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Abstract: The paper is aimed to substantiate that in modern economy, besides the market, a public sphere exists and
develops according to its inherent non-market logic. This issue is regarded from the point of view of correlation between
objective and subjective factors in the economy. The author expounds his conception of these factors’ correlation, the evolution
of scientific insights in their role in society, explains the specificity of subjective forces’ functioning judging from the positions
of methodological dualism, which combines the principles of individualism and collectivism. The dual nature of human
personality combining contradictory fundamentals of instinctive individualism and collectivism acquired in society explains
people’s substantial behavioral differences under market conditions and in the public sphere. In the paper the differing
importance of objective and subjective factors in the market and non-market spheres of economy is substantiated: the market
area is managed mainly by objective regularities, which reduce people’s subjective actions to a common denominator, whereas
in the public sphere, on the contrary, the leading role is played by subjective notions of public interests, of benefit and mischief
resulting from any intentions, of further development goals and ways. In the final part of the research the author presents his
characteristic of the public sphere, which functions besides the market but with the latter demands in view, and therefore
requires an in-depth study of its inherent regularities, including the state fulfilling its regulating role in market economy.
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that predetermines particular importance of studying the
subjective activity of people not only in their entire mass, but
also that of groups, layers, classes and also individuals - each
taken separately - and reveal their common features typical
for the so-called representative sample. This was the starting
point for the classics of economic science when they revealed
targeted intentions inherent to any person engaged in
economic activity. According to the classics, the individual
striving of homo oeconomicus for material welfare as
principal driving motive, is, in their view, inherent to any
rational actor. Thus, the well-known principle of
methodological individualism has been established. It was
sufficient enough to explain processes of goods exchange
under way on the market and also in the production sphere
consisting of self-sustaining private owners.

But in the course of historic development, it became
progressively obvious that this approach suffers from being
one-sided: it does not take into account the dualism of nature

1. Introduction

In economic theory, like in other social sciences, main
attention is concentrated on researching objective things,
events, processes, i.e. those non-dependent on people’s will.
This can be explained by researchers’ intention to apply in
public life the reality cognition methodology practiced by
natural sciences. However, in nature everything is
predestinated irrespective of people’s behavior, because
people are bound to square their activity with natural laws
and can only apply some of them to meet their own needs. In
society, on the contrary, objective regularities as such evolve
due to independent actions of multiple individuals who, on
the one hand, participate in creating and changing behavioral
stereotypes and development trends, common to all of them,
and, on the other hand, are bound to take these into account
in their everyday life in order not to get outplayed.

It is this singularity of objective laws in effect in society,
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of the human being, with his two contrary fundamentals -
innate instinctive individualism and collectivism acquired
due to finding himself in society among those of his kind.
Without the collective spirit human society could not simply
have existed. If the description of the market could, in
general, get along without counting on the collective guise of
human personality, people’s life beyond the market (in
family, when establishing interpersonal relations, in state-run
entities, civil society agencies, in international relations) is
regulated differently — proceeding not only from inalienable
individualism, but also in tune with collectivistic
requirements, meaning the wish and ability to live in society.

Recognition of the human being’s dual nature, in our view,
gives rise to indispensably dividing the activity area into two
spheres — the market one and the public one. In the market
one mainly individualistic features of human personality
come to be seen, although collective proclivities also take
place, but they play a subordinate role. In the public sphere
interpreted extensively (and not only in form of support of
citizens in need), people, on the contrary, expose a
collectivistic fundamental. But individualistic incentives do
not disappear, they are inhibited by state power agencies in
case they become dangerous for society.

People’s behavior in both spheres is exclusively subjective
because people are guided by their emotions, by reason and
will. But the behavior is still different due to specificity of
these spheres. On the market the individuals are obliged to
somehow coordinate their actions with the requirements of
objective market laws; in the public sphere, however, they
act absolutely free in the sense that they can take into
consideration the regularities known to them or disregard
them. But, instead, they are obliged to comply with
community life rules established by society subjectively as
well. In consequence, broader subjectivism reigns in the
public sphere compared with the market one. However, if the
requirements of objective laws are not taken here into
consideration unknowingly or intentionally, then individual
personalities and society at large will be able to feel their
negative consequences not at once, but in longer term.

In this paper an attempt is made to bring to light the place
of objective and subjective factors in economy on a premise
that human personality’s dual nature and the specificity of the
two spheres of his life-sustaining activity — the market one
and the public one - are acknowledged.

2. The Evolution of Views on the
Problem

2.1. «The Objective» and «The Subjective» in the Life of
Society

In the scientific discourse different approaches to
economic theory comprehension are clashing, they often
oppose cach other and claim exclusive genuineness, thus
creating the impression that consensus cannot be achieved
and that the striving towards a general theoretical conception
of economy common for all is, consequently, useless. In

reality, however, economic science (like any other science)
cannot be but unified, homogeneous because it implies,
actually, the comprehension of one and the same object - the
economy, whereas various theoretical trends and schools only
explain, in a different way and within their aspects, its
essence and specific manifestations. Very significant is here
the fact that emphasis is often paid either on objective or on
subjective factors. Therefore, theoretical constructions differ
radically and often even come on incompatible. Clarifying
the given issue allows to look at the conjunction of existing
economic theories from a different perspective and
understand the importance of every one of them in the
development of the general science of economy.

There is a substantial difference in understanding “the
objective” in nature and in human society. In inanimate
nature, in the vegetable and animal worlds, all processes are
objective, they run by themselves, irrespective of concrete
situations individual participants (nonliving objects, plants or
animals acting on instinct, i.e., unconsciously) find
themselves in. In contrast, people always act subjectively, in
according to their wishes, at the same time without
understanding that their actions, in a form veiled to them, are
limited by a certain objective framework beyond their
control. This framework is imposed by macro-processes
going on irrespective of individual people, and these macro-
processes represent the resulting trends of often contradictory
actions — if regarded by each of them separately - with a
differing impact on the general outcome. In the final count,
they are unable to resist the general development course of
human society defined irrespective of separate people, i.c.,
objectively. These objective tendencies constitute these
indefeasible laws and not quite long-present development
regularities of societal development (its economy included),
which are objects of social sciences studies (economic theory
included).

In addition, the role played by the subjective factor in
objective processes should not be underestimated. Apart from
the fact that in economy objective laws are the resultant of
volitional operations of all actors, who, in the end, in one
way or another, influence their formation. Important is also
the role of individual persons, primarily those exercising
power. Distinguished personalities or self-sustained social
groups can affect the public development process (accelerate
or decelerate it) and even, under certain conditions, reverse it
temporarily. This happened, for example, in early 20th-
century Russia when the Bolsheviks headed by V.I.Lenin
launched “the historic flash forward” — an endeavor to build
socialism in a separate country without the objective
conditions being ripe for it. Goals set by people can be
imposed on them and even become destructive for them [2].

2.2. The Position of the Classical Theory and of
Neo-classicists

Historically, interest in objective and subjective sides of
people’s life-sustaining activities manifested itself, with
differing intensity, in various epochs - depending on top
priority goals the humanity - embodied in its progressive
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vanguard - was facing. With economic theory in inception in
Britain in the period of fostering capitalist regime, it was
important to unmask the role of objective processes (which
did not dependent of separate persons’ will) by opposing
them to subjective actions of sovereign kings, feudal lords
and state bodies. That is why the classical economic theory
was predominantly engaged in researching objective market
laws managed by the “invisible hand” [18], i.e., acting
arbitrarily, irrespective of individual goods producers’ and
goods consumers’ will, that is, as the resultant of fragmented
efforts of multiple market actors.

It was precisely in those times when objective market
economy laws were discovered: the law of value and
resulting pricing regularities, the laws of demand-and-supply
market interaction, relevant goods producers’ behavior,
capital allocation and cumulative reproduction process
functioning as a unity of production, exchange, distribution
and consumption spheres.

Already the Neo-classicists, who disagreed with labor
theory of value - which, as is known, held the exchange
(market) value for a constantly changing abstract value that
could not be measured and differs in this respect from Dame
Quickly, that we don’t know “where to have it” according to
K.Marx [10] - paid special attention to the study of concrete
goods buyers’ and sellers’, consumers’ and producers’ market
behavior, i.e. to subjective actions of people. They, in their
aggregate, from the start mold market regularities and
simultaneously also adapt themselves individually to them -
by taking them into account or by violating them
unconsciously or consciously in the hope of their personal
good fortune (entrepreneurial risk). The fundament of Neo-
classicists’ marginal approach is the notion of use value,
which is always concrete but difficult to be compared in the
exchange process of heterogeneous commodities. It turned
out to be possible to approximately foretell, purely
mathematically, the price dynamics of any commodity by
exposing its “marginal utility” expressed in the price the
buyer is ready to pay for the last commodity sold under
current demand-and-supply relationship (beyond this margin,
the commodity ceases to be useful for the consumer and,
therefore, should not be produced).

The market value of a commodity - as characterized in the
3rd volume of “Capital” - is a permanently changing abstract
quantity resulting from demand-and-supply interplay. In this
process the authentic value of the commodity for given
solvent demand comes to be revealed, that is, the amount of
socially-necessary labor representing the substance of value.
Herewith, the socially-necessary amount of real labor input
can be not only lower than its actual amount (in case the
superfluous part of labor is spent ineffectively and is not
taken into account by the market), but is much bigger than
real labor input, in case the commodity is in higher demand
thanks to being rare or more attractive for the buyer. This
means that it contains a much bigger amount of socially-
necessary labor compared to that really put in to produce the
given commodity.

In essence, the Neo-classicists do not negate the existence

of objective market laws, however, they embarked on the
way of studying the mechanism of their formation more
carefully and in cooperation with subjective participants of
market relations. The latter are guided by their own interests
and make use of their intellectual, intuitive, volitive
capabilities to attain production and commercial aims. In
addition, market actors, on the one hand, have to take into
account the existing conditions and economic management
rules set by widely accepted practice, which has taken shape
under the impact of objective laws. On the other hand, in the
course of competition they have to commit on infracting
these rules and changing the acting short-time criteria of
efficiency - hoping to gain a long-term advantage thanks to
sound entrepreneurial risk. Thus, market actors, unaware of
requirements introduced by market regularities and only
intuitively suspecting their existence, behave exclusively at
their own will; in this way they participate in these
regularities’ formation and, simultaneously, in adapting to
these their activity.

The insight into this mechanism of objective and
subjective factors interaction has allowed the Neo-classicists
not only to make use of marginalistic research methods, but
also to develop behavior models for practicing entrepreneurs
and financial industry experts engaged on commodity and
stock markets, in securities dealing in particular. Since these
models became widely needed in practice, economists gained
the chance at last to make profit in applying theoretical
knowledge in practice by providing well-paid consulting
services.

Consequently, the Neo-classicists, by contrast with
economic theory founders, started to investigate objective
regularities in combination with the study and explanation of
market participants’ subjective motives. Thus, they realized
their importance in science and economic practice. But they
limited themselves with studying the subjective factors only
in the sphere of purely market relations, on the level of free
market actors, and did not go further, thus disregarding other
public actors having real impact on economic development,
including regulation of market itself. This was not needed in
times when the regulating impact on public entities, primarily
the state, has not yet been broad and not yet visible for
scientific analysts.

2.3. Modern Age Modification of Views

The situation in economic science started to change with
the increasing role of the state and civil society entities. This
lead to investigate precisely these subjective factors, find out
their role and importance in economic development on
microlevel and on macroeconomic scale. Besides, the
contribution made by the Classicists and Neo-classicists in
discovering and describing fundamental market economy
laws was so weighty that, for a lengthy time, it distracted
researchers from further creative studies of the issue, which
has turned into a dogma within the unchangeable mainstream
of economic science. But the needs of practical life
compelled to find other approaches to explain modern
realities of economic activity. And the majority of new trends
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in theoretical thought has centered precisely on investigating
subjective factors in the economy.

This topic is being studied along two main lines. Some
scientific schools tending to the liberal discourse concentrate
on evidentiating individuals’ cognitive and psychological
singularities, which influence their behavior on the market as
consumers, buyers and sellers, businessmen and financial
experts. Other schools, which fall into the category of
dirigists (regularists) pay special attention to public aspects
of people’s life-sustaining activity and to the functioning of
state entities and civil society organizations.

The first trend may include scientific schools engaged in
studies of regularities of individual and collective choice as
well as differences in cognitive peculiarities and
psychological qualities of people, who influence substantially
their behavior as economic agents (including business
strategy choice made by various businessmen).

The need to individualize the generalized economic agent
emerged because during a lengthy period of time this agent
has been simplistically qualified by theoreticians as
exceedingly undifferentiated and hermetic for researchers;
the latter saw no need to go into the peculiarities of every
single personality inasmuch as all people allegedly act
uniformly in similar situations and change their behavior
only under the impact of changed objective conditions.
“Individuals set equal to black boxes that somehow on end
show their preferences by choosing some goods out of their
multiplicity. The models of choice supposed that the
individual maximizes his utility function within the
framework of budget constraints (probably effective demand
is meant here — Yu.K.), and that the set of goods ensuring it
will be chosen and consumed. These black boxes were vested
with the rationality quality, i.e., full knowledge of goods and
one’s needs, non-limited computational capabilities and, thus,
the chance to make the optimal choice. The utility function
was not, actually, an expression of knowledge mentioned: the
inner world of individuals as economic agents, their
subjective insight into the outer environment, knowledge of
themselves and other individuals, etc., remained beyond the
economic analysis” [20, p. 9].

It stands to reason that to understand the mechanisms of
objective laws functioning the notions of “representative
agent” [7, 9] and “representative company” [13, 17] were
sufficient because the market raised the same demands to all
individual agents and companies, and all of them were forced
to react in the same way in order not to come off losers in
competition. Strict dependence of pricing on demand-and-
supply balance of a commodity or service brings market
actors’ individual intentions and internal singularities to a
common standard. The main thing is competitive price-
quality relationship of their products. But this
counterbalancing approach does not really disclose the
formation mechanism of market regularities themselves,
which depends on market actors’ individual specificities.
Above all, it does not explain the latter’s genuine
motivations, whose knowledge need marketing experts to
evaluate massive preferences, advertisers to work with

separate groups of buyers, brokers to take into account
exchange deals risks, consulting agencies to serve the
customers. All this is important not only for in-depth
theoretical research, but also for practical work of economists
and financial experts engaged in management on
microeconomics level.

Relatively long ago certain scientific workers began to
show interest in topics of this kind. We have to mention the
works by F.Hayek, representatives of the Austrian School of
Economics, who made “a turn to knowledge”; G.Simon who
came up with his concept of bounded rationality of economic
agents without wunlimited computational capabilities;
A.Tversky and D.Kahneman who investigated the impact of
psychological deviances and euristic capabilities on
economic behavior [21]; O.Williamson, who analyzed the
phenomenon of opportunism in economic agents’ behavior
[22]; F. Denzau and D.North, who exposed the influence on
behavior not only of formal but informal rules as well, as also
of different mental models [6]. The above papers
underpinned the strands like behavioral economics and new
institutional economic theory [20], also neuroeconomics [4,
7], “mentalism” and “behaviorism”, “informational
paradigm” [19], “information asymmetry” [1] and other
branches of theoretical thought engaged in studying the
consequences for various markets of phenomena like fashion,
crazes, gregarious behavior and other people’s peculiar
actions depending on their individual and collective qualities,
i.e. on subjective factors.

Whereas in microeconomics the scientific interest in the
subjective side of people's and companies’ activities has been
on full display and in a multitude of trends, on the macrolevel
this process is going on more slowly, up to now it is faintly
identified in form of special scientific schools. After all,
precisely in macroeconomics any life-sustaining activity is
subjectively tinged in the sense that decisions are taken
arbitrarily by concrete entities (primarily by the state and also
by civil society organizations). That is, they are not an
automatic manifestation of some objectively developing
processes. This does not mean that these decisions do not
depend on certain regularities, known or unknown to

regulating actors; however, the latter adopt them
independently and bear full responsibility for their
completion.

The mainstream of economic theory pays principal
attention to the market sphere, and, within it, to the activity
of self-sustaining and scattered actors and to regularities of
their behavior on the market. However, it is, of course,
impossible to avoid citing and cursory characterizing public
entities constantly present both in the market sphere and, in
particular, in the public sphere in form of all sorts of state-run
agencies and civil society organizations, which are gaining
momentum. But these entities are perceived as side elements
of self-reliant market, they rather disturb natural competitive
relations. For the sake of pure theory, these may be
disregarded. Nevertheless, it is impossible to evade this issue.
Honest researchers have to acknowledge that the regulating
role of public entities is of no small matter in the economy
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and the public sphere.

In the textbook by P.Samuelson (published in Russian
translation in 1992 under the title “Economics” and well-
known to Russian readers), in the author’s own words, the
principal methods of analyzing mayor facts and institutions
of modern economic life are exposed, the concept of national
income, saving and investing interaction, which determines
the purchasing power level, of population’s incomes and
employment level, «competition and monopoly forces,
which, by way of supply-and-demand mechanism, participate
in designing the structure of national income expressed in
commodities and services produced and also in their prices,
as well as the mechanism of income distribution in form of
wages, rent income, percent rate and profit» [16].

In this two-volume textbook consisting of forty-one
chapters two of them deal all about the economic role of the
state, federal taxes, local finances and budgetary
expenditures. The author mentions also the role of
governmental monetary and fiscal policy in stabilizing
business activity “on a sound level of progressive growth”,
the need for tariff protection and support of the country’s
balance of payments. Without going, at the moment, into
assessing the validity of so limited understanding of the role
of the state in regulating economic life, let us underline that
this regulation presents already not separate persons’
subjective activity, but that of competent authorities’ public
interests.

Institutionalism as contraposition to orthodox theory has
become a fleshed-out scientific trend wholly dedicated to the
study of subjective factors in human society, the economic
sphere included. R.Coase [4], M.North and other [12],
founders of institutionalism, paid attention to the key role of
habits, traditions, convictions common to a multitude of
people (nations, ethnic groups, social strata). They called
them institutions regulating human relations in everyday life
and other areas of life-activity. Along with these spontaneous,
non-formal rules of behavior, legal norms, made regular by
conformance to law and protected by the state, exist in any
society. These norms are also institutions formally
established by state entities and are binding. Thus,
institutions constitute the rules and norms, which people
consciously comply with, and, what is most important, which
are the product of subjective creativity of people themselves
and of entities they represent.

According to Institutionalists, the mighty impact
institutions exert on economic life finds its expression in
growing transaction costs, which, in the modern world, in
terms of volume, even exceed transformational costs the
companies bear in the process of immediate production. A
specific normative regulation environment people have
created with state participation in order to protect property
and general conditions of property disposition (numerous
legal services and a network of financial mediators included)
has become an inalienable and so important component of
business activity, that the idea emerged to regard this sphere
not only from the point of view of inevitable transaction
costs, but also as development potential, as increase in non-

production assets - by analogy to investments, inventiveness,
patenting and other innovations.

The Neo-institutionalists have insomuch promoted the root
ideas of their scientific school that started to apply the notion
of institutions not only to norms and rules, but also to any
entities and organizations, even to some aspects of their
activity (e.g., they mention the institution of planning,
industrial policy, etc.). This produces the impression that it is
suggested to call an institution everything thought of and
materialized in reality by human society in terms of social
arrangement of people’s livelihood.

Thus, within the entire spectrum of scientific researches,
institutionalism occupies the niche diametrically opposed to
that of economic theory classics, it concentrates chiefly on its
subjective aspects and ignores, in essence, any objective
background. But the aim of science consists not only in
describing events and facts and their classification from a
definite perspective, but also in bringing to light objective
regularities of their existence and development. Until this
becomes the kernel of institutional school, it will be, as
before, taken as “theory without a theory” as it has been
customary since its very inception.

For our research, institutionalism is of importance as
academic trend that paid attention to the subjective side of
economic life, moreover, not so much to individual actors of
market and other relations, but to multiple and various public
entities, which often play a crucial role in the life of any
socium.

3. Enhanced Academic Interest in the
Public Sphere

Unfortunately, widely recognized academic schools that
might declare themselves as researchers not only of the
market sphere, but also of the coexisting public sphere (the
latter develops according to its own laws but together with
inevitable market one, thus making a comprehensive whole)
have not yet taken shape. With this insight, modern economy
appears as a synthesis of market and public regulation [8].

Nevertheless, in economic literature a growing number of
publications appear dedicated to new approaches to conceive
processes going on precisely in the public sphere, which, in
modern economy, plays no lesser role than market relations
researched thoroughly and long ago in their theoretical and
practical dimensions. This set of issues is regarded not only
in line with the solution of current tasks linked with
overcoming stepped-up critical situations and with propping
up the falling economic growth, but also in forecasting future
development of individual countries and humanity as a
whole.

The early pioneers of the public trend in economic thought
were German Ordoliberals who developed the social market
economy theory (Soziale Marktwirtschaft). It tried to divert
from the classical interpretation of economy as exclusively
sweeping and self-sustaining market. In their view, market
itself is unable to successfully solve all economic problems,
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it becomes more efficient in case society advances goals of
social quality. In post-war Germany these ideas were
partially realized in the policy of LErhard and K.Adenauer.

Since then, interest in treating topics in market economy
connected with the role of public factors - the state in the first
place - does not only not wane, but is constantly growing.
The most available theory of this kind is the conception of
economic sociodynamics (CES) [3]. The operative motive for
its creation became the growing role of public factors in
modern economy that should be taken into consideration in
theory as well. The authors of this conception hold that
society has its own interests, which cannot be reduced to
preferences of individuals. The state as independent market
actor is spokesman of public interests. The theory of
patronized (by the state) goods [14, 15] rests upon the
fundament of Masgrave’s theory of merit goods [11] and
presents an extension of CES. An important CES component
is the enunciation of complementarity of methodological
individualism, i.e., recognition of complementarity of
individual preferences and public interests.

Extending the public issue in economic theory, the author
of the paper suggests his own treatment of its several
important premises. A typical feature of this approach
consists in singling out the public sphere of economy as an
independent research object on the ground that it develops
according to its own laws, but in tight interaction with the
unavoidable market. The principal difference of this trend
from many other consists in the fact that it does not strive to
dispose of orthodox general-theoretical statements by
counterposing their different perception within the
framework of the same generally known market paradigm.
He suggests to slightly digress from this paradigm when
regarding the specificity of the public sphere.

It is obvious for every impartial observer that economy is
not confined to market relations. Apart from the market, a
broad sphere exists in society, which is functioning according
to its own, non-market logic. In this public sphere the same
actors (physical persons and organizations) operate, they are
market actors, but behave not only the way prescribed by
methodological individualism, they are guided also by public
interests. This is primarily explained by the fact that two
contradictory fundamentals are present in a person as a
public creature: instinctive animal individualism and
acquired collectivism, i.e., the desire and capability to live in
society of his like. The actions of social sphere actors, as a
rule, do not conform to any limitations of public type, they
are limited only by existing natural and other physical
conditions they are unable to change. They can exclusively
voluntarily take into consideration objective public
development laws, if they know them. But disregarding them
inevitably leads to serious losses for society.

The public sphere actors are motivated not only by their
individual material and spiritual needs, but also by teams
interests and those of society at large, which secure their
survival and development. The public sphere is pierced
through by collectivity relations, which spontaneously
emerge among people and are also established by

organizations, which society members create to protect
common interests and carry out concerted undertakings.

The generally accepted moral rules (religious and secular
commandments) promote the creation of a public habitat
acceptable to all. Moral rules are furnished out by severe
community norms, whose observation is secured by laws and
other normative acts, which provide sanctions in case of their
infringement. Historically, it was the state embodied by
government agencies (which bring about normal life-
sustaining activity of the entire society and its individual
members) that started to carry out the functions of
introducing these norms and their enforcement.

This need appears due to the fact that people are rather
heterogenous and differ in their physical force, mental
capabilities and well-being. To avoid that those endowed
with these qualities more than others dominate over the rest,
all people had to be made equal, first and foremost, legally.
Freedom - natural for primitive people - had to be limited
with the help of community life norms by ensuring equality
of all before the law. But this turned out to be insufficient for
society’s harmonic development without excesses inevitably
surging among people because of different levels of
provision with means of subsistence. These differences had
to be smoothed out by ensuring material support for those in
need and, in this way, partially conferring the quality of
consanguineous ties to human relations. The well-known
triplicity of “freedom, equality, fraternity” has precisely this
integrating meaning.

The absolute majority of people voluntarily abide
community life rules thanks to their education in family, at
school and other public organizations. Those who ignore the
rules have to do with law-enforcement agencies, which
punish for misconduct and crimes.

The public sphere, being in principle other than the market
one, is meant to practically maintain this public order.
Individualism reigns mainly on the market, whereas the
public sphere is predominantly regulated by collective spirit.
Consequently, when studying real life of society, it is
necessary to proceed from methodological dualism, i.e., the
inevitable junction of individualism and collectivism.

4. The Characteristic of the Public
Sphere and the Role of the State

4.1. Main Features of the Public Sphere

Institutionally, the public sphere comprises entities of
government administration, defense, law and order, welfare
protection, public health services, education, science, culture.
These structures are practically engaged in securing a safe
and full-on life of citizens and the whole society. Although
the public sphere functions chiefly not according to market
laws, market criteria are also applied here, but mainly to
optimize society’s expenses needed to reach the goals set by
regulating bodies at their own choosing, in a best-case
scenario with citizens’ participation and with regard to the
entire conjunction of scientific knowledge.
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The specificity of the public sphere consists also in the fact
that it is structured according to the subordination principle,
which implies the existence of the leading center with its
regulating function aimed primarily at maintaining
reasonable existence conditions in society of all its members.
This function is realized with differing efficiency level, but
has to reach the main goal: to ensure survivance of the
socium and eliminate threats of its disruption by destructive
forces not willing to comply with established community life
rules.

The general characteristic of the public sphere in its broad
meaning - as a special area of public regulation - refers also
to economy, where it is notable for its specificities. Economic
regulation is carried out primarily by governmental impact on
market relations in order to exclude or anticipate “market
failures” leading to serious material losses, which particularly
result from periodical overproduction crises or financial
cataclysms. This refers not only to harmonizing interpersonal
relations but also to straightening out constantly emerging
economic and social problems. These cannot be resolved by
the market itself, because it produces these problems
constantly due to short-term efficiency criteria in force on the
market. Issues relating to changes in the sectoral structure of
economy and economic growth acceleration can find a
solution only in the long run and often contrary to
momentary market logic. This work can be done arbitrarily
by the state only, by applying accumulated world experience
and scientific knowledge of macroeconomic development.

4.2. The Enhancing Role of the State

The liberal perception of the state as “night watchman”
minimally interfering in economic life is inconsistent with
the perception of the public sphere as an independent area
(along with the market) of people’s life-sustaining activity; to
study the public sphere it is necessary to be guided by
methodological  collectivism, because methodological
individualism does not suit here since it disagrees with
existentialist needs of society as such. Society consisting of
individuals (like a forest consisting of separate trees) is able
to exist only on condition it preserves the commonness of its
integrating elements bound to correspond to their
environment and develop under its impact. For human
society this environment is created under the impact of
community spirit, which provides for its survival. The
collective spirit is produced not on the market, but only in the
public sphere, by constantly struggling against every person’s
inborn individualism, particularly against those in whom this
human primordium prevails and makes them selfish.

The economic functions of the state emerged
simultaneously with those securing internal law and order
and external defense capacity; to attain these it was necessary
to collect taxes and set up a corresponding infrastructure.
With state functions expanding, the array of tools for their
economic provision was becoming broader. But the function
of regulating economy itself evolved gradually as a separate
area of society’s self-sustaining activity. First of all, the need
appeared to amend unfavorable market processes leading to

various problems, which appeared in the public sphere and
gave rise to critical situations in production and financial
area. Then the state got engaged with issues connected with
the general process of economic development — a process the
market itself is unable to change rapidly due to inertness of
processes on the market. This necessity appears if sectoral
and technology structures become archaic, if the scientific-
technical potential lags in its development and economic
growth decelerates. Government intervention in these
problems becomes particularly topical in globalization era,
when many countries and their native businesses cannot
compete on equal terms with leading countries and big
transnational corporations on international and even domestic
markets because of excessive openness of the latter.

The state activity area is mainly macroeconomy with its
objective laws of functioning, which differ from market
regularities of microeconomy, where self-sustaining
enterprises (companies and their different alliances) are
functioning. The state has an entire arsenal of means and
methods at its disposal to impact on economic processes. The
most widespread ones are monetary and fiscal policy, which
produces an adjusting and governing effect on economy as a
whole and on its separate sectors, microlevel included.

An ever-greater role plays the state budget in exerting a
regulating impact on the current trend of economic
development in form of both budgetary means distribution
and formation on the basis of taxes and levies. Almost all
states, in no lesser degree than private business, are funding
the science and research sector. Moreover, they create
favorable economic conditions to introduce research and
development applications into production with tax
allowances and price subsidies made available. Only in this
way have the United States managed to introduce the so
called “shale revolution” and secured, on the account of
budgetary means, the competitiveness of more production-
costly oil and natural gas extracted in shales. Northern Sea
basin countries and the European Union act exactly in the
same way by intentionally pursuing the policy of transition to
renewable energy resources, their production by wind
turbines and solar power plants is heavily subsidized by the
state budget. Practically all countries are compelled to
subsidize agriculture not because of high agricultural
production costs and those of surface infrastructure
development of the countryside, but also to support
competitive national production as compared to foreign
counterparts.

Globalization made many countries turn to perfecting the
sectoral and production structure of their economies.
Traditional sectors lose their competitiveness owing to the
fact that new types of high-tech products appear. Obsolete
productions have to be closed, more modern ones have to be
developed, which is impossible without governmental
support. It is thanks to targeted governmental programs that
the so called “Asian tigers” (a series of South-East Asian
countries) managed, in a short time, to start producing
automobiles and domestic electronic equipment and ensured
their large-scale export.
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The state is compelled to get more and more engaged in
problems connected with supporting and accelerating
economic growth. This is required not only because of the
need of new job creation and advance of population’s living
standard, but also because of growing international
competition, which makes it necessary for countries to
participate in the general race for survival and for “the best
place under the sun”. Business itself, even the very big one,
is unable to successfully respond to new challenges, it needs
governmental support.

The development of modern economy requires not only
current regulation, but also long-time planning when
implementing socio-economic strategies. For a very long
time already several big countries have been practicing
indicative planning which sets nationwide goals, whose
attainment is ensured mainly by indirect means from the
arsenal of monetary, tax, budgetary and credit policy. This
planning is sufficient in countries, which successfully
develop in an evolutionary way, that is they are in no need of
radical and quick transformations. This kind of planning is
obviously insufficient for countries, which, as Russia, face
tasks linked with changing the sectoral structure of economy,
with innovative renewal of its production potential, with
economic growth acceleration, and solution of multiple social
problems. These countries are in need of complex planning
that embraces nation’s economy and takes into account the
entire variety of links existing between their principal
components and their probable changes. Planning should be
not of optional, but of binding character in the sense that
fulfillment of tasks set should be made sure in due time. In
contrast to soviet directive planning, it can be based on
voluntary participation of business in realizing big nation-
level projects by applying the form of public-private
partnership, which provides for joint shared financing,
preferential taxation and crediting, new products distribution
on the home market guaranteed by the state, and most-
favored nation treatment for export.

If in the public sphere all participants behave exclusively
at their own choosing, i.e., absolutely subjectively, it is
necessary, in conclusion, to answer the question whether
objective regularities work there. In the market sphere these
laws exist, they make for the underlying trends that reflect
general tendencies in multidirectional efforts undertaken by a
multitude of actors. It is predictable to assume that similar
regularities function in the public sphere as well. As far as
relations between individual people are concerned, who
combine, to a different extent, individualistic and
collectivistic strivings, the general trends in society represent
also the resulting impact of certain equally effective forces
that reflect the prevailing role of these or other layers or
long-established  population  groups. However, the
overwhelming trends are, nevertheless, collectivistic ones.
Otherwise, society could not have existed and developed,
because it would have simply disintegrated under the impact
of mass egoistic strivings.

A rational and responsible state power should be guided by
public development laws it is aware of, including those

related to macroeconomy, when regulation of the economic
sphere is in view. This raises a vital demand to economic
science not to confine itself to the study of market relations,
but also pay the same careful attention to processes going on
in the public sphere. In this field theoretical discoveries are
still to be made. Discoveries, undoubtedly helpful for state
regulation practice of economy in any country, in Russia in
particular, since it experiences a pressing need for economic
growth acceleration, production structure modernization and
pending social problems solution.

5. Conclusion

In economic science an unproportionally important place
is granted to the problem of market in prejudice of non-
market relations, which, nevertheless, remain deciding in the
development of human society. In country economies the role
of state regulation is increasing, it sets the main development
goals, to attain them it mobilizes budgetary financial
resources exceeding in some cases 50% of GDP volume. All
this makes us cast a different look at the role of public factors
in society, economy included, which in our time does not
reduce itself to market relations only, but also involves its
immanent non-market, public sphere.

This problem is examined in the paper from the
perspective of correlation between objective and subjective
factors in the economy. The market sphere is regulated
mainly by objective laws. which align people’s subjective
actions. In the public sphere, by contrast, the decisive role is
played by subjective notions linked with public interests,
beneficial or harmful intentions, aims and ways of future
development.

The author’s characteristic of the public sphere is
presented, the role of the state in market economy is
specified, the principle of methodological dualism
(combination of individualism and collectivism) in
economic theory is upheld. Clarifying these points allows
to move to a new level of theoretical generalizations and
may give a fresh impetus for practical transformations in
many countries.
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