority of the population, it became increasingly important to
conduct educational activities regarding the laws and new directions of the government
on the problems of taxation and credit among the most exposed strata of society —
peasants. A significant part of Franko’s publications was dedicated to this problem. In
particular, regarding one of the most difficult theoretical problems (the problem of the
tax shifting), which still remains vital in present days, 1. Franko openly called for even
distribution of taxes between citizens according to their solvency. With clear
condemnation, he opposed infliction of harm to the industry caused by the conversion.
This issue was raised in the article “The conversion of the indemnification debt” and
in the notice “A word about conversion” which revealed the true anti-national, anti-
economic nature of the conversion introduced by the government. By using statistical
calculations, 1. Franko proved that behind declared by the government phrases on the
growth and development of the region, on investments and so on, greedy interests of
the limited circle of people which consists of gentry and financial tycoons lie. After
all, debt recovery with the refund of the value of abolished feudal duties to local
landlords for 7 years, as it was offered to the Galicians increases a number of payments
several times. Simultaneously, for the existing financial institutes that operated at that
time conversion was the most drastic instrument of placing their capital surplus while
forming syndicates to finance the conversion of government loans was the easiest way
to obtain extra income without specific risks and efforts. I. Franko is known for being
a supporter of the “strong and rich government which is capable of conducting
economic transformations” with the help of state credit and well-organized tax
structure. He was one of the first to draw attention to the problem of interconnection
of taxes and state credit. lvan was an adherent of the reasonable taxes, which were
designed to cover ordinary
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state expenditure, whilst the credits were intended to meet common needs, which
governments should have abandoned.

Franko’s statistical analysis of the government budget was intended to figure out
the correlation between revenues that the Habsburg monarchy obtained from Ukrainian
lands and the Imperial budget expenses on solving economic problems of the region.
Aggregate revenue of the economically developed region was extremely low and this
fact prompted the Ukrainian thinker to speculate about the tax responsibility of the
workers. These speculations were presented in his economic essay “The power of taxes
in Galicia”. While considering the budget of Galicia in 1883, Ivan Franko provides
quite an interesting comparative statistics data. He stated that revenue produced by the
region was equal to 9.6% of total income of the monarchy while the proportion of the
population is 26.9% and the proportion of the area is 26.1%. It came as a big surprise
for the Ukrainian researcher that even the perfect levy machine that existed in Austro-
Hungarian Empire wasn’t able to extract more money from the local population thus
proving its poverty and non-solvency.

The analysis of the revenue constituent structure of the local budget that was made
by 1. Franko attested that Galicia was paying the lowest income tax amongst all other
lands of the monarchy. This indicated the absence of development in the business and
the low-income level of working people that make the basis for taxation. In comparison
with other regions, industry and traditional agriculture in Galicia were outdated. This
was shown in the low solvency of region’s population. But at the same time, statistical
calculations revealed the highest tax burden that showed not only the people’s poverty
but also hard exploitation, robbery of people through taxes. Income from individual
activities and also statistical data of ministries and certain departments that operated in
Galicia verified that fact.

Ivan Franko was familiar with scientific attainments regarding the explanation of
the legal structure of taxes. He showed his deep scientific understanding of the main
point of taxes and the mechanism of taxation in the review of the publication of S.
Shchepanovskyi “The misery in Galicia in numbers”. The Ukrainian philosopher
critically evaluated the existing technique of definition of taxation burden in different
countries, which involved the estimation of tax amount compared to a number of
residents. From lvan Franko’s perspective, these incomplete calculations didn’t give
the real picture of the fair and equivalent (to the income) tax burden. He insisted on
examining tax payment not in relation to its aggregate amount, but in relation to the
amount of products that are produced in the region. A common method of estimating
the percent of taxes in gross income per capita actually characterized the tax burden.
The scientist believed that
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estimation of the tax burden could be more objective if the mortgage and
indemnification debts, losses arising from custom policy etc. were taken into
consideration.

As well as other economists who were actively debating the consequences of the
country’s participation in All-European confrontation, Ivan Franko studied economic
problems in the context of actual problems of the region’s development. The majority
of the economists condemned the financial “tricks” of the government that tended to
destabilize the economy. Ivan Franko proved that ruinous consequences of fiscalism
and detrimental actions of government had systematic nature. The scientist also
(besides the general economic problems that were caused by the government actions)
pointed out the political apathy of Ukrainian people, as the result of their economic
dependence on the center. The existing social structure of the population attested to the
insignificance of the middle class, on which the economic, national and cultural
development depended on, and which apparently provided a basis for the market
economy. The distrust of the industrial activity in the region among the affluent
segments of the society was justified because the impetus for the entrepreneurship was
not patriotism, but a hunger for profit earning. According to Ivan Franko the main
reason for the retardation and decline of the local industry was excessive tax burden,
in particular the autonomous, regional, district, public and other taxes, that were so
severe that they made it impossible for the industrial products of the region to compete
with the industrial products made in other regions.

This approach of the central government didn’t give a single opportunity for the
regional governments to conduct the economic policy that would provide consistent
and continuous transformations in the economy.

The proof of the preservation of the class nature of taxation in the region was the
system of indirect taxes imposed primarily on the articles of consumption of an
ordinary person — the biggest consumer and taxpayer.

Ivan Franko stressed the necessity for the government to implement personal
income tax to provide economic equity and tax equality for all taxpayers. He also
substantiated the expediency of imposing the taxes on the activities of money and
commodity exchanges, which received significant income from their indirect activity
and also the expediency of the luxury tax increase. Franko studied indirect taxes
amongst the group of other factors that prevented the development of The Galician
agriculture and the economy of the region in general because they concerned every
inhabitant of the region, especially the overwhelming majority — poor farmers. Galicia
provided more than one-sixth of the amount of the indirect taxes in the
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monarchy. The amount of indirect taxes per capita in the region was 2. 7 limes the
amount of direct taxes.

I he general conclusion, that was made by I. Franko after he researched | he
revenues of Galicia budget and the role that some of its components played in the
consolidated budget of the Austro-Hungarian Empire, lied in the recognition of the low
taxation solvency of the enterprises and individuals because lagging economy and the
under-development of the industry and agriculture. Fiscal system, that operated then,
repressed normal reproduction by disrupting the fundamentals of the economy and
deteriorating the economic situation in Galicia. Its productive forces were dwindling,
and the population was becoming poorer only to fill the treasury. I. Franko claimed
that national wealth of Galicia was getting damaged by the combination of European
capitalists and Austrian bureaucracy. From the scientist’s perspective, customs duties
were the political instrument that conflicted with the interests of the economic
development of the region. Russian Empire imposed the high customs tariff on
products that were made using the local components (earth wax, wood etc.), without
making any changes in the custom tariff regarding the resources. This contributed to
the outflow of both natural and financial resources from the region, and its
transformation into a raw materials appendage of the other regions and the global
market.

In the publication “Galicia and the state budget of this year” Ivan Franko analyzed
the revenues of the Austro-Hungarian government from Galicia and the expenditures
of the state on this destitute region. Unlike the predecessors, his scientific innovation
was in not confining himself to the ascertaining of the absolute figures of the revenues
and costs. Statistical analysis that was used by the author was combined with the
comparative analysis and calculations of the amount of government revenues per unit
area and per capita for the different parts of the Empire. As the result, of this
comparative analysis it was revealed that according to the absolute indicators Galicia
was ranked ¢ in Austro-Hungarian Empire in income per capita, and according to
comparative indicators: it was ranked ninth by area and next to last by population. In
his investigation I. Franko emphasized the necessity of taking into consideration a
number of amendments during the process of formulation the economic policy. Thus,
the existing at that time methods of estimating the revenues of the treasury of the
region, that were used by the officials, included the amount of income in the regions
but didn’t take into account almost the one-tenth of the aggregate amount of budget
revenues that were forthcoming from railways in the region, and from other undivided
profits.
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The Ukrainian writer and economist pointed out the widespread phenomenon of
the tax shifting in the economy of the region: “With all sorts of consumption taxes
being in use, not the producer, but the consumer always pays the whole amount of the
tax.” To confirm his conclusions, he provided concrete examples. In particular, he
showed that for products for which there were a demand (for example beer, sugar etc.)
the producers shifted tax to the consumer. Given the tax shifting and the centralization
of the income in the capital, I. Franko reached a conclusion, that the figures of the
revenue from the region were much higher than the figures provided by the officials.

Other important questions to which the Ukrainian economist sought the answers
were: to what extend Galicia used the state budget assignation, in which way the funds
that were transferred to the state budget in the form of taxes and other revenues were
returning to Galicia and if this kind of budgetary financing and staying as a part of
Austrian monarchy, in general, was beneficial for Galicia at all. After comparing the
sum of the total expenditures and the total revenues, Ivan Franko found that only during
1884 the government received more than 13 million of Austro-Hungarian guldens of
net profit from the economic activity in Galicia. Moreover, this revenue to the state
budget was increasing annually. Franko also stated that the finances directed to the state
budget were spent mainly not on ensuring the economic development of the region and
not on the creation of new businesses and new jobs, but on maintenance of local
bureaucracy and functioning of the mechanism of exploitation and subjugation. Also,
the large-scale public funded railroad construction that officials bragged about
primarily served the strategic interests of the state. And whether Galicia would or
wouldn’t have benefits from that, was actually a debatable question according to Ivan
Franko. The railway construction was funded from the money of the empire’s
inhabitants or, in other words, from the money that was received by the state treasury.
It’s noteworthy that I. Franko considered statistics to be “the end element of the science
about the communities that provides this science with the level of thoroughness and
certainty that is in common for all experimental sciences.” While conducting a critical
analysis of statistical and economic works of V. Navrotskyi, Ivan Franko stressed that
during his short creative life Navrotskyi in his solid works “shed light on dirty public
houses, poor households and everywhere showed grief and extortion to the previously
blind eyes.”

The problem of state budget expenses on the regional needs was also raised in the
publication “How much do our schools cost” that actually was a continuation of the
previous deeply academic work “The power of taxes in Galicia”. The Ukrainian
scientist stated that among the expenses that
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government spent on the needs of the regions, the expenses that were spent on the
schools and social needs of the local population had to be prioritized. The culture and
education, to Ivan Franko’s mind, were the fundamentals for the civilized development
and, moreover, they strengthened the social relations in a state and ensured its integrity.
Therefore, the Austrian government had to take better care of the national and cultural
interests of the Empire’s provinces for its own sake. However, even one of the
important factors of the social development — education wasn’t funded sufficiently.
While estimating the government budget, the scientist noticed that in Galicia only 11.
4% of the expenses were spent on schools, whilst by the area and population the region
was one-fourth of the size of the whole monarchy. Even in worse conditions, in
comparison to the other regions of the Empire, was the maintenance of the regional
higher educational establishments. For example, Lviv and Chernivtsi University, Lviv
Polytechnic were the poorest in the Austro-Hungarian Empire in regards to the material
and technical support of the educational activities of the teachers. Summarizing the
analysis of the government budget policy on the costs required for the establishment
of the social infrastructure of the region and for the people’s needs, the writer reached
a depressing conclusion: the state as the one of the most important institutes for
promotion of the business development was like a stepmother for the Ukrainian land
that tried to get more and to give less with the obvious and uncalculated harm to the
economic and cultural development. While conducting the analysis Ivan Franko wasn’t
motivated by the professional interest to the questions of the budget, finance and credit,
fiscal policy of the central government and the local government; he was motivated by
the desire and necessity to investigate the condition of the region as the part of the
Habsburg Monarchy, by the need to reveal the mechanism of people-robbing with the
means of financial and credit instruments.

On repeated occasions I. Franko used the analysis of the local finance and its
economic allocation. The report of the minister of the finance for 1882 forced the
scientist to make its critical review. The outcome of the critical analysis of that report
was the work called “The report of the minister of the finance on the state revenues in
1882” in which the scientist negated optimistic conclusions of the finance mister
regarding the growth in prosperity of the population of Galicia.

The work “Five years of the region’s economy” was dedicated to the problem of
governmental giving false statistics to the public, which one- sidedly characterized the
revenues of the region. With a rather effective use of statistical calculations and by
comparing the revenues and debts of the region in 1876-1880 Franko showed that the
debts were increasing faster
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than the revenues. These manipulations with the statistical sources and the conduction
of his own statistical research were used as the evidence base for many of his
conclusions and generalizations. In particular, while investigating the consequences of
the phenomenon mentioned above, lvan Franko discovered the considerable increase
in the expenses on the maintenance of bureaucratic apparatus. For example, in 1879,
the salary of the local officials, paid from the state budget, was increased 1. 5-2 times,
despite that the year being extremely difficult for the region’s economy. Using the
statistical instruments to conduct the research in his works, lvan Franko repeatedly
claimed that “the high and mighty” who “graciously protect our welfare” don’t let the
others access the statistical sources; they “falsify them mercilessly” and submit the
false data as the collected statistics.

The substantial expenses on the maintenance of the government officials and the
imperial court drew the scientist’s attention to the problem of unproductive
governmental expenses. It’s worth to note, that at that time the economists’ awareness
of the substance of the state budget expenses and their destination in the conditions of
the market economy establishment was minimal. There were the extreme views:
according to the classical approach (A. Smith) all the governmental costs were
considered unproductive. However, the new approach was based on the
acknowledgment of the governmental services’ necessity to ensure economic
development and create general economic conditions that would stimulate the
“economic man”. The innovation of the Ukrainian scientist was that he not only gave
the definition of productive and unproductive costs and examined the major difference
between them but also conducted the item by item analysis of the state budget. Some
tables that were built by him required not only hard work but also the knowledge of
the statistical methods that successfully complemented and provided facts for
theoretical reflections of the researcher. For example, while examining the correlation
between the productive and unproductive costs at one side and the revenues on the
other, Ivan Franko reached a conclusion that cutting the costs on the maintenance of
the bureaucracy by half would solve the problem of the budget deficit and thus create
the proper monetary basis for the business development.

Despite the fact that Ivan Franko’s passion for the problems of the budget, finance
and taxing in his multidimensional scientific and journalistic works wasn’t the
professional passion and the materials and statistics that he used were incomplete, and
sometimes even inaccurate, the scientist still managed to reveal the social and
economic nature of the regional budget and deepened the theoretical analysis of
various economic phenomena. While working as an employee in different periodicals,
Ivan Franko did economic
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reports with the diligence and profundity of a scientist and used statistical calculations
in a rather effective manner. Thus, in the work “The regional budget” he used factual
statistical calculations to compare the budget tcvenues and expenses and viewed them
by constituents, assessing each of them from the perspective of the labor force of the
region and its national and cultural needs rather than the perspective of the government.
With typical for the Ukrainian thinker sarcasm, those constituents that dealt with the
material funding of the social security, education and etc. succumbed to the biting
criticism. During the analysis of the budget assignments on the development of the
mining and manufacturing industry and the agriculture, which were the basis for the
economic activity in the region and the establishment of the welfare of the population,
the scientist tried to explain their role in the general economic development and in the
future of Galicia. I he Ukrainian scientist’s conclusions were distressing — even
employing simple budget calculations that were done using the available faked by “the
mighty of this world” statistical data; Ivan Franko was able to show the miserable state
of the region and the exploitative nature of the Austro- I lungarian financial policy.

Therefore, in addition to the finance, the statistics and the problems and limits in
the application of it play quite an extensive role in the works of Ivan Franko. It was the
evidence base for many of his conclusions and generalizations and also the instrument
in the research. This explains the rather active role he played in the Lviv-based newly
formed (1883) “Ethnographical and statistic club” of the Academic Brotherhood. His
goals were, firstly, to collect materials (printed and hand-written) that referred to
ethnography and statistics of the Ukrainian nation; secondly, to study the methods and
the object of these sciences, using the researches and the reports; thirdly, to organize
expeditions to collect ethnographic and statistical materials, to examine these materials
directly on-spot in different places of the region. The participation in this club enriched
the possibilities of wide utilization of the statistics in economic works for the member
and journalist Franko.

1. Franko didn’t stay away from the important questions like the market economy
development and the establishment of the banking system in Ukraine under the
influence of the objective process of the strengthening of the commodity-money
relations. In Galicia, the author had the opportunity to observe the banking activity at
the stage of formation, and so to properly evaluate its social and economic
consequences from the get-go.

Ivan Franko in his social and economic observations (for example “The bank of
the region” (1883)1 with proper completeness and consistency examines the role of the
bank in the lives and economic activity of the most
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common segment of the population — the peasants. The real “martyrology” for the
peasants he calls the establishment of “the regional banks”. They contributed to the
development of the monetary economy that was actively superseding the traditional or
subsistence economy. Appreciating the role of the banks in overcoming of many
economic ills in the development of the industry and business, Ivan Franko was
realistic about the development perspectives and indicated the necessity for creating
the conditions for economic stimulation. Franko’s explorations on the finance and the
development of the banking bore deep scientific and concrete nature. The economist
was clarifying financial problems, not from a narrow, mainly the Galician, but rather
from the Western European perspective, which illustrated his knowledge of the
advanced views of the European economists. He conducted analytical research and
compared the real financial resources of Galicia and the resources of other European
countries, especially the resources of Italy and Hungary as they were the countries,
whose capitalistic and economic development and the market foundation of the
monetary and credit policy started relatively recently. As the result, lvan Franko found
out that the capital at that time was accumulated in the banks, saving banks and advance
associations of Galicia, was dozens of times smaller in absolute size and per capita than
in those countries. This showed the lack of national capital that hindered the economic
and social development of the region. Obviously, that amount of capital was not
enough to overcome all economic problems in the regional development. That’s why
pretty much all his articles on banking were concluded with the thought that Ukrainians
should start taking part in banking activity. This showcases his good understanding of
the role of the banks in economy development.

The second feature of the development of monetary and credit relations, and
particularly the banking, on the territory of Ukraine was the money- lending, which
was based not on the solving of current economic problems, but on getting a proper
gain. The scientist dedicated a number of his publications to this problem, among
which there was the research called “The money-lending in Galicia”. Indicating the
cons of the banking activity, Ivan Franko would still prefer bank loans, because, in his
words, money- lending practice was like the fungus that was spreading on all the
manifestations of economic life and with equally devastating consequences for the
economic development everywhere.

The money-lending practice exceeded the banking activities in the region and was
the disrupting factor in the sectors like the bank credit, the commaodity trade and the
development of the livestock and grain farming.

From the scientist’s perspective, considering the general development and the
nature of the monetary economy and its influence on the real
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economy, Galicia might be called the classical country of the usury, because in Europe
there was no other country that could display such a large number of the professional
money-lenders and such a scale of the usurious transactions in the economic activity.
Among the reasons that prompted considerable masses of peasants to use money-
lenders’ services were the governmental and the autonomous money taxes, for the
prompt payment of which there was never enough money. The massive extortion by
the small rural money-lenders, who often led their borrowers to the execution, and not
to mention the crushing terms of working off and paying the interest in kind, resulted
in the emergence of the advance money cash and banks, that had lower interest rates
for the credits. Their evolution led to the shaping of the more reliable money market
infrastructure in Galicia that was regulated by the market mechanisms.

Realizing the problems of peasants as the most common stratum of the regional
population, Franko examined the process of establishment and development of the
banks in Galicia from the perspective of the local working people. The role of the banks
in the life and the economic activity of peasants was clarified in the article “The bank
of the region” that was mentioned above. The proclaimed and declared bank’s
objectives to assist the development of the production, according to Franko, were out
of sync with its actual practice (profit earning). The scientist noticed that during the
founding of the banks and the formation of their capital, the analysts, as well as the
practitioners, were expressing a lot of optimistic predictions. Many of them perceived
the credit to be a panacea for all the ills of the market economy, but as time went by it
was revealed that peasants received one more burden (the loan interest) to bear in
addition to the existing ones and the banks were getting benefits from it. The provision
of the cheap and simple credits for peasants to pursue their economic motives was the
urgent problem to solve and the necessary requirement for the development of the
economy that was based already on market principles. But, according to Ivan Franko,
the banks ran their business in the interests of the big landlords, and not the poor
peasants, whose forests and pastures were forfeited after the reform of 1848 (the
abolition of serfdom in Galicia). The loan interest at the rate of 11. 5% annually and
the mortgage loans at 4-5% were excessive for most peasants.

Considering the establishment and the development of the important institutions of
the money market in Galicia, the scientist was very interested in the peasant credit
structure. The peasants’ households’ being auctioned off, money-lending and the lack
of money prevented the development of the agriculture that was based on the advanced
technology and of the new business forms (farms) during the formation of the market.
The scientist
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noticed that the transition to the commodity-money method of economic relations,
where the actual production development depends on the monetary development, is
conducted by the considerable social and economic costs. The way out of this situation,
during the transition from the subsistence economic relations to the developed market
relations, lvan Franko saw in the establishment of the peasant credit on the principles
of the mutual aid and offered to implement the ideas of the famous Ukrainian
economist V. Barvinskyi to create special credit institutions that would give the credits
with the grain, cattle, household items.

I. Franko paid much attention to the role of the foreign capital in the development
of the national economy. In particular, while investigating the activity of the Rustical
(the Galician credit institution for the peasants, Rusticalcreditanstalt) and the
Kryloshanskyi banks and of other credit institutions, the scientist revealed their money-
lending and anti-Ukrainian nature. The most common practice of these banks was the
collection of debts and interest from Ukrainian peasants mainly through the auctioning,
in other words through buying the rural lands. From the mentioned works of lvan
Franko, that were dedicated to the academic analysis of the establishment and the
development of the banking in Galicia, one can see that he understood well its function
in the development of the economy;, in particular of the market economy (capitalistic
economy). In the specific conditions of economic development of Galicia the big
landlords and the industrialists, who were created by the new foundation of the market
economy, desired to use the banking to strengthen their economic position.

By writing the academic and literary works Ivan Franko tried to reveal the
deceitfulness of “the organic work” conception, which the gentry and the Austrian
magnates were persistently implementing among the local population in the eyes of
population; he also urged people to participate in the banking activity and to promote
it in every way, to pick up the qualities like resourcefulness and economic activity from
the Jews, Poles, and other nations. Being aware of the experience and the consequences
of the development of the commodity-money relations in the other European countries,
Ivan Franko aimed to arouse the interest in the active entrepreneurship in Ukrainian
community, not only in the real sector of the economy but in the sector of the bank and
credit relations.

The scientist examined the banking thoroughly — he followed the penetration of
the banking activity into all the sub-sectors of the real economy sector; he wrote about
the importance of this financial infrastructure of the market economy and the role of
the banking in the development of the agrarian society in the new economic conditions,
and in the development of the railway, handicraft industry, and other industries.
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He also wrote about the banks’ support of the new business forms and their
adaptation to the economic progress on all levels. The understanding of the historical
perspectives (increasing importance of the money and credit in (he market economy
and of the new functions of the bank) was inherent to the economic views of the
Ukrainian scientist.

With equal criticism Ivan Franko investigated the fiscal mechanism, the economic
and social consequences of the aggressive money-lending activity of the banks and the
governmental mortgage credits. The outstanding Ukrainian philosopher developed the
comparative analysis of the revenues and the expenditures of the budget in the regional
context, examined the structure of the government expenditures and their function in
the economic life of the region. The economic program of lvan Franko as a part of his
work was aimed on the direct implementation of the social functions of the state (in
particular through the development of the public investment loan) and on the
establishing of the principles of the adequacy and fairness of the tax system, that would
promote the justified redistribution of the government budget and economic
development.

Evidently Ivan Franko’s works reflect the problems of the development of the
commaodity-money relations, the practice of money-lending, banking activity in the
new conditions of the establishment of the market economy. Researches of the taxes
conducted by the Ukrainian scientist, the comparative analysis of the revenues and
expenses of the budget in the regional context and the description of the social and
economic consequences of the fiscal policy became the essential part of the Ukrainian
financial thought. His works produce are very interesting in terms of studying the
history of finance and the establishment of financial theory.

Ivan Franko died on the 27" of May in 1916 and was buried on the 31%tof May at
Lychakiv cemetery in Lviv.

The main works of the scientist: “The power of the taxes in Galicia” (Lviv,
1883); “How much do our schools cost” (as second part of the article under the name
mentioned above) (Lviv, 1883); “The bank of the region” (Lviv, 1883); “Budget
estimate of Mr. Vyshnegradskyi” (Lviv, 1888); “From the realms of the fiscalism”
(Lviv, 1888); “The peasants are paying their debts” (Lviv, 1888); “The change in the
regulations of the regional bank” (Lviv; 1888); “The argument about the deficit” (Lviv;
1888); “The regional budget” (Lviv, 1889); “The money-lending in Galicia” (Lviv,
1893); “The credit money of Mr. Tyshkovskyi” ( Vienna, 1895) etc.
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Yevgen Oleksiyovych

(1894-1964)

CIf lovinskyy Yevgen Oleksiyovych is a famous Ukrainian researcher of finance and
financial system that initiated the study of financial colonialism.

Yevgen Hlovinskyy was born on November 1, 1894 in the town Rzhyshchiv in
Kiev. In 1914 after graduating high school with honors entered the historical-
philosophical faculty of Kiev University of St. Vladimir.

In 1915 with a group of volunteers Hlovinskyy participated in the First World War.
During the war in Galicia, he first learned about the existence of the Ukrainian national
movement. Introduction to separate it participants influenced the views of E.
Hlovinskyy. In 1919-1921 He became a member of the Ukrainian national liberation
movement. After the defeat of the Ukrainian National Republiche moved into camps
in Poland, and in 1922 went to Czechoslovakia, where he became a student of
Ukrainian Academy of Business (UAB) in Podebrady. Already a student, Hlovinskyy
demonstrated outstanding abilities in science, took an active part in the Ukrainian
Society of economists, so after UAB received his degree as an engineer-economist and
stayed to work as an assistant at the Chair of Finance.

At the invitation of the Directorate Ukrainian Scientific Institute in Warsaw in the
early 30s of the twentieth century he moved to Poland. Hlovinskyy accepted the
invitation primarily because the said Institute was organized in 1928 on the initiative
of Professor A. Lototsky and with financial support from the Polish Minister of
Education, began an active study of Ukrainian economy. The Institute, which operated
until 1939, published numerous scientific papers from different sectors of Ukrainian.
A partial description of these publications (to 1937) can be found in the “Catalogue of
publications Ukrainian Scientific Institute. 1930-1937 years “which are presented as
summaries of individual of monographs. The main task of the Institute was the research
of Ukrainian issues, including those that could not be scientifically worked in the
USSR. Here were concentrated many Ukrainian scientists, including economists.
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Not full description of these issues (only to 1937) we can find in “The catalogue
of issues of the Ukrainian Institute of Science in Warsaw. 1930— 19377, in which
annotations of several monographs are introduced. The main (ask of the institute was a
research of questions about Ukraine, particularly those, which couldn’t be scientifically
processed in the USSR. There was a great quantity of Ukrainian scientists, including
also economists.

His scientific career, as was indicated, Hlovinskyy started in (‘zechoslovakia, but
first scientific developments, that brought him the fame, were printed in Warsaw. At
the Ukrainian Scientific Institute was the separate economic department, that was under
the control of the professor V. Sadovskyy, where was a permanent seminar. Hlovinskyy
was chosen as a clerk, it attested about the recognition of young scientists. Seminars
were held constant and 15-20 economists and other specialists of the same discipline
were present too. Nearly 51 seminars were held to 1937. We can judge the active
scientific work of Hlovinskyy from lithographic reports. From his reports delivered on
seminars (1930-1931) we have to name following: “The problem of current balance of
Ukraine”, “Problems of the Ukrainian currency — Ukrainian money of 1917-1920”, in
1931-1932 — “Problems of the Ukrainian currency — soviet money and the question
of inflation”, 1932-1933 -“The agricultural tax in the USSR”, 1934-1935 — “Money
of the USSR of the last phase NEP” and “The credit of the USSR of the last phase
NEP”, 1937-1938 — “The evolution of budget law in USSR”.

His main works were shown to the world in other issues: in 1934 — “Money and
credit of USSR in years of the first Five”, 1937 — “The problem of the current balance
of Ukraine”, 1939 — “The finance of the USSR”.

In autumn of 1939 after closing The Ukrainian scientific institute in Warsaw
Hlovinskyy moved to Lublin, where lived during The World War 1l. From 1940 to
1944 worked as a director of harbarnia Brickmann in Lublin province. In June, 1944,
Hlovinskyy moved to Podyebrad, where he took an active part in the revival of
Ukrainian technical and economic Institute. 26 November, 1945 in Regensburg the last
Podyebrad Institute restored its activity, besides several teaching processes is held on
faculties in Munich. Here Hlovinskyy passed exams to get a readership and taught the
finance together with a professor T. Sosnov.

We need to say, that students of economic faculty were very little, as those who
wanted to get an economical education entered The Ukrainian high school of
economics (Munich), where the main attention spare to practical studying of students
and academic requirements weren’t so high. Besides the wide program of economic
faculty of The Ukrainian free university (Munich) also attracted a big quantity of
students.
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Teachers and students of this Institute published “The Scientific bulletin of UTHI”
to spread inner information (there were published nearly 47 issues). In 1951, when
classroom training finished in UTHI, the Institute existed as a research institution in
Munich. With the foundation, in 1963, “Society for Promotion of Ukrainian Science”
the scientific activity of UTHI finished too. To the foundation of this society the
financial support has done the apostolic exarchate for Ukrainian Catholics in Germany
and the Bavarian Ministry of Labour. The fifth book was published for their help “The
Scientific notes UTHI” (1961), where was the article of Hlovinskyy “The condition of
socioeconomic sciences in USSR”. The scientist marked the full politicization of social
and economic sciences.

Hlovinskyy actively cooperated with Ukrainian society and different educational
institutions for Ukrainians in Germany. He taught the Finance in The Ukrainian free
university, which got the official recognition of the Bavarian Ministry of Education in
September 1950, and the science degrees and diplomas were compared with such
degrees and diplomas of German Universities.

In 1954 after protection of doctoral thesis Hlovinskyy became a professor UTHI
and wonderful professor of UVU, he also was chosen as an active member of the
Society of Shevchenko and active member of The Institute of studying of the Soviet
Union, where he worked as Senior Researcher, and from 1963 to his death — as Deputy
Director. In 1957 Hlovinskyy became an ordinary professor of UVU, and from 1963
— the member of the Scientific Council of the Society promoting Ukrainian science in
Germany.

Nearly 50 scientific researches and articles of Hlovinskyy were published in the
scientific works of the Institute of studying of USSR — in Ukrainian, English, Russian,
French, German, Spanish, Turkish and Arabic. The significant portion of his articles
was published in socioeconomic addition “The modern Ukraine”, some — in magazine
“Modernity” and “The development of the state”, also in “Scientific collections of
UVU”. Hlovinskyy actively cooperated with German soviet issues, his articles about
the financial household published in the encyclopedia “Sowjetbuch” (Cologne, 1957).
He was one of the editors of “Encyclopedia of Ukrainian knowledge”, in which a great
quantity of his articles on economic issues was published.

Assessing scientific achievements of Hlovinskyy Professor B. Wynar calls him as
a successor of theories by M. Yasnopolskyy that was the first in Ukrainian economic
literature who raised the question of economic exploitation of Ukraine and developed
the concept of territorial budget. However, B. Wynar notes that Hlovinskyy went on
his teacher in his research. Studying the issues of economic colonialism, using the
statistical
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method, showed the shortcomings of the popular then the theory of territorial balance
as signs of colonialism. In his works he was inclined to adoption of the method of
payment (cash) balance to determine the extent of colonial exploitation of Ukraine.

This method does not only contain the trade balance, but the rest of the transactions
making up pay settlements between Russia and Ukraine. From this perspective, the
research work of E. Hlovinskyy is synthesizing achievements of Ukrainian economics
of 1920s, including such controversial issues in Ukraine as the territorial budget. It
should be noted that the external pressure and rejection at home and emigration
conditions are hindering scientific work of Hlovinskyy, a scientist often had to settle
for short publications instead of engaging in large-scale studies. Nevertheless,
Hlovinskyy left a valuable legacy in the field of financial science, greatly expanded
and enriched the theoretical arsenal of Ukrainian economic thought.

Having started research work in the Department of Economics in Warsaw UNI,
Hlovinskyy paid much attention to researching of the financial policy of the Soviet
government in Ukraine. He reveals the most characteristic features of the colonial
structure in the Soviet economy with all consequences arising from this situation.
Ukrainian scientist works are recognized as the most significant contribution to
Ukrainian emigration science on this issue. Here he is already the author of these two
works published in the first and second volumes of “Modern problems of economy of
Ukraine. “ In the book “Money and credit in the last phase of the NEP in the Soviet
Union”, he reveals the question of centralism of credit system in the Soviet Union
against the backdrop of the credit reform of 1930-1931 and gives interesting
information about the circulation of money in the Soviet Union and the separate
financial orders of the Soviet government that hindered the development of the national
economy of Ukraine. In the second work “Balance billing problem of Ukraine” a
historical review of exports and imports in Ukraine of 1922-1929 was made, and its
trade balance was examined thoroughly. Statistical data on the author’s work relate to
this period, it presents a rich statistical data on trade relations of Ukraine with foreign
countries, Ukraine and other Soviet republics.

In the above mentioned work Ukrainian scientist pointed to the impossibility of a
comprehensive analysis of the estimated balance of Ukraine, because “Ukraine is not
yet a separate, independent economic body. It has not separate custom network,
separating it from other economic organisms. It does not have its currency without
leading independent credit operations. It does not exist as an independent state.
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*’The unmatched scientific work on the subject (including the work of Professor
W. Sadowski, who was in exile) was the monograph by Hlovinskyy “Finances of
USSR” (1939). This work is inherent in the very depth of analyticity, attempts to take
into account all factors determining the current balance of the country. “As for Ukraine,
the problem of its estimated balance at the moment, — researcher pointed- can only be
asked, you can chart the methodological approaches to its solution, we can try to
identify some trends of development, but solving of the same problems, specific
definition of balance billing in Ukraine and its rare items today still can not be given.

Among the main reasons the author calls Ukraine’s lack of independent monetary
economy. But despite this, due to different methodological simplifications the
researcher managed using the comparative method of “purification” of statistics from
colonialist “eclipses” to prove that “all positions of estimated balance of Ukraine, in
addition to the balance of trade, are forming not in favor of Ukraine”.

Finding out the essence of finance of Ukraine, Hlovinskyy said: “We understand
the finances of USSR not only as so called republican finance, within the state budget
of the USSR. The finances of the USSR, we understand wider: the object of our study
should cover all financial institutions operating in the territory of Soviet Ukraine.

*’These considerations became the methodological basis of research by Hlovinskyy
who came from the fact that the finance and budget of UKSSR is only a segment of
Finance and Budget of the USSR. This, however, could not be an insurmountable
obstacle in the analysis of the finances of the UKSSR, if taking into consideration the
historical development of finance of Ukraine.

Hlovinskyy investigated the finances of Ukraine not only as part of Finance of the
USSR, but in the days of Russian empire, he submits information about financial policy
of the Central Rada, Hetman and the Directorate during the Ukrainian People’s
Republic. Scientists said that although the existence of the Ukrainian state was short,
but it due to the very fact of its existence has influenced the development of financial
system “of Soviet Ukraine”.

The continuation of the study of Finance of Ukraine became the consideration by
Ukrainian scientist the finances in times of War Communism and the NEP. According
to him, finances of Soviet Ukraine suffered from a negative impact of the policies of
war communism, which was long felt by the economy, including financial one.

Improving of the financial situation in Ukraine in the 30 years of the twentieth
century became possible, according to E. Hlovinskyy, as a result of
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tax reform in 1930. He also examines separately the organization of credit business,
provides interesting details of the farm taxing, analyzes the structure of the All-Union
budget and budgetary relations. Separate sections are devoted to tax in the private
sector, the sales tax and to other taxes within the socialized sector.

The most valuable sections include scientific research, where Hlovinskyy has
shown economic exploitation of the Ukraine by the USSR. Scientist widely used
research about “territorial budget” by Yasnopolskyy, Maltsev and Porsche (if it was
about the pre-revolutionary period), materials of the Ukrainian State Planning
Commission, along with the works by Dobrohayev, Volobuev and other Ukrainian
economists (if it was about Soviet period). “The eleventh chapter, — Hlovinskyy
pointed, — contains a natural answer to the question that arises in the mind of every
Ukrainian, who thinks over the question of financial relations and financial dependence
of Ukraine from Russia. This section presents the methodology of problem of financial
operation and it is outlined the attempts to give numerical expression of Ukraine
exploitation both in tsarist times and the days of the Bolshevik regime.

>’ According to Ukrainian scientist, the concept of “economic exploitation” is often
used to describe the relationship between the mother country and the colonies. This
situation can exist within the same state. ‘Colony — Ukrainian researcher pointed —
should not be separated from the metropolis by seas and oceans, should not necessarily
belong to exotic countries with semi-wild population. A number of measures of
conscious economic policy can form one colony within one state, and the colony can
be richer and with stronger economic potential than the metropolis.

’Within the economic exploitation Hlovinskyy allocated its portion - financial
exploitation. “The problem of financial exploitation — he wrote, — It is primarily a
problem of geographical or spatial distribution of government revenue and
expenditure. “The scientist argued that the uneven geographical distribution of
government revenue and expenditure. In order to determine the total income and
expenditure attributable to a certain territory, one must understand the following
categories:

a) the cash balance of the territory;

b) the financial balance of the territory;

c) the territorial budget.

Cash balance, as Hlovinskyy noted, is a comparison of public revenue and
expenditure recorded in the cash register reports. This is the set of those amounts
received for a certain period in government offices in the area, and the ones that came
out, published for the needs of the area. However, the cash balance does not show the
true state of things, does not reflect those real
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losses of exposed population of the territory to the state benefit as well as the real
benefits, which the territory obtains from the state budget certain funds for their needs.

”’Financial balance — according to Hlovinskyy — should reveal both the real state
of the victims that population suffered in the territory, and those gains which were
received. This is not the usual amount of revenue and expenditure of individual banks
located in this territory. This is a result of the finalization of the data given by cash
balance, financial balance, therefore, it is revised cash balance.

From a theoretical point of view to build the financial balance of a certain territory
is possible. In practice it is very difficult to do, because we must overcome considerable
methodological difficulties. The scientist points out that the main shortcomings of
many researchers during the consideration of the question — “ignoring the economic
effects of management.  “For definitions of the burden, bearing population from taxes
imposed on him (and this is the main objective of financial balance), it is not enough
to know and install the taxpayer.... We must find a true tax owner.

>’Hlovinskyy considers one of the most difficult issues of financial science, that is,
shifting of taxes and related economic effects of taxation. If a true tax owner is outside
of this area, such a tax does not pull the financial burden of the country. A real taxpayer
may be outside the country, but actually he may pay this tax to its people.

Analyzing past scientific achievements of the problem, the scientist notes that
“researchers of financial balance take into consideration shifting only preliminary taxes
so-called excise taxes, where shifting phenomenon is official. But they never take into
account the shifting of direct taxes. “

Therefore, in his analysis Hlovinskyy carries on the disclosure of financial and tax
mechanism the shifting of the tax burden on the population of the area, bearing in mind
the interests of Ukraine. He considered the scientific researches of Polish scientists
who have studied the financial position of Poland within the Russian Empire and
Austria-Hungary. These developments determine the specific role of capitals where all
taxpayers’ money was concentrated, which was kept largely due to the exploitation of
the provinces by the state. “Researcher of financial balance of Ukraine -the scientist
pointed- . . . Should remember that most of the income gains of Moscow are made of
Ukrainian income gains.

Ukrainian scientist points to the difficulties of definition of the profit of
communication and road arteries, including rail transport, in individual territories, as
well as during separation of finances within local and state budgets. Regarding the
analysis of the expenditure of the budget, there is much less such difficulties.
Therefore, Hlovinskyy pointed “financial
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balance is a real value. .. Territorial balance is a value constructed by the researcher. ..
When the financial balance shows that the costs of this area meet the stated needs,
some portion of which may not be the needs of the territory, then the activity of
territorial budget clearly indicates the presence of financial exploitation of this
territory”.

The basis of this methodological approach was laid by M. Yasnopolskyy.
Hlovinskyy emphasized that the importance of famous financial | iconometrics
research of the scientist is not the factual saturation, but are the methodological
principles. He regretted that “Ukrainian econometric opinion is not interested in the
issues raised in the works of M. Yasnopolskyy and does not use materials collected in
this work, does not develop and improve methodology of the matter. ““ This observation
is right as well for modern scholars of economic problems in Ukraine. Although some
attempts to analyze finance of Ukraine on the basis of the Yasnopolskyy’s
methodology were implemented by N. Maltsev and Porsche, who studied Ukraine’s
place in the state budget of Russia. “According to their estimates, during the 1900-
1914 the revenues from Ukrainian provinces were higher at 150-200 million rubles
than spending on development. In the 1913 Budget of Ukraine within the Russian
Empire was: income — 649 037 thousand rubles, or 18. 69% of the budget of the
Russian Empire, the cost — 585 458 thousand rubles, or 17. 9%. Thus, Ukraine gives
more than 60 million rubles for total empire needs. “

”In 1922-1923 the share of the UKSSR in the USSR revenues was 22.2%, and in
1923-1924 it was 21.7%. In those years the share of expenditures of UKSSR amounted
to 17.8% and 18.9%. In 1924 and in 1925 Ukraine paid for all-union needs 1/5 of its
income.

Even M. Volobuev, publishing these figures, argued that colonial dependence on
Ukraine in the days of Bolshevism did not decrease compared to the ruling period of
the empire. Both in times of tzar and Bolsheviks Ukraine gave away 1/5 of its incomes.
“Absolute numbers — HIlovinsky pointed — don’t matter, and there may be
considerable mistakes on both sides. It is the proportion of numbers that really matter.
And both in the times of tzar and Bolsheviks this proportion shows that certain and
very big amount of Ukrainian incomes, from 10 to 30 % of the whole amount of state
incomes is taken away from Ukraine never to return either in the form of real state
expenses or in in the form of services Ukraine gets from the central power. It is the fact
called financial exploitation. The tendency of exploitation of Ukraine got stronger.
Here we should add the growing expenses for armament. Hlovinsky’s calculations for
the period of 1926- 1927 proved this tendency. Having examined incomes and
expenses the scientist made a conclusionthat the rest of incomes were more than 165
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million roubles only in the state budget. For the next years (1925-1926) the rest was 0,
only 94. 6 million roubles. Using the scientific analysis of many statistic data
Hlovinsky made a conclusion that Ukraine was an object of financial exploitation
during the bourgeois power as well as in the federal republic during the dictatorship of
the proletariat and in the times of reconstruction of the national economy on the base
of socialism.

Hlovinskyy analyzes the conditions of exploitation. In his view, they are connected
with the fact “the Ukrainian people are not a subject, but only an object of economic
and financial policy. A natural richness of Ukrainian lands naturally contributes to the
fact that the nation that conducts economic policy that this time the Russian nation,
defines this richness for their own purposes, for the development of its fisheries, the
rising of the material and spiritual culture, its promotion and elevation of great prestige.

To get rid of this financial exploitation Ukraine, as a state, should gain
independence. This will give it an opportunity to be the subject of finance and establish
its rules. “All the necessary financial conditions in this Ukraine has — E. Hlovinskyy
wrote. — Profits that are collected in the territory of Ukraine are enough to pay all the
costs necessary for the maintenance of national independence”. Time confirmed the
conclusions of Ukrainian scientist. All the released funds, as predicted by E.
Hlovinskyy, go to the development of material and spiritual welfare of the Ukrainian
nation.

In 1938, Hlovinskyy correctly told: “ Attempts to build their own state economy,
to introduce its own currency, to establish its own budget — these attempts not only
belong to the past, they also shed light on the future.

Nevertheless, the establishment of the Ukrainian state requires cleaning financial
legislation from previous layers. “We must — a scientist wrote — ensure proper
maintenance of national and economic organism, eliminating what does not correspond
to the new state-legal and social and political basis of this body”. This issue is
important for Ukraine today. Created legal framework of an independent Ukraine does
not fully eliminate the institutions of financial policies that impede or completely
render impossible the development of private initiative and private enterprise.

So, summing up fundamental research analysis by E. Hlovinskyy, we can conclude
about disclosing his financial mechanism operating in Ukraine within the USSR. The
perspectives for full development of the financial system of Ukraine, according to the
theory of the scientist, is to build an independent state. The practical significance has
its methodological principles concerning calculation of the financial capacity of
individual territories. In terms of Ukraine’s independence, they can be used in the
calculation of regional financial balances.
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Hlovinskyy was also interested in question of influence of the financial structure
of Soviet agriculture. Under his scientific interest was to study the issue of cooperation,
transport and distribution of industry and so on. The most important article about these
issues that relate directly to the economy of Ukraine: “Sixth Five-Year Plan and the
economy of Ukraine” (1956), "Ukraine in the seven-year plan” (1959) and “The
structure of Farming in Ukraine and postwar changes” (1955) and others.

In his research activities at the Institute for the Study of the USSR Hlovinskyy
continued researching the finance of UKSSR, as well as financial sector of the USSR.
In characteristic style and spirit of the scientists, scientific exploration “Finance of
Ukrainian SSR within the finance system of the USSR” (1955) was written, where on
the basis of available material the author tries to answer the question of what percentage
of state budget revenues, accumulated in Ukrainian SSR is spent on the needs of other
parts of the USSR. This issue of scientific reviews in other articles was published in
English in “Bulletins” of the Institute. In particular, these articles are the following
“The Soviet budget 1955” (1955), “The Soviet national budget 1956 (1956) and
others.

Famous modern Ukrainian economist S. Zlupko in his article “E. A. Hlovinskyy is
the researcher of financial colonialism “(2002) appreciated his work in the following
way:” The study of finance of Ukraine made by E O Hlovinskyy more than half a
century ago is multidimensional, it contains a significant theoretical and application
value. It is based on the best traditions of Ukrainian and world financial science. “

Hlovinskyy died in 1964 in exile in Munich, where he is buried. But all thoughts
and scientific activities of the scientist were devoted to Ukraine.

The main works of the scientist: “The money and credit in the USSR during the
First p’yatylitka. Modern Problems of Economy of Ukraine “(Warsaw); “Finance of
Uk. S. S. R. “ (Warsaw, 1938); “Currencies, money Reform in Ukraine” (Cleveland,
1974) and others.



ILOVAYSKYY
Serhiy Ivanovych

(1861-1907)

Flovayskyy Serhiy Ivanovych is a Ukrainian scientist, lawyer, financial economist
whose scientific findings weren’t only rejected, but fully denied because of the new
economic policy refusal in the USSR in the end of 1920s. It was primarily connected
with the dominating idea of the Soviet economic theory and practices about money that
is only a means of accounting in socialism.

Serhiy llovaiskyy was bom on June 8, 1861 in the family of Don Cossack in
Hartsyzk suburb of Mitsk district (nowadays it is Donetsk region) of the Don army
region (nowadays this territory is a part of Rostov and Volgograd regions of Russian
Federation, Donetsk and Lugansk regions of Ukraine).

Financial possessions let all members of the family move to Saint Petersburg where
the possibilities for children’s studying were better. Serhiy Ilovaiskyy got his primary
education in Petersburg gymnasium Ne 6 which he finished with honors. His diligence
and ambitiousness inherited from his parents were noticed by teachers. His addiction
to humanitarian subjects became a crucial point of his further choice of education. He
entered Saint Petersburg Law School in 1879 and joined the research work at the first
year of studying.

In November 1883 after his graduation Serhiy llovayskyy was employed in the
National bank of the capital of Russia. In April 1884, he defended a dissertation, gained
an academic degree of Candidate of Legal Sciences, and started the preparation for the
rank of professor at the university. In 1886, Serhiy llovayskyy accepted the post of
privatdozent after his successful passing master’s exams in financial law and two
testing lectures.

Since that time his life was connected with work in his homeland. On 1 December,
1886 Serhiy llovaiskyy was elected on the post of a privatdozent in Novorossiysk
(Odessa) University. On 7 January, 1887 due to the university tradition he delivered a
public lecture called “Definition, Content and Sense of the Financial Legal Science in
Relation to the Short Sketch of the Most Important States’ Financial Status” which was
highly
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estimated among the professors in the university. It was a sort of an admission to his
teaching profession. Then he started giving lectures at the financial Law Department of
the Law Faculty of the University.

Serhii llovayskyi continued his active scientific work. In 1893, he presented his
thesis “Indirect Taxation in Theory and Practice” for a Master’s degree and defended
it in Kazan University. Also, in 1893, he published his first edition of “Short Textbook
of Financial Law” which later was issued four times during the author’s life. At that
time financial legal science started to be separated from financial science in two ways:
studying of financial and legal issues as individual topics and studying of financial law
at the higher educational establishments of the country as a separate discipline. The
first approach was represented by the works of the famous Ukrainian scientist and
financier Ivan lanzhula “Study Experience of English Indirect Taxes” (1874) and
“Main Issues of Financial Science” (1899). This tendency was developed by the
Russian scientist and financier Ivan Ozerov in his scientific works (“Basics of Financial
Science”, 1905). The second way was set up by Fedir Milhauzen (“Financial Law”,
1883), whose ideas were promoted by Serhiy Ilovayskyy. At the same time, he was
appointed to perform the duties of the extraordinary professor at the Financial Law
Department in Novorossiysk University. He gave all his efforts and talents to his
profession and got a great honor and recognition among students and colleagues at the
department. Heorhii Tiktin made his first scientific steps under his supervision. In 1897,
Serhiy Ilovayskyy got an appointment of the head of Financial Law Department which
he managed for 10 years up to his tragic death on April 13t", 1907.

Serhiy llovayskyy was the first scientist in Ukrainian financial science that
differentiated the notion of the object and source of tax in his analysis. He supplemented
the list of elements of the scheme of taxes by dividing them, giving them the notion of
tax item and source of tax and also adding a new concept of tax unit and tax rate. Serhiy
llovayskyy understood tax unit as a separate item of the tax which was defined by a
number, measure or balance, due to all these separate items taxes were defined.
Nowadays it is understood as a unit of taxation. Tax rate is a tax amount which is
subtracted from tax unit. The notion “tax rate” refers to the modern conception of tax
percentage rate. Serhiy llovayskyy understood tax source as a totality of value which
tax was paid on. He emphasized that the given notion shouldn’t be confused with the
unit of tax (tax item) though in his publication Serhiy llovayskyy studied tax item
identifying the notion “tax subject” and “tax object.” He referred material and
immaterial values of tax item which had a particular relation to the person, person’s
action and people in general. Relations connecting a person with material values were
relations of
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property and other property rights. The author referred people to the tax items (tax for
service which is procured by the owner) which were the result of identifying notions
oftax subject and tax object. Tax payment wasn’t connected with a person who resided
in service but with the legal fact of obtaining the services, that was the usage of
additional labour. Tax was measured concerning the number of services namely the
number of particular persons who were hired by the owner.

In the textbook of Financial Law, Serhiy Ilovayskyy controverted the issue of the
source of tax obligation execution. The author cited the opinion of Adolf Wagner, the
representative of social and political school who told “about the possibility of taxing
capital at a rate that exceeds the yield of the latter, in order to promote a more equitable
distribution of property in the nation”, though Serhiy llovayskyy himself expressed his
negative attitude to the given statement. Later these ideas of a Ukrainian scientist found
their development in the works of Russian financiers V. larotskyi, L. Hodskyi, I.
Ozerov and others.

Noteworthy is the fact that while criticizing “Plan of finance” by Mykhaylo
Speranskyy, Serhiy llovayskyy noticed that he deserved international honour at the
same time. Under such circumstances, it was impossible to carry out in a constitutional
and feudal Russia the way of development which was followed by the parliamentary
countries. Mykhaylo Speranskyy “noted almost all the basic principles that hold the
budget structure of modern representative states”.

The prognosis of Serhiy llovayskyy was confirmed. Considering the modern
analysis of pre-revolutionary financial thought, we can confidently acknowledge that
Mykhaylo Speranskyy gave the basis of the budget law in Russia and Ukraine in his
work “Plan of finance” for the first time. So he could be placed in the line of the first
authors of the budget theory and financial law.

In S. Tlovayskyy’sbook, the concept of financial law was quite often identified with
the notion of finance as well as the financial legal science and even finance in general.
But it should be underlined that the legal category of “financial law” was genetically
linked to the economic category of “finance”, and this interconnection was determined
by both dialectical form and content.

The main question in the works of S. llovayskyy was what should be referred to
the subject of finance. He studied whether it was only the regulation of public funds of
a country or municipal formation or money funds of some other material entities, i. e.
public and private, for example. There is still no general consensus on this question in
the field of financial law among the academic lawyers even nowadays. As for S.
llovayskyy, he
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was greatly influenced by his forerunner 1. Patlayevskyy who stated in his book
“Financial Law Course” (1885) that finance was not only the income of a state but also
all the material and personal means that public authorities had at their disposal to meet
the needs of a society

S. llovayskyy considered cash income as well as various natural duties and taxes
to be the parts of government revenues. He stated that citizens’ labour obligations of
any forms were income of a state in the intangible form, but they constituted real
material income in the form of non-payment labour costs and the results of work in any
material form.

In the scientist’s opinion, any non-paid activity in the public interest might be
considered to be labour conscription and can be accounted in money terms. But it was
a misconception. Today, such public relations are regulated by the public and
administrative law.

In general, having followed the mentioned theory S. llovayskyy included the
regulations of treasury contracts and supplies into the financial law. Today, these
regulations are governed by civil law.

General scientific views of the Ukrainian scientist were influenced by the ideas of
the historical school which proposed the idea of class nature of a state and proved the
necessity of its intervention into economic life. Those views were reflected in the so-
called “social-political” direction that emerged in the financial science in the 1970-
1980s.

Previously, it was considered that the main task of the financial theory was the
investigation of the regular impact of the financial sector on economic life. But the
founders of the social political direction L. Stein and A. Wagner advanced the idea of
causal investigation of financial phenomena as a product of social conditions, mainly
economic and political. They considered financial science to be a science that took the
material to research some theory and statistics. In other words, they actually led it to
the financial policy of a separate state and considered it necessary to formulate the
conclusions based on the characteristics of financial structure and governance of a state.

The characteristic feature of S. Ilovayskyy’s research was the combination of the
historical school’s provisions with the ideas and approaches opposite its directions in
the theory of finance. The proof of this was his textbook based on the idea of social
political direction of the historical school. However, in his conclusions the author tried
to follow the provisions made in the works of the famous representative of the
subjective psychological school Emil Sax.

Serhiy Ilovayskyy’s understanding of financial science in both narrow and broad
senses was typical for the supporters of the historical school. By financial science in
the narrow sense the author understood, on the one hand,
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the finance law, but on the other hand, a complex of theory and policy. Concerning the
latter point of view, financial law, financial history, financial statistics and inquiry were
considered to be additional disciplines and methods of investigation. The complex of
the main and additional financial disciplines formed the content of the concept. G.
Tiktin, who was Ilovayskyy’s student, couldn’t overcome that eclecticism. It was also
proved in the 5th edition of the book of S. llovayskyy. However, it should be mentioned
that later in the 1920s G. Tiktin devised the theoiy of finance on the base of formal
finance science. Then Tiktin suggested another abstractive theoretical method that was
based on his prior approach to investigate finance.

In addition to the textbook containing scientific papers by S. llovayskyy, it is also
important to mention his monograph named “State-owned Monopoly as a Way to
Charge the Objects of Consumption” (1896). In his last years of life, he worked on
“Historical Sketch of the Fiftieth Anniversary of the Russian Society of Shipping and
Trade” which was released in a separate edition in 1907. Unfortunately, the author
didn’t see it. According to S. Ilovayskyy’s will, one of his best students G. Tiktin
prepared the fifth revised and enlarged edition of the book “Financial law” for
publication (edited by M. Yasnopolskyy, in 1912), which was considered to be the best
book on finance in pre-revolutionary Russia.

In the post-revolutionary period of the USSR, it took place the process of financial
law formation as a science. But its development was significantly lagging behind the
development of finance in Western countries because of the vivid absence of
understanding of the important role of finance under socialism.

During those years, the state supported the idea according to which money was
incompatible with the ideology of socialism. That idea was quite different from those
of S. llovayskyy that were expressed in his book. But in spite of that, the book of S.
llovayskyy remained indispensable for a long time in the Soviet period.

Along with the subjective reasons for such an approach to financial legal science,
there were also objective ones. Difficult conditions of civil war, as well as devastation
of national economy, were the reasons for the emergence of the war communism period
when the strict centralization in the distribution of products, rigid rationing, in-kind
compensation led to the reduction in the scope of money, its social economic
depreciation and destruction of its role in society.

In general, such circumstances caused reduction of commodity and money
relations that in turn gave rise to the idea of money uselessness as well as its quick loss
of value. The idea of the futility of money under socialism and communism was
supported by the state.
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Because of the objections of the money importance different processes such as
displacement of financial disciplines at the universities, the financial collapse of the
credit system and the reduction of financial activity of the state took place. On 19
January 1920 National Bank was abolished, where the scientist and financier O.
Antsyferov was one of the creators. It was also suggested that National Commissariat
of Finance should be closed up.

Under such circumstances, the young science of financial law (great contribution
to the development of which was made by S. llovayskyy) was embraced by general
expectation of finance disappearance. Therefore, the question whether the financial law
could exist as an independent branch of science seemed to be irrelevant and not
perspective.

However, ideas of S. llovayskyy gave some results. Changes influenced by new
economic policy led to the reassessment of the lawyers’ opinions about the issue of
finance and financial science. One of the first who continued to develop ideas of S.
Tlovaiskyywas his student G. Tiktin. He prepared “Essays on the General Theory of
Public Finance” (edition 1-3, 1926).

Except for scientific activities and work at the university, S. Ilovayskyy took an
active part in the public life of the city. He actively promoted a healthy lifestyle among
teachers and students. His love to mountain trips led him to the Crimean, later Crimean
and Caucasian mountain club (CCC), an active member of which he became on 17
February 1891, almost since the inception of this company. His initiative and
commitment to the club were confirmed by his election as its vice-chairman in 1895.
Organizing of informative and recreational excursions to the mountains was considered
by S. llovayskyy as one of the main tasks and he devoted it a lot of personal time,
especially in summer. He was convinced that the best recovery of active members in
society, especially the urban intellectuals were intelligently organized trips and
mountain tours. Unlike others who believed it to be only a holiday, S. llovayskyy
supposed it to be a powerful experience, strengthen relations in the team and the
possibility to compare views in unusual circumstances. Program of the club in this
direction was described in his article “On the mountain tour”, which was published in
the Notes of Crimean and Caucasian Mountain Club Notes of CCC in 1895.

In the memoirs of S. llovayskyy his colleagues, who traveled with him, noted that
he was a romantic man who knew how to ignite discussions and organize a wonderful
evening recreation. S. llovayskyy always organized student tours too so students
respected him very much. In addition to having a rest and visiting many attractions, as
his student G. Tiktin told, every student returned home being concerned of his future
scientific research.

S. llovayskyy was not only acknowledged scientist among researchers and
unsurpassed teacher. He tried to raise a sense of teamwork among his
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students and love to their land (especially mountains), to form the desire of
understanding something new in life, education, science. He was the model of high
moral principles for club members, to the work of which he eagerly involved new
people, especially young ones. The feeling of solidarity climbers repeatedly led him to
take part in international congresses and conventions climbers. Particular, the trip to
one of these conferences in France was described it in Notes of CCC, Nel2 in 1900,
where he taught experience of mountain climbing in other countries.

The first trip to the Caucasus Mountains impressed S. llovayskyy so much, that he
opened the department of the club in Gagra. As a sort of solidarity and friendship with
mountain fans, he made his club renamed from the Crimea into Crimean and
Caucasian. He issued Merkulov’s guidebook (V. Merkulov “Guide of Caucasus
Mountains”, Saint Petersburg, 1904) in the coastal part of the Caucasus. Using his own
money he bought the land in Krasnaya Polyana, in the center of Romanov town, and
began to build the mountain storage facility here.

S. Ilovayskyy tried to make the club a center of intellectual’s communication. In
winter he arranged meetings in the form of lectures and readings, he also published the
magazine “Notes of CCC”.

Active public position and desire to help people was manifested in the reliability
of the scientist to participate in the work of public organizations. S. llovayskyy was an
active member of many local and charitable organizations, including the shelter at
Michael Arkhangelsk dining room. He was repeatedly elected as a magistrate, the head
of City Council.

As a hunter, he was a board member of Novorossiysk Society amateurs hunt, the
member of the commission at a special committee of Odessa guardianship over
people’s sobriety for many years. The sudden death on his way to Odessa pulled him
from his active life of a scientist and a vigorous, active and sincere person. These facts
were noted by his colleagues, Professors of the University where he had worked: O.
Klitin, W. Kosinskyy, M. Pavlovskyy and others at the funeral in the university church.

S. llovayskyy was buried in the cemetery in Odessa Resurrection Church (Middle
Fountain).

The main works of the scientist: “Definition, Content and Sense of the Financial
Legal Science in Relation to the Short Sketch of the Most Important States’ Financial
Status. Introductory lecture” (Odessa, 1887); “Lectures on Financial Law” (Odessa,
1889); “Indirect Taxation in Theory and Practice” (Odessa, 1892-1893); “Short
Textbook of Financial Law” (Odessa, 1893); “Textbook of Financial Law” (Odessa,
1912), and others.



KOVANKO
(KOVANKIVSKYI)

Petro Leonidovych

(1879 — after 1938)

rV'ovanko (Kovankivskyi) Petro Leonidovych is a Ukrainian economist -*\;and
financier. He belongs to the scientists of the financial sphere whose scientific
achievements are still unexplored.

Petro Kovanko was born on June 27, 1879 in Armyansk, Tauride province in the
aristocratic family. He got the secondary education in the Kherson gymnasium which
he successfully finished in 1895. The desire to continue education led the sixteen-year-
old boy to Kyiv University named after St. Vladimir where he studied at the Faculty of
Law in 1895-1899.

The peculiarity of studies at the Faculty of Law at classic universities of that time
was that the economic disciplines were dominated among academic ones, especially
Political economy, Statistics, Finance, History of Economic Studies and Business Life.
Later in 1911, P. Kovanko critically assessed the state of studying the political
economy and history at the universities of the Russian Empire. “In the absence of
special economic faculty at Russian universities, ” he wrote, “political economy is
considered not to be the main subject. History of Political Economy in some way
coincides with the Theory of science. All themes are studied sketchily: special courses
are not developed and often considered to be unnecessary, their aim is only to give the
scientific work and practice to young privatprofessors”. At the same time, on the base
on personal teaching practice, P. Kovanko said: “the higher educational establishments
where there are economic faculties are in better position, such as the St. Petersburg
Polytechnic Institute and Commercial Institute in St. Petersburg, Moscow and Kyiv.”

One of the special features of studying at the university was the active involvement
of students in scientific work, through the competition for the best student essay in
particular. P. Kovanko was fortunate: for the essay which was given by the Faculty of
Law in Kyiv University “The main reforms undertaken by N. Bunge in the financial
system of Russia”, he was awarded a gold medal and money prize. Later, after
Kovanko’s graduating from the University in 1901 this work which was headlined
“The main reforms undertaken by N. Bunge in the financial system of Russia. The
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experience of critical evaluation of N. Bunge’s activity as the Minister of Finances
(1881-1887).” Having over 500 pages, it was printed at the printing house of Kyiv
University. On 29" of May 1889, P. Kovanko being the graduate of the Law Faculty
got a diploma of the first degree and certificate from the Office of Kyiv school district,
which officially confirmed that fact. For his merits, he remained in the Kyiv University
at the Department of Finance for the professor activity training. This training was
supposed to last for three years (from January 1%, 1900 to January 1%, 1903) at public
expense.

In 1914, Kovanko defended his master’s thesis, and according to the results of
defense he obtained the title of Master of Financial Law.

The long period for the preparation of master thesis was probably related to the
financial hardship of the young scientist and the attempts to resolve problems by
intensive teaching. In 1900, he accepted an invitation to conduct the course
“Commerce” in Kyiv Female Trade School. There were no textbooks or programs for
that course. So P. Kovanko had to develop them by himself. At first, he prepared and
issued in the brief form of lecture notes a textbook on trading knowledge for trading
schools, and constantly adapted it for the following years. As a result, the course of
lectures turned into a textbook, which numbered seven editions (the last one was in
1919).

Since 1909 Petro Kovanko worked as an assistant privatdozent at Kyiv University.
Simultaneously, he gave lectures and had practical lessons in Financial Science in Kyiv
Commercial Institute.

On September 1%, 1911, the Ministry of Education sent P. Kovanko abroad to have
preparatory courses for a professorship at the Department of Finance for two years. He
was given a scholarship (2000 rubles a year) (cf - Kovanko’s payment for the practical
classes at the Law Faculty was only 800 rubles a year in 1910). During that trip,
Kovanko worked in archives and libraries of Berlin, Munich, Munster and Paris (as
well as St. Petersburg) collecting necessary materials for the future master’s thesis. At
the same time, he attended lectures of professionals in political economy and financial
science — A. Wagner, G. Schmoller, H. Meyer, L. Brentatno, L. Bortkevych, P. Leroy-
Beaulieu, C. Gide and others. As P. Kovanko noted, he paid a special attention to
learning the organization of practical training while attending foreign universities.

After returning from foreign trips, P. Kovanko continued research and teaching at
the Kyiv Commercial Institute and at the same time in Kyiv University as well as. In
1914 he was elected as a Professor of the Institute of Commerce and only in 1919 as a
professor of the University of Kyiv. Despite the extremely unfavorable conditions for
scientific work after 1917, P. Kovanko continued to study issues of financial science.
He focuses on
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developing the topical issues of local finances, including financial problems of land
tenure in Russian and Ukrainian cities. In 1919, the scientist published a work “The
financial problems of land tenure in Russian cities” and sent it as his doctoral thesis to
Kharkiv University. But, as Kovanko himself pointed out, “the defense did not hold
due to revolutionary events”. I lis doctoral thesis did not include materials about cities
of Caucasus as the author was not able to collect the necessary data for analysis because
of civil war. As soon as such a possibility emerged in 1919 Kovanko was sent by the
Commercial Institute to Rostov-on-Don and other cities in the south of Russia to study
the financial situation of settlements and lands during the revolution and civil war.

In his autobiography P. Kovanko writes about it in the following way: “Being in
the scientific trip, | received the invitation from the Council of Kuban Polytechnic
Institute to give temporary the lectures in Economic Policy and Finance with the same
payment as the professors of the institute. | started lecturing in autumn 1919. In 1920
at the opening of newly formed by Soviet authorities the Kuban University | received
the invitation to give the lectures in Finance, being the professor of the Kuban
Polytechnic Institute”.

By the order of People Commissariat of Education in 1921 P. Kovanko was
dispatched to the previous place of work — Kyiv Institute of National Economy. Here,
as a professor of the first category, he lectured and conducted the scientifical research.
However, P. Kovanko also worked in the Cooperative Institute and in the Commercial
and Industrial College.

In the late twenties of the 20"century, there was a difficult situation in the science
and teaching in Ukraine and in the Soviet Union as well as. An interesting document
from Kovanko’s personal file proved the conditions under which everybody had to
work. The document is so typical for those times that it is submitted below in full:

“Explanatory note to the rector of KINE (Kyiv Institute of National Economy)

In the “Kyiv Proletariat” newspaper 5 / 11-1929 in self-criticism column was
published the article, which contained the following lines regarding me: “Professor
Kovanko (KINE), while teaching Economy of industry, avoids the transition period
and doesn’t say a word about the general course of the party on country
industrialization.”

P. Kovanko understood the consequences of such accusation rather well. So, unlike
a number of his colleagues he did not go into defense, but advanced skillfully and
actively, denying fictitious accusations. He wrote: “With regards to the extract I
consider it is necessary to give such explanations: 1) this year | have conducted a course
“Applied Economic” (at the commercial and financial faculties) in which the industrial
economy
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takes the center place. According to the program, approved by subject committee and
the faculty, | have not yet taken notes of the themes concerning small industry in the
present academic year as the first semester | devoted to issues of large-scale
production, industrialization and electrification. | am going to deliver lectures on the
topic of small industry in the second half of February, so one can assume that the
mentioned article does not mean that course | am currently having and which is
conducted by me using processed program.

2) In previous years in accordance with the old program, | started the course with
the lectures on the theme of small industry and after finishing it, | proceeded to the
theme of large-scale industry. According to this old program (due to delays with the
approval of the new program), | started to conduct a course at industrial faculty, but
because of being overloaded with the work | gave it to professor Chornyi, having only
delivered lectures on the theme of small industry.”

So, P. Kovanko started lecturing from issues of the small industry. And to avoid
the accusation of “counter-industrialization” and to protect his position, the scientist
enlisted F. Dzerzhynsky to his allies. “However, I suppose that the issues of handicraft
industry are of a great importance for modern Soviet reality and its support through the
cooperation is one of the targets of the country industrialization, — says P. Kovanko.
— As for this issue | can refer to the work, which was made under the leadership of
late F. Dzerzhinsky entitled “Home industry of the USSR” : “They are not likely to
deny the fact, says Dzerzhinsky, that the handicraft industry and small industry are
important for further development of our national economy, raising and strengthening
the farm.” To deliver lectures on handicraft and small industries I did not miss the tasks
on its relation to the industrialization of the country, and to give the idea of
industrialization a preferring position in my course, | started to deliver lectures on the
large-scale industry, according to the new program. P. Kovanko. 10/11 1929.”

We don’t know the reaction of the institute authority on P. Kovanko’s note. But
it’s known that the scientist could neutralize the menace of punishment from the
political motives for some time.

The teaching and scientific work of P. Kovanko were connected with the work of
other famous scientists in Kyiv Institute of National Industry. His research and
development were the valuable addition to his lecture courses and practical lessons. At
the same time teaching gave an impulse for researching the urgent topics of political
economy, financial science, and budget law.

Referring to the most urgent problems of financial science, love to the research of
the primary source, especially archival materials, comparative
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analysis, the usage of considerable statistical and actual material, inclination to the
inductive method of research with the simultaneous usage of the deductive method —
these distinctive features characterized P. Kovanko’s scientific work.

It is not so often in the scientific world that the first work of the young scientist

makes him famous for the rest of his life, distinguished among the other works because
of its eccentricity, fundamentality, ideas etc. It was his first monograph, which was
mentioned above and published at the age of 25 in 1901. Its distinguished feature is the
detailed analysis of extensive archive material from the written heritage of M. Bunge,
which was delivered to the library of the Kyiv University after his death. P. Kovanko
closely studied the activity of famous reformer in the sphere of the Russian finances
through the prism of his drafted principles. “Russia can get rid of financial deficits
during few years, -wrote Bunge in his paper about the state budget in 1882.
- But only government, which never steps back from the basics of national industry,
justice in distribution of taxes, parsimony and order in expenses can provide the
development of political and financial power in the country.” That is why M. Bunge,
as the author of the monograph indicated, didnot shun from the duty of avoiding
deficits, which was the touchstone for every new Finance Minister, but he deeply
penetrated into this issue. His targets were the same, but his means were different: “to
destroy the inequality of taxation, to draw new, not exhausted power, to shorten
inefficient expenses and deficits will be disappeared.”

A young Kyiv researcher made the critical analysis of N. Bunge’s reformatory
activity in the sphere of direct and indirect taxation and taxation management. It
restricts the range of real reformatory actions in some way, leaving behind a lot of them
in the sphere of credit, banks, finances, relations of capitalists and workers, but it gives
the possibility to concentrate on chosen objects of analysis and expose them deeply.
Besides, P. Kovanko highly assesses the work of M. Bunge outside the range of
taxation. He wrote if to take into consideration “such actions as foundation of peasant
agrarian bank, the law of the 1st June 1882, which made the first and successive step
on the way of regulation the factory labor in favor of workers, and, finally, the rules of
the 26th April 1883, which started more right arrangement of urban and private
conditions, -it is easier to understand how wide a transforming activity of M. Bunge
was, how big aims he had and directed to attain them in the financial and economy
politics of Russia according to demands of modern cultural development.” In the
consequent of the research, the young scientist made a conclusion that from the time
of reformatory activity of M. Bunge the Russian financial system was in accordance
with the course of that period in Russian history, the beginning
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of which started by the emancipation of peasants and by other reforms of emperor
Alexander I1.”

A decade later, P. Kovanko got acquainted with a lot of famous scientists and
teachers in Kyiv Commercial Institute. In 1913, professors K. H. Voblyi and L. M.
Yasnopolskyi — both future Ukrainian academics, unconditionally supported P.
Kovanko in assigning to him an academic status as a professor. Scientists gave positive
feedbacks on his works. K. Voblyi’s analysis of his main work is still valuable now.
He noted the depth of author’s disclosure theme on the reformative activity of M.
Bunge, based on the analysis of primary sources — archive materials. K. VVoblyi fairly
stressed that M. Bunge reforms are put by the author in historical dependence from the
past but they are of a great importance even nowadays. The whole research is taken
upon one common idea — how the main leading task of the whole Bunge work — the
task of facilitation the position of the most involved in taxes payers and bigger equality
in taxation in general was implemented. The author of the monograph fervently
sympathizes with this idea, as VVoblyi stressed. In some actions where M. Bunge shuns
from his imposed aim the author negatively threads to the Bunge’s actions.

From this point P. Kovanko illuminates all numerous reforms of M. Bunge,
applying to their positive sides in the abolition of poll tax, tax on fixed property, the
taxation on trade and on the business with interest charge, taxation on the income of
the monetary stock, death duties, the abolition of salt tax etc. From the other side, the
author of the monograph, according to the idea mentioned above, is negative to the
other politic Bunge actions, first of all its customs, transformation natural taxes into
redemption payment and the establishment of high taxes on sugar and vodka.

Practically the same thoughts also have V. L. Stepanov, Russian famous modern
researcher of reformatory activity of M. Bunge. He considers it (monograph) as
something that still remains as the most fundamental work in the tax policy of Russian
autocracy in 1880-s. Some researchers suggest that its defect is in omission of the
investigation of transformation in credit and banks. But exactly that approach to the
research could give its author possibility to study deeply some matters about financial
policy and taxation.

An important milestone in Kovanko’s life was his thesis entitled “The reform of
19th February 1861 and its consequences from the financial view (Redemption
operation 1861-1907).”, by which he obtained Master’s degree in Kyiv University
(1914). As L. Yasnopolskyi said, the author was the first in Russian literature who had
done the complex task about checking financial accounts of repurchase operation and
its financial results.

Petro Kovanko considered that the serfdom in Russia made a special tax regime
which did not let the further growth of state budget. In the sphere of
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direct taxes the serfdom of rural working people was promoted by capitation tax with
its collective responsibility and passport fee; in the sphere of indirect taxes there was
salt tax and wine buy back (approximately 16/17 from the whole amount of direct taxes
accounted for poor rural population and only 1/17 accounted for the rest of social
groups); in the sphere of financial managing there wasn’t any rendering of accounts,
abuse and fear of publicity.

The conclusion of Petro Kovanko was leading to the point that all financial system
was like anachronism and financial difficulties played a great role among different
reasons which pushed on the government to cancel selfdom law. “The state was ruined
on its own, — wrote Petro Kovanko, — disadvantages were like a natural phenomenon
and their (finances — author) getting was just a hopeless thing”. However,
Yasnopolskyy considered that authorial statement of reform in relation to financial
difficulty of Russian government was an obvious exaggeration of the real state of
things.

Under such conditions the income of the state, where all tax force was focused on
inferior, the modest agrarian group of population couldn’t be persistent. The needs of
the state increased the whole time especially in the second part of 1870s and in the
beginning of 1880s of the 19" century. The increase of tax percentage rate meant that
all increment of growth came in the State Treasury. Petro Kovanko thought that the
country was at the state when everything was taken from the old tax system and there
was nothing left to take at all. The downsides caused deficits, deficits caused
borrowings, borrowings caused ruble downing, the decline in money value added
complexity to payments on public debt, and for their lightening taxes were increased
again, but they didnot give any income, there were taxes in arrears, deficits,
borrowings, ruble downing and etc. That’s why he agreed with reformatory work of
Mykola Bunge which was oriented on the dissolution of this “charmed circle”.

While analyzing the history of taxes, Petro Kovanko gives such general remarks:

- the idea of personal tax (personal tax is the main direct tax in Russian state which
was put in place in 1724 after household taxations were canceled on January 1%, 1887
on the initiative of Mykola Bunge ) during all its existence was corrupted, this tax was
turned into “estates” which is rural;

- collective responsibility made personal tax more unjustified and chargeable for
ordinary people which was introduced for support of state financial requires;

- the draft of the substitution of personal tax by others, concerning reforms of
Mykola Bunge, was not implemented because of some reasons,
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particularly because of usability for the government and impossibility of refusal from
personal tax in consequence of permanent budget deficits.

Petro Kovanko was the first in Ukrainian economic literature who raised a problem
of economic essence of taxes. Taxes must have net profit in return the taxation of gross
income threatens to reduce capital. The author thought that it should always be
carefully protected, as it is the main productive power of the state, the same as work
and it isn’t profitable for the state to disrupt these two principles. There was a weird
approach in Russian empire: if a merchant, landowner or manufacturer were richer they
had to pay fewer taxes. It grew out of tax theory requires, it was converse to that one
which had to be in the state having justified tax system.

Petro Kovanko shows all new problems which occurred, while analyzing the other
important step in financial system reforming which includes taxation, transformation
of labor tax (introduced by Petro 1) in redemption payment. After the reform of 1861,
the existence of this tax caused some anomalies again, as the release of villagers
foresaw the formation of small owners but state informal fees prevented it.

Due to processing operations of Petro Kovanko financial results of redemption
operation on January 1%, 1907 were following: capital debt of villagers for the land was
900 million rubles and villagers managed to repay 53, 2%, the government did the rest
— 45, 7%, there were nine west provinces which weren’t covered by the procedure of
manifesto on November 3", 1905 — 1, 1%.

Maturity had the largest value in repayment of debts concerning villagers, as there
was discharged only 2,7% from the whole amount of debt by pre-term payment.
According to manifesto on November 3, 1905 25% from the whole amount of debt was
marked off out of villagers and due to the law of 1881— 1884 about decrease of
redemption payment, the debt of the villagers was reduced to 18, 8%. The rest of tax
deductions didn’t have any sense. As the Ukrainian scientist noted, decrease of
redemption payment and early accomplishment of the operation of buy-out incurred
losses to the treasurer’s office. However, these government measures made sense
completely and they were necessary from the standpoint of broad understanding of
state interests, as tax payment validity was increased for villagers. Furthermore, tax
deductions, which were provided by the government, decreased expenses of the
villagers for purchase of land greatly. According to the primary plan, villagers had to
pay approximately 8 rubles per acre of land and 27 rubles for denomination of capital
charges. Indeed villagers paid 40 rubles per acre and 14 rubles were accounted for
denomination of capital charges.

The investigation of budgets, budget law, and its academic subject area were the
basis of studying and pedagogical activity of Petro Kovanko from
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1910. His first publication in this domain was “Contain and essence of budget law”
(1910). He considered a budget law as a set of legal rules defining the preparation
procedure, confirmation, implementation and supervision of budget. Petro Kovanko
stressed the importance of historical approach in the investigation of budget law
matters. Every country went through particular periods of development of state living
and each of them had a specific type of budget law. It was Petro Kovanko’s opinion
that first of all, the task of budget law involved uncovering and describing of derivative
laws and secondly, operating system of budget law in different states led to the
schematic order by rendering them into particular types.

On the assumption of the understanding the subject matter and tasks of budget law,
the scientist marked off and analyzed different theories of budget law, in particular
those ones the representatives of which gave priority to hierarchical approach and also
their followers based on the principle of popular sovereignty. On the one hand, Petro
Kovanko considered the theories of both scientists groups correct, as they complied
with the social and law terms of those counties where state living was taken as a basis
of theoretical development. At the same time, the investigator put emphasis on the
point that any of those theories didn’t have generality. On the other hand, Petro
Kovanko preferred the theory of budget law that based upon the principle of popular
sovereignty. The scientist wrote that “it is in higher realism because of its logic nature
of the construction and also by the reason of making its consequences on the
investigation of budget fairs of those countries which had a long way of cultural life”.
The Ukrainian scientist proves that the rules of state budget growth are the rules of
budget laws growth of popular representatives. In consequence of this investigation of
the subject matter and essence of budget law and different theories, the science theorist
made such important conclusions: “The tasks of the state are getting to grow, its
functions become more complicated, budget is growing, tax burdens concerning
citizens are growing, their duties are growing and civil rights are growing as well.
Nowadays right leading of national economy isn’t possible without the participation of
popular representatives in the budget case and without the firm legal bond between the
society and government, it would be impossible to collect billions which “decorate”
budgets of all main states of the world”. It’s quite obvious that these conclusions have
to be left on the front burner, they concern the modern budget law and budget process.

In scientific studies of P. Kovanko a significant place belongs to the analysis of
state budget. The particular interest is the investigation “State expenditures in Russia
according to the designed subjects for the years 1903- 1911”. It has primary interest by
the choice of the period of analysis. This
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was the period when Russia lost the war, social revolution and further military
preparations, which could not impose its imprint on the country’s budgetary
expenditures. Their analysis made it possible to identify certain trends in public
expenditures in the years of the period. According to Professor K. G. Voblyi, the main
importance of this research is that the “state expenditures of Russia are considered by
the author not according to the ministry system but to appointment items that can give
a correct picture of spending public money.”

Another important feature of this study was the author’s usage of a comparative
analysis of state expenditures in Russia and major European countries. This method
made it possible for P. Kovanko to compare budget expenditures of different countries
in the overall management, in health, education, science, etc., and to separate the
different trends of these costs. “We somehow got used to the fact -wrote P. Kovanko
— that spending on education, science and art are not very high; we accepted another
point which lies in the fact that this type of spending is marked surprisingly by a weak
tendency to its growth.” Meanwhile overseas, says Kyiv scientist, governments do not
regret funds to these important areas of human life. We now have to say that almost a
century later the situation in Ukraine has changed little.

The highest authority in the case of government spending for P. Kovanko was M.
Bunge whose legacy concerning finance was considered to be forgotten. Passionate
desire for speedy resumption of attention to these wills the Ukrainian scientist
concluded by topical proposals: to lower the cost of governance; to ease the burden of
defense spending; to reduce the burden of expenditures for obligations of the state; to
increase spending on health, education, culture, aid to agriculture and handicrafts. It is
necessary to improve maintenance treasury operations, treasury forestry, mining,
railway sector; it is necessary to restructure the tax system. Kovanko concludes that the
country needs fundamental reforms of the financial system. But at the same time he put
the rhetorical question: who will make them?

Later the scientist considered the problem of land tenure of cities in the terms of
the necessity to strengthen finances in fundamentally different socio-economic
conditions. In the work “The financial problems of Russian cities land tenure” (1919)
he emphasizes a high budgetary importance of urban land and quit-rent articles both in
the past and in the present time and probably also in the future. This work has analyzed
factual and statistical material in the field of land tenure of Ukrainian and Russian cities
over long historical time: the 18"century — 10-s of the 20"century.

Even in Soviet conditions P. Kovanko actively researched local budgets in Ukraine.
This issue is devoted to a number of his works: “The local budget of Kiev province in
its present territorial limits for 1912, 1913 and
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1914 (1925); “The local budget of Ukraine in 1912 (1924); “The local budget of
Ukraine in 1912 and the current territorial boundaries of administrative-territorial
division” (1925);”Local Budget of Ukraine in 1923- 1924 “ (1925);”The budgets of
cities of Ukraine” (1925). The scientist continued to develop his favorite theme in the
50-s of the last century already being in emigration. He studied the budget of the USSR
and Soviet Ukraine, their relationships.

The works of the scientific and methodological orientation play a special role in
the creative activity of P. Kovanko. This is the work “Pedagogical authority” (1905)
and a number of articles in the magazine “Commercial education” (1911-1912). In
these articles the author appears as an experienced teacher, methodologist who justifies
a number of key provisions to improve the teaching of political economy and its history
in the middle and high school based on considerable experience including his own one.
These scientific and methodical works gave P. Kovanko the reputation of connoisseur
of the specifics of teaching basic theoretical discipline in specialized schools and
colleges.

In our opinion, several issues are still relevant nowadays. These questions are
related to the authority of the teacher and are set out in the work of P. Kovanko
“Pedagogical authority. “ The essence of the author’s position on this issue is in a
statement that the main factor of authority is a person, whom we respect. Therefore,
only personal virtues of teacher, his love for children and for teaching of the subject
can be a solid foundation of credibility. Any activities outside influence cannot raise
anyone’s authority, any administrative position does not give a patent; neither rank nor
age nor social status gives in this case any guarantee.

P. Kovanko drew attention to the existence of “a fatal abnormality”, the attempts
to “support” the authority of the school and its representatives and its apparent decline.
To discover this “abnormality, ” the Ukrainian scientist, on the one hand, tried to
understand the moral health of the domestic teacher, and on the other hand, he explored
a number of social conditions under which somewhat strange and far from the ideal
type of “teacher” was formed. “The society and state, when education interests are
valuable for them — wrote a young scientist — are under an obligation to create such
terms for pedagogical activity that the personality of teacher could freely develop and
improve mentally and morally”. However, P. Kovanko stated, that “here we are faced
with a number of new conditions of Russian activities, the sad reality, severe, and
material neediness and lack of complete independence of teachers within their
scientific and educational work are in the foreground. “ He analyzed these unfavorable
social terms thoroughly.
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Regarding the situation of the teaching staff in the universities of Ukraine and
Russia, the P. Kovanko describes it in very dark colors. In his view, “the lack of
university autonomy, full neediness of people who are left in the university to prepare
for a professorship, and doubtful material wealth of professors, disorganized our
universities and led them to a miserable existence in which meeting with the teacher
and scientific authority would be a rare exception. “ The assessment of position and
pedagogical authority of national university professors at the beginning of 20“century
is quite unusual for the modern reader.

Vital position of P. Kovanko is determined by a high demand to the personality of
teacher, his mental, ethical and professional qualities, to the persistence in their
statement. “If you cannot impart to your pupils or students the necessary ethical ideals,
cannot give them moral values and meaningful understanding of dignity, honor, calling
and responsibility to lower, equal and higher you should leave the institution and seek
more relevant employment to your personal qualities” — requires the teacher. He
understands the tragedy of teacher very well, in the opposite case — “you will quickly
become a martyr and tyrant simultaneously”.

From the earliest days of the Society of economists at the Kiev Commercial
Institute (January 1909), P. Kovanko took an active part in its work, discussions and
individual presentations.

Undoubtedly, P. Kovanko is well known scientist and teacher who made his worthy
contribution to the development of the Kyiv Commercial Institute (later — Kyiv
Institute of National Economy). He made a contribution in its transformation into one
of the leading centers of science and education in Ukraine.

The fate of the scientist after 1938 is unknown. Some information can be found
about his emigration to Germany and work in the Institute of the USSR Studies in
Munich. In 1956 his work “The budget of the USSR” was published.

The main works of the scientist: “The main reforms undertaken by N. Bunge in
the financial system of Russia. Experience of critical evaluation of N. Bunge as the
Minister of Finance (1881-1887)” (Kyiv, 1901), “Pedagogical authority” (Kyiv, 1905),
“The content and nature of the Budget Law” (Kyiv, 1910), “Inheritance tax in
Germany” (St. Petersburg, 1910), “Public expenses of Russia by purpose subjects:
years 1903-1911. Financial and statistical sketch with 15 diagrams” (Kyiv, 1911),
“Reform of February 19, 1861 and its aftermath from a financial point of view.
(Redemption operation: 1861-1907)” (Kyiv, 1914), “The fate of residential taxes with
the introduction of income taxation” (Moscow, 1914), “The financial problems of land
tenure in Russian cities” (Kyiv, 1919), “The local budget of Ukraine in 1912” (Kharkiv,
1924) and others.



KRYSOVATYY
Andriy Ihorovych

/V’rysovatyy Andriy IThorovych is Doctor of Economic Sciences, -*\_Professor,
Full Member of the Academy of Economic Sciences of Ukraine, Honoured Scholar
and of Ukraine, Rector of Ternopil National Economic University.

He was bom on December 23, 1965 in Koshliaky village, Pidvolochysk district,
Ternopil region. In 1989, he graduated with honours from Ternopil Financial and
Economic Institute with speciality “Audit and Control” and received a qualification of
an economist.

Having graduated from the higher educational establishment, since August I,
1989, Andriy Krysovatyy has been working in Ternopil Institute of National Economy.
He worked as a trainee teacher at the Department of the Theory of Accounting, Audit
and Control; a lecturer, a senior lecturer, an Associated Professor of the Department of
International Finance and Credit Relations and Taxes; an Associated Professor of the
Department of Finance; the Head of the Department of Taxation and Fiscal Policy; the
Vice-Rector in Education and Organizational Work; the Vice-Rector for Scientific and
Pedagogical Work. Since November, 2012, he had been serving as the Rector of
Ternopil National Economic University. In April 2013, he was appointed the Rector of
TNEU.

He studied without interruption from work as a post-graduate student at Kyiv State
Economic University (1991-1995). In 1995, A. Krysovatyy defended his Candidate
Thesis “Indirect Taxes in Ukraine: Theory and Practice”. In 2006, he defended his
Thesis for a Doctor Degree in Economic Sciences “Taxation Policy in Ukraine:
Principles of Theory and Practice”.

During 1996-2001 he was scholarship holder of Cabinet of Ministers of Ukraine.

In his professional activity A. Krysovatyy extensively uses foreign experience, tries
to improve the educational and scientific process. He participates in scientific seminars,
regional and international conferences: the 5™ International Scientific and Practical
Conference “Formation of the European Common Scientific Area and the Challenges
of Economics”
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(2013); the 10" International Scientific and Practical Conference of the Young
Scientists “Economic and Social Development of Ukraine in the 21% Century: National
Vision and the Global Challenges” (2013); the 3" International Scientific and Practical
Conference “The State and Perspectives of the Development of Accounting and
Information System in Ukraine” (2014); International Scientific and Practical
Conference “Transformational Processes of Economic System within up-to-date
Requirements” (2014); International Scientific and Practical Conference “Pedagogical
Theory and Practice in the Context of Integration Processes” (2014); the 11™
International Scientific and Practical Conference of the Young Scientists “Economic
and Social Development of Ukraine in the 21 Century: National Vision and the Global
Challenges” (2014), etc.

A. Krysovatyy carries out his research in the field of state and local fiscal policy
formation. He fully defines the concept of tax as a fundamental principle of the state
financial economy on the basis of the conceptual foundations of the market social-
oriented economy that provides step-by- step analysis and understanding of the taxation
principles and allows defining qualitative and quantitative factors of this process.
Providing considerable theoretical and empirical evidence, the scientist reveals
composition and structure of tax system, the ratio of taxes to the value of Gross
Domestic Product and the tax rates.

Due to its consistency, novelty and deepness, the research of A. Krysovatyy
enriches the science of Finance and allows evaluating the regulatory function of the
State when solving the problem of economy global system restructuring and expanding
of market transformations.

A. Krysovatyy identifies not only two basic functions of taxes (fiscal and
regulatory-distributive) but he also singles out such taxes sub functions as economic,
social, incentive and restrictive. It allows a better understanding of the role of taxes and
their impact on people.

The scientist considerably devotes his research to the analysis of tax system
formation and development in the countries with transition economy, revealing certain
trends, contradictions, and results of tax systems reorganization. Due to the tax
legislation of these countries, the fiscal function is dominated over the regulatory and
incentive functions appearing only to a very low extent. This is a characteristic feature
of transition economy tax systems.

A. Krysovatyy also highlights the problem of tax evasion and avoidance. He
considers that strengthening of the State capacity can facilitate to solve this problem.
This is the basis of his approach to the problem of tax evasion. The scientist underlines
that bureaucratization of economic relations, the omnipotence of bureaucracy and
increasing corruption in Ukraine are caused by low State capacity and its functional
weakness.
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\ successful attempt of A. Krysovatyy to emphasize the main trends of pumping up
the budget in the countries with transition economy can be recognized as a scientific
achievement. The scientist draws great attention to the basic issues of the tax burden
in Ukraine and to the problem of measuring the individual solvency of citizens and the
principle of equivalent assessment of the state counter services. A. Krysovatyy
considers that principle of solvency is aimed at the achievement of social objectives of
the siate because it involves redistribution of wealth from rich to poor citizens. | he
principle of equivalence is aimed only at equalization of tax payments and the State
counter services. Along with the analysis of the development of tax reforms in the
countries with transition economy, the scientist continues to investigate problematic
issues of tax evasion, revealing the peculiarities of lax ethics and the imperatives of
fiscal control. Andriy Krysovatyy stresses that “the basic problem of taxation is
administrative and managerial ability to ensure the highest degree of public revenues
along with the decreasing of the adverse impact of this process on the economic
situation and economic levers when the level of taxpayers’ dissatisfaction is the
lowest”.

The scientist focuses considerable attention on the study of the state fiscal policy.
He identifies four tools (elements) of the state fiscal policy:

 Incomes Policy (tax regulation);

« Expenditure Policy (expenditure regulation);

 Transfer regulation;

+ Debt finance.

According to the scientist, among the issues of effective use of the financial tools
are the following ones concerning:

« fiscal direction of the state tax policy;

» complexity, instability, inconsistency and contradictions of tax legislation;

« defining of the tax burden in Ukraine and distribution of tax pressure between
the factors of production;

 unsystematic and unjustified tax privileges and exemptions;

» unsystematic allocation of state budget expenditures;

 uncontrolled debt policy;

 unbalanced system of budget and social transfers.

A. Krysovatyy studies the role of tax policy within the structure of the state
regulation tools, identifies the main directions and forms of the state tax policy
implementation. He supports the idea that economic growth is possible not only under
the conditions of tax burden reduction.

The scientist draws great attention to the issues of the fiscal regulatory paradigm
of the tax burden, especially taxes management in Ukraine, their
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transformation trends, harmonization, preferential taxation and financial regulation of
investment and innovation processes in Ukraine, etc.

It should be noted that A. Krysovatyy has greatly contributed to the development
of Ternopil scientific economic school which postulates are well-known in Ukraine
and abroad. Its followers take an active part in the development of the economy of our
State.

In April 2013, Stopanska Academy “D. A. Tsenov” (Svishtov, Bulgaria) awarded
the honourary title “Doctor Honouris Causa” to A. Krysovatyy.

He has founded the scientific finance school. A. Krysovatyy is the Head of the
Specialized Scientific Council D.58.082.01 for defending Theses on Degree of Doctor
(Candidate) of Economic Sciences. Eleven Candidate’s theses and three Doctor’s
theses were written and successfully defended under his scientific supervision. Two
Doctor’s theses have been prepared for defense.

A. Krysovatyy is the Chief Editor of a scientific journal “The World of Finance”,
the Chairman of Editorial Board of the Ukrainian theoretical and methodological social
humanitarian magazine “Psychology and Society”, a member of the following Editorial
Boards: “Journal of European Economy” (TNEU scientific journal), a collection of
scientific papers “The Economic Theory”, and a collection of articles “Optimum
Economic Studios” (The University of Bialystok, Poland). Jointly with the Scientific
Research Institute of International Scientific Association for the World Economy and
Politics (Berlin, Germany), he founded a collection of scientific papers, a series of
“European Integration. Basic Issues of the Theory and Politics”.

Among his retraining placements are the following Universities: Inholland
University of Applied Sciences (Amsterdam, Netherlands, 2006); University of
Applied Sciences (Vienna, Austria, 2006); Technische Universitat Dresden (Dresden,
Germany, 2007); Rensselaer Polytechnic Institute (Troy, USA, 2008); University of
Education Management of the National Academy of Pedagogical Sciences of Ukraine
(2011); NORD University (Bode, the Kingdom ofNorway, 2014).

A. Krysovatyy investigates the issue of legal regulation and organizational support
for development and implementation of the state tax policy. He is the author of more
than 130 scientific papers and methodological recommendations, 5 monographs, 16
textbooks. The main of them are the following: “Tax Transformations in the EU and
Tax Policy in the Context of European Integration” (2014), “Taxes and Taxation. A
Range of Current Challenges” (2014), “Tax Concessions. The Theory and Practice of
Appliance” (2014), “New World Economic Order and Global Challenges for Ukraine”
(2014), “Tax Management. Advanced Course: Textbook” (2014).

A. Krysovatyy notes that “World Economic Order stands for international
economy functioning according to the international law under
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the conditions of peaceful coexistence of all the States. Today this order needs renewal.
It concerns monetary and financial system especially dollar currency rate, terms of
trade, functioning of investment mechanism, supranational governance, international
financial and economic organizations, international legal system, industrial and
military complexes, weapons market and defense systems.

New World Economic Order and its economic component must include a
mechanism which will end all kinds of wars: military, cold, economic. It has lo put an
end to the list of ideological confrontations, global revolutions and wars as a history of
mankind”.

A. Krysovatyy is the President of the Civic Organization “Ukrainian- American
Association of the higher education employees”, a coordinator of Ukrainian
Norwegian project “Professional retraining of the retired personnel of the Armed
Forces of Ukraine and other uniformed services, members of their families and
promotion of their employment”. A. Krysovatyy is a founder of TNEU business school
(in cooperation with Estonian business school, Tallinn, Estonia).

He holds a patent of Ukraine for utility model Ne 97086 MIIK E06B;/00; F24 1
2/00.

A. Krysovatyy worked in a team of experts that were preparing the Budget Code
(2007 — 2008) and the Tax Code of Ukraine (2010-2011).

The scientist emphasizes “Tax is the basis for fiscal provision, an important
financial base not only for the state funding and execution of its functions but also for
the social welfare of its citizens. In addition, the state influences on functioning and
activity of business structures creating GDP through taxation. Taxes are involved in
the processes of redistribution of newly created values and social reproduction. Taxes
functions reflect the way of the realization of their common social objective as a tool
of distribution and redistribution of GDP. That is a macroeconomic effect of taxation
on the economy.

However, financial support for sustainable society development is not restricted to
the accumulation of income through taxation. Debt financing and transfer regulation
play an important role in the global and domestic fiscal practice. Skillful use of these
tools of fiscal policy allows balancing revenues and expenditures of the State and
ensuring the provision of public goods at the appropriate level. In addition, tax policy
has not to be aimed at the maximum fiscal revenue; it has to focus on the limits of the
tax burden and the needs of society which have to be satisfied at a sufficient level only
but not to the whole extent. Only such philosophy and understanding of this problem
will help to ensure sustainable development and provide a stable economy for future
generations”.
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A. Krysovatyy was awarded the Honourary Diploma of Ministry of Education and
Science of Ukraine (2008), Honourary Diploma of the Cabinet of Ministers of Ukraine
(2013) for conscientious work, high professionalism and significant contribution to the
development of science.

On May 15", 2015 according to the Decree Ne 269/2015 of the President of Ukraine
“On awarding by state awards of Ukraine on the occasion of Day of Science” A.
Krysovatyy was awarded the honorary title “The Honoured Scholarof Ukraine” for his
significant contribution to the development of national science, strengthening of the
scientific and technical potential of the State, long conscientious work and high
professionalism.

He takes an active part in social life. A. Krysovatyy is very concerned about the
future of his country. He supported the initiative of the student community of Ternopil
National Economic University to found the youth patriotic association “Oberih” in the
higher educational establishment.

On October 1%, 2015 A. Krysovatyy was awarded the Order “For Volunteering
“The Power of Ukraine™” for his significant contribution into the development of the
State due to the recommendation of the Charity Fund “Viruyu” for this award. It
signifies the respect and gratitude of society to volunteers, benefactors and
philanthropists who provide selfless volunteer assistance for the defenders of the State,
participants of ATO, disabled people and families of the victims.

A. Krysovatyy is a person of deep moral principles, amazing spirituality, noble and
honest, demanding and humane. He has a well-deserved reputation among the teaching
staff and the students of Ternopil National Economic University due to his hard work,
competence, and wisdom.

The main works of the scientist:

I. Krysovatyy A. |. Budget system of Ukraine: Textbook / A. 1. Krysovatyy, S. I.
Yuriy, Y. M. Beskyd. — K. : NIOS, 2000. — 380 p. 2. Krysovatyy A. I. Tax systems
of foreign countries: Textbook / A. I. Krysovatyy. — Ternopil: Economic thought,
2001. — 258 p. 3. Krysovatyy A. I. Tax system of Ukraine: Collection of legislative
acts. Revised and updated: November 1, 2002. / A. . Krysovatyy, 1. P. Vakulich, S. D.
Herchakivskyi. — Ternopil: Intex, 2002. — 468 p. 4. Krysovatyy A. |. Taxes and Fiscal
Policy: Textbook / A. I. Krysovatyy, A. Lutsyk. — Ternopil: Textbooks and manuals,
2003. — 312 p. 5. Krysovatyy A. I. Tax management: Textbook / A. I. Krysovatyy, A.
Y. Kizyma. — Ternopil: Kart-Blansh, 2003. — 330 p. 6. Krysovatyy A. I. Taxes and
tax planning of business / A. I. Krysovatyy, A. H. Zavhorodnii, A. V. Yelyseev. —
Lviv: Centre Business Service, 2003. — 151 p. 7. Krysovatyy A. I. Tax system:
Textbook / A. 1. Krysovatyy, O. M. Desiatniuk. — Ternopil: Kart-Blansh, 2004. —
331 p. 8. Taxation system and its information and accounting provision : Textbook /
Al
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Krysovatyy, P. M. Herasym, O. M. Desiatniuk, H. P. Zhuravel [and others]. — I. :
“Profesional”, 2005. — 245 p. 9. Krysovatyy A. |. Methods, methodology and
organization of scientific research: Textbook /JI. 1. Krysovatyy, V. M. Panasiuk, N. V.
Havryshko. — Ternopil: Ltd (TOV) “Lileia”, 2005. — 152 p. 10. Ivanov Y. B. Tax
system: Textbook / Y. B. Ivanov, A. 1. Krysovatyy, O. M. Desiatniuk. — K. : Atika,
2006. — 918 p. 11. Tax management: Textbook / Y. B. Ivanov, A. I. Krysovatyy, JI.
Y. Kizima, V. V. Karpova. — K.: Znannia, 2008. — 525 p. 12. Krysovatyy A. I.
Finance: Textbook / A. I. Krysovatyy, S. I. Yurii [and others], — K. : Znannia, 2008.
— 814 p. 13. Tax Policy: Theory, methodology, tools: Textbook / edited by Doctor of
Economic Sciences Prof. Y. B. Ivanov, Doctor of Economic Sciences Prof. I. A.
Maiburov. — H. : VD “INZK”, 2010. — 492 p. [Krysovatyy A. |. — P. 377 — 384]
14. Krysovatyy A. I. Dominants of taxation harmonization: national and international
vectors / A. I. Krysovatyy, V. A. Valihura. — 2010.

15. Krysovatyy A. I. Planning and forecasting of tax revenues: Textbook / A. I.
Krysovatyy, A. Y. Kizima, V. V. Maslii. — Ternopil: Economic thought, 2011. — 260
p. — (On the 50th anniversary of TNEU). 16. Tax system of Ukraine: Textbook / A. I.
Krysovatyy [and others] ; edited by M. Y. Azarov. — K. : Ministry of Finance of
Ukraine, 2011. — 656 p.

17. Scientific and practical commentaries to the Tax Code of Ukraine in 3 vol. | A. I.
Krysovatyy [and others] ; under the general editorship of M. Y. Azarov. — K. :
Ministry of Finance of Ukraine, 2011. — 516 p.

18. Turbulence of tax reforms: Monograph / A. I. Krysovatyy, S. I. Yurii, I. A.
Maiburov, T. V. Koshchuk. — K. : Znannia, 2011. — 382 p. 19. Tax systems
reforming. Theory, methodology and practice: Monograph / edited by I. A. Maiburov,
Y. B. Ivanov, A. I. Krysovatyy. — K. : Kondor, 2011. — 352 p. 20. Krysovatyy A. I.
Taxes management in Ukraine: organization and trends of transformation [Text] :
Monograph / A. 1. Krysovatyy, T. L. Tomniuk. Ternopil: Economic thought TNEU,
2012. — 212 p. — (On the 50th anniversary of TNEU). 21. Strategic directions of
development and implementation of Fiscal Policy of Ukraine [Text] : Monograph / A.
I. Krysovatyy, O. M. Desiatniuk, A. Y. Kizima, M. P. Chornyi; edited by A. I.
Krysovatyy ; TNEU. — Ternopil: Vector, 2012. — 356 p. 22. Krysovatyy A. I. New
paradigm of preferential taxation [Text]: Monograph / A. I. Krysovatyy, H. V.
Vasylevska. — K.: TUL, 2103. — 260 p. 23. New World Economic Order and global
challenges for Ukraine: Monograph / [V. Koziuk, A. Krysovatyy, Y. Savel’ev and
others]; under scientific editorship of Prof. A. Krysovatyy and Y. Savel’ev. —
Ternopil: TNEU, 2014. — 504 p. 24. Current paradigm of Fiscal Policy in Ukraine
under the conditions of sustainable society development: Monograph / under scientific
editorship of Prof. A. Krysovatyy. — Ternopil: TNEU, 2015. — 460 p.



KULISHER
Yosyp Mykhaylovych

(1878 - 1933)

GL~ulisher Yosyp Mykhailovych is the famous Ukrainian and Russian -*\,scientist,
economist and financier.

Y. Kulisher was born on Augustl, 1878. His father, Mychailo Kulisher, was a well-
known lawyer, ethnographer and historian of culture. Scientific articles of Mychailo
Kulisher dealt with the history of law, law of domestic relations, political system and
property were published in the book “Essays on Comparative Ethnography and
Culture” (1887) and became well-known among the scientists outside Ukraine.
Worldview formation of Y. Kulisher was under the influence of his parents” education
and views.

Y. Kulisher began his studies in the gymnasium in Kyiv. When his family moved
to St. Petersburg he continued his studies in German Annenska gymnasium. After
graduating from the gymnasium, he was awarded a gold medal and entered the Faculty
of Law of the St. Petersburg University in 1896. He attended lectures of talented
specialists in Financial Law P. I. Georgiievskyi, M. I. Tuhan-Baranovsky, L. V.
Hodskyi, 1.1. Kaufmann, A. O. Isaiev and many others carried out teaching and
scientific work at the departments of Political Economy, Statistics and Finance of the
Faculty of Law because of the lack of the faculty of Finance at that time in the
University. These scientists influenced greatly on Y. Kulisher’s worldview formation
and aroused his interest in Economics. The first work of Y. Kulisher “Return on
Capital” was awarded a gold medal when he was a student.

After graduating from the St. Petersburg University in 1900 Y. Kulisher received
the first-degree Diploma and was invited to work at the department of Political
Economy of the University. However, this decision was not approved by the trustee of
the educational district because of the famous works of his father, M. I. Kulisher, and
his Ukrainian national position in the study of ethnography and history of culture.

Upon the recommendations of the University professors Y. Kulisher went abroad
to study the latest achievements of the World Political Economy and the Science of
Finance. He knew German, English and French. So, he
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attended lectures in Economics of such famous professors as G. Smaller, A. Wagner,
K. Blucher and many others in Berlin, Gall, Vienna and Leipzig. | he works of these
famous scientists — the representatives of the new historical school of Political
Economy- influenced his scientific activity. He began to apply historical approach as
a research method in studying economic phenomena. Such features as positivism,
considering society progress as natural evolutionary development, the crucial role of
science and technology, the plurality of social factors and the importance of social and
psychological motives determined his scientific worldview.

Y. Kulisher’s active scientific research abroad having lasted four years (1899-
1903) resulted in publication of his article (over 300 pages) “Zur
Entwickelungsgeschichte des Kapitalzinses” (“Return on Capital: History of
Development”) in “Jahrbiicher fur Nationalokonomie und Statistik” magazine (“The
Yearbook of Political Economy and Statistics”). The author thoroughly revealed the
nature of return on capital and various sources of income at the main stages of trade
and industrial development. Alongside with publication of Y. Kulisher’s articles in
German magazines there was a series of articles and reviews published in Russian
magazines.

Having returned to Russia, Y. Kulisher was invited to work at the Faculty of Law
in the St. Petersburg University as a private associated professor of the Department of
Political Economy and Statistics where he started scientific work on his Master’s
Thesis. He was working at this department as a private associated professor over 10
years (1905-1917).

Taking into account Y. Kulisher’s knowledge of peculiarities of economic
development of Western European countries, University authorities offered him to
conduct lectures in History of Economic Life in Western Europe. Y. Kulisher was a
good lecturer, a master of teaching methodology, so he became famous outside the
University. The scientist combined successfully research and teaching activities with
his work in various state commissions. So, in 1905 he was enrolled in the Department
of Trade of the Ministry of Industry and Trade and approved in the rank of collegiate
secretary. In 1907, Y. Kulisher started his work in the Ministry of Finance as an official
for special assignments. At the same time he continued to work at the University as a
private associated professor.

Y. Kulisher often applied historical and comparative research method and followed
the common laws of economic evolution of Western European countries and Russia.
His profound knowledge of the History of Finance, French, English and German
Economics made possible the solving of different actual problems. Highly estimating
scientific research of C. Marx, Y. Kulisher at the same time didn’t share his conception
about the
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impoverishment of the working class and his opinion on the economic theory of
revolutionary Marxism.

Y. Kulisher was among those Ukrainian scientists who tried to combine abstract-
theoretical and concrete-historical research methods, the theory of marginal value and
the theory of production costs. He often used the concept “institute” and analyzed the
economic role of such institutes as shops, merchants’ guilds, trade unions, business
associations, church, state, etc. His attitude to the problems of social and economic
policy was predetermined by G. Smaller as a founder of a new historical school and
the head of “Verein fur Sozialpolitik” (The Union of Social Policy). In his monograph
“The Evolution of Return on Capital Due to the Development of Industry and Trade in
Western Europe”, one of his early and famous works, Y. Kulisher laid the foundations
of a new evolutionary theory of return on capital, and at the same time, he did the
research of the historical development of trade and industry due to the evolutionary
theory highlighted by him in his monograph. Combining the historical approach with
the abstract method of the Austrian school, he tried to overcome the limitations of the
historical school.

Supporting the abstract method, Y. Kulisher denied the system of free competition
as a presupposition of the economic theory development. He considered the system of
free competition to be the same creation of human mind as the system of monopoly. It
had been developed as an economic organization of a certain period and had been a
result of long-standing antagonism. As free competition was established by the state,
so a system of monopoly was replaced by more sophisticated forms of the economic
organization due to the influence of the state. Y. Kulisher paid special attention to the
system of monopoly as an independent economic organization. On the one hand, he
opposed it to the system of free competition, and on the other hand, to the collective
economic organization. Y. Kulisher said that a system of monopolies representing “the
economic structure which had been existing since the 17" century started to be replaced
by the system of free competition only in the 19 " century”. The Ukrainian scientist
analyzed thoroughly various theories of profit ranging from the views of “church
fathers” to the conception of E. Bohm-Bawerk.

According to Y. Kulisher, the source of profit is changing in its historical
development. He defined four stages of the profit evolution to prove this statement: 1)
profit as a result of property confiscation; 2) profit received from the consumer income
by a monopolist-merchant when a consumer is weaker than a monopolist-merchant in
the market; 3) profit received from the worker’s (apprentice’s, craftsman’s) labor by
the owner; 4) the source of profit is inventor’s creativity. So, since the 19" century,
profit was gained not only due to the worker’s labor but mainly due to the inventor’s
creative



Volume 2. Encyclopedia
O*s>- 175

labor shown in machines and other technical means. It was the main thesis of Y.
Kulisher’s concept. Each of these sources of profit dominated in a certain country for
a certain period of time, but they were not combined as a single unit. Their combination
depended on the level of economic development of a particular country.

Y. Kulisher’s book “Essays on the history of industry forms in Western Europe
during the 13 "—1 8" centuries according to the study of industry profit nature in this
period” (1906) became his Master’s Thesis. Defense of the thesis was held in the form
of public debates after his passing Master’s exams in February 1908. M. Kovalevsky
and M. Tuhan-Baranovsky were his official opponents.

Y. Kulisher gathered information for his research on trade policy and finance and
collected data for course development in the history of economic life in his annual trips
abroad after 1908. All information gathered by Y. Kulisher was analyzed in his books:
Local taxation in foreign countries (Part I, Il, 1911, 1913), Municipal taxation in
Germany in its historical development. The experience of studying major trends in the
urban finance development, 1914. The latter became the basis of his Doctor’s Thesis
and its defense was successfully held in the Moscow University in 1915. In his work
Y. Kulisher continued the research of local finance in Economics started by M.
Tsytovych in Russia {Local Prussian expenditures and the theory of local
expenditures, 1898), by P. Hansel (New kind of local taxation, 1902; The latest trends
in the Western municipal taxation, 1909) and by the Ukrainian scientist V.
Tverdokhlebov (Western municipal taxation, 1909).

The growth of urban and rural finance after the reform (1870s-1890s) required
theoretical substantiation. M. Tsytovych was among the first Ukrainian scientists who
raised this problem. His book Local Prussian Expenditures and the Theory of Local
Expenditures (1898) had been for a long time a single work devoted to the local
expenditures. And it is still considered one of the best works on this problem. However,
Y. Kulisher and other scientists referred mainly to the German literature, German
practice and German Theory of Finance in their works. It was the downside of Y.
Kulisher’s book.

At that time Y. Kulisher began to write his History of Stock Exchange for the
Banking Encyclopedia which was published in Kyiv in 1916, as well as books on
foreign trade statistics and factory production. His work Lectures in History of
Economic Life in Western Europe (1909) contained a lot of facts and was republished
eight times. It was last published in 1913 in two volumes. It was updated and expanded.
Y. Kulisher described the evolution of different forms of economic life from the
simplest to the most complex, so
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his book was worth studying. Internal evolution of economic phenomena was shown
by Y. Kulisher in close connection with the external factors of economic life. Special
emphasis was laid on the economic policy of the state and the city’s economy.
Economic life was personified Y. Kulisher, numerous quotations of various sources
introduced the language of participants of economic relations of that time, their towns,
fairs, exchanges. Due to this description Y. Kulisher showed the European business life
since the Middle Ages up to the late 19" century.

The extensive use of juridical research methods, primarily the analysis method of
different types of deals (acts of sales and donations, employment contracts, debt
obligations, trade treaties, bills, etc.) are the generic features of this book. On the basis,
of this analysis the author researched different forms of the trade organization and credit
development, etc. Qualitative analysis methods of economic relations prevailed in his
research over the quantitative methods due to the poor statistical base of the research.
Despite the lack of tables and diagrams in his book Y. Kulisher skillfully handled digital
material and showed a wide amount of data on price dynamics, wages, etc.

In his research, he pointed out the great importance of international relations in
economic life. First of all, it concerned foreign trade that followed the development of
domestic trade as Y. Kulisher thought; it was an important source of capital
accumulation that attracted author’s attention. He also emphasized the role of
population migration in the development of Economy. Y. Kulisher gave a lot of
examples in his book about the transference of culture, production techniques and
technologies, new knowledge in the field of trade and banking from more developed
countries to less developed ones under the influence of natural and forced migration.
This was Y. Kulisher’s vision of the mechanisms of the economic life development
where technology borrowing and its adaptation to new conditions was of great
importance. These issues are still vital today.

Y. Kulisher’s research of European economic life when more developed areas are
close to less developed ones and have constant economic relations is also of scientific
interest. He described these relations as a system where less developed areas were in
agro-commodity periphery and the center was in more developed areas. This center
moved historically from Constantinople to Venice and Genoa, then to Antwerp,
Amsterdam and at last into London. International activity of merchants and bankers
combined this system as a whole. Many years ago such world conception of Economy
was offered by F. Brudel.

Y. Kulisher was a member of the Council of Free Economic Society in 1909-1912.
He participated in the development of the joint-stock and
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cooperative legislation in the Ministry of Trade, worked on income taxation
introduction and industrial taxation revision in commissions under the Ministry of
Finance.

Alongside with the scientific research Y. Kulisher was engaged in teaching. He
conducted lectures at the University. Since 1910 he had been lecturing in the
Commercial Institute (Higher Courses of Commerce earlier) and was awarded a title
of Professor of this Institute in 1916 and a title of Professor of Psychoneurological
Institute in 1915.

At the end of 1918 Y. Kulisher was awarded an academic rank of Professor
according to the Decree of the Council of People’s Commissars. Due to this Decree,
all Master’s and Doctor’s degrees and academic ranks were abolished. Scientists could
only be awarded a title of a teacher and an academic rank of Professor. Y. Kulisher had
been lecturing a course in History of Economic Formations on the Department of
Economics of the Faculty of Social Sciences of the Petrograd University which was
founded instead of the Faculty of Law in 1919 and the Theory and Practice of Taxation
in Russia and abroad for the students of the Department of Finance. Besides the course
lectured by Y. Kulisher the students of the University attended lectures in Currency,
Credit and Banks; Local Finance (lectured by Professor V. Tverdokhlebov); Budget,
Financial Management, Class Structure and State Control; Finance of Foreign
Countries; Financial Policy of the USSR.

During 1920s Y. Kulisher was teaching not only at the Leningrad State University
but also in the Institute of National Economy, Military and Economy Academy,
Agricultural Institute, Forestry Engineering Academy, Polytechnic Institute. At the
same time some of his works “The main issues of International Trade Policy” in two
volumes (1918, 1919), “Essays on the Science of Finance” (1919, 1920) were
published. The title of the latter doesn’t match its content. The author described only
the most important subjects of the science of Finance. The work was dedicated to the
systematized and detailed description of the main principles of direct taxation. Writing
this book Y. Kulisher applied the historical approach the followers of which first were
successful in writing their works in the 1860s. Today this book is worth studying first
of all of the availability of a large amount of information about the taxation technique
since this problem has not been highlighted yet in the Ukrainian literature. The problem
of expenditures and revenues of the State was highlighted in the first part of the book.
The second part dealt with various types of taxation: land, domestic, industrial. In
addition, the author described generally a system of taxation in some European
countries and the USA. A similar approach to writing books
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in Finance dealing with the detailed description of the existing taxes and duties was
usual to the authors of the late 19™-early 20™ centuries.

In the beginning of his book Y. Kulisher described the reasons of appearance the
science of Finance and explained the etymology of the term finance. He revealed the
ambiguity of this term due to the scientific developments of famous Western scientists
and financiers: a) fraudulent, cunning, unscrupulous operations (16"-17" centuries); b)
the science of National Economy (latel8"-early 19" century). Changing of the meaning
of this term became possible due to the positive trends in the development of the state
and economy. Financial changes could stipulate rapid development of the national and
state economy as England had experienced, so the understanding of the profound
creative force of the Finance became clear. Y. Kulisher said that changing of the
meaning of the term finance contributed to the terminology adaptation to life. This term
began to be applied as a separate scientific field which was earlier called the Science
of the State Economy.

By the middle of the 19" century, finances had been associated with the State. So,
starting work on his book Y. Kulisher clearly defined distinctions between the
Economy of the state and private sectors. The main distinction is: private sector defines
its costs (they are secondary) by revenues (they are primary); needs are of primary
importance in the state sector and the funds must be found when the expenses are
defined. The other distinction is: the State “doesn’t accept accumulation for
accumulation. It follows the principle of possible increasing of income neither for
immediate expenses nor for reserves accumulation for future needs”. The State
conducts a sensible policy when reserves are in the disposal of the population but not
in the state boxoffices. “Money in people’s hands can lead to its increasing while in the
hands of the State each ruble has rarely a value which is more than written on it”. So,
Y. Kulisher drew the conclusion that private sector of Economy was more effective
than national Economy. One more distinction is the State can raise funds via taxation
as the coercive measure of raising funds to meet public needs and demands, so the State
controls spare funds. This is extremely forceful measure and needs careful applying.
Any rich country “will eventually become bankrupt if it follows the principle — 1 need
a certain amount of money, so give me it”. That’s why Y. Kulisher proposed to follow
Sh. Montesquieu’s principle: “State revenues should not be measured with people’s
possibilities but with their obligations. If they are measured with people’s possibilities,
it must be taken into account at least what they are able to give all the time”. Therefore,
the scientist laid emphasis on the importance of careful planning of budget expenditures
when budget
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should act as “people’s guide and defender against excessive encroachment on their
money”.

Y. Kulisher described the history of changes of the state expenditures, their nature
and amount beginning with the war costs and the ruler’s provision and ending with the
expenditures on education, science and art. The scientist didn’t specify their optimal
value but offered to increase them. In order to prove this he quoted D. Lloyd-George:
“educated, well-fed, well- dressed people with good accommodation increase the
wealth of the country many times; therefore you mustn’t be short-sighted and abandon
these costs”. Y. Kulisher’s argumentations and opinions are still vital today even a
hundred years later.

Costs increasing in the process of the State development stipulated the necessity
of searching for new sources of income. Y. Kulisher showed a historical retrospective
of the development of methods of treasury replenishing: domains, regalia, and alchemy
encouragement (as a means of gold production), promoting “noble” pirates and taxes
finally. The author said that Russia didn’t lag behind Europe in search of fees.
“Treasury experienced the least resistance following the principle: take everything you
can and everywhere you can, don’t miss anything near you”. At the same time, “the
State was often aware of the possibilities of the economic sector. State entrepreneurs
sometimes took control over new, undeveloped branches of Economy”. Afterwards the
State allowed private entrepreneurs to manage or buy out these new branches of
Economy and exerted pressure on the population getting it out of the inert state and
apathy. Overtime “exited by the State policy forces gradually overgrow it, free
themselves and flee away from their caregivers”. Y. Kulisher highly appreciated the
creative role of Peter 1 who was the initiator of many innovations. All his efforts were
aimed at increasing budget revenues by regalia and other fees. At the same time the
scientist emphasized on the inefficiency which was usual for the state-owned
enterprises. Y. Kulisher illustrated this with the example which was given in German
literature: state porcelain Prussian factory could exist because every Jew who got
married or received permission to trade or craft was obliged to buy goods manufactured
at the factory and estimated at 100 thalers.

Description of the evolution of taxation system in European countries by Y.
Kulisher is of great importance for the Science of Finance. The system of taxation
viable and acceptable to the people was clearly formed in Europe on the eve of 171" —
18" centuries. “Poll tax and peculiar dissonance between the state and people’s needs”
existed for a long time in Russia.

Y. Kulisher revealed different approaches to the understanding of the concept tax,
examined various theories of taxation (atomistic theory, diffusion theory, Kanar theory,
the theory of services (kind of payment),
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etc.), analyzed the possibility of shifting taxes with its internal and external nature due
to the excise and customs duties. According to Y. Kulisher, understanding the essence
of the shifting taxes doctrine was of great importance for any educated financier.

Alongside with his teaching activity Y. Kulisher held a position of the Director of
Economic Scientific and Research Institute at the University during 1921-1924. He
succeeded in forming two educational sections in the Institute: Political Economy and
Finance. Such well-known scientists as V. V. Sviatlovskyi, O. 1. Bukovetskyi, A. Y.
Finn-Yenotaievskyi, M. I. Boholepov, V. M. Tverdokhlebov had been working at the
Institute at that time.

Available educational literature didn’t meet the needs of that time, so the scientists
under the guidance of Y. Kulisher started their work on a new textbook in Finance from
a Marxist point of view. Marxist analysis of the financial phenomena was considered
by the Ukrainian scientist to be an extremely difficult task. Marxists and Communists
had little financial experience when they became engaged in the science of Finance. A
lot of important issues had not been developed yet from Marxist point of view. Y.
Kulisher said that it was the challenge of the time and despite all the problems it ought
to be coped with. D. P. Boholepov (““A Short Course of the Science of Finance”, 1925)
was the first financier involved in this challenging mission. Y. Kulisher helped him
with this task. The scientists noted that each of the social groups understood financial
science in their own way. In addition, the scientists distinguished clearly the Science
of Finance and Law.

Y. Kulisher was engaged in scientific and teaching activities as well as in practice.
In 1924 after closing the Economic Scientific and Research Institute having significant
scientific achievements Y. Kulisher was the Head of Tax Commission in Petrograd
branch of the Institute of Economic Research, an adviser at Northwest Regional
Chamber of Commerce, participated in the development of the reform of local finances.
In the 1920s, he published numerous articles on the problems of tax policy and
economic growth in foreign countries. He was a member of the editorial board of the
famous magazine “The Economist” where he published some of his articles. In the
1920s Y. Kulisher wrote such his works as “International Trade Agreements” (1922),
“Industry and Working Conditions in the West in the 19" century” (1923), issued
reviews of the war and post-war world Economy (1923, 1924, 1925). Simultaneously
he extended the scope of his research in History of Economics. He began to publish a
series of works devoted to the History of Economics in Russia: “The Essay on the
History of Russian Industry” (1922); “The Essay on the History of Russian Commerce”
(1923); “The History of Russian Economy” in two volumes (1925).
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Y. Kulisher was the first economist who began such all-encompassing study of
“Economic History of Russia “(Ukraine was a part of Russia at that lime). Earlier these
problems were raised by M. Dovnar-Zapolskyi (“The history of Russian Economy”,
1911, “Review of the History of Russian Economy”, 1914), but he didn’t complete his
research. Therefore, Y. Kulisher was invited by the German publishing house Fisher
in Jena to prepare for publication multivolume history of the economic life of all
countries under the general editorship of Professor Brodnits. Y. Kulisher described the
economic history of Russia on the base of various facts, analyzed the development of
domestic and foreign trade, currency and finance since the time of Kyiv Russ to the
17" century comparing it with the economic history of Western Europe, highlighting
common features and differences. The authors arrived at a conclusion that the
Economy of Western Europe and the Economy of Russia had been developed
according to the same laws but these laws varied to some extent. However, these
distinctions were not principal. Y. Kulisher pointed to the common features in the
development of trade, industry, currency and crediting in Russia and abroad. He paid
great attention to the international relations. He drew the conclusion: “World industry
had been developed since ancient times to the present in the West and in the East under
the direct influence of foreign migration using foreign capital up to the 19" century”.

Analyzing the development of trade in general in Moscow State and Western
Europe in the 17" century, Y. Kulisher defined the specific feature of the Western trade
— appearance of merchants’ class while in Russia at that time all groups of population
were engaged in trading — from the lowest to the highest. He also pointed to another
drawback depending on the level of financial management that affected the trade
organization — there were no banks and stock exchanges, bill and stock transactions
in Russia. Banks and stock exchanges were functioning not only in the advanced
countries of Western Europe but also in such relatively backward countries as Austria,
Prussia and other German states at that time. Therefore, Y. Kulisher said that capital in
Russia only began to develop and its significance could hardly be exaggerated.

In 1928 Y. Kulisher was staying in Germany for three months and in 1928, 1929
he prepared a two-volume version of “The History of the Economic Life in Western
Europe” which had been published in German. This book was highly appreciated by
the scientists of Western Europe and translated into English, Italian, Polish and other
languages. The great French historian F. Braudel in his fundamental three-volume
research Material Civilization, Economics and Capitalism of the 15"-18" centuries
which was published in France in 1979 (Russian version in 1992) admitted: “I read two
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volumes of “The History of the Economic Life in Western Europe” written by Yosyp
Kulisher and published in 1928, 1929. They are certainly still the best guidance and the
most trusted generalizing work”.

Y. Kulisher was a Professor (1930 — 1932) and the head of the Department of
Applied Economics (1930 — 1931) at the Leningrad Institute of Economics and
Finance which was founded in 1930 and based on the Faculty of Economics of
Polytechnic Institute. He was discharged due to reorganization. In 1932, he left the
Leningrad Institute of Economics and Finance and resigned from other higher
education establishments. It might have been due to his health problems and the
growing criticism of bourgeois scientists. This was especially obvious after the
publication of the last 8th edition of “The History of the Economic Life in Western
Europe”. It was revised to a certain extent from a Marxist point of view. However,
critics especially O. Pryhozhyn said that “the author of The History... was not a Marxist,
he didn’t use the concepts of mode of production and socioeconomic formation, quoted
C. Marks and F. Engels very seldom and didn’t recognize Lenin at all!”. Therefore such
criticism adversely affected the psychological state of Y. Kulisher.

Y. Kulisher died in November 17", 1933, in Leningrad and was buried there. After
his death, his works were not republished and his name was actually forgotten in his
homeland. However his General History of Middle Ages and Modern Times was issued
twice in Germany (1958, 1965). It was translated into English, Italian, Polish, Japanese
and other languages and issued not only in Europe but also in the USA and Japan. This
work is still highly appreciated in the West. The greatest French historian of the 20™
century F. Braudel referred it to classical economic literature. Y. Kulisher’s historic-
economic conception was based on the scheme of economic history. F. Braudel said
that Y. Kulisher’s homeland ought to be proud of the world- famous scientist.

The distinguishing feature of the works of Y. Kulisher is their fundamentality in
comparison with other similar works of Ukrainian and Russian authors. The scientific
ideas of the most respected scholars had been presented in his books. A large amount
of researched material and analysis of different scientific ideas showed Y. Kulisher’s
profound knowledge of literature. His works contain a thorough analysis. Starting
points for future research were also clearly defined by the author. Modern scholars
should follow Y. Kulisher as a scientist of extraordinary knowledge and interests. His
works devoted to various fields of Economics are distinguished by applying a historical
approach to the subject of the study. The scientific value of his works is in his great
contribution to the development of Economics as a science in Ukraine, Russia and in
the Western Europe. He
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could be considered as one of the founders of the Science of Finance in our country.
The evolution of this new discipline which is closely connected with the Economic
History is being continued still today. Both historians and economists often have
different points of view on the importance of the Science of Finance. However, Y.
Kulisher made a significant contribution by his devoted work to the development of
the Economic History having written a series of works that had become classical in the
Economic History. The History of Finance is one of its major components. This gives
reason to believe that Y. Kulisher is an outstanding Ukrainian and Russian economist,
world-known scientist and our national science is proud of him.

The main works of the scientist: “Essays on the history of customs policy” (St.
Petersburg, 1903); “The evolution of the return on capital due to the development of
trade and industry in the Western Europe: in two volumes” (St. Petersburg, Vol. 1,
1906; Vol. 2, 1908); “Local taxation in foreign countries” (St. Petersburg, 1911);
“Industry and working class in the West in the 16"-18" centuries” (St. Petersburg,
1911); “Political Economy. Popular Course” (St. Petersburg, 1911, 1913); “Lectures
on the history of economic life in Western Europe” (St. Petersburg, 1913); “Municipal
taxation in Germany in its historical development. The experience of studying the main
trends in the evelopment of urban finances” (St. Petersburg, 1914); “Essays on the
Science of Finance” (St. Petersburg, 1919, 1920); “The History of Russian Economy”
(Moscow, Vol. 1, 1925; Vol. 2, 1926); “Essays on the economic history of Ancient
Greece” (Leningrad, 1925); “The cost of World War” (Moscow, Leningrad, 1926) and
others.



MIHULIN
Petro Petrovych

(1870-1948)

(TL/ ihulin Petro is the Ukrainian scientist and economist, whose researchs ««'r £. in
finance about problems of state credit of the 1769-1899 periods remains the only
detailed source for modern scientists.

P. Mihulin was born in the family of the priest in Kharkiv on August 8(20), 1870.
At the age of nineteen, he finished successfully Kharkiv gymnasium Ne 2. Good family
education and natural curiosity led to a rather successful familiarization of school
objects. After finishing the gymnasium, he entered the Faculty of Law of Kharkiv
University.

His student years passed during the establishment of new University Charter
(1884) which was copied from the existed German universities orders of that time. The
peculiarities of German high school were widely used a private associate
professorship, and a special fee system of professors and lectors remuneration. Staff
professors received certain salaries and additional fee remuneration. Private associate
professors did not receive any regular remuneration for their work, but every student
who listened to their lectures had to pay them fee remuneration. If for some reasons a
course, which was announced by a private associate professor, attracted a large number
of students, the private associate professor could receive a substantial remuneration. In
the early years of the Charter (1884) implementation in Ukrainian universities, the
private associate professors were allowed to lecture only parallel courses to a
professor’s course, the chair of the appropriate department. Having such opportunities,
the future scientist preferred lectures in financial law.

With the ideas of the old historical school of political economy P. Mihulin first
acquainted at the university. In particular, he read Lorenzo Stein’s papers, one of the
first foreign scientists tried to apply the sociological approach to the existed financial
legislation. His persistence in scientific researches and diligence in studies was marked
by university professors. In 1893 after graduating the university, P. Mihulin was
awarded a diploma of the first degree and left for teaching at the university.
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Earning 600 rubles per year at the Kharkiv University, he began an active
preparation for a professor degree at the Department of Financial Law. In the academic
decision of Faculty of Law was pointed out that P. Mihulin had sufficient language
skills to read scientific literature, and as early as the second year of his degree he won
rave review for the paper “Prince’s Scientific Institutions”. It shows his ‘natural talent,
love, and devotion to science’. M. Aleksyeyenko was appointed as his Academic
Advisor who, in fact, in a special instruction for P. Mihulin’s studying determined his
scientific interests. It indicated the necessity to study the Russia finances by the acts of
financial legislation, and the government documents (public murals, financial
estimates, reports of the State Audit, Ministry of Finance, etc.).

In order to improve his knowledge, P. Mihulin went abroad in autumn
1893. He studied courses at the universities of France, England, Switzerland, and
Austria, worked in their libraries. After returning into Ukraine in spring
1894, he was employed as an assistant barrister at law office.

Being a student, P. Mihulin admired the lectures of Professor M. Aleksyeyenko
who saw the overall purpose of a state in creating circumstances for the eternal human
progress; in promoting human happiness; giving opportunities and money to achieve
personal, economic and social development. The idea of social life was that a state
might create relevant conditions, but this task was beyond the power of an individual.
However, contrary to his teacher, P. Mihulin understood that the state mechanism was
a powerful force that could have an opposite effect if it was directed by the wrong
direction; if the person was not a goal but a mean. The priority of human in scientist’s
consciousness would help him to ensure to be the exact opposite of his predecessors.

Good faith and persistence to achieve aim impressed professor M. Aleksyeyenko,
at whose suggestion P. Mihulin, in fact, was joined to the scholars at the Department
of Finance Law. From 1894 until 1896 he went abroad to learn about the political and
financial structures, and economic life of the European countries. This time, he was in
Turkey, Bulgaria, Serbia, Romania, Hungary, visited Prague during the industrial
national exhibition in 1895, then Italy, Spain, Portugal, once again France, Holland
(Amsterdam International Exhibition, 1895), Belgium, Germany (in particular Berlin,
Munich and Dresden).

Having collected rather significant foreign material and acquainted with the
practice of separate institutions abroad, P. Mihulin travelled through Ukraine and
Russia with the research purpose, and for comparison: from St. Petersburg to Moscow;
then into Warsaw, Odessa, Kyiv, Rostov, Volga region with Nizhny Novgorod
exhibition of 1896; Caucasia, Transcaucasia and Crimea.
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So, in contrast to other researchers P. Mihulin most of his time spent on studying
bureaucracy and work of state establishments; and not least of all spent on theoretical
achievements of the European science. Therewith, after the replenishment of his
scientific baggage P. Mihulin successfully passed his master exam in finance law and
political economy, and from 1897, with the permission of the Kharkiv educational
district curator, began to lecture at the Department of Trade Law as a private associate
professor. Since 1899, after M. Aleksyeyenko had left the university, he also started to
lecture at the vacant Department of Finance Law, which was few and far between the
universities to read a compulsory course of Finance Law without a master degree. This
is explained by family ties: P. Mihulin was M. Aleksyeyenko’s son-in-law.

During his work at the university, P. Mihulin actively continued his scientific
activity. Studying the European economic science became determining in his scientific
outlook. He became not only an adherent but also a promoter of European economic
science innovative ideas in Ukraine. Mindless adherence to foreign economic theories
was not typical for the scientist but its creative use. He tried to light them up through
the prism of his conception of state development and realization social and economic
reforms in it. That’s why his researches were with more practical than theoretical
aspiration.

Despite the specific presentation of P. Mihulin’s views, his first scientific steps
attracted the attention of the scientific community to a young scientist. Thus, his first
scientific research “Regulation of paper currency in Russia”, published in 1896 in
Kharkiv, received positive reviews. In particular, a member of Academic Committee
of the Ministry of Public Education L. Lavrentiev pointed out that the young scientist
showed ‘very thorough’ knowledge of this subject (it concerned the timely renewal of
metal (gold) turnover in Russia, which was planned by Ministry of Finance). Based on
a very thoughtful analysis, and development of his own project of necessary reforms,
P. Mihulin concluded that ‘the haste of reform implementation can only spoil that
advantageous position in which is Russia now. ’

Unfortunately, the Russian government did not heed Ukrainian scientist’s
warnings. The currency reform was carried out hastily; it had some negative
consequences for the economy. In particular, it was negative for the Ukraine economy,
where agricultural sector was mainly developed. Because of a strong decline in
agricultural prices, rents for land increased. The industry of Ukraine felt overload and
lack of sufficient financial support and, therefore, entered into the economic
depression. A wave of bankruptcy swept a country, as well as a number of large
enterprises. Later, in his memoirs, P. Mihulin expressed his surprise of implemented
mediocre reforms,
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because, at the stage of project preparation and discussion, the reservations were
repeatedly expressed by scientists and financiers who, unfortunately, had not been
heard by the reformers.

Having started lectures in financial law, P. Mihulin actively set to work on master’s
thesis. The processing of archival material to perform his planned work on the history
of Russian Finance continued until 1900. In 1900, in the Imperial Kazan University,
he successfully defended his master’s thesis written on the basis of published work:
“The Russian State Credit (1769-1886). V. 1. — The Experience of Historical and
Critical Review “(1899).

After thesis defense, he held the position of extraordinary professor at the
Department of Finance Law at his alma mater in Kharkiv. He was appointed to teach
courses in Finance and Commercial Law, as well as in Jurisdiction.

It should be noted that the research was performed on archival materials, in
particular on acts of the Russian financial legislation, government documents (public
murals, financial estimates, reports of the Ministry of Finance, etc. ). Whereas the fact
that the state budget was secret until 1862, even top official managers did not have
exact data on revenues and expenditures of the country, this work was and remains the
best paper of total actual history. During the existence of Credit Office of the Ministry
of Finance from 1802 until 1917, only three persons studied its affairs — V. Sudeikin,
P. Mihulin, and I. Levin. The government considered dangerous to acquaint a wide
range of public where and for what purpose state funds were spent. In these
circumstances the waste was intensified, theft and abuse in the financial sector were
increased. The defeat in the Crimean War, financial turmoil and the need to seek loans
in foreign countries put an end to the era of ‘patriarchal autocratism’ and led to the
annual promulgation of state revenues and expenditures. After 1862, the state budget
of the Russian Empire was published annually. However, a part of budgeting
expenditure remained secret, uncontrolled were, also, ministers, the main sovereign
managers of finance.

Having the opportunity to work in the archive of the Credit Office under the
patronage of Budget Committee Chairman of the State Duma Professor M.
Aleksyeyenko, the Ukrainian scientist P. Mihulin took the same topic for his doctoral
thesis. In December 14", 1901 at St. Volodymyr University he defended his doctoral
thesis “The Russian State Credit (1769-1899)”, which was written based on the
publication “The Russian State Credit (1887-1882). V. 2. Ministry of Finance under 1.
O. Vyshnyehradsky 1887-1892” (1900).

The legal right to work in the archive P. Mihulin received by the permission of that
time Minister of Finance S. Witte. From 1899 until 1907 P. Mihulin published three
volumes of his fundamental research “The
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Russian State Credit (1769-1899). “The first and second volumes were scientist’s
master and doctoral thesis. The third volume released by five editions: “The Russian
State Credit (1769-1899). V. 3. Ministry under S. Y. Witte and the Future Objectives.
Ed. 1. Transactions Conversion in 1893-1901” (1901); “The Russian State Credit
(1769-1899). V. 3. Ed. 2. Monetary Reform of 1896-1898 and Its Credit Operations”
(1902); “The Russian State Credit (1769-1899). V. 3. Ed. 3. Railway Loans and
Railway Policy. 1893-1902” (1903); “The Russian State Credit (1769-1899). V. 3. Ed.
4. Bank Policy and Government Mortgage in 1893-1902” (1904); “The Russian State
Credit (1769-1899). V. 3. Ed. 5. The Results of Witte’s Ministry and Review of Credit
Operations” (1907).

By the saturation of unique actual archival material and validity of conclusions,
this research determined P. Mihulin’s place in the history of financial thought. Act
materials of the Russian financial legislation, and government documents (public
murals, financial budgets, the Ministry of Finance reports, etc.) have a special value
now, due to the Credit Office archives losing during the World War I1.

While the works of P. Mihulin’s predecessors were based on the deep knowledge
of global economy and culture, and they primarily revealed theoretical questions, P.
Mihulin’s research was characterized by the deep reflection of Tsarist bureaucracy. His
other works were on the same topic: “Revisiting the Land System of Peasants” (1906),
“Revisiting the Private Railway Construction” (1910), a collection of historical and
journalistic articles “Economic Studies and New Projects” (1910), etc.

His research on credit got an appreciation among the scientific society of his
contemporaries. In particular, one of the founders of local finance, the Professor of St.
Petersburg University V. Lebedev said that it was certainly ‘a phenomenon in our
financial literature. > M. Yasnopolsky, the Professor of Kiev St. Volodymyr University,
called this research as a very valuable contribution to financial science for a keen
interest of his topic towards the modernity; for a plenty of work spent by the author;
for a scientific character of his techniques; and, for a self-worth. He also noted ‘in the
submitted work ... credit operations were expounded with such completeness which
they had never considered in the Russian financial science.”

Having a unique opportunity to work with archives materials and official
documents, P. Mihulin for the first time made available to the public, especially
university students, many facts of the most recent financial history of Russia and
Ukraine in the branch of state credit. Exactly this fact, as well as a deep analysis of the
situation in this area, from the time of Catherine 1l and ending by the activities of
Minister S. Witte, who gave him permission
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to access these Office documents, were highly appreciated by P. Mihulin’s
contemporaries.

Despite some criticisms about the lack of theoretical value of this research, in its
review in the journal “Russian Thought” wasemphasized ‘...in such things the
popularizing is sometimes more important than the research itself, as the issue for
public opinion explains through it, and more specific views in society are formed on it.
> However, from the scientific point of view, P. Mihulin’s merit as a scientist and essay
writer was his attempt for the first time in the history of Ukrainian financial thought to
analyze the reasons of profitability or loss of credit operations, and to compare these
processes in Russia and in more developed countries of Europe and the USA.

P. Mihulin declared himself as a supporter of ‘strong and wealthy government that
is capable for economic changes’ through the state credit and good tax system. He was
the first in Ukrainian economic literature that drew attention to the interconnectedness
of tax and state credit. Reasonable taxes have to cover ordinary government
expenditures; loans have to satisfy emergency needs. If a good tax system is the first
loan basis, the disbursement of the loan is the motive to establish taxes.

According to P. Mihulin state credit has a wide meaning. It promotes the
development of industry, agriculture, and trade; increases monetary capital, as
‘government bills in large turns replace hard cash. > Credit using allows to attract the
labor efficiently and to create new jobs. State credit cancels or facilitates high taxes. It
has a positive effect on public education and training, without which welfare is
impossible. Thanks to state credit the credibility to the government strengthens. At the
same time, the establishment of state credit makes the government act reasonably and
carefully, to strengthen the mutual interest of the state and private business. Therefore,
according to P. Mihulin, the state credit can close the era of political upheaval once and
for all.

To P. Mihulin’s mind, the state credit is the instrument of state economic and
political settlement. P. Mihulin summarized, that the system of loans, which had based
on the rules of state credit, became the main necessity in the first half of the 19" century.
State credit by its origin owed to the disturbance of state finances. The Ukrainian
scientist revealed the mechanism of the state budget. Making loans without repayment
determine payments of ‘eternal and continuous interest. ’

To provide benefit to the lender, state bills should obtain the status of credit money
with an appropriate turnover on the Exchange (Stock Exchange — the author). Thirdly,
cash department of reimbursement is necessary to repay state debt, on its formation is
used part of state charges. A bad debt
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transformed into a redemption debt through the cash department of reimbursement. P.
Mihulin emphasized that the problem of government bills redemption was solved more
practically than theoretically. The scientist established the rules, in order to operate the
state credit mechanism in practice: to consume moderate taxes on ordinary expenses;
to satisfy emergency needs through the loans; to provide loans with eternal interest
payment without payback; government bills have got access to free turnover on the
stock exchange; to establish a cash department of reimbursement for debt service and
gradual debt buy-back.

P. Mihulin defined credit limit when the debt service would become burdensome
and impossible, just that defined limit of state credit. Scientist criticized the idea of
denial external debt. He saw no difference between internal and external debt, as they
both sooner or later would be redeemed by cash department of reimbursement.

In the research “Russian State Credit” (1899), P. Mihulin formed the basis of the
state credit theory for financial science, which is actually for the modern practice of
state credit and debt. The particular importance he gave to statistics. While reading this
work, a large amount of factual material and digital data, at first sight, blurs all analysis
and criticism. This peculiarity is in his other works.

In the review of the journal “Newsletter of Europe” due to P. Mihulin’s monograph
“Monetary Reform in Russia and the Industrial Crisis (1893— 1902)”, which
emphasized the availability of evidence wealth in his works, at the same time, it was
correctly pointed out that sometimes the advantages became ‘disadvantages, pushing
into the background theoretical basis of research issues. > But hardly anyone denies that
scientist’s researches are the best set of the actual history of finance, and some believe
these are advantages to using by other researchers. Thus, B. Heifetz noted that ‘better
statistics throughout the whole state debt of Russia, which are used by most other
researchers, P. Mihulin suggests in his monograph. ’

In April 1902, P. Mihulin was appointed as a full professor of the Department of
Finance Law of Kharkiv University, and the next year as a full professor in the rank of
state councilor. For his work on this position the government of Russia decorated P.
Mihulin with an Order of St. Anne Il degree and the Order of St. Vladimir IV degree.
However, this patronage by M. Aleksyeyenko caused a mixed reaction from the
university professors. This is evidenced by P. Mihulin’s full blackball when choosing
a Professorship Court at the University.

Having a small estate in Dolbino, Kursk province, P. Mihulin interested in
agricultural problems. He was well acquainted with the rural life and his own
arguments for the decision of agrarian question derived from the
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interviews with peasant, because according to his words, ‘what may seem to us good
and charitable for peasants, however for peasants may be too bitter and unpleasant. ’

As an opponent of land nationalization, in 1905 P. Mihulin drafted a project of
additional land allotment of the peasants, seeing it as a stable source of the state budget
replenishment. In 1907, he was appointed as a Council member of the Main
Department of Agriculture and Land Management. In 1908, he presented a financial
plan to the Finance Committee of the State Duma 111, where were proposed measures
to eliminate deficit of the state budget; rejection of double taxation; bringing in foreign
capital; the idea of the State Bank reform, which has put forward a proposal to create
an autonomous Russian Central Bank of Issue, which would not depend on the Ministry
of Finance.

In view of scientist’s considerable experience and knowledge of financial aspect
of the railways construction and operation, as they were questions of his scientific
interest, in 1810 P. Mihulin integrated into the Special Higher Committee for a
comprehensive research of the railways in Russia, where he promoted the idea that the
railway construction in European Russia should be carried out by the Treasury, and in
Siberia by private entrepreneurs. As a member of Committee, he participated in the
inspection visits of railways.

To the Kharkiv period achievements of his creative work, one should include P.
Mihulin’s research “Our Banking Policy (1729-1903)” (1904). In this work scientist
shows the differences between Russian banking policy and banking policy of the
developed European countries; summarizes the history of their origin. In Europe banks
were established on the basis of private capital and by the initiative of private
individuals without effective government intervention. Only with the formation of
preferred Central Joint Stock Banks of Issues begins some interest of government
circles in banking. Later the government intervention was expressed in the provision
of law and relevant regulation of state policy of emission operations of these banks. In
Ukraine banks appeared only in the second half of the 19"century (almost 250 years
after their appearance in the West). As throughout the Russian Empire, banking had
the official character, except only court bankers, who provide loans mainly to the needs
of the court.

The development of market economy aspects in Ukraine required the activation of
commercial and mortgage lending. However, the lack of capital adequacy and
institutional legal framework were serious obstacles for the creation of private banks.
In order to solve this financial and economic problem, the Russian government resorted
to the establishment of state- owned banks. The first such bank was established from
1729 until 1733, with Mint office which provided short-term loans on the security of
precious
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metals in terms of 8% per annum. The peculiarity of this bank was to make credit
transactions from tax resources; public deposits were not accepted. From that period,
the foundations of the banking system in Ukraine began to start up.

The banks of European type, which actively used private capital, began to create
in the mid 50s of the 18" century. Their activity was focused mainly on providing loans
for nobilities and merchants. This expansion helped to reduce market accounting and
loan interest. In this period began to develop the functioning of exchange bills.

In the late 50s of the 18th century specialized bank branches began to create.
Misuse of the Board and clients of these branches made the government stop their
existence. Instead, in 1768 was founded a new Central State Bank of Issue with the
right to issue notes, secured by silver and copper coins for trade and industry.

An important state step in strengthening the banking system was the permission of
Treasury to accept paper money in tax payments. The Tsar Manifesto provided to
organize their turnover: government paper money must be issued no more than
available capital in the state-owned banks that is small change existing fund. It was
done to reinforce the role of paper money in the economy; for possibility, as noted P.
Mihulin, of government receiving ‘additional funds to cover the first Turkish war. ’

In his research, on a wide actual statistic material, P. Mihulin shows that some
increase in the number of banknotes that were in turnover helped to revive the
commercial and industrial and did not harm the national economy. He was one of the
first Ukrainian financiers who drew attention to the positive effects of increasing
money supply in the economy (in modern terminology: moderate inflation) for the real
economy. At the same time, the scientist showed that paper money in Ukraine and
Russia hadn’t been yet the paper money in the full sense of this word. Firstly, they
hadn’t had forced rate of exchange, although had contained ‘tax-paying security’; and
secondly, they hadn’t replaced completely full of money from the turnover.

The successful military and political actions of the Russian Empire and a positive
balance of trade for a long period provided the high rate of paper money. However, the
scientist warns, that the abuse of additional issues of paper money by the government
will lead to inconsistencies between the amount of paper money and their tax-paying
provision (Exchange). The confrontation in government circles, the increasing taxation
to cover the deficit or extension of issue resulted by the additional release of paper
money. At this time paper money completely squeezed out metal from the turnover on
the territory of Ukraine, changed them into the commodity. A large proportion of new
issue paper money, noticed P. Mihulin, was intended
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to reinforce the resources of the Treasury. As to commercial transactions of the
Assignation Bank, it was nothing appointed for this purpose of the new issues of paper
money.

With the alterations in the economic situation the budget deficit became a regular
phenomenon. For its coverage the state credit and external loan were used. The
productive expenditure was drastically reduced: the economic improvement of the
South Russian Empire; the construction of roads between St. Petersburg and Moscow;
the commercial transactions and so on. Since 1790 the state resorted to regular issues
of paper money. On this occasion P. Mihulin noticed ‘this factor contributed to the
widest distribution of paper money in the lower strata of the population, and at the same
time to the removal of metal money from the turnover, which gradually began to
acquire more character of goods, while paper money, on the contrary, became real
paper money, although they were not recognized the legal currency between
individuals. ’

P. Mihulin explored the banking system of this period which is represented by
paper money and bank loans, and also by protected treasuries. Other financial
infrastructure: charges, loan and widow cash, according to the scientist, was very poor
developed and did not play a significant role in the financial turnover. The lack of
complete credit bank system hampered to a complete financial providing. The attempts
to stabilize money turnover by cutting expenditure items individually by the emperor,
which, according to P. Mihulin, could reduce, did not solve the problem of scarcity
funds in the turnover. The problem was not in the quantity of money itself, but a lot of
paper money did not find profitable and reliable placement in trade and industrial
turnover of the country. The lack of adequate conditions and appropriate financial
institutions did not make it possible to use them even by the government.

People and even foreign companies savings, that for reasons of securing invested
in Russian credit institutions, where were paid higher interest, far exceeded the demand
for the long-term mortgage loans, but bring them into the turnover was not possible due
to lack of legal basis. The state sometimes resorted to loans of these savings to the State
Treasury. However, these internal mediate objections had secondary nature of the
money market development. The main source of covering the deficit remained
emission.

In the first decade of the 19th century, in the economy in Ukraine and Russia, there
were all consequences for paper money issuing to finance any measures including the
emergency (military needs of the state). For their stabilization, there were needed the
reforms of M. Speransky, which were based on the principle of satisfying state
financing needs not through the state credit, but the increasing of taxation. Commenting
on this viewpoint of
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the Minister of Finance, P. Mihulin noticed that if the government followed the priority
of tax sources of public funds, it would never get so easily funds for wars. Moreover,
according to scientists, the society itself would strongly act against the war with France
if it was accompanied not by the additional emissions, but by the new taxes.

Under the conditions of constant depreciation of money, primarily merchants and
entrepreneurs were interested in increasing the number of paper money; they felt
limited of current assets under the conditions of their impairment. The government
continued to solve budget problems through the issuance of new paper money (in 1810
there were issued 44,308,700 rubles).

P. Mihulin was one of the first who drew attention to the quasi-market and
irrational nature of state credit in Ukraine and Russia: the adoption of an unlimited
number of demand deposits, and most credit establishments gave out long-term loans
to individuals and to the State Treasury. This practice required a constant issue of
additional paper money which did not find application in commerce and industrial
turnover of the country. The mismatch between assets and liabilities served not for
productive needs of the real economy, but for personal gain despite its development.
Only in 1810, through the issuance of state loan bonds was the first attempt to organize
debts by the Treasury loans from the credit establishments by converting demand
deposits, which had been made by individuals and had been spent by the government,
into the state loan bonds, to the same (if possible) unlimited term, i. e. in the form of
rent. This step of the state P. Mihulin assessed as an attempt to create an effective
system of state credit, the settlement of all state debt.

The scientist did not support the idea of paper money retirement by issuing interest
loans, as the reducing of their number by itself, without the restoration of their free
exchange, could not increase the rate. Instead, the scientist considered that the idea of
turning debt of state credit establishments by the deposits, transferred to the State
Treasury for its needs, into the correct state (if possibly in the form of rent) loan, that
was consistent to the very essence of state credit, was right. Although it was not
implemented because of the war with France, however, we see quite a scientific
approach to the problem of strengthening the national currency.

However, at the end of the war, there was a restoring of the monetary and financial
systems due to the destruction of paper money by leveraging. There were set up of
commercial banks, but the practice of involvement all bank funds ‘to support turnover
of the Treasury’ was continued. The process of transfer deposits from a commercial
bank into a lending one was started. The lack of demand for credit by private
individuals was evidence of an
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m ii. iiH-ly low level of entrepreneurship and inventory relationships in i i i mik- and
Russia. The successful capital accumulation in the country and i ipilal inflows from
abroad temporarily decided the problem of plenty ! < ii i < i icy in conditions of
stopping issuance of the paper money.

According to P. Mihulin’s research, it can be summarized the functioning nl .late
credit in the Russian Empire:

unlimited and permanent pumping of money into military and political needs
of the Empire was a common, typical and constant phenomenon;

(he lack of sufficient financial infrastructure contributed to underdevelopment
of market relations (there was no demand for credit, nor commercial credit proposal);

slate credit establishments were the safest placement of savings for the public.

P. Mihulin noted both positive and negative effects of state credit establishments:
1) by their funds were held almost all charitable establishments; 2) by their assistance
was organized cheap (6%) innovative and commercial credit (deposits were used as
commercial turnover and gave oul by banks deposit tickets were in turnover as notes);
3) the state in ‘borrowings’ from rental agencies found relatively not expensive source
to cover their extraordinary expenses, without which it would have to turn for
expensive and dangerous foreign loans.

The attempt of ‘capitalization’ the credit by the Minister of Finance of the Russian
Empire E. F. Kankrin in 1829-1830 was made unsuccessfully. Due to the low demand
for commercial credit P. Mihulin gave the following examples: in 1843, the Loan Bank
(which had also the deposits of Commercial Bank) gave out loans for private
individuals in 2. 5 times less than for the Treasury.

Silver coin issued as the main currency into the turnover by the Edict of 1839 did
not solve the problem of financial stability. From 1839 until 1840 there were depleted
almost all cash of Loan Bank and Savings Treasury, so from 1841, these institutions
were issued new currency — ‘banknote’. It was decided to borrow by neither silver
rubles, nor paper money of the previous view, nor deposit tickets, but only by new
banknotes that had to be in turnover throughout the empire along with silver money.

Already in 1843, there was completed phased substitution of paper money by
banknote, that called ‘state’ (the purpose and the economic nature of these notes are
the same, the difference was that in the Russian Empire emitents (issuers) were
governmental, not joint stock institutions, as abroad). Paper money gradually replaced
by state banknotes, which on demand had to exchange for metallic currency. According
to P. Mihulin the disadvantages of E. F. Kankrin’s monetary reform were the following:
1) it was not given
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adequate flexibility for notes turnover, so they actually became paper money, but not
banknotes; 2) they could not be issued and withdrawn from the turnover according to
the needs of population to increase or decrease the number of currency note. This
judgment was erroneous because issuing banknotes for mortgage loans was quite
consistent to the issue of ordinary banknotes. People who received these loans put them
back into their deposits instead of given them by banks deposit notes that had almost
turnover as money, and if they were in turnover, they were in commercial transactions.
It gave the money turnover some elasticity. In addition, the government remained in
its hands another way to regulate the amount of money in turnover — issuance of the
Treasury series, which were in turn almost on the same basis as money.

In practice, the realization of this policy had lead to, that in 1853 a bargaining fund
did not have a single ruble which belonged to the State Treasury, moreover, banknotes
were not provided nor metallic currency, nor interest bearing securities. The Crimean
War (1852-1857) urged the government once more to new issues of no secured
banknotes. According to P. Mihulin, these issues contributed to not only covering war
expenditure but inflowing deposits into credit establishments and caused the increased
demand for domestic government bonds, including Treasury notes. Difficulties of
interest payments made the government resort for periodic external loans. The
financial system came to a critical point where depositors’ demands much exceeded
new additions. State-owned banks resorted to issuing banknotes ones more and they
had to satisfy investors by general budget revenues. The reform of state-owned credit
establishments began necessary and urgent.

P. Mihulin’s thesis that the main issue of banks reorganization was the allocation
of free capital, which had received, caused doubt. In fact, in Ukraine and Russia
unfolded the construction of railways, prepared peasant reform, envisaged the
increased development of commerce and industry, all of these were required a cheap
credit.

With the liquidation of state-owned establishments, there were observed, as P.
Mihulin noticed, the artificial revival of trade and partly industry; the ‘escape’ abroad
of the capital; speculative promotion. Almost for ten years separate branches of
industry would use the loans of private individuals, i. e. moneylenders. Because of an
insufficient number of commercial establishments (local, public and private banks)
interest rate significantly increased. The State Bank could not be a regulator of
accounting and loan interest in the country, as the funds which were in its possession,
were spent on the liquidation of state-owned public establishments.

P. Mihulin preferred essentially the state-owned banks; as, to his mind, private
banks were without any government control and bankrupted
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depositors. Their liquidation caused the disorder of monetary system — there w r; held
the outflow of metallic currency from the bargaining fund and channels of turnover;
the bill rate and the loan rate of ruble felt down. With the cessation of exchange, the
trust of foreign capitalists to the creditworthiness of the Russian Empire has been lost,
which hampered the implementation of government loans. This was the basis to P.
Mihulin’s conclusion about the ineffectiveness of the pre-reform state banking policy,
and the reform efforts he described as unsuccessful.

I’he effectiveness of the financial system to stimulate the development of industries
required the creation of favorable conditions for the emergence of new factories and
continuation of the old one. P. Mihulin emphasizes the necessity of development
corporate legislation; commercial law; regulation of market-making; reforming of
credit banking system. These bills were prepared by a commission chaired by P.
Tsytovych. However, the Russian central administrative system of financial
management did not allow the industry freedom. As P. Mihulin noticed ‘the
omnipotent finance minister stood in the way. ’

According to P. Mihulin, the lack of understanding by Witte’s government, credit
role in the development of industry was the main reason of inhibition the process of
formation industrial and commercial banks in the Russian Empire. In the last decade
of the 19" century, the attempts to transform state-owned bank into industrial were not
pulled a punch. Contrary to the Bank Charter, the industrial credits were mostly given
to unreliable enterprises, caused the credit losing of the state. The banking syndicate,
created with the lead of the State Bank began to issue various papers that plunged on
the stock exchange. Industrial enterprises were required to include to their courts
unfamiliar with industrial affairs officials from the finance department that increased
the cost of maintaining their bureaucracy. Due to the system of permissions and
prohibitions, these officials brought more harm than benefits.

The lack of industry freedom and competition freedom reflected on the formation
of commercial credits establishments. In general, the government did all deterrents to
the emergence of new banks, including commercial. As an exception to this, there was
the Kingdom of Poland, where credit establishments operated in almost every village,
which significantly contributed to the development of industry and trade. Instead of
stimulating industrial development through the creating appropriate financial basis
ofcrediting, the officials resorted to the policy of high customs tariff and state orders.
The lack of effective commercial legislation did not stimulate the turnover of
commodities. High customs tariff led to a customs war against Germany. The inability
of local products to compete with products of
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Western Europe and the United States caused the manufacturers to conform to the
government, which made huge state orders. As P. Mihulin noticed, this put the industry
in the hostile work environment without consideration of place conditions and time,
the commercial market condition of production.

To create new factories there were offered by the treasury not the market, but
unreasonably set high prices at which the enterprise could pay off almost immediately
by the first order. Quite often were built new railways to provide the income of many
plants, which were established through the state support. Under these circumstances,
foreign owners of enterprises based in the Russian Empire benefited, because, firstly,
they were built not by their own capital, but by the advances, given by the state
treasury; and secondly, huge cashless capital stock that contributed to ‘success’ of the
enterprise, grew up and enriched their owners. The strong increase of industrial
enterprises and limited domestic demand for their products caused the crisis. The
Treasury began to reduce their orders, which further worsened the situation of
enterprises. The inability to implement their internal accumulation for the re-creation
real industrial and commercial credit for enterprises of the Russian Empire deepened
the crisis. The finance system of that day put brakes on industrial development based
on market relations. Tn order to amass huge capital under the speculative promotion,
money, knowledge or skills aren’t necessary, enough only relations with the Ministry
of Finance and the others powerful of the world’, wrote P. Mihulin in 1905. However,
this thesis is consonant with modern conditions.

Under the S. Witte’s ministerial activity, as P. Mihulin pointed, was ‘the principle
of uncontrolled disposal of the Treasury funds, that transferred through the state bank,
state funds, state railways and state orders in the hands of various dealers who created
Russian industry by means of, as if, foreign capital. ’

Based on his own research P. Mihulin made the following conclusions:

— The state credit in the Russian Empire used unproductively, basically, it was
intended to support landowners who became bankrupt, for compensation old debts;

— The support of speculative transactions, fictitious corporations by the
government prevailed the over satisfaction of public and business needs. The
officialdom in government activity was mainly aimed to protect interests of financial
capital of the elite;

— The lack of free market with all its attributes and institutions did not promote
the development of clear banking system, which would stimulate the economy, the
market system of industrial (commercial and investment) credit.
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Aller V. Lebedev’s release from the position of full professor at the | icparlment
of Finance Law of Imperial University for criticism of V Kokovtsev, the Minister of
Finance, P. Mihulin was invited in St. Petersburg .il this position in December 1911.
Here he continued to work effectively on In . research of economic issues. In December
1912, he founded the journal New Economist”, the aim of which was to highlight and
develop the ways of rapid increase of the productive forces of Russia and its economic
revival. Among its authors were the Ukrainian economists and financiers 1. Yanzhul,
(). Myklashevsky and others, who comprehensively covered economic and financial
issues of Ukraine, Russia and abroad.

During this period, P. Mihulin wrote many articles that haven’t theoretical value,
although they reflected the issues of that day. In his articles, he often criticizes the
economic and financial policies of the tsarist government, presented the financial
projects. He was often invited by P. Bark, the Minister of Finance at the meeting of the
Finance Committee, which was responsible for major financial affairs of the country.
At these meetings, the scientist tried to convey his ideas to the government. From 1914
he became a full member of the council of the Minister of Finance; worked in the
commission of Official Secretary P. Kharitonov, created for the construction of public
revenues and expenditures.

After the February Revolution, P. Mihulin stopped his teaching in Petrograd
University and focused on the work of committees and commissions, created by the
Interim Government. In April 1917, he was the member of Committee for the plan of
financial reforms, created by the project of the Ministry of Finance. However, the
Bolsheviks assumption of power broke down all plans. P. Mihulin discountenanced the
events of October and new political system in Ukraine and Russia and left the country.

P. Mihulin immigrated to France, where he began to work in the Russian academic
group in Paris. While in exile, the Ukrainian scientist watched carefully everything for
what happened in new Ukraine. In the article “The Russian agrarian problem and
agricultural disaster in Soviet Russia” (1934), he analyzes the disastrous situation in
this branch in Ukraine. He emphasized that the Soviet power had violated the
relationship of Ukrainian peasant with the land, ‘made him proletarian, the servant of
communism, pulled up by the roots love for the land, and hunted people from it. The
peasants are destroyed as a class. Its revival is extremely important, requiring efforts
of generations. ’

Being abroad, P. Mihulin continued to work a lot and actively. According to the
researchers, his scientific work, a scientific bibliography includes over 400 titles of
books, brochures, research notes, projects, journals and newspapers articles, reviews,
which are waiting for their republication in Ukraine.
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P. Mihulin died in October 1948 at the age of 78, in France, where he was buried.
The main works of the scientist: “Regulation of Paper Currency in Russia”
(Kharkiv, 1896); “Modern and Future of Russians Finance” (Kharkiv, 1907); “The
Russian State Credit since Times of Ekaterina Il till to the Present Days, Historical and
Critical Review. V. 1, 1769-1886” (Kharkiv, 1899); “TheRedemption Operation and
its Results” (Kharkiv, 1903); “The Russian State Credit. V. 2. Ministry under 1. A.
Vyshnegradsky 1887-1892” (Kharkiv, 1900); “The Russian State Credit. V. 3.
Ministry under S. Y. Witte and the Future Objectives” (Kharkiv, 1901-1903);
Monetary Reform in Russia and the Industrial Crisis” (Kharkiv, 1902); “The Newest
Railway Policy” (Kharkiv, 1903); “The Russian Agricultural Bank” (Kharkiv, 1902)

and others.



MITILINO
Mykhaylo Ivanovych

(1875-1930)

(TL/ itilino Mykhaylo Ivanovych is the Ukrainian scientist, economist and JVI-
financier. In his two fundamental works “Elements of Financial Science” (1926) and
“Foundations of Financial Science” (1929), Mitilino gave in a consistent manner the
main aspects of financial theory, based on the major theoretical finance achievements
of Ukraine and the world, without any ideological bias.

Mykhaylo Ivanovych was born on February 25, 1875, in the industrial town Kerch,
where he got his elementary education. Since early childhood, he worked to help his
parents provide for the family. However, the dream to obtain higher education did not
leave him. So, his father once felt the opportunity to support the family alone, sent M.
Mitilino to study in Kyiv. In 1900, M. Mitilino went to the Faculty of Law in St.
Vladimir’s University. Among students he was one of the eldest, yet one of hard-
working and diligent. In 1905, M. Mitilino graduated from the university with a Degree
in Law at the age of 30. As one of the most active in scientific work Mitilino was
remained at the university to prepare for a Professor Degree at the Department of Civil
and Commercial Law.

He obtained a rank of Associate Professor after successful passing master’s
examinations in 1909. Mitilino’s active scientific searches created the first scientific
papers of Civil Law: “Civil Court Before and After the Reform” (1913); “Building
Tenancy: the Experience of Research of Civil Institute” (1914). These first papers were
highly appreciated by the academic world and in 1914 thanks to the latter one M.
Mytilino obtained a Degree of Master in Civil Law and a rank of Professor.

M. Mitilino combined his active research activities with teaching. Except the Kiev
University he was invited to other Kyiv education institutions and far beyond. Thus, in
1911 after a foreign travel he was invited to read the author’s course of Commercial
Law at Warsaw University. Later, in 1915, in revised form, this course of lectures will
be published in the book for students “Commercial Law and Commercial Litigation.
The program of lectures”. This theme of scientific research will be continued during
the
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Soviet period of his teaching: “Project of Trade Directory of the USSR (1923), “Trade
Law” (1925), “Trade Law of Soviet Republics. The Course for High Schools” (1928)
and others.

Along with scientific work and teaching, M. Mitilino was active in public work.
He held concurrently positions in the organs of People’s Commissariat for Finance,
Provincial Government and other organizations. From 1919 to 1922 he was the Head
of Committee of People’s Commissariat for Education of the USSR concerning
reforms in high school. Since the latter half of 1920s of the twentieth century he took
part in scientific institutions’ activities of the Ukraine Academy of Sciences (UAS) as
the Deputy Head of Committee for studying financial and bank issues (since 1926),
and as a member of committee for studying Soviet law (since 1927).

The importance of M. Mitilino’s activity of this period was based on the following
circumstances: Regulation about the Academy, approved in July, 1921 by the Council
of People’s Commissars of Ukraine, determined not only its organizational structure,
but the primary goal: to become higher scientific institution of the republic. To
implement this task throughout Ukraine there were created research departments,
which coordinated their activities with UAS — the Research center in Ukraine. Like
many other scientists involved in the department’s work, M. Mitilino served as a
connector union of research departments with Ukrainian universities. Because of the
universities’ elimination in Ukraine in 1920, which were mistakenly considered as the
most “conservative” form of higher education, there were created institutions of public
education and some other schools that needed teaching staff. Therefore, the role of
special superstructure over the universities, which had not only to ensure the
organization of scientific research, but also to prepare scientists of new formation for
higher schools, to give them as stated in the Regulations “young professors, imbued
with Soviet construction tasks” were given to research departments and sections,
created in leading scientific centers of Ukraine (M. Mitilino was a member of Kiev
scientific center).

Being the Head of Committee for studying financial and bank issues, M. Mitilino
gave great importance to the restoration in high schools the financial science teaching.
During this period he prepared for students financial textbooks and their separate
constituents: “Elements of Financial Science” (1926), “Foundations of Financial
Science” (1929), “Basic Lines of Modern Japanese Tax System” (1929) and others.

M. Mitilino executed the great organizational work on his basic job. From April
1916 to April 1930 Professor M. Mitilino was nearly allied to the Kiev Commercial
Institute (since 1920 is the Kyiv Institute of National Economy). During his creative
activity period, he held various positions:
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liom January to November 1924 he was the Dean of the Faculty of | conoinics; from
August 1921 to September 1922 — the Rector; from February to October 1924 -the
Dean of the Faculty of Economics and Social Sciences; from September to January
1930 — the Vice President; from October 1923 to April 1930 -the Dean of the Faculty
of Finance and Economics. At the same time M. Mitilino was the chair of Trade and
Industrial Rights at the Faculties of Economics and Social Law; he was a member of
scientific notes’ editorial committee of the Kyiv Institute of National Economy
“Technique, Economics and Law” and from 1924 he was in charge of this magazine’s
publications.

M. Mitilino actively participated in formation and development of the Kyiv
Commercial Institute (later Institute of National Economy). He actively collaborated
with the famous Professor P. Kovan’ko, over by his active participation the Kyiv
Institute of National Economy began to specialize in the local economy, preparing
economists — public utility organizers. This specialization started at the Kiev
Commercial Institute, where the Department of Local Economy had been operated
since 1912 and the Office of Local Economy had been settled. M. Mitilino supported
the idea of creating at the Institute the first in Ukraine (and in Russia) Department of
Local Finance. On its basis at the Institute through the Professor P. Kovan’ko’s
initiative, the Dean of Faculty of Economics at the Kyiv Institute of National Economy,
the Department of Local Economy Sciences, which became the basis for students’
specialization, was created.

The most significant M. Mitilino’s work is his “Foundations of Financial Science”
(1929), where he deeply analyzed the state economy. Despite the fact that it has already
some prints of time, the attempts to show advantages of socialist state economy, some
theoretical generalizations are still actual in our days. Especially it should be noticed
the ideas of budget and taxes characteristics. According to M. Mitilino, rational budget
has to meet the following basic requirements: 1) budget has to be single (the holistic
plan of state economy, government revenues and expenditures can not jump over the
budget plan); 2) budget has to be published (required publication schedule of revenues
and expenditures to the public, for the public control over its proceedings); 3) budget
has to be universal (all financial transactions, as revenues and expenditures proceeding
not generally but detailed, clear and complete so that no one income or loss is not left
out of the budget plan); 4) budget has to be specialized (all revenues and expenditures
in the budget should be presented with the most crushing certain types of revenue and
expenditure); 5) budget has to be balanced (total revenue should always be equal to the
sum of expenditures). When incomes are not enough to cover government
expenditures, in budget revenue does not specified budget
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deficit but specified sources to cover the deficit; 6) budget has to be urgent (usually for
one year); 7) budget can be gross and net (the first: all incomes are shown completely,
including expenditures to recover their costs, that is in the revenue part are all incomes
and in the expenditure part are all outlays, without specifying net balance of any
turnover, the second: revenues are hold by net balances with expenditures to recover
their costs); 8) the list of government revenues and expenditures can be built on such
principles: a) ministerial (all government expenditures are allocated to individual
departments); b) by expenditure items (indicated the distribution of costs based on
expenditure items). According to M. Mitilino, the system of expenditure items is more
appropriate, but to compose, to perform and to control the budget is more convenient
by the ministerial system. That is why, in practice he advises to use a mixed system,
but in this case, together with a total construction of budget by agencies, attached the
report of expenditure on items; 9) budget has to consist of consolidated (permanent
revenue and expenditure of the budget) and mixed (it is annually reviewed and
approved by the Parliament) parts. Positive in such consideration, according to M.
Mitilino, is the possibility to estimate its targeting by people’s representatives.

Regarding tax policy, M. Mitilino deems the necessity to perform functions by the
state. “Both organic and historical perception of the state based on that supposition, —
emphasizes scientist, — that the unity, which the state is its deputy, is absolutely
necessary for the development of human society toward external forms, as well as for
the cultural existence of each individual. « The state should have permanent funds to
perform these tasks. These funds the state can get only from its citizens. Thus,
according to M. Mitilino, “tax assumes the character of civil obligations that
simultaneously combines with the benefit for the taxpayers”.

M. Mitilino generalized taxes’ classification. Noting the lack of unified approach
to the classification in financial literature, he emphasizes on relational nature of their
division. However, in his opinion, it is necessary “from the theoretical side as a factor
in scientific systematization and from the practical side as an element that helps us to
define better the characteristic points of a tax. *

According to M. Mitilino, the criterion for taxes classification should go out “a
concept of historical development of the tax system “, and this development shows that
the evolution of taxes finds out the gradual transition tendency of property taxes into
income taxes, transition of real taxes into personal. Therefore, its classification has two
groups of taxes: to the first group he includes taxes that are based on external
characteristics; the second one includes so-called taxes of “personal” type. To the first

group
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11 oin the Soviet taxes he includes income and rural; and the second group includes
industrial, from the heritage, customs, excise duties and fees. The argument of
association into one group the direct taxes with industrial is that and industrial tax, and
stamp duty and any excise appear basically the same in the taxation of both property
and action; they take no notice of individual points, they do not care if there is a big
family in the consumer of tobacco or 11 a person who makes notarized agreement has
a minimum, etc. .

Some M. Mitilino’s expounded methodological ideas towards financial science
don’t lose their relevance in our days, especially in relation to the system city of
scientific research. “Every financial sector according to essence and characteristic
features is defined by political, economic, social conditions and general cultural
situation of certain day. To evaluate properly the financial phenomena, which are only
a part, or one of the sides and elements of a unit — the state or any other public
associations, it should imagine clearly the general course of that unit’s historical
development, which led by those conditions of that day. That is why financial science
needs connection with general history.

M. 1. Mitilino died in April 23, 1930 in Kiev, where he was buried.

The main works of the scientist: “The Project of Trade Directory of the USSR”
(K., 1923); “Trade Law” (K., 1925); “Elements of Financial Science” (K., 1926);
“Trade Law of Soviet Republics” (K., 1928); “Foundations of Financial Science” (K.,
1929); “Basic Lines of Modern Japanese Tax System” (K., 1929) and others.



MYKLASHEVSKYY
Oleksandr Mykolayovych

(1864-1911)

(Tilyklashevskyy Oleksandr Mykolayovych is a Ukrainian scientist- r £ economist,
educator, public figure, whose works on the money theory and money circulation were
the greatest contribution into the development of Ukrainian financial thought.

The future Ukrainian scientist was born in 1864 in a small town Horodnia
Chernihiv province, in a Ukrainian family, which came from a Cossack family. The
family was proud of its origin and procreation of the Cossacks. This greatly influenced
the sense of patriotism and honour of the scientist to the famous Ukrainian land. The
desire to be like his ancestors, who were very educated people, differentiated O.
Myklashevskyy since early childhood. At school, then in high school, he was
distinguished from the others by his diligence and curiosity and he loved to read a lot.
After graduating from high school with a gold medal, he entered the natural history
department of Moscow University. The first meeting in the university with the works
of scientists-economists determined his fate. Already in the second year of study, he
entered the Faculty of Law, where traditionally, because of a lack of economic
faculties, economic disciplines were taught. He studied the theoretical aspects of the
role of money in a real economy. For his final work ofthe faculty on the theme “History
of the Assignation Circulation in Russia” O. Myklashevskyy received the highest
award — the gold medal. He graduated from the university with a degree of candidate
of Law in 1888. Having received a university scholarship, O. Maklashevskyy actively
undertook the development of theoretical gains of foreign and domestic economists.

The young scientist continued to explore the legal foundations of society. His first
works, printed in Chernihiv, were devoted to the painful problems of social
development and people’s lives -“On one of the first shelters, prisons for juvenile
offenders”(1889), “Compulsory education in rural primary schools” (1890). O.
Myklashevskyy is one of the researchers who saw the relationship of the level of
institutional support and social development. He considered the economic well-being
an important factor in
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the solving of many current problems. That’s why the largest portion of his scientific
papers was devoted to the study of the history of the economy and its major
components. Being unsatisfied with the knowledge gained at the university, O.
Myklashevskyy, after passing the master’s examination, went on a scientific mission
abroad. During 1892-1894, while living in England, Italy and other European countries
where it was possible to read the works of original representatives of the classical
school, O. Myklashevskyy studied the theory and history of money circulation. He
became more thoroughly acquainted with the German historical school, the social
direction in economic science and theory of limitedness. The latitude of scientific
interests of the young scientist and the depth of theoretical disclosure of studied
problems impressed O. Myklashevskyy. He was especially interested in alternative
current political economy that had the powerful influence on the formation of his
theoretical outlook.

On returning from scientific missions, O. Myklashevskyy defended his master’s
thesis “Money. The experience of learning the basics of the classical school of
economic theory in connection with the history of money issue” (1895). The thorough
study was written about the latest ideas of European and domestic economists. It was
recognized not only by profound theoretical research but also it was extremely timely,
as it contained a number of practical ideas for reforming the monetary economy.
During that period, the tsarist government did everything to organize the circulation of
money in the Russian Empire. After receiving the scientific degree of Master of
Political Economy and Statistics, the Ukrainian economist was offered the position of
private assistant professor at Moscow University. This position recognized his research
and thesis accomplishments. Taking into account the scientific interests of O.
Myklashevskyy to the theory of money, the talented economist was also invited to
work in the Ministry of Finance. In particular, he took an active part in the work of
commissions that dealt with issues of monetary circulation and preparation of
monetary reform.

Working in Moscow, the scholar didn’t break ties with Ukraine and its scientific
elite. During another visit to Lviv, O. Myklashevskyy met with Ukrainian writer-
economist Ivan Franko.

The result of creative achievements over a long period was the doctoral thesis in
Dorpat (now Tartu) University, where in 1896 the Ukrainian scientist worked as a
professor, as the Dean of the Faculty of Law and later was elected a vice rector. O.
Myklashevskyy, except for teaching and research, translated the works of English
economists to make them available to students. Individual copies of the notes are kept
in the Vernadsky National Library. This is the evidence that the Ukrainian scientist
working abroad didn’t break ties with his Ukrainian counterparts.
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As an expert on several European languages and tireless researcher of the history
of economics, O. Mpyklashevskyy translated the works of famous Russian
representatives from the most influential European economic schools. The most
important among them were the works of representatives of physiocrats — F. Quesnay,
A. Turgot and classical school — D. Ricardo, T. Malthus. Research interests of the
Ukrainian scientist were primarily economic studies of history and monetary theory.
Therefore, O. Myklashevskyy entered the history of economics-financial thought as the
author of the concept of regulated money circulation, the representation of the historical
and moral direction of political economy.

For the Ukrainian scientist it was characteristic not to idealize dogmas, but on the
basis of critical analysis to express his views. Thus, in determining the objective
relation to economic laws, the interpretation of the basic principles of political
economy O. Myklashevskyy went away from traditional postulates. Recognizing the
power of the foundations of theoretical achievements of the classical school
representatives, he also denied the doctrine of the immutability of organizational forms
of the capitalist economic and social laws fatality.

The significant impact of the historical school on the overall scientific outlook of
the scientist appears in the historicism and evolutions that are general principles of his
economic research. Unlike the members of the classical school with the idea of their
minimum state role in the economy, O. Myklashevskyy advocated state intervention in
economic life and searched for the best combination of market limits of self-regulation
and state regulation of the economy. However, to make sense of the historical school,
he opposed the unilateral seizure of the historical method. In particular, the work
“Exchange and Economic Policy” (1904) O. Myklashevskyy, stating the total triumph
of historical trends in science and the emergence of so- called economic materialism,
at the same time emphasized that although philosophical and ethical principles of the
classical school were outdated, it was not necessary to reject the method of the classical
school.

Supporting the materialist explanation of history, O. Myklashevskyy emphasized
the unity and mutual influence of objective and ideal as two interrelated aspects of
reality. Therefore, as a scientist and researcher, he opposed the application of the
principle of monism in social studies and declared moral principle as major in science.
According to the principle of rationality and values of social priorities, in the opinion
of the Ukrainian scientist, philosophical and ethical foundations of “classical rights”
were old- fashioned; he rejected the idea that selfish desire to idealize the personal
goals was the only incentive for economic and social progress. Having received the
latest ideas of the margin school representatives, the scientist
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categorically opposed the dogmatic interpretation of the classic labour theory of value
as the only correct and believed in the value of a synthesis utility, rarity and labour.

In the mentioned above O. Myklashevskyy’s work, there were already visible
manifestations of support to a new area of knowledge — economic psychology.
Therefore, he stressed that the aim of science was knowledge of the laws of social life
in the unity of its spiritual, moral and material manifestations. On the basis of
comprehensive knowledge of those laws, it became possible and more realistic to
predict the future development of the economy and determine economic policy.
Without understanding the motives of the economic behaviour of different social
groups, it was impossible to develop effective economic policy. The scientist
questioned the principle of economic freedom; he thought it was necessary to set
reasonable limits to it by means of public opinion, various unions and our higher moral
force — the state. Attaching great importance to the development of civilization — this
public institution, O. Myklashevskyy believed that economic policy should ensure the
realization of social goals, which do not always coincide with the interests of
individuals and economic agents.

These were the first stirrings among economists-scientists who understood the
importance of various institutions in social and economic development. That is the
institutional framework is clearly traced in the economic concept of Ukrainian scientist.
In his scientific study, O. Myklashevsky emphasized that the state, which exists on the
basis of law, is supported by existing social forces. That’s why economic relations are
not based on coercion, but on the habit to obey and follow established procedures, as a
sense of commitment and confidence in the government. In a not organized form,
almost all the major institutional components of economic growth were discovered.
Thus, social institutions become economic factors.

Together with the institutional factors of real economic development, the Ukrainian
scientist emphasized the importance of analysis of the most important foundations of
“reasonable monetary policy.” O. Myklashevsky noted that “money matters had always
been one of the most difficult and important aspects of economic development. Valuing
the gains of the representatives in this area of the classical school, considering them “a
strong foundation and basis” of the theory of money, however, the scientist on the basis
of comparison of “real treatises, most important representatives of the classical school”
with rich in content English parliamentary reports on money matters, tried to provide
an analysis of “key provisions of this school in connection with the history of the
disputes, which were caused by the organization of monetary affairs.”



210 Financial Thought of Ukraine: Genesis and Development

Of these methodological positions the Ukrainian scientist came to a
comprehensive analysis of the monetary economy and was one of the first in the history
of financial thought of Ukraine, that attempted to combine the field of monetary theory
and policy. The fundamental work “Money. The experience of studying basic
principles of the classical school of economic theory in connection with the history of
economic issues” (1895) was published on the eve of currency reform 1895-1897, in
the conduct of which O. Myklashevskyy took an active part advocating the need of
establishing the system of gold monometallism in the Russian empire, i. e. the
introduction into the circulation of the real money. It was a form of money, for which
it could be used in addition to monetary and non-monetary purposes — as commodities
while the commodity value of money equal to their cash prize.

Developing the theory of the origin and nature of money, O. Myklashevskyy
stressed on the features of the commodity, its role in the overall cost equivalent in
particular. He considered it to be inappropriate to limit the role of money only to the
intermediary in the exchange. Supporting the idea of the multifunctional role of money
in the economy, at the same time he opposed the primacy of its roles in the real
economy, noting that the money — not the cause but the consequence of certain
economic relations, to the development of which they contribute.

Analyzing social civilization development of these theoretical positions, O.
Myklashevskyy revealed the role of money in the process of class differentiation of
society (money divides society into the rich and poor). Besides, he disclosed the
deepening social division of labour as one of the most important components of the
development of exchange and commodity production. However, he showed another
value of money. In particular, the scientist-economist saw that money in their social
value combines and dismembers and subordinates the individuals and their significant
social groups within a single national economy; money is the power that drives the
people through the mediation of existing financial institutions.

And now the functions of money and determination of their number are a problem
in the science of money. Different authors identify different amounts of monetary
functions, and these functions themselves are sometimes interpreted ambiguously.
However, they all define the most characteristic feature of money — absolute liquidity,
i. e. the ability to instantly share and no losses on other types of assets. None of the
other assets have all of these properties, but most of them are present in gold. Among
economists, there was a theoretical discussion on the future monetary system.
According to O. Myklashevskyy, neither bimetallism, which had enough supporters,
nor the paper circulation, , were acceptable to
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perform the main function of money — to create optimal conditions or the exchange.

Defending the idea of returning to a metal monetary system, the scientist opposed
the quantity theory of money, which had already acquired distribution in the scientific
community. In the above work, he argued that | he amount of money in circulation is
only one of many factors that influence the real prices of commodities that amount of
money temporarily and disproportionately affect their relative value as well as a
number of other products — their value (law of marginal utility).

Unlike paper money, which was generated by public needs, the emergence of credit
money is connected with the development of credit operations and banking. Credit
money emerged on the basis of credit and passed a long evolutionary path.

The prototype of modem credit money, the first financial instruments were in the
form of clay tablets, existed in Assyria in 9thcentury BC. They were used as receipts
for deposits of precious metals or money changers in the temple or as transfer
requirements (similar to today’s checks). Credit symbol, released into circulation, is a
debt obligation of any person or organization received by economic agents due to their
confidence in the fact that at a certain time, this debt will be exchanged into a metal
coin. Therefore credit circulation, according to O. Myklashevskyy, neutralizes
fluctuations in the value caused by the existing disparity in the money market money
demand and supply.

Being a supporter of the commodity theory of money, the scientist believed that
the labour value of the metal — gold — best determine the value for money. His
argument was too simple: if you want to weigh the product, you need a “weight piece”,
which has weight. And similar to the “weight piece” in the economy is money which
value is determined by the socially necessary labour inputs for their production (for
extraction of gold).

At the same time, O. Myklashevskyy saw the evolutionary (under the influence of
market forms of economic and infrastructure development of the money market)
changes in the development of commodity-money economy and was well aware of the
limitations of monetary metal. Indeed, gold is one of the most challenging in terms of
extracting metals. It is a rare metal and its commercial development is made even more
difficult by its small size: 6 grams per 1 ton of rock. The needs of the real economy,
which was growing rapidly, exceeded the opportunities of the gold supply in exchange
intermediary.

The scientist came to the understanding of the need to use money substitutes, the
supply of which was more elastic. By doing this, he became closer to the supporters of
the quantity theory of money. The latter believed
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that money does not necessarily have “internal weight.” Banknotes do not have their
own value; they are easily printed and put into circulation. Money can measure the
value of the goods without having to worry about “inner substance” value for money.
It is enough to proceed from the fact that the cost of goods, expressed in money, is the
price. Therefore, by the narrowing of commodity production banknotes via money
intermediaries can be easily withdrawn from circulation because of their exchange for
gold. Thus, in the new conditions of commodity production, there are the benefits of
so-called mixed-monetary circulation.

However, according to O. Myklashevskyy, the value of money substitutes, which
stems from the emergence of the two functions of money — a measure of value and
medium of exchange, and which are complementary to handle full money, should be
based on the possibility of free exchange of the metal. Under these conditions, the
monetary system of the country becomes sufficiently flexible and efficient without
losing connection to the metal as the basis of values. The scientist understood the
disadvantage of the monometallism — metal money does not have the necessary
flexibility in terms of macroeconomic development needs. To overcome it is necessary
to transit to the new forms of money.

He linked the emergence of paper money with the development of the economy.
Perhaps more than any other, he understood the causes of the appearance of paper
money: firstly, it’s the difficult financial situation of the state; secondly (which directly
follows from the first), chronic fiscal deficit and balance of payments. The scientist-
economist built the theoretical analysis of paper circulation on two main points: firstly,
the issue of paper money with less value cost, is much cheaper for society and has no
significant quantitative restrictions; secondly, the internal value of money is not the
prerequisite of its life as a measure of the value of exchange of goods and as a mediator,
by contrast, fluctuations in the value of their own money make it more difficult to
measure the value of the goods.

In the general context of the study of the problem of money, a special place in the
theoretical works of O. Myklashevskyy research takes credit and paper money. The
study of the history of assignation circulation in Russia was the subject of his master’s
thesis. Partly accumulated and generalized material became a part of the above-
mentioned book “Money. The experience of studying basic principles of the classical
school of economic theory in connection with the history of economic issues”.
Revealing the economic content of the loan and its place in the development of the real
economy, the author warned against the surface perception of it or as a panacea for all
the evils or as the root of all problems. He showed that this area of theoretical research,
as well as the direction of practice, remains to be
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.1 source of excessive hope and unjustified frustration. The national credit system, the
activity of which is reduced to the accumulation of “free” money ol some economic
subjects and their provision to other economic entities, emphasized O. Myklashevskyy,
more and more becomes the basis of the entire national economic system.

The scientist, analyzing the pace and extent of social, economic potential, predicted
that in future civilization development, an era will come when the functions of general
exchange units of measurement, storage, and transmission of value will perform the
credit, the modern economy is only a transition to credit (from current position can be
said developed market). 11 o we ver, recognizing the importance of the development
of the real economy and the fact that the credit spread of means of payment as well as
stocks, bonds, and various interest securities as a means of circulation of goods and
obtaining credit, O. Myklashevsky did not recognize them as money, stressing the
absence of their intrinsic value and the need of artificial (state) regulation. In particular,
the Ukrainian scientist insisted on establishing strict civil procedures, which should
ensure the legality of credit agreements which provide for the transfer of real assets
(including money) in exchange for future assets (including money) on conditions of
return for a fixed term and to the payment of interest. That was about the need to create
sustainable legislation on general obligations, bankruptcy, and usury, etc., the
formation of an appropriate institutional environment for the complete implementation
of the role of financial intermediaries who act as channels through which funds of
primary lenders come to the end user. This shows the importance of understanding by
the scientist the indirect financing of a market economy.

Investigating the processes of development of the national economy on the basis
of concentration and centralization of capital, O. Myklashevsky pointed to the public
the distribution in the development of state-monopoly tendencies, emphasized the need
to counter these negative social phenomena, because they lead to industrial feudalism.

O. Myklashevskyy drew attention to the spread and growth of speculative
agreements and the growth of fictitious capital in a scientific study of the internal
organization and external expression of the credit economy as a continuation and
development of monetary. Under this event, he saw the emergence of the financial and
credit institutions sector. Their development is able to realize a major “transformational
function” of credit, as a result of which in minor and short-term deposits can be
transformed into long-term loans. Its significance for the economy and real efficacy are
similar to a powerful lever of influence on the social development of the invention of
the wheel and the ability to make fire. The opinion of the scientist in the
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development of the forms of the market was groundbreaking and, in particular, in the
establishment of the financial market, where money is the “lowest” financial asset.
Without a developed financial market, money has the lowest profit-making capacity
(cash has no it) and the lowest risk. This minimum profitability is the price of the
maximum liquidity because between profitability and liquidity the tight inverse
relationship exists. In other words, the price of liquidity is the omission of the interest.
The financial market with its infrastructure could provide The latter for only money.

Using in the research, such terms as “speculation, ” “speculation order,
“speculative purchases” etc., O. Myklashevskyy described deployment mechanism in
the economic crisis, the way they cover the scope of treatment initially, and later — the
scope of production. He actually the first, compared with previous achievements in
economic theory, described the phenomenon that is called in modern literature the
effect of acceleration (direct link between changes in demand and caused by it much
greater change in investments). Based on the quantity theory of money, most
economists — contemporary scholars of the scientist, believed the reason for the crisis
in the monetary system was the disorder and unstable situation in the field of financial
relationships. O. Myklashevskyy, one of the first Ukrainian economists, proved that
money is only a catalyst and not the cause of the economic crisis.

The Ukrainian scientist did not deny the possibility of rapid economic growth
thanks to the credit, but he considered a rise to be unclear. To some extent, the author
suggested that during economic turmoil, credit can become an additional factor of the
instability of the economic system: a series of impoverished borrowers and lenders can
make an additional incentive to strengthen economic crisis. So, the main precaution of
O. Myklashevskyy on paper-credit circulation is associated with the risk of speculation
and crisis. This dilemma — inflation or economic stagnation -— is current for the
contemporary Ukrainian market economy, because the quantitative increase money
does not increase productivity. Conversely, monetary expansion can lead to inflation
and thus reduce the productivity of money. In contrast, the increase in the loan can
increase consumption, and therefore — performance. This idea will be deeply analyzed
only by modern monetarists.

Setting by O. Myklashevskyy the issue of credit circulation consists actually of
three parts: freedom, centralization and government monopoly — private nature of
emission banks. In the general characteristics of the process of formation of the banking
system, the central problem of the organization of credit institutions and their impact
on prices and the redistribution of wealth attracted O. Myklashevskyy’s attention.
Grounding its position of

tE)
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mixed monetary circulation, the scientist advocated the centralization of emission
rights and considered concrete ways and forms of state regulation of monetary-credit
circulation. This idea of centralization was transferred by him on the proposals to
reform the international monetary system. In particular, a reflection of this trend in the
monetary views of the scientist was the support of the idea of creating a single
international coin, which is the united world monetary system, a kind of global
monetary cartel.

Grounding his proposals, the scientist stressed that the basis for this function of
money is to serve the international unit of accounting. Pointing to this specific function
of money, O. Myklashevskyy emphasized that in the development of civilization all
material interests of humanity would be linked into a single entity and the conditions
for the emergence of the international division of labour would appear. However, this
idea was rather an expression of his commitment to the gold standard, when, according
to K. Marx, on the world market the national money puts off their “national uniform”
(coins, paper money, and credit) and acts in the form of valuable metals.

Like any other category, money has meaning and form. A content of money is
determined by its functions, including the ones underlined by the scientist. However,
money is a form of internal organization and external expression of content. The form
and content of the money form an indissoluble unity. The content is a moving, dynamic
side of categories of money (cash continued development functions), and shape as they
specify in what form the money used to function in the country at this stage of
economic development. In the process of social development, some discrepancies arise
of the form and content of money, which are solved through the “putting off> of the old
forms of money and forming of the new ones, adequate to its content.

Consequently, the scientist realized that the emergence of paper money was
associated with the development of the economy. Money O. Myklashevskyy treated as
a liability of the state, and the need for their production linked to the needs of the
Treasury in extraordinary resources. The government issue of currency for their
payments is what the scientist considered the most distinctive feature of paper money.
Basically, the paper money is based on the redistributive function of the state and its
ability to carry out extra- economic coercion. This factor has forced O. Myklashevskyy
to criticize the theory of paper money, which they attributed to independent internal
value debunked allegations of nominalists about the stability of paper money and
persistently argued that they undergo the depreciation compared with gold, and in
respect of goods, and to varying degrees. The size of the emission does not depend on
the needs of trade and of payments in cash, and the needs
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of the state in additional financial resources. Herein is the instability of paper money.
This negatively affects the economy and redistribution of income and property
relations in society.

The Ukrainian scientist stressed that the issue of paper money was the issue of state
financial policies. He proposed to consider not the abstract concept of values and
purchasing power of money that changes in the conversion of banknotes (notes) issued
by one or more banks in paper money. Banknote due to the increasing of the bank on
the exchange of their gold automatically degenerates into paper money. Therefore, the
purchasing power of paper money by O. Myklashevskyy is determined by several
factors: the credit of the state, the amount of paper money in circulation, the balance of
payments, the value of precious metals in the world market, measures to support the
exchange rate and stock speculation. Although the scientist mixed up the factors
affecting the purchasing power of paper money and its exchange rate, he made a clear
scientific analysis of the problem of monetary circulation.

Realizing that money serves the macroeconomic cycle, in constant circulation, O.
Myklashevskyy constantly stressed in his writings on the importance of the proper
organization of state real and monetary economy, sound economic and financial
policies. According to the Ukrainian scientist, the further development of capitalism
and the change of economic expansion led to the need for public intervention, and,
according to the scientist, “the transformation of natural liberty, constitutional state
established on the basis individualistic economy led to a country that has a social
purpose.” O. Myklashevskyy claimed this important function of the state was
intensified because of the social problems of the market. Accordingly, state
intervention in economic processes should not be limited by the regulation of
distribution relations, as the representatives of the classical school considered.

Thus, in O. Myklashevskyy’s works about the theory of money, we find an
innovative approach to defining the place and role of government in a market economy.
The current practice of a market economy reaffirmed this important conclusion by the
Ukrainian economist. The scientist’s views were much broader than the ones of the
representatives of the new historical school (not to mention the classic direction). He
pointed to the necessity and the possibility of adjusting the introduction of the
government’s actions in the functioning of the market mechanism, i. e. the need to
introduce the idea of introducing in Russia and Ukraine the economy of mixed type.

An important role of government in a market economy is due, according to the
scientist, by the necessity to create conditions for transition to a market-oriented type
and to reduce the possible negative social
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consequences. This social orientation of his theory with the special brightness appeared
in the analysis of the effect of paper money in the economy. Analyzing the causes of
instability of paper money, like most of his contemporaries, O. Myklashevskyy
recognized the devastating impact on the economy of newly issued money that was
caused by the need of the state, not the real economy. However, he revealed their
ambiguous, contradictory effects: first, recovery, flash feverish economic activity, and
then — decline and crisis; for some segments of the population — the expansion of
consumption and additional revenue, for other social groups — poverty and the
struggle for existence. Additional financial issues, argued by O. Myklashevskyy,
greatly contributed to both the tremendous growth of public debt and burdening
taxpayers and the disorder entire monetary system. Socially, accordingly, there was a
certain redistribution of wealth — goods sellers and manufacturers were enriched by
the state and consumers.

The expansion of paper money base served more implementing fiscal challenges
that carried out in order to obtain additional state funds. That’s why O. Myklashevskyy
considered the valid comparison of direct and indirect taxes and stressed that additional
money issues are not only disproportionate to the taxes, but also the worst of its kinds.
Such a tax can only be random, arbitrary, exacted from all, excluding net income.

Considerations of the Ukrainian scientist about the contradictions and deleterious
effects of paper money circulation subordinated to one goal — to prove not only the
opportunity but also the need in a market economy foundations. The active state of the
monetary policy would serve as an activator of the national economy. Scientific
research on the issues of regulatory state influence on commodity-money relations is
more fully described in the book “Exchange and Economic Policy” (1904).

Thus, criticism of the methodology of O. Myklashevskyy of the classical school,
overcoming its abstract and individualistic principles opened the way for analyzing
interdependencies of a functioning market economy and the absence of language
unconditional observance of the principle of economic liberalism was the first step
towards the development of alternative principles of the regulated market.

The Ukrainian scientist in his scientific writings sought to combine the theory of
money with financial policy. He explained the need for state regulation of monetary
circulation, initiating monetarism as the direction of economic theory and practice.
Ideas of monetary economy impact on the real economy development are found in the
theory of money in another paper by outstanding Ukrainian scientists-economist -M. I.
Tuhan- Baranovsky.

The scientist died in his prime (47 years) in 1911 at his family estate in the village
of Gorodnya Chernigov province.
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The main works of the scientist: “Money Talks in literature and in real life
phenomena” (St. Petersburg, . 1896); “Money. The experience of studying the
provisions of the classical school of economic theory in connection with the history of
the monetary issues” (Moscow, 1895); “The history of political economy: the
philosophical, theoretical, and historical beginning of the nineteenth century
economy.” (Yuryev, 1909); “The exchange and economic policies” (Yuryev-Dorpat,
1904); “Realism and idealism in political economy. Introductory lecture at the Imperial
Yuryev university” (Yuryev-Dorpat, 1896) and others.



NAVROTSKYY
Volodymyr Mykhaylovych

(1847 —1882)

(T1/"avrotskyy Volodymyr Mykhaylovych was a Ukrainian philosopher, 'J
economist, statistician, lawyer, as well as an ethnographer and publicist. He had a short
life but thanks to his serious works, in the words of Ivan Franko, he burned the darkness
of the colonial night.

Volodymyr Mykhaylovych was born on November 18, 1847 in the Kotuzov village
(Ivano-Frankivsk region) in the family of a priest, where spirituality and patriotism had
the biggest value. While he was a child, his parents always cared about him and taught
to love people and do everything for people. Firstly, he studied at home, and then he
also had a high-school primary education in Coloma. After the successful graduating,
parents sent him to study in the high school in Stanislav. While studying, Navrotskyy
joined the youth movement “the community” and prepared a number of analytical
articles for the high school popular newspaper that called “The Star”.

Everyone who taught the young boy in the school was really surprised discovering
his analytical ability and erudition. Especially he preferred economy and law. In 1866,
Navrotskyy entered the Law Faculty of Lviv University which in that time was called
as Franz Joseph University. Being a student, he did not stop taking an active part in the
Ukrainian Student “community” in Lviv, and he also began to publish his first
scientific, historical and ethnographic work (*’Russian family”, “Wedding in Kotuzov”
et al.). The thought about a Homeland, like he was taught earlier in the family pushed
Volodymyr Navrotskyy on to write these articles. Because the majority part of
university professors were mostly from Poland and Germany and they had no cultural
and no national relations with Ukrainians, and so they glorified everything foreign.
Their objective position to the national local interests was added to their trustiness to
the historical state of Poland.

In 1871, after successful graduation the young scientist was appointed for a civil
servant in Rzeszow, where he was working till his death. Because of the duties of his
work Navrotskyy often visited villages that were far away
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from the railways, therefore, he knew the way of life and economic problems of
Galicia.

Scientific skills and analytical thinking led him to reflections that he formed in his
articles. The articles on economics and finance of Galicia were especially deep. Among
them were the following ones: “What is the worth for us the Propination (Some figures
to the interpretation of national poverty in Galicia)”’(1875), “Drunkenness and
Propination in Galicia (statistical investigation)* 1875), “The class interests and the
interests of the people (1876), “Reforms of house order” (1875), “Ukrainian Galician
folk schools” (1876) and others. It was true statistical and economic research that
brought him recognition without any academic degrees and membership in university
elite.

Mainly from the views of the Physiocrats and the classical school (that indicates a
good awareness of schools of thought in political economy), Navrotskyy studied the
problems of forming industry in Galicia within the numerous remnants of serfdom after
the serfdom abolition in 1848 and the exploitation of natural resources and foreign
labor capital. He criticized the tax laws and financial policy of Austria-Hungary.
Moreover, in his works we can found the influence of his favorite professors who were
reading lectures on taxation and monetary theory in his University (L. Bilinski, S.
Hlombinski). He published his works in Lviv, Kyiv, Odessa, and Geneva. They even
during his lifetime were highly appreciated by the Ukrainian elite: S. Podolynskyy, M.
Dragomanov, A. Terletskyy, and especially by Ivan Franko, who called Navrotskyy’s
explorations the capital works and valued them for their theoretical depth and social
orientation. Despite his works were based on the European economic thought of the
mid-nineteenth century, they anyway were filled with unique information about
Ukrainian life and critical understanding of foreign concepts.

An important theme of his research was the transition of the economy of Galicia
being a part of Austro-Hungary into market-monetary economy and the development
of the relevant financial institutions. Visiting rural areas, he observed expropriation
against all human rights and the strengthening of the “economic enslavement.”
Protecting the economic interests of peasants, V. Navrotskyy criticized landowners’
Galician agrarian program who under the Constitution in 1867 received the autonomy
of Galicia and the full authority. He stressed that the Austrian tax legislation did not
consider the difference in incomes of different categories of landowners and let down
business profits. The Ukrainian economist pointed to the anti-scientific basis of the tax
law by which taxes were not determined by the net income, but by the object, i. e. by
the income that brought “ground, home, concentrated in real money capital, craft,
factory fishing, trade, personal services — each of
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them separately, as if each of these things were some fictitious person living for
themselves.”

Today, the biggest part of the public relations is regulated by the law, and taxes are
of no exception. And now we can already talk about the formation of an independent
sub-sector of the finance law — the tax law. This science studies the issues related with
the installation and charging of taxes and the person’s responsibilities for their duties
for paying taxes and fees. But you cannot regulate social relations of this sphere without
understanding the definition of the tax and the main elements of its legal construction.
The issues about the elements of the taxes are the central themes in the taxation system,
so they attracted the attention of scientists throughout finance history. The tax object
as one of the main elements of the tax law was described by many authors and among
them was V. Navrotskyy.

At the time of writing works, Navrotskyy recognized that the normal and
convenient object of tax can be income. The exception to this rule some Ukrainian
scientists called the tax that coped during the movement of the capital, and so-called
Tithe fees — the remnants of the Middle Ages. However, at the time of creative activity
of the Ukrainian researcher the scientific doctrine did not distinguish some terms like
“the source of taxation”, i. e. the part of the tangible tools (including property), through
which the tax obligation was performed, and “the object of taxation” as a legal basis
for the emergence of tax obligation. In the center of his scientific analysis, Navrotskyy
put the main elements of charging such as the subject of taxation, the object of taxation
and their relationship.

The subject of taxation is to be the person that is obliged to pay taxes. The object
of taxation is to be the citizens ’property, the part from which taxes are levied. The
author was sure that the only object of taxation could be the net profit. However, he did
not clearly distinguish the concepts of “the object of taxation” and “the source of
taxation”, but in his works, he identified those terms. For the first time, in Ukrainian
economic literature, the distinguishing between these two terms would be done by S.
llovayskyy.

Navrotskyy was the first Ukrainian economist who, in his own works about the
evolution of the agriculture households in Galicia, revealed all metamorphosis from the
transition of the natural economy to the market one, showed the mechanisms that
pushed agriculture household in dependence on bank and usurer capital, explored the
negative impact of the central financial system on the local production and socio-
economic situation of the region. The main themes of his works were the problems of
the canting (sale by auction) of peasant’s field boundaries, the gentry monopoly on
production and sale of alcoholic beverages, and reimbursement for landlords the cost
of canceled serf peasants obligations that brought big profits to the landlords
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without any labor cost on their part. The guilders received from sale V. Navrotskyy
called “sweat and blood clots of exploited peasantry. *’The relationships between
peasants and landowners, in his view, were comparable to “economic bondage of the
peasants.”

Widely studying the Galicia economy of the 70s of the 19"century, V. Navrotskyy
deeply studied the social and economic results of its colonial status during the
development of the market relations and the establishment of the financial capital. He
disposed the main trends and set the reasons that directed the development of capitalism
in the lands of Galicia in a colonial way. The scientist, in particular, determined the
role of the Galician nobility in preserving the remnants of feudalism and agrarian and
raw economic structure. Pointing to the downward trend in daily wage of Galician
agricultural workers (during 1866-1876 from 38. 5 to 32. 72 Kreuzers) and the
difference of wages among men, women and teenagers, he emphasized the negative
consequences of using the natural form of wage for the working population. The use
of their own shops as an institution to make payments to the workers by the products
of poor quality did not contribute to the development of commodity and money
relations. According to V. Navrotskyy, it was a sign of the low level of monetary and
commodity production in general, when “the bitterly earned money, paid to worker
from one pocket, comes back to the other one.”

V. Navrotskyy as one of the first Ukrainian economists and practitioners analyzed
the actual production in close relationship with the monetary economy. He understood
the interdependence between different sectors of production, the ratio between
production and consumption. “Consumption, — said the scientist, — is in close
relations with the production: the first develops and supports the second and vice
versa.”

Using statistical methods, which later became a part of economic theory, V.
Navrotskyy as the modern monetarists, focused on the problem of changes in the
purchasing power of assets turnover, which he defined as a value inverse to general
price level. In the center of his attention was the analysis of the ratio of aggregate
money demand and supply. The issues related to changes in supply and demand of
goods and the movement of relative prices, that is the issues that the theory of general
equilibrium examines, he ruled out of the theory of money. Thus, it can be argued that
V. Navrotskyy accepted the “classical dichotomy” of real and monetary sectors of the
economy.

The innovative initiatives of the Ukrainian economist in the analysis contributed
significantly of the deeper investigation of the mechanisms of the relationship between
money and the real economy, changes in price of goods due to a decrease in its value.
“If instead of huralnias Galicia had a
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hundred machines for the production of watches, so in ten years, the price would fall
on the clock so that every farmer could buy it.” The growth of marginal utility of goods
causes the price increase. The scientist clearly showed that on such a unique commodity
as land. “If impregnable forest thicket, ” he wrote, “does not bring revenue, the forest,
through which paved highway or railway, gives the same income as the corresponding
area arable land.” Especially large and growing, according to V. Navrotskyy, is the rent
of land for buildings in large cities, contributing to its usefulness and, therefore, value.
For example, 1 nr of the land in Lviv is worth as much as 1600 m? on the Podillya. The
price of land for a building in Vienna is the price of the whole street in the Galician
town.

The named by the researcher the rent-forming factors are rather convincing: the
different natural potential of areas (fertility) and their different remoteness “from
transportation routes and markets”, where the commodity products can be obtained.
Such views reflect the views on rentforming factors by D. Ricardo. But it is evident
that for V. Navrotskyy like for the majority of the representatives of the classical
school, the land is unrenewable and is considered as physical, but not an economic
resource. Thus, in his opinion, not only the land but rent is a “free gift of the land.”

However, as the limited land fund is used by only one way (for example, such as
arable land or pasture) and by the impact of natural decrease, V. Navrotskyy expressed
the warning: “.. . the meaner the land becomes on its gifts, the more price it needs for
the work.” It is interesting to note that to some extent the scientist followed the idea
expressed by James Millen that rent as income would need to remove in taxes to the
state to improve the welfare of its people.

And if the rental income went from landlords to tenants, the prices of agricultural
products and the average profit rate in agriculture would remain the same because the
transition income did not affect the marginal costs of production.

In general, for V. Navrotskyy, the guidelines about rent do not go beyond the
scientific problems, and his approaches to differential rent marked the birth of
marginalist approach in economic science.

After criticism of the Galician tycoons for their ingenuity, the Ukrainian researcher
revealed new mechanisms of enslavement of poor peasants through the so-called
“portion.” A peasant taking from the landlord cash loan for a year returned it without
interest, but in fact, he had to work on the landlord’s farm one day a week, that is 52
days a year. “Portion, — said the scientist, — is the unjustified reduction of wage, the
gentry’s desire to return to serfdom, the worst way to ensure the landlord estate of
working force.”
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Describing the anti-scientific basis of tax legislation and financial system of the
Austro-Hungarian, the scientist proved that the fiscal policy of the government is
destroying the economy and undermining the economy of Galicia. V. Navrotskyy
claimed the colonial nature of customs policy was that, protecting the interests of big
capitalists, the government harmed industrially underdeveloped provinces,
consolidating their status as backward raw material appendages of the metropolis. He
opposed the financial support of the industrial centers of the state through the
borderlands, denounced any attempts of getting Galician economy to the status of
“exploited colony” and of transforming Ukrainian lands into large plantations where
“millions of hungry slaves should work for thousand of the most despicable parasites.”
Based on statistical data used by the scientist and his thoughts, one can distinguish the
trends that had a negative impact on the overall development of Galicia.

Firstly, the political liberation of Galician lands (1867) did not bring the expected
results. Caught up in the regional market of Austria-Hungary underdeveloped Galician
land turned into raw material suppliers. Their economy influenced by the penetration
of foreign capital, mainly Austria- Hungarian became of monocultural development.

Secondly, for the most part of the 19 -20" centuries, there was not the “incubator”
of the region development, maturing its identity and as the result the integration of the
national state. An integrator role could have been played by the civil society in Ukraine,
which would embody the achievements of social cohesion. However, such society had
not time t to emerge on the lands of Ukraine.

Thirdly, the Galician land economically did not resist the attack of Austria-
Hungary at the destruction of their identity, mixing it with unified metacivilization of
“market society”. The inertia (primarily statistic) became a new obstacle to the new
development of the region, sometimes turning civilized values and institutions of
Galicia after release to the “guard of the past.”

V. Navrotskyy made scientific economic and theoretical analysis of existing
common rules in force at the time the tax law and practice of the Austrian tax system
and stated them as anti-scientific. As the researcher wrote, the fact that tax was
associated not with the net income, but with the object that has to generate the income,
created the possibility of large landowners and capitalists to hide the value of their
money income, while peasant’s small plots of land, his home, in tax regulations, were
treated as income that was the subject to taxation.

V. Navrotskyy followed the principle that in the country “equal weights always
corresponded to equal benefits.” The tax would be fair when it were paid from the “net
income.”
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The researcher made a sharp criticism of the draft of governmental reform of the
house tax in 1875, which included the replacement of the so- called class tax by the
new one, the generalized one. He made a proposal not to tax the income from farming
with 600 rynns per year. In the taxes, he saw not only the source of replenishment of
the state budget but also the support mechanism of households that fall into decay.
Granting of tax incentives motivates encourages household owners to the development
of production and increase of its efficiency. V. Navrotskyy highlighted the basic
principles of the taxation system in such way:

1) Efficiency which is determined by regulation and incentive functions of taxes;

2) Justice — the unreasonableness of shifting the tax burden on the poor layers of
population;

3) Utility — collected from the peasants taxes have to go back to them by creation
a necessary infrastructure (road maintenance, schools, etc.)

4) Economic assessment of taxes etc.

The researcher in his works through the analysis of the main principles of the
reform exposed its social and economic sense: reducing taxation of large urban
property owners and increase taxation of the owners of small buildings and even rural
houses. Having outstanding ability of an analyst, due to a deep scientific
argumentation, he managed to convince the governmental officials in the antisocial
orientation of their project. He was supported by the wide public, due to which the
project was rejected. Later, coming from the persuasions about the justice of tax, V.
Navrotskyy supported the law draft of the government, which a progressive income
tax was proposed to introduce in (1877). The researcher by statistical calculations
proved that this tax would lead to more equitable spending charges of the state between
the different property layers of the population. He proposed to launch progressive
taxation from a “net profit”, the rate of which grows with the increase of the income
that is taxable.

Thus, V. Navrotskyy defended the idea of a living wage that was not to be the
subject to taxation, which was widely used in practice on the modern stage of
development of civilization. He came to the understanding of consumer minimum —
the necessary minimal level of the consumption of material goods and services for
providing normal vital functions of a human being at the certain level of development
of the productive forces and the attained standard of living. He defined it even in a
form of costs.

V. Navrotskyy was the first in Galician Ukraine and one of the first in Europe who
investigated the budget of a peasant family, and on that basis reasonably proved the
destructive action of taxation policy to a peasant economy. Having analyzed in detail
the budget of a peasant family, he came
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to the interesting conclusion, that already “the miserable situation of a peasant easily
can produce in him the inclination to look for a delight on the bottom of a glass of
vodka”. By statistical material of western lands of Galicia, he showed that poverty was
the reason of the increase of murders and deaths. And vice versa, providing the increase
of educational level (on 22,23% more of students), the state received a great profit (on
20,39%).

Analyzing the tax system and its unfair character, the researcher exposed the
mechanism of shifting tax payments from the large landowners to the peasants. In
particular, he investigated such means as the different estimation of soils, forests, and
pastures for different tax layers, the usage of consummated (indirect) taxes. Using a
typical style of his argumentation, V. Navrotskyy, using the wide statistical material,
proved the colonialist character of the tax system of Austria-Hungary. Exposing openly
noble policy and criticizing administrative-financial activity of the Galician Sejm, the
researcher set that through the landowners’ reactionary policy remained the separation
between the court and the community in an administratively- political aspect, and all
charges on maintenance of schools, building and repair of the roads, and other public
needs were put on peasants. He criticized the landlords’ argumentation that their
children did not study in public schools, and showed that landlords’ children studied in
schools that were hold on state (public) money. Similarly, it was with the duties related
with the building of roads.

The researcher also showed, that the different estimation of landlords’ and
peasants’ lands during the input of cadastre and the determination of cadastre profit
from plough-land, being four times higher than from the forest, not only caused the tax
pressure on the peasantry, which was burdened with all local and central taxes, but also
provided to the gentry the refund as unpaid taxes in monetary form for the monopolistic
possessing of the forest. The scientist-researcher came to the conclusion, that the refund
to the forest magnates for using such unique natural resource, essentially, was a bonus
for the elimination of the Galician forest. This theoretically justified economic
conclusion, unfortunately, was prophetic in relation to the woodlands of Galicia and
rational use of their resource.

Thus, in economic scientific and popular works of the Ukrainian scientist was
established the adjusting effect of taxes to the different types of economic activity,
socio-economic development of separate regions, and the structure of the economy. V.
Navrotskyy was the first in Ukrainian economic scientific literature who violated the
problem of regional distribution of tax pressure, initiating the research of financial
colonialism and tax exploitation.

V. Navrotskyy’s scientific publications were printed in various parts of Ukraine
and the world, and they got the very high estimation of the



Volume 2. Encyclopedia ---------------------- 227

i oiltemporaries such as M. Drahomanov, S. Podolynskiy. They had the noth cable
influence on the work of the prominent scientist, writer, publicist and I I i anko’spublic
figure.

I xhaustcd by illness, circumstances of his life, Volodymyr Mykhaylovych
Navrotskyy died in Geneva, in March 16", 1882, leaving a valuable ea ientitic
inheritance to the descendants.

I he main works of the scientist: “Pyanstvo and Propination in Galicia: .i.ilistical
intelligence” (Geneva, 1882); “What does propination cost for us? (A lew numbers are
to finding out of folk need in Galicia)” (Lviv, 1876); Works” (Lviv, 1884);
“Geographically-statistical and statistical-economic works” (Lviv, 2004) and others.



. NEZABYTOVSKYY
g Vasyl Andriyovych

(1824-1883)

niTezabytovskyy Vasyl Andriyovych was a Ukrainian scientist, philosopher,
economist, and lawyer.

Vasyl Nezabytovskyy was born in 1824 in Radomyshl, the Kyiv province
(presently Radomyshl is Zhytomyr region) in the family of a fractional clerk. He got
his primary education in the second Kyiv gymnasium. As one of the best students of
gymnasium he was sent to study on the Faculty of Law to Kyiv University of St.
Volodymyr for state facilities. Existing at that time the institute of public students was
directed to support talented young people. Full material support gave an opportunity
to the young man to study properly and fully give himself up to scientific work. Under
the direction of such demanding professors of the university, as K. Nevolin and S.
Bogorodsky, diligent and talented V. Nezabytovskyy received good knowledge in
many spheres of the Russian legislation. The interest to the philosophy of Hegel and a
set of laws made him strong and well-informed both in a theory and in the dogma of
the law.

Coming from the poor family young V. Nezabytovskyy, despite the desire to
science, considered the career of scientist inaccessible for himself. Getting the degree
of Candidate of Law after graduation from the university, he was appointed as the
assistant of the chief in the Kyiv Chamber of Civil Court and from the first days, he
realized that he did not like such service though he knew laws very well. In 1848 Vasyl
Andriyovych left the service in a chamber and went to be a teacher of legislation in the
native Kyiv gymnasium. He worked there not so long. After moving of M. Bunge
(Professor of Law) from Nizhyn Lyceum to the Kyiv University of St. Vladimir, as an
adjunct at the Department of Political Economy and Statistics V. Nezabytovskyy was
invited to his place to Nizhyn.

It was a high credibility and appreciation of the young scientist. Having
outstanding talent of scientist, he immersed himself in scientific work. History of the
Russian Financial Legislation Development became the circle of his interests. For the
very short term V. Nezabytovskyy prepared two works for publication “About the tax
system in the Moscow state from
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riling of autocratic to introduction of capitation salary” and “Essay of the .Y'.lcm of
public profits in Russia since an emperor Peter the Great to the death of empress
Katherine IT”. In contrast to his predecessor at the department who was interested
mainly in the theoretical aspects of object and who worked out his “Theory of credit”
in Nizhyn that would be published in Kyiv in 1852, V. Nezabytovskyy paid main
attention to the dogma and history of the Russian Financial Law. According to
memories of witnesses, while the world-known work of Adam Smith was a handbook
for M. Bunge V. Nezabytovskyy always used the complete collection of laws and other
collections of historical material at work.

Both of the above works were characterized by precision to use statistics and
historical objectivity of K. Nevolin, the supporter of whom V. Nezabytovskyy
remained for all his life. For the time, it was a significant contribution to the legal
science. Because of these works, the scholar was appreciated in scientific circles.

Works of V. Nezabytovskyy were filled with historical facts and based on the
legislative basis in revealing of the evolution of public finances. The scientist
underlined that by the Cathedral conclusion of 1649 it was introduced the general
system of equal Constitutional Law, which provided the monopoly of the state in
power over all that was on its territory. The tax system was of primary importance for
the state economy, public finances. Direct taxes for the compulsory collections was
used the organization had mostly the military goals. According to the reform of 1679-
1681, the cities and the peasants of the north mountain areas paid shooting taxes, the
territories of other districts paid taxes by money and shooting taxes -by bread. Taxes
were coped from a house in accordance with “census books.”

The Ukrainian scientist revealed the evolution of the tax system, especially the
reform in 1718, according to that the process of passing the poll tax began. The first
poll tax was collected in 1724 (74 kopecks from a person). For comparison, the
payments with the servant peasants paid “obrok” tax: from mountain peasants and free
people — 40 kopecks and from urban residents- 1 ruble 20 kopecks with capitation.
During 1719- 1724, the passport system was introduced. In Ukraine, the poll tax was
widespread in the second half of the 18"century (in 1776 in Slobozhanschyna, in 1783
on the Left-bank of the Dnieper, in 1796 on the Right-bank of the Dnieper). In the
18"century, the poll tax was about 50 % of all incomes in the budget of the state. It
was abolished in Ukraine in 1887.

V. Nezabytovskyy made some interesting generalizations about particular fiscal
measures for increasing income and they are relevant even nowadays. They are about
transferring in a free commerce with the additional tax the series of goods, measures
about the implicating the
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currency in the country, limitations for the foreign commerce preferring the national
commerce, progress of the commerce infrastructure, the creation of the trading fleet.
However, as V. Nezabytovskyy noted, regulation and domestic duties were barriers to
market development. The scientist pointed out the importance of the stimulation role
of the tax and fiscal policy in the domestic economy. He paid a particular attention to
the policy of Peter | on the granting privileges to the industrialists (1719) and to the
mining freedom, to the property of right for the factories and the other factories
exemption from tax services (1721), to the fixing the measures of stimulation industry
(1723). In particular, everyone could set up a factory and it was allowed; they had the
right for free trade and some more protections from competition, those “pioneers” also
were allowed to have a monopoly on their production (for 30-50 years). The country
was trying to protect the national industry from the foreign products.

Generally, V. Nezabytovskyy showed that the evolution of state was accompanied
by a concentration of strength at the top of the pyramid of powers and resources that
were necessary for the military goals and for the empire construction. The military and
financial growing needs and the shortage of the budget caused the destruction of the
state structures that stimulated the “innovation” in the government, influenced the
social evolution of the society. The search of the government source income
determined the economic policy.

Having gained the degree of Master of Public Law for his work “About the tax
system ... “, in 1853 he was transferred as the adjunct to Kyiv University of St. Vladimir
to the Department of Nationwide Law. For the next 30 years, until his death, he was
working at the university. In 1858, he received the title of the extraordinary professor
and for the funds of the university, he was sent for a half of a year (from July 1958 to
December 1959) to Germany to gather the material for his doctoral dissertation. Then
he successfully defended his dissertation and received a degree of Doctor of Political
Sciences in 1862. The next year he was elected as an ordinary professor.

The topic of his dissertation was “The doctrine of publicists about interstate
ownership”. The theme was not chosen by a chance. During his foreign trips he had
read the original works of R. Mole and other scientists about the need of delineation of
state and society, social and political interests, and also, he was acquainted with
Kant’slegal views. His high scientific intelligence and efficiency helped him to develop
his own original theory of law. “The doctrine of publicists about inter-state ownership”
was the only his work that was published as a book.

His ideas about the relationships between the theory and practice were original and
deeply philosophical. Financial science was not limited by the
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theory only. The scientist said that it also had other components, such as linancial
policy, finance and financial history. The latter was a system that bowed the historical
development of the financial management and its components in the different
countries, the description of the financial economy of those countries. The financial
history provided an invaluable and necessary material for the generalizations of the
financial theory.

In his master thesis, the scientist showed as Russia with access to the catching-up
path of development of Russian autocracy not only increased but also made a leap to
overcome historical backwardness. With historic enlargement the economic space
emerged, safe in the sense of access to international trade routes and rich resources.
Unable in its political objectives to rely on the national economy, the state was trying
to force its economic growth through strengthening the tax burden on peasants and
stimulating industrial development. As the result, Russia of the eighteenth century in
its industrial development bypassed many European countries.

V. Nezabytovskyy noted that the financial policy was the practical application of
financial theory to the demands of life in the country for a certain period of time. Even
in his master thesis, he had showed particular examples that in those conditions were
forming such questions as of what to do, what kinds of taxes to introduce, and what
kinds of revenues were the best to develop. The scientist underlined the necessity to
apply scientific laws to the practice of a certain country at that time. Thus, the
conclusions of the financial policy could not be abstract or generalized; they always
had to be accurate, i. e. to deal with specific cases of the financial policy. There could
not be universal solutions, general financial policy recipes for all occasions. On the
contrary, in the every occasion, we had to take into account all its peculiarities and to
make a particular proposal only using these peculiarities. Here, every proposed
measure had to fit the ruling class interests that were the only way to implement it.

B. Nezabytovskyy expressed his understanding of finance as a science, studying
the financial laws of different countries, i. e. the laws that outlined in what way and by
what methods the taxes were imposed and the revenues of the state were generated,
what was the procedure of the national budget forming, its ratification, and
implementation, and the laws that define financial management bodies. In his view,
Financial Law did not only explain the certain financial laws; in that situation that
would be just a retelling or a collection of generalizations. In the reality, it led them
into the system, and made conclusions on