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I would like to acknowledge with gratitude the generous devo-
tion of time and effort that each of the contributors has given to
this volume. Their response and cooperation have made this work
possible. T am grateful to my husband for his invaluable assistance
in the preparation of the manuscript. Thanks is also due to Miss
Vernelia Crawford for her contribution of the index,

Professor Ropke’s paper on “The Place of Economics Among the
Sciences” originally appeared in the July 1953 issue of Studium
Generale, Springer, Berlin, Gottingen, Heidelberg. Mr. Hazlitt’s
review of Dr. von Mises’ book on Socialism first appeared in The
New York Times on January 9, 1938, and his review of Human Ac-
tion in Newsweek on September 19, 1949. I would like to thank
their editors and publishers for the permission to reprint these pa-
pers.

M.S.






Ludwig von Mises

If Carl Menger may be called the father of the Austrian School of eco-
nomic thought, Ludwig von Mises was his most famous descendant. Since
the beginning of the first decade of this century, it was he who combined and
greatly developed the economic teachings of Menger, Béhm-Bawerk, and
Wieser. But while his great predecessors lived and wrote at a time in which
the growing forces of socialism and interventionism were just gathering to
assault the capitalist social and economic order, Ludwig von Mises wit-
nessed their offensives and triumphs. Surrounded by hostile forces and
often alone, he refused to surrender. With his great courage and power of
reasoning he counterattacked, always bearing the brunt of the battle. For
more than a half century he was the rallying-point for the forces of freedom
and free enterprise, and for the courageous remnants of liberalism.

Ludwig von Mises was born on September 29, 1881, in Lemberg in
what was then Austria-Hungary. Together with his younger brother Rich-
ard, who lived to become a great mathematician, he received a therough
education. From 1892 to 1900 he attended the “Akademische Gymnasium™
in Vienna to prepare himself for the university. Upon graduation he studied
law and economics at the University of Vienna. On February 20, 1906, the
University conferred upon him the degree of Doctor of Law and Social Sci-
ences, or, as the traditional Latin title goes, of Both Laws, i.e., of Roman
and Canon Laws. In commemoration of this event in the life of Ludwig von
Mises some of his friends and disciples prepared this volume, the title of
which indicates his greatest concern: freedom and free enterprise.

After a short occupation with the administration of justice, his increas-
ing interest in social and economic matters induced him to accept the posi-
tion of economic adviser of the Austrian Chamber of Commerce. For al-
most thirty years he endeavored to stem the tide of interventionism and so-
cialism from this post, until Austria became a part of the German Reich.

vii



viii LUDWIG VON MISES

And for more than two decades he taught economics at the University of
Vienna until he left for Geneva, Switzerland, to become professor of inter-
national economic relations at the Graduate [nstitute of International Stud-
ies.

The political and economic world changed rapidly and materially dur-
ing this period. The forces of interventionism and economic nationalism
gnawed at the foundation of the Austro-Hungarian monarchy which had
united the smaller nations in Central Europe and on the Balkan Peninsula in
peaceful coexistence and cooperation. Undermined and weakened by the
ideology of interventionist dissension and conflict, the Union finally col-
lapsed on the occasion of its military defeat in World War I. Ludwig von
Mises witnessed this grave hour of his nation as a captain of the Austrian
artitlery.

As early as 1912 Dr. von Mises had vigorously opposed those doctrines
whose application was bound to destroy Austria-Hungary and peace and
prosperity in Europe. In his book on the Theorie des Geldes und der
Umlaufsmittel he exploded the most important economic element in the ris-
ing ideology of destruction: inflationism. His inquiry into a field which his
predecessors had largely neglected drew upon it passionate attacks by the
advocates of government spending and omnipotence. But the events during
the ensuing decades bore out the validity of his keen criticism. His book is
today as revealing and significant for the student of political and economic
phenomena as it was more than eight decades ago.

At the end of World War I collectivism triumphed in large parts of Eu-
rope. Nationalism and socialism were the accepted ideologies, and liberal-
ism and capitalism were decried as the sources of all vice and evil. To
Ludwig von Mises these notions merely constituted “a revolt against rea-
son” and a denial of two hundred years of economie thought. In his two
books, Nation, Staat und Wirtschaft, which is a statement of his liberal
convictions and a devastating analysis of collectivism, and in Die
Gemeinwirtschaft, which is a comprehensive critique of socialism, he un-
compromisingly attacked and rejected the prevailing ideologies and their
disastrous application by governments. In nearly every respect he ran counter
to the mainstream of contemporary thought.

In Austria he fought a losing battle. In spite of his prodigious labor and
relentless counterattacks, the cause of freedom and free enterprise failed to
hold its ground. In 1934 he left for Geneva to occupy a chair at the Gradu-
ate Institute of International Studies. In the Swiss atmosphere of peace and
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serenity he observed the rise of nationalist-socialist Germany and the out-
break of World War 11, It was at this time that Professor von Mises wrote
his magnum opus, Nationalékonomie; Theorie des Handelns und
Wirtschaftens, which is a comprehensive treatise on economics. Its revised
American edition is known under the title Human Action. His disciples hail
it as “the most uncompromising and most rigorously reasoned statement of
the case for capitalism that has yet appeared.” For a theoretical treatise of
its size it has attained a remarkable circulation,

In 1940 Ludwig von Mises immigrated to the United States where he
had spent some time twice before. In 1926 he was a visiting professor
sponsored by the Laura Spelman Rockefeller Foundation and in 1931 he
had attended the Congress of the International Chamber of Commerce in
Washington, D.C. Now he came to stay and make America his country of
choice. In 1945 he joined the faculty of the Graduate School of Business
Administration of New York University as a “visiting professor,” a position
he held until his retirement in 1969, Here a new generation of young Ameri-
can disciples gathered for discussions and sought inspiration and guidance.
He reached many more students through his books which continue to speak
to us, teach us, and comfort us. He opened his heart to readers everywhere
in his Bureaucracy (1944), Omnipotent Government (1944}, Planning for
Freedom (1952), The Anti-Capitalistic Mentality (1956}, Theory and His-
tory (1957), The Ultimate Foundation of Economic Science (1962). The
silent influence of these books is a mighty power in the world today.

There was no place for him in the huge world of American higher edu-
cation, no office or position of esteem, no full professorship, only a “visiting
professorship” sponsored by the William Volker Fund in Burlingame, Cali-
fornia. He was permitted to lecture at New York University provided the
tuition his numerous studenis paid accrued to the university. The only sala-
ried position he ever held in the United States was that of “economic ad-
viser” to Leonard Read's Foundation for Economic Education. He served it
faithfully and brilliantly from its inception in 1946 to his death in 1973,

Since the disintegration of the Communist empire the name and fame of
Ludwig von Mises have grown prodigiously. It was he who first saw the
irreconcilable conflicts and contradictions of the socialist order, its inability
of economic calculation and rational operation. He did not tire of calling
attention to the sophistry and errancy of the socialist body of thought. He
lectured at universities and other learned institutions in Great Britain, Ger-
many, the Netherlands, France, Ttaly, Mexico, and Peru. Indeed, throughout
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his long life he incessantly exerted his great strength and ability that the
truth might be known.

Ludwig von Mises passed away on October 10, 1973, at the age of 92.
His inseparable companion and indefatigable collaborator since the days of
Geneva, Margit von Mises, followed him in death on June 25, 1993, eight
days before her 103rd birthday. Most of the authors who in 1955 collabo-
rated in the preparation of this Festschrift have since then departed this life.
Yet their observations and perceptions are as pertinent today as they were
forty years ago. With constancy and courage they stayed the course which
he had laid out.

Mary Sennholz
July 25, 1994



Professor von Mises’ Most
Important Writings

Theorie des Geldes und der Umlaufsmirtel, 1912, 1924, English translation:
The Theory of Money and Credit, 1934/1935, 1953, 1980. Also trans-
lated into Spanish (1936, 1961), Japanese (1949, 1980), and Chinese (1969).

A path-breaking application of the subjective marginal utility theory to
money with an explanation of “cyclical” economic fluctuations.

Nation, Staat und Wirtschaft, 1919. English translation: Nation, State and
Economy, 1983.
A discussion of statism and the relative influences of the ideological/
cultural unit (the nation), the legal/political unit (the state), and the market
(the economy).

Die Gemeinwirtschaft: Untersuchungen iiber den Sozialismus, 1922, 1932,
1981. English translation: Socialism: An Economic and Sociclogical
Analysis, 1936, 1951, 1969, 1981. Also translated into French (1938),
Spanish (1961, 1968, 1989) and Italian {1990).

A detailed analysis of all aspects of socialism, including the reasons
why econontic calculation is not possible in a socialist society.

Liberalismus, 1927, English translation: The Free and Prosperous Common-
wealth (1962), Liberalism (1978, 1985). Also translated into Swedish
(1930), Spanish {1977, 1982}, Portuguese {1987}, and Polish (1989).

A powerful statement of government’s role in the classical liberal soci-
ety.

Geldwertstabilisierung und Konjunkiurpolitik, 1928. English translation in-
cluded in On the Manipulation of Money and Credir (1978). Also trans-
lated into Italian (1935).

An analysis of credit expansion and its consequences.
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Xii VON MISES” MOST IMPORTANT WRITINGS

Kritik des Interventionismus;, Untersuchungen zur Wirtschafispolitik und
Wirtschaftsideologie der Gegenwart, 1929, 1976, English: A Critique of
Interventionism, 1977, Also translated into Portuguese (¢ 1987).

A collection of essays criticizing Buropean interventionism of the 1920s.

Die Ursachen der Wirtschafiskrise, 1931. English translation included in On
the Manipulaiion of Money and Credir, 1978, Also translated into Dutch
(1933) and Spanish in Libertas (1986).

An explanation as to why the “great depression” persisted.

Grundprobleme der Nationalokonomie, 1933, English: Epistemological Prob-
lems of Economics, 1960, 1981. Also translated into Italian (1988).
A compilation of essays on basic economic theory, a priori theorems,
value, methodology, ete.

Nationalskonomie; Theorie des Handelns und Wirtschaftens, 1940, 1980.
A wide-ranging analysis of human action and economics, the German-
language predecessor to Mises™ great work, Human Action.

Omnipotent Government, 1944, 1969, 1985. Also translated into Spanish
{1946), French {1947). Partial manuscript published in German (1978).
Mises uses Hitler’s National Socialist state and World War IL to illus-
trate the rise of total state and total war.

Bureaucracy, 1944/1945, 1962, 1969, 1983, Translated into French (1946),
Spanish (1951, 1969, 1974), and Greek (1988).
A clear explanation of the fundamental difference between bureaucratic
management and profit-and-loss management.

Human Action, 1949, 1963, 1966, 1985, 1990, Translated into Italian {1959),
Spanish (1960, 1968, 1980, 1986), Chinese (1976/7, 1991), French (1585),
Portuguese (1990), and Japanese (1991).

Mises’ magnum opus; a comprehensive, systematic treatise on the sci-
ence of human action, praxeology, epistemology, economics, and social
philosophy.

Planning for Freedom, and Other Essays and Addresses, 1952, 1962, 1974,
1980. Translated into Spanish (1986).
Includes “Profit and Loss™ (1951).
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The Anti-Capitalistic Menialiry, 1956, 1966 (Conservative Book Club’s Oni-
nibus Volume 6), 1972, 1990. Also translated into Spanish (1957, 1961),
Swedish (1857), German (1958, 1979), Italian (1988), Portuguese (1988),
Polish (1991), and Russian (1992),

Capitalism is widely misunderstood and rejected, Mises argues, be-
cause influential intellectuals, who see entreprencurs succeed while they
fail, hold capitalism to blame.

Theory and History, 1957, 1969, 1984, 1985, Also translated into Chinese
{1971} and Spanish (1964, 1975).
Contrasts economics (praxeology), based on reason and logic, with
history, based on understanding. Criticizes Marx and his dialectical mate-
rialism.

The Ulrimare Foundation of Economic Science: An Essay on Method, 1962,
1978, Also translated into Chinese (1969} and Japanese (1969),
An explanation of the basic a priori axioms of economics and episte-
mology; a critique of positivism.

Posthumeus Publications

Notes and Recollections, 1978. Transcribed from Mises' handwritten (1940)
German manuscript. Published in German, 1978.
Mises’ intellectual autobiography: describes his economic and politi-
cal life in Vienna between the two World Wars.

On the Manipulation of Money and Credit, 1978,
Includes English translations of Geldwertstabilisierung und
Konjunkturpolitik (1928) and Die Ursachen der Wirtschafiskrise (1931).

Economic Policy: Thoughts for Today and Tomorrow, 1979,
Translated into Japanese (¢ 1980), Spanish (1981), French (1983),
German (1983), Greek (1984), and Portuguese (1985).
Six 1959 lectures; fairly simple explanations of capitalism, sociaiism,
interventionism, inflation, foreign investment, and the role of ideas.






Notes on the Contributors

Carlo Antoni

Born at Trieste in 1896. Disciple of Benedetto Croce. As commissioner for
foretgn cultural relations from 1944 to 1947, he re-established cultural exchange
with the United States, France, and England. Member of the National Council
and secretary of the Council for Foreign Affairs from 1946 to 1947. Professor at
the Untversity of Padua and from 1946 to 1957 taught philosophy of history at
the University of Rome. Associate founder of the Mont Pélerin Society, member
of the Accademia Nazionale dei Lincei, Einaudi Prize for philosophy, vice-presi-
dent of the Italian Association for the Liberty of Culture, member of the Superior
Council of Public Instruction. Professor Antoni died in 1958,

Works: Dallo storicismo alla sociologia, 1940; La lotta contro la ragione,
1941, Considerazioni su Hegel e Marx, 1946; Commento a Croce, 1955,

Faustino Ballvé

Born in Barcelona, Spain, in 1887, He studied juridical and economic s¢i-
ence at the universities of Barcelona, Madrid, Berlin, and London. From 1915 to
1936 Dr. Ballvé practiced international and corporate law in Barcelona. Member
of Parliament of the Spanish Republic. In 1939 he immigrated to France and in
1942 from there to Mexico City, where he was an attorney at law and professor of
economics at the Technological Institute, Dr. Ballvé, was acknowledged the fore-
most representative of liberalism and adherent of the Austrian school of thought
in Mexico. Until his death in 1958 he served as chairman of Atenco Libertad and
was a member of the board of Instifuto de Investigaciones Sociales y Econémicas.

Among his numerous writings are: La teoria juridica del delito segiin Beling,
Madrid, 1912; El socialismo y la guerra, Editorial Estudio, Barcelona, 1915;
Spanien als Betdtigungsfeld fiir Fremdenhandel und -industrie, Baedeker, Ber-
lin, 1924; “Spanishes Recht” in Europabuch der Rechisanwdlte und Notare,
Salaban, Berlin, 1926; Funcicn de la tipicidad en la dogmdtica del delito, Mexico,
1951; Metodologia Juridica, Ediciones Botas, Mexico, 1955; Economia en diez
lecciones, Instituto de Investigaciones Soc. y Economicas, Mexico, 1955; La Cri-
sis de la Liberfad, Mexico, 1956.
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Louis Baudin

Born in Brussels, Belgium, in 1887, Doctor of Juridical Science, Professor
at the Faculté de Droit and Ecole des Bautes Etudes Commerciales in Paris. Mem-
ber of Conseil supériewr de 1’Education Nationale; president of Association
francaise de science économique; member of Institut de France.

Officer of the French Legion of Honour. Doctor “honoris causa” of several
foreign universities. Professor Baudin died in 1964,

Among his numerous writings are:  Manuel d’économie politique in two
volumes, presently in 7th edition; Précis d'histoire des doctrines écononiques,
in 4th edition; Le Systéme non réglementé des relations économiques
internationales, also translated into English; Le corporatisme, 2nd edition; L' aube
d’un nouveau libéralisme; Le crédil-La monnaie et la formation des prix, 2nd
edition; La monnaie, 4th edition, also translated into Spanish and Portuguese; Le
mécanisme des prix, also translated into Spanish; L'empire socialiste des Incas,
3rd edition, transiated into Spanish; La vie de Frangois Pizarre; Les Incas du
Pérou, 3rd edition, transiated into German; La vie quotidienne au temps des
derniers Incas.

Percy L. Greaves, Jr.

Born in Brooklyn, N.Y, in 1906, Mr. Greaves received a B.S. degree in
Business Administration from Syracuse University in 1929, did graduate work in
economics at Columbia University and New York University, and in 1983 was
awarded an honorary Doctorate of the Social Sciences from the Universidad Fran-
cisco Marroquin in Guatemala. His business experience was largely in advertis-
ing and public relations research in the United Siates and abroad, From 1943 to
1945 he served as Associate Research Director with the Republican National
Commniittee, from 1945 to 1946 as Chief of the minority staff of the Joint Congres-
sional Committee for the Investigation of the Pearl Harbor Attack, and in 1947
with the U.S. House of Representatives Committee on Education and Labor as
cormnmittee expert for the preparation and passage of the Tafi-Hartley Law. After
1948 he was a free-lance research economist, writer, and histosian, leciuring widely
in the United States and abroad. He was Economic Adviser to the Christian
Freedom Foundation and columnist for its publication, Christian Economics, from
1950-1958 and Armstrong Professor of Economics at the Unsversity of Plano,
Texas, from 1965-1971. In 1980, he was the American Party candidate for U.S.
President.  Mr. Greaves died in 1984,

Works: Operation Immigration, Y947, Understanding the Dollar Crisis, 1973,
1983; Mises Made Easier: A Glossary fo Mises HUMAN ACTION, 1974; Co-
author of Perpetual War for Perpefual Peace, 1952, Author of many articles on
economics, politics, and public affairs.



NOTES ON THE CONTRIBUTORS 3

F. A, Harper

Born in Middleville, Michigan, in 1905, He received his B.S, from Michi-
pan State College in 1926, and his Ph.D. from Comell University in 1932, From
1928 until 1946 Dr. Harper taught ecenomics and marketing at Corneli Univer-
sity. From 1930 io 1931 he served as research field agent for the Federal Farm
Board and in 1934 as business analyst for the Farm Credit Administration. He
was acting head of the Department of Agricaltural Econoniics at the University
of Puerto Rico in 1937, In 1946 he became the economist for the Foundation for
Economic Education and remained on s staff until 1958. In 1963 he launched
his own foundation, the Institute for Humane Studies, at Mento Park, California,
and served as its president until his death m 1973,

Armong his numerous writings are: Crisis of the Free Market, 1945, Liberty:
A Path to its Recovery, 1949 (second edition, 1993); Inflation, 1931; Morals and
the Welfare State, 1951; Sequoyah: Symbol of Free Men, 1952; Gaining the Free
Market, 1952, Contributor of articles to professional journals.

¥. A. von Hayek

Born in Vienna, Austria in 1899, He acquired doctorates in law and eco-
nomics at the University of Vienna. In 19206, after four years in the Austrian civil
service intertupted by a year of graduvate study in New York, he became director
of the Austrian Institute of Economic Research, newly founded by Ludwig von
Mises, Hayek also taught economics at the University of Vienna. In 1931, he
was appointed Tooke Professor of Economic Science and Statistics at the Univer-
sity of London. He became a British citizen. In 1947, he was instrumental in
founding the Mont Pglerin Society, an international society of economists, busi-
nessmen, and intellecinals interested in free market ideas, In 1950, Hayek ac-
cepted an invitation from the University of Chicago o become Professor of Social
and Moral Science in the Committee on Social Thought, where he taughi until
1962. He then returned to Europe where he taught, first at the University of
Freiburg {Germany), briefly at the University of Salzburg {Austria}, then once
more in Fretburg. He became a Fellow of the British Academy, was awarded the
Nobel Prize in Economics in 1974, the Medal of Freedom by U.S. President Bush
in 1991 and the Companion of Honour by the Queen of England at the instigation
of Prime Minister Thatcher in 1984. In addition to his books and many articles,
he edited Collectivist Economic Planning {1935) and Capitalism and the Histo-
rians (1954). He was residing in Freiburg when he died in 1992.

Works: Prices and Production, 1931; Monetary Theory of the Trade Cycle,
1933 (German, 1929); Monerary Nationalism and International Stability, 1937,
Profits, Interest, and Investment, 1939, The Pure Theory of Capital, 1941; The
Road to Serfdom, 1944, Individualism and Economic Ovder, 1948, The Counter-
Revolution of Science, 1952; The Sensory Order, 1952; The Constitution of Lib-
erty, 1961, Studies in Philosophy, Politics and Economics, 1967; Choice in Cur-
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rency, 1976, Denationalisation of Money, 1976; New Studies in Philosophy, Poli-
tics, Economics, and the History of Ideas, 1978; Law, Legislation and Liberty (3
volumes), 1973, 1976, 1979; The Fatal Conceit, 1988; The Trend of Economic
Thinking, 1991; The Fortunes of Liberalism, 1992,

Henry Hazlitt

Born in Philadelphia in 1894. Mr Hazlitt started his editorial career in 1913
as a member of the staff of the Wall Srreer Journal. He became successively a
financial editor, a literary editor and editorial staff writer with the New York Evening
Post, the New York Evening Mail, the New York Herald, The Sun, The Nation, the
American Mercury, The New York Times, and The Freeman. In 1946, Mr. Hazlitt
became Associate Editor of Newsweek and from 1946 to 1966 he wrote its “Busi-
ness Tides” column, From 1966-1969 he was a columnist for the international
Los Angeles Times Syndicate. Mr. Hazlitt was a founding Trustee of the Founda-
tion for Economic Education. He was awarded honorary Doctorates by Grove
City College and the Universidad Francisco Marroquin in Guatemala. In addi-
tion to the books and many articles he wrote, he also edited A Practical Program
Jfor America (1932), The Critics of Keynesian Economics (1960) and, with his
wife, Frances, The Wisdom of the Stoics: Selections from Seneca, Epicterus and
Marcus Aurelius, 1984, He died in 1993 at the age of 98.

Works: Thinking as a Science, 1916; The Way to Will Power, 1922; Instead
of Dictarership, 1933; The Anatomy of Criticism, 1933; A New Constitution Now,
1942; Economics in One Lesson, 1946; Will Dollars Save the World? 1947; The
Great Idea, a novel, 1951; reissued in 1966 as Time Will Run Back; The Free
Muan's Library, 1956; The Failure of the “New Economics”: An Analysis of the
Keynesian Fallacies, 1959; What You Should Know About Inflation, 1960; The
Foundations of Morality, 1972, Man vs. the Welfare State, 1973; The Conguest of
Poverty, 1986; The Inflation Crisis, and How to Resolve It, 1983, From Bretton
Woads to World Inflation, 1984; The Wisdom of Henry Hazlitt, an anthology pub-
lished by the Foundation for Economic Education in 1993,

W. H. Hutt

Born in London in 1899. He attended the London School of Economics and
after graduation took employment in business. In 1928 he was appointed profes-
sor of commerce at the Universily of Capetown, South Africa, where he served as
dean of the Faculty of Commerce from 1931 to 1965. After his retirement from
Capetown he served as Visiting Professor of Economics at the University of Vir-
ginia, Visiting Research Fellow at the Hoover Institution at Stanford University,
Distinguished Visiting Professor of Econontics at California State University, and
Distinguished Professor Emeritus at the University of Dallag, Professor Hutt died
in June of 1988.
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Works: The Theory of Collective Bargaining, 1930; Economists and the
Pubiic, 1936; The Theory of Idle Resources, 1939; Plan for Reconstruction, 1943,
Keynesianism—~Retrospect and Prospect, 1963; The Economics of the Colour
Bar, 1964; Neo-Keynesian and Academic Freedom, 1966; Politically Impos-
sible...?, 1975; The Strike-Threat System, 1973; The Rehabiliration of Say'’s Law,
1975; Individual Freedom, 1975; The Keynesian Episode: A Reassessment, 1979.
Many articles in professional journals.

Bertrand de Jouvenel

Born in Paris, France, in 1903, Mr. de Jouvenel was the descendant of a
famous family which gave France noted statesmen and writers. He studied math-
ematics and law. After graduation he entered French politics, but he soon discov-
ered that his heart lay with journalism. In the following years he became an
active reporter on international affairs. In the latter part of World War II he took
refuge in Switzerland where he completed his great work Du Pouvoir, a keen
analysis of totalitarianism. In 1947 he was called to the University of Manchester
where he lectured on society and sovereignty. He became known for his reports on
the current scene to English, American, and French periodicals. Mr. de Jouvenel
died in Paris in 1987.

Among his many writings are: The Crisis of American Capitalism, 1933;
Problems of Socialist England, 1946; Du Pouvoir, 1945, published in English,
Gn Power, in 1948; Ethics of Redistribution, 1951; The Political Good, 1955;
Sovereignty, 1957.

L.M. Lachmann

Born in Berlin in 1906. Dr. Lachmann studied at the University of Berlin
where he graduated in 1930. He emigrated to the United Kingdom in 1933 and
completed a degree of M.Sc.Econ., University of London in 1935, From 1938-
1940 he held the Leon Research Fellowship of the University of London and was
appointed assistant lecturer on the staff of the University College, London, in
1941, From 1943-1948 Professor Lachmann was acting head of the Department
of Economics and Commerce of the University College, Hull. He was appointed
professor of economics and head of the Department of Economics and Economic
History at the University of the Witwatersrand, Johannesburg, South Africa, in
1948. In 1972 Lachmann became Professor Emeritus, and spent a substantial
part of the subsequent fifteen years as a visiting Research Professor in the Aus-
trian Economics Program at New York Universily. At his eightieth birthday in
February 1986 Professor Lachmann was presented a Festschrift (Subjectivism,
Intelligibility, and Economic Understanding, New York University Press, 1986).
In December of 1990 Professor Lachmann passed away in Johannesburg, South
Africa, just weeks short of his 85th birthday.
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Works:  Ecoromics as a Social Science, 1950; Capiral and lis Structure,
1036, The Legacy of Max Weber, 1971, Macro-economic Thinking and the Mar-
ket Economy: An Essay on the Neglect of the Micro-Foundations and Its
Consegences, 1973, Also many essays and articles in professional publications.

Fritz Machlup

Born in Wiener Neustadt, Austria, in 1902, In 1923 he received a Ph.D.
degree from the University of Vienna. Dr. Machiup lectured at the Volkshochschule
in Vienna from 1929 to 1933 and then came to the United States as a research
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The Intransigence of
Ludwig von Mises'

by Jacques Ruerr

(from the French by George D. Huncke)

LUDWIG von Mises is a rara avis
in this twentieth century of ours, for he considers reason a valid and
efficacious instrument even in the study of questions that concern
economics. According to him, “any given social order was thought
out and designed before it could be realized . . . any existing state
of social affairs is the product of ideclogies previously thought out
.+ . action is always directed by ideas.” *

The very title of his great book, Human Action, is in and of itself
both an affirmation and a denial. It indicates what, for its author,
constitutes the real economic problem, which is raised by the be-
havior of men with respect to the things they desire~the things
called wealth. And it shows that the real economic problem is
completely encompassed within the study of such hehavior; that it
does not consist only in an analysis “of objective processes taking
place quite independently of human will.” ? -

Mises considers social organization to be dependent upon and in
conformity with the very ideas that inspire it. It is merely a system
of ways and means for attaining certain ends. He is convinced that
the vast majority of people concur on the ends. Hence the economic

1 Le refus de Ludwig von Mises.

2 Ludwig von Mises, Human Action. Yale University Press, New Haven, 1949,
p- 188

8 Stalin, Les problémes économiques du socialisme en U.5.8.R., Ed. Sociale, p. 4.
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problem is only that of choosing the means by which men can
achieve, effectively and at the lowest cost, the results desired.

This problem constitutes an object of science and is open to only
two kinds of solution—those which are effective, and those which
are not. Reason—and only reason—enables us to choose between
them. “Man has only one tool to fight error: reason.”* It is the
task of the economist to tell the politician which system he must
set up in order to give men what they want, and not the very
opposite.

Such an attitude on the part of Mises sets him apart from other
economists. Most of his colleagues take the social structure as a
fact that cannot be changed in any respect by the will of men. The
Marxists explain it as a revelation of history. The non-Marxists
look upon it as the inevitable product of a technical evolution which
has given rise to a capitalism of large units, and to monopolies, car-
tels, and trusts. Marxists and non-Marxists alike ascribe to our
modern economies a rigidity which makes them almost completely
immune to the price mechanism.

For both groups any doctrine basing the establishment and main-
tenance of economic equilibria on price movements is false, fruit-
less, and outdated. According to them, it is the task of the economist
to discover the proper processes that guarantee economic order
without resorting to spontaneous regulation. The sum total of these
processes constitutes the new science of economics, which is re-
quired by the actual state of the world in which we live.

It is true—nor does Mises deny it—that our contemporary econ-
omy is more rigid than that which existed before employers
associations and labor unions had regimented a large part of the
forces of production.

The essential thing, however, is that the present inelasticity of
our societies is far more the result of their institutional character
than it is of the nature of the techniques applied.

It is institutions established by men and wanted by them that
immobilize prices, salaries, and rates of interest, It is the same insti-
tutions that lend their protection, without which the oligopolies or
monopolies in their quasi-totality could never exist.

If, then, such institutions are wanted by men, it is because the
economists have failed to convince them that these institutions are
leading and must lead to results diametrically opposed to the ones
desired and expected to be attained, In actual fact, the character-

4 Ludwig von Mises, Ibid., p. 187.
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istic rigidity of most contemporary economies, and particularly of
several economies, has been made possible only by the silence of
the economists. Had they but shed a revealing light on the social
consequences that such rigidity could not fail to bring about, and on
the privations and sufferings which it was bound to engender, the
rigidity could have been neither established nor maintained.

French legislation on rents, for example, has been inspired by
laudable social considerations. And vet, it has been a tremendous
source of unhappiness and disorder. Anybody of good faith and
with the slightest knowledge of the price mechanism could have
foreseen these tragic social effects, But no!l The few warnings that
did foretell the ill-fated consequences have always been denied by
the chorus of complacent men anxious above all not to oppose the
solutions wanted by public opinion and accepted by governments.

It would be cruel to insist on learning the reasons for the prac-
tically universal renunciation of thinking. Leibnitz already indi-
cated that, “If geometry conflicted with our passions and interests
as much as morality does, we wonld no less question and violate its
laws. And this despite all the proofs offered by Euclid and Archi-
medes, which we would then treat as flights of fancy and believe to
be full of fallacies. And in that case Joseph Scaliger, Hobbes, and
others who attacked Euclid and Archimedes, would not be so bereft
of supporters as they now are.” ®

What this philosopher said of morality applies with even more
validity to political economy.

But though there may be but few minds in the field of economics
who have remained loyal to Euclid and Archimedes, Ludwig von
Mises undoubtedly is the most pronounced, the most eflicient, and
the most determined. With an indefatigable enthusiasm, and with
courage and faith undaunted, he has never ceased to denounce
the fallacious reasons and untruths offered to justify most of our
new institutions. He has demonstrated—in the most literal sense of
the word—that those institutions, while claiming to contribute to
man’s well-being, were the immediate sources of hardship and suf-
fering and, ultimately, the causes of conflicts, war, and enslavement.

No consideration whatever can divert him in the least from the
straight steep path where his cold reason guides him. In the irra-
tionalism of our era he has remained a person of pure reason.

Those who have heard him have often been astonished at being
led by the cogency of his reasoning to places whither they, in their

8§ Leibnitz, Nouveaux Essais, LIL12,
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all too human timorousness, had never dared to go. His person and
ideas have always brought to my mind the story of Mr. Teste in
which Paul Valéry personifies intelligence devoid of all weakness,
and reason subject only to its absolute logic and the certainty of its
own conclusions.

In the following words, one of Mr. Teste’s listeners reports the
sensations experienced while listening to him. “He shatters my
mind with a word, and I feel like a defective vase that the potter
has discarded. He is as hard, sir, as an angel. He is unaware of his
own strength; he finds unexpected words that are all too true, that
overwhelm people, that awaken them in the midst of great folly
confronting them, all ensnared in being what they are, in the meshes
of living, in foolishness, We live in comfort, each in his own absurd-
ity, like fish in water, and we never become aware, except by
chance, of how much stupidity is contained in the life of a reason-
able person.” ®* And the same listener goes on to say, “There is in
him some appalling purity, detachment, undeniable strength and
light. Never have I observed such complete absence of confusion
and of doubt in an intelligence that is so deeply industrious. He
is awfully quiet! There can be ascribed to him no uneasiness of
soul, no shadow in his heart.” 7

If we compare the guile of economic irrationality with the imper-
turbable intransigence of his lucid thinking, Ludwig von Mises has
safeguarded the foundations of a rational economic science, the
value and effectiveness of which have been demonstrated by his
works. By his teachings he has sown the seeds of a regeneration
which will bear fruit as soon as men once more begin to prefer
theories that are true to theories that are pleasing. When that day
comes, all economists will recognize that Ludwig von Mises merits
their admiration and gratitude. For it is he who, amidst the confu-
sion of a science which tends to belie the reasons for its own exist-
ence, has indefatigably affirmed the rights of reason, its supremacy
over matter, and its effectiveness in human action.

6 Paul Valéry, Monsieur Teste. NR.F., p. 86.
T Ibid., p. 104.
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On Reading von Mises

by WiLLiam E. Rarrarp

WH.EN I was invited to contrib-
ute an essay to a volume in honor of Ludwig von Mises, I was sur-
prised and still more delighted. My astonishment was due to the
fact that the contributors were to be chosen from the ranks of some
of the most distinguished living economists, among which 1 have
no reason to count myself. It was, on the other hand, a happy pros-
pect to be allowed publicly to state my esteem and my affection for
a very dear friend, and to be urged to spend at least some weeks in
his intellectual intimacy.

That, I confess, was the main motive of my acceptance. During
the all too brief years, from 1934 to 1940, during which Dr. von
Mises had consented to be associated with the Institute at Geneva
which I was directing with my friend Paul Mantoux, I very often
and, I am afraid, very indiscreetly, enjoyed his company. All those
who have ever had a like privilege realize that he is not only one
of the keenest analytical minds among contemporary economists,
but that he also has at his disposal a store of historical culture, the
treasures of which are animated and illuminated by a form of hu-
manity and Austrian wit rarely to be found today on the surface of
this globe. In fact, I sometimes wonder, not without fear, whether
our generation is not the last to be blessed with what seems to have
been a monopoly of pre-war Vienna.

In reflecting upon our numerous and, to me, always very enlight-
ening conversations, two points on which the fundamental opinion
of L. von Mises never varied are most prominent,

On the one hand, he was ever insistent on the purely scientific

17
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character and functions of economics. As with all other sciences,
the role of economics was solely to analyze and to explain reality,
not to assess nor to improve it. It was completely wertfrei. Values
could be assumed, posited, believed in or disbelieved, claimed or
denied. They could not be known nor demonstrated. Therefore,
economists who invoked the authority of their intellectual discipline
to urge upon society measures calculated to reform it were im-
posters. Reforms could only be means to an end. Economics dealt,
and could legitimately deal, only with means. The means adopted
or rejected, of course, depended essentially on the ends chosen. But
the choice of ends was quite beyond the discretion of our own, or of
any other, science. Therefore, while economists might well advise
statesmen as to the probable results of the means suggested to
achieve their ends, they could not, as men of science, express any
valid judgment as to the excellence of these ends. This they would
leave to seers, to prophets, to metaphysicians, or to the man in the
street. The visions of the latter might be admirable, but their asser-
tions could but be the expression of their faith and never be postu-
lates of their sole reason.

On the other hand, von Mises missed no opportunity, in private
as well as in public, to proclaim his abhorrence of all forms of state
intervention in the processes of economic life. Our age knows no
more consistent and but very few as passionate advocates of policies
of complete laissez-faire in an unhampered market economy.

A single personal recollection—it could be readily multiplied—
may serve to illustrate my point. This recollection is drawn from a
meeting of the Mont-Pélerin Society. As is well known, this very
loose association of liberal intellectuals was formed some years ago
by economists, historians, and philosophers of a score of countries.
What brought them together were a common love of liberty and a
common apprehension that statist policies, ever more generally
preached and practised the world over, would bring about an eclipse
of freedom, and consequently also of prosperity. Von Mises was
naturally a charter member of this organization which, from the
start, was presided over by our colleague, von Hayek. It might well
have been expected that the periodical gatherings of this Society
could not fail to generate an atmosphere exceptionally congenial to
the revered dean of twentieth-century liberals.

Well, what I am about to narrate shows that even the Mont-
Pélerin Society seemed to him dangerously infected by the virus of
statism. This episode took place at a meeting held in Seelisberg, a
Swiss mountain resort situated just above the Griitli, the traditional
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birthplace of Helvetic freedom. The topic discussed was the social
policies of liberalism. What interventions of public authorities to
combat unemployment and industrial destitution were to be favored,
or at least tolerated? Social insurance, minimum wages guaranteed
by the state, such and similar devices were rather timidly urged
by some of the liberals present. None of their proposals found the
slightest mercy at the hands of von Mises. “But what would you
do,” it was asked of him, “if you were in the position of our French
colleague, Jacques Ruefl,” who was present at the meeting and
who happened at that time to be shouldering the responsibilities of
the administration of the Principality of Monaco. “Suppose that
for some reason which could easily be imagined, there was in that
Principality widespread unemployment and therefore famine and
revolutionary discontent. Would you, could you advise the govern-
ment to limit its activities to police action for the maintenance of
order and the protection of private property?”

Our friend von Mises was entirely unmoved. He replied: “If the
policies of non-intervention which I advocate prevailed—universal
free trade, freely fluctuating nominal wages, no form of social insur-
ance, etc.—there would be no acute unemployment. Private charity
would suffice to prevent the absolute destitution of the very re-
stricted hard core of unemployables.”

It might be tempting to recall many other instances in which,
in the course of private conversation or collective debate, von Mises
absolutely rejected as ill-considered any form of state meddling in
the operations of the free market. Tempting, but quite superfluous.
No one who is apt to glance over these pages can ignore the un-
compromising stand which our friend has ever taken in these mat-
ters. In fact, in spite of his many original and learned writings,
which have long made of him one of the most renowned living
economists, I would venture to assert that he is most widely known
the world over as the staunchest, most undaunted, and most uncom-
promising friend of economic and social liberty of mid-twentieth
century.

Now, a question has often arisen in my mind: how his stand on
this major matter of policy was to be squared with his equally un-
compromising banning of absolute values from the orbit of eco-
nomic science, and therefore also of economic policy. Of course,
there is no logically necessary inconsistency between these two
mental attitudes. Psychologically, however, they are not often
adopted by the same mind. Theoretical agnostics in the matter of
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ultimate value are apt to be somewhat reserved and cautious as
advocates of policy. And enthusiastic crusaders and intolerant
critics in the field of action are usually to be found in the ranks of
those who feel least hesitation about proclaiming as absolutely good
or evil the policies they champion or combat.

In order fully to comprehend the thought of my esteemed friend
on these two fundamental issues, the invitation to take part in this
intellectual symposium suggested the idea of discovering it by a
careful perusal of his most recent important work, Human Action,
published in English in 1949. I therefore resolved to forego all
other avoidable work until I had given myself the full benefit of the
spiritual and mental intimacy with him I anticipated from carefully
reading from cover to cover this major exposition of his mature
social philosophy.

- L o

The experience proved well worth the effort. Besides the profit
and delight I derived from the many weeks devoted to this most
exhilarating task, a question insistently arose in my mind: how
many, before me, had found it tempting to undertake and possible
to carry out the long, intellectual journey through the 880-odd pages
from which I have just returned?

No one will ever be in a position to answer this question. The
numbers of the copies of the book absorbed by the market offer no
adequate clue. Every self-respecting periodical has doubtless re-
viewed the volume and no self-respecting public library has failed
to purchase it. But reading a book is a very different matter from
purchasing or even from reviewing it.

It is not my purpose to carry this incidental query any further.
But it does concern what is to my mind one of the fundamental
problems of our contemporary civilization. A learned treatise is not
a dictionary one keeps for reference purposes on one’s shelves. Even
when it is admirably composed and adequately indexed, as in the
present case, it cannot really and fairly be judged by one who is
content to dip into its chapters here and there. The author has the
right to expect a less cursory treatment on the part of the reader.
But how can he hope to receive it in the present day when at least
a thousand volumes are published for every one that appeared in
the age of Adam Smith? True, among this torrential output one is
not likely to find a Wealth of Nations. If contemporary economists
find it possible to read carefully only one extensive hook a year,
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they would not be ill-advised to select, if they have not already
done so, the Human Action of Ludwig von Mises.

& * -]

To revert to the main purpose of this disquisition. In his latest
great work our author has very clearly confirmed what I thought
I knew of his intellectual positions on the two points stated above.
He makes it abundantly clear that economics, no more than any
other science, can establish the absclute validity of any ultimate
aims of human conduct. Furthermore I have never, in all my
previous recollections of him, found him more passionately addicted
to the defense of the free market economy nor more intolerant of
all forms of what he likes to call “statolatry.”

A few quotations will prove these two assertions. After present-
ing them I shall conclude by showing how they are reconciled in his
social philosophy.

& & L

In the opening pages of Human Action we find a statement on the
first point so clear that it renders any repetition almost superfluous.
It is as follows:

. . . economics is a theoretical science and as such abstains from any judgment
of value. It is not its task to tell people what ends they should aim at. Itis a
science of the means to be applied for the attainment of ends chosen, not, to
be sure, a science of the choosing of ends. Ultimate decisions, the valuations
and the choosing of ends, are beyond the scope of any science. Science
never tells a man how he should act; it merely shows how a man must act if
he wants to attain definite ends.!

To this opinion the author remains unswervingly faithful through-
out his lengthy book. Its constant repetition is as a Leitmotiv which
in various forms recurs in almost every chapter®

The importance he attaches to it is shown by the following state-
ment quoted from one of his very last pages:

While many people blame econcmics for its neutrality with regard to value
fudgments, other people blame it far its alleged indulgence in them. Some
contend that economics must necessarily express fudgments of value and is
therefore not really scientific, as the criterion of science is its valuational in-
difference. Others maintain that good eccnomics should be and could be
impartial, and that only bad economists sin against this postulate?

¥ Human Action, Yale University Press, New Haven, 1949, p. 10,

2 Ibid., pp. 10, 21, 29, 46, 87, 89, 92, 96, 148, 157, 172, 173, 179, 180, 243,
264, 292, 205-8, 617, 713, 715, 716, 717, 719, 749, 879.

3 Ibid., p. 879,
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We shall revert in our conclusion to what is here indicted as “the
semantic confusion” responsible for this ambiguity. Before doing
so, let us turn from the consistent and insistent apologist of Weri-
freiheit in the realm of economics to the equally consistent and
insistent advocate of pure liberalism as the proper and, in fact, the
only proper economic policy. We shall now see how this intransi-
gent champion of intellectual neutrality in the field of science be-
comes a most bellicose gladiator when he descends into the arena
of economic policy.

L] -3 &

It cannot be the purpose of this study to analyze minutely the
opinions expressed by von Mises in Human Action on all the contro-
versial issues which oppose his unadulterated liberalism to the vari-
ous forms of state interventionism, practiced by all contemporary
governments and recommended or at least condoned by the vast

majority of writers on economic topics in the middle of our century.
A few quotations must suffice to show that he fully deserves his
reputation as the most outspoken and least compromising advocate
of a complete policy of pure laissez-faire in the world today.
Ludwig von Mises is an individualist but not an anarchist. Thus
he writes:

The anarchists overlook the undeniable fact that some people are either too
narrow-minded or too weak to adjust themselves spontancously to the condi-
tions of social life. . . . We may agree that he who acts antisocially should be
considered mentally sick and in need of care. But as long as not all are cured,
and as long as there are infants and the senile, some provision must be taken
lest they jeopardize society. An anarchistic society would be exposed to the
mercy of every individual. Society cannot exist if the majority is not ready to
hinder, by the application or threat of violent action, minorities from destroy-
ing the social order, This power is vested in the state or government.

State or government is the social apparatus of compulsion and coercion. It
has the monopoly of violent action. No individual is free to use violence or the
threat of violence if the government has not accorded this right to him. The
state is essentially an imstitution for the preservation of peaceful interhuman
relations. However, for the preservation of peace it must be prepared to crush
the onslaughts of peace-breakers.*

But, he adds, “the principle of majority rule or government by the
people as recommended by liberalism”® has nothing in common
with the statolatry as widely advocated today. This can be defined
as the conception which “assumes that there exists above and beyond

4 Ibid., p. 149.
5 Ibid., p. 150.
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the individual’s actions an imperishable entity aiming at its own
ends, different from those of mortal men, . . . the concept of a super-
human being.” ®

Under this assumption,

. . . one cannot evade the question whose ends take precedence whenever an
antagonism arises, those of the state or society or those of the individual. The
answer to this question is already implied in the very concept of state or society
as conceived by collectivism and universalism. If one postulates the existence
of an entity which ex definitione is higher, nobler, and better than the in-
dividuals, then there cannot be any doubt that the aims of this eminent being
must tower above those of the wretched individuals.”

It is the prevalence of statolatry which is responsible for interna-
tional tension and war.

The alternatives to the liberal and democratic principle of majority rule
are the militarist principles of armed conflict and dictatorial oppression.®

Writing at the close of two world wars, he, of course, could not
avoid considering the impact of international conflicts, present and
future, on the responsibilities and functions of the state. This topic,
as well it might be, is clearly distasteful to him. War, which is
mainly the product of antiliberal ideas and institutions, is as brutal
in its operations as it is futile in its consequences. He writes:

. in the long run war and the preservation of the market economy are
incompatible. Capitalism is essentially a scheme for peaceful nations.?
Modern civilization is a product of the philosephy of laissez faire. It cannot
be preserved under the ideclogy of government omnipotence. Statolatry owes
much to the doctrines of Hegel. However, one may pass over many of Hegel's
inexcusable faults, for Hegel also coined the phrase “the futility of victory”
(die Ohnmacht des Sieges). To defeat the aggressors is not encugh to make
peace durable. The main thing is to discard the ideology that generates war.1?

However, in spite of the obvious logical and historical links be-
tween economic liberalism and international peace on the one
hand, and statolatry and war on the other, the necessities of na-
tional defense are no valid excuse for the extent and forms of state
intervention practiced by all belligerent nations in the most recent
armed conflicts. This is how our author deals with this topic, ob-
viously one of the most embarrassing for all advocates of eco-
nomic liberalism:

6 Ibid., p. 151.

T Ibid., p- 151,

8 Ibid., p. 152.

® Ibid., p. 824.

10 Ihid., p. 828,
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The market economy, say the socialists and the interventionists, is at best
a system that may be tolerated in peacetime. But when war comes, such
indulgence is impermissible. It would jeopardize the vital interests of the -
nation for the sole benefit of the selfish concerns of capitalists and entrepre-
neurs. War, and in any case modern total war, peremptorily requires govern-
ment control of business.

Hardly anybody has been bold enough to challenge this dogma. It served
in both World Wars as a convenient pretext for innumerable measures of
government interference with business which in many countries step by step
led to full “war socialism.” When the hostilities ceased, a new slogan was
launched. The period of transition from war to peace and of “reconversion,”
people contended, requires even more government control than the period of
war. Besides, why should one ever turn {0 a social system which can work, if
at all, only in the interval between two wars? The most appropriate thing
would be to cling permanently to government control in order to be duly
prepared for any possible emergency.

An examination of the problems which the United States had to face in
the second World War will clearly show how fallacious this reasoning is.

What America needed in order to win the war was a radical conversion of
all its production activities. All not absolutely indispensable civilian consump-
tion was to be eliminated. The plants and farms were henceforth to turn out
only a minimum of goods for nonmilitary use. For the rest, they were to
devote themselves completely to the task of supplying the armed forces.

The realization of this program did not require the establishment of controls
and priorities. If the government had raised all the funds needed for the
conduct of war by taxing the citizens and by borrowing from them, everybody
would have been forced to cut down his consumption drastically. The entrepre-
neurs and farmers would have turned toward production for the government
because the sale of goods to private citizens would have dropped. The govern-
ment, now by virtue of the inflow of taxes and borrowed money the biggest
buyer on the market, would have been in a position to obtain all it wanted.
Even the fact that the government chose to finance a considerable part of the
war expenditure by increasing the quantity of money in circulation and by
borrowing from the commercial banks would not have altered this state of
affairs. The inflation must, of course, bring about a marked tendency toward
a rise in the prices of all goods and services. The government would have had
to pay higher nominal prices. But it would still have been the most solvent
buyer on the market. It would have been possible for it to outhid the citizens
who on the cne hand had not the right of manufacturing the money they
needed and on the other hand would have been squeezed by enormous taxes.

But the government deliberately adopted a policy which was bound to make
it impossible for it to rely upon the operation of the unhampered market. It
resorted to price conirol and made it illegal to raise commodity prices, Further-
more it was very slow in taxing the incomes swollen by the inflation. I sur-
rendered to the claim of the unions that the workers real take-home wages
should be kept at a height which would enable them to preserve in the war
their prewar standard of living. In fact, the most numerous class of the na-
tion, the class which in peacetime consumed the greatest part of the total
amount of goods consummed, had so much more money in their pockets that
their power to buy and to consume was greater than in peacetime. The wage
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earners—and to some extent also the farmers and the owners of plants produc-
ing for the government—would have frustrated the government’s endeavors to
direct industries toward the production of war materials. They would have
induced business to produce more, not less, of those goods which in wartime
are considered superfluous luxuries, It was this circumstance that forced the
Administration to resort to the systems of priorities and of rationing. The
shorteomings of the methods adopted for financing war expenditure made
government control of business necessary. If no inflation had been made and
if taxation had cut down the income (after taxes) of all citizens, not only of
those enjoying higher incomes, to a fraction of their peacetime revenues, these
controls would have been supererogatory. The endorsement of the doctrine
that the wage earners’ real income must in wartime be even higher than in
peacetime made them unavoidable.l

As this most remarkable passage clearly shows, even the excep-
tional exigencies of total war, that is, of war in' which all private
interests are necessarily subordinated to, and even engulfed in the
interests of the belligerent state, were not sufficient to divorce von
Mises from his all-beloved economic liberalism. What is more sig-
nificant, however, is his defense of laissez-faire in times and under
conditions of peace. In spite of the present state of international
relations, septuagenarians such as he and I may be excused from
looking upon such times and such conditions as more normal and
more durable than those referred to in my last quotation.

There is not, in Human Action, any precise delimitation of the
state’s legitimate activities. Von Mises expressly rejects the possi-
bility of regulating this matter in accordance with any norms of
right or wrong, just or unjust. Two points, however, stand out very
clearly in his exposition.”® On the one hand, besides the recognized
necessity of national defense, the state must protect the individual
against the consequences of social disorder and violence. “The only
purpose of the laws and the social apparatus of coercion and com-
pulsion is to safeguard the smooth functioning of social coopera-
tion.” ®

However, even this admitted duty of the state is looked upon
with more suspicion than favor, as is obvious from the following
statement:

. . . government interference always means either violent action or the
threat of such action. Government is in the last resort the employment of
armed men, of policemen, gendarmes, soldiers, prison guards, and hangmen.
The essential feature of government is the enforcement of its decrees by beat-

1t Ihid., pp. 821-822.
12 Jbid., pp. T15 et seq.
18 Ihid., p. T18.
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ing, killing, and imprisoning. Those who are asking for more government
interference are asking ultimately for more compulsion and less freedom.!*

On the other hand, all government interference, even when it is
imposed by circumstances, is restrictive and not productive. Thus
we read:

On the unhampered market there prevails an irresistible tendency to employ
every factor of production for the best possible satisfaction of the most urgent
needs of the consumers. If the government interferes with this process, it can
only impair satisfaction; it can never improve it.

.+ . While government has no power to make people more prosperous by
interference with business, it certainly does have the power to make them less
satisfied by restriction of production.l®

This general view, expounded throughout Human Action, of
course makes its author a determined opponent of tariff protection,
labor legislation, high taxation, socialization of the means of produc-
tion, and of all other forms of state intervention in the market econ-
omy such as are universally practiced by contemporary states.

I must resist the temptation of reproducing here many pungent
statements on these various matters which I have noted in the
preparation of these pages. Just one exception to characterize the
severity of his judgment:

The outcome of the municipalization and nationalization policies of the last
decades was almost without exception financial failure, poor service, and
political corruption. Blinded by their anticapitalistic prejudices people condone
poor service and corruption and for a long time did not bother about the
financial failure. However, this failure is one of the factors which contributed
to the emergence of the present-day crisis of interventionism 16

Some points of his attack on labor legislation may also be quoted.
This would seem justified both because these statements display
their author in one of his most isclated intellectual attitudes, and
by reason of their bearing on one of the most widely discussed issues
of the day, that of so-called underdeveloped countries. In his re-
marks on the industrial revolution of the eighteenth century in
Great Britain he writes:

The history of capitalism in Great Britain as well as in all other capitalist
countries is a record of an unceasing tendency toward the improvement in
the wage earners’ standard of living. 'This evolution coincided with the develop-
ment of prolabor legislation and the spread of labor unionism on the one hand
and with the increase in the marginal productivity of labor on the other hand.

1 Ibid., p. 715.

15 Ihid., pp. 736-787.
16 Ibid., p. 378.
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The economists assert that the improvement in the workers’ material condi-
tions is due to the increase in the per capita quota of capital invested and the
technological achievements which the employment of this additional capital
brought about. As far as labor legislation and union pressure did not exceed
the limits of what the workers would have got without them as a necessary
consequence of the acceleration of capital accumulation as compared with
population, they were superfluous. As far as they exceeded these limits, they
were harmful to the interests of the masses. They delayed the accumulation
of capital thus slowing down the tendency toward a rise in the marginal pro-
ductivity of labor and in wage rates.!”

This conception of the futility of labor legislation in the country
of its birth leads him to the following remarks on the subject of
economically backward countries:

Vast areas—FEastern Asia, the East Indies, Southern and Southeastern Eu-
rope, Latin America—are only superficially affected by modern capitalism.
Conditions in these countries by and large do not differ from those of England
on the eve of the “Industrial Revolution.” There are millions and millions of
people for whom there is no secure place left in the traditional economic
setting. The fate of these wretched masses can be improved only by indus-
trialization. What they need most is entreprencurs and capitalists. As their
own foolish policies have deprived these nations of the further enjoyment of
the assistance imported foreign capital hitherto gave them, they must em-
bark upon domestic capital accurnulation. They must go through all the stages
through which the evolution of Western industrialism had to pass. They must
start with comparatively low wage rates and long hours of work, But, deluded
by the doctrines prevailing in present-day Western Europe and North Amer-
ica, their statesmen think that they can proceed in a different way. They
encourage labor-union pressure and alleged prolabor legislation. Their inter-
ventionist radicalism nips in the bud all attempts to create domestic industries.
These men do not comprehend that industrialization cannot begin with the
adoption of the precepts of the International Labor Office and the principles
of the American Congress of Industrial Organizations. Their stubborn dogma-
tism spells the doom of the Indian and Chinese coolies, the Mexican peons,
and millions of other peoples, desperately struggling on the verge of starva-
tion.18

Another phase of von Mises’ advocacy of laissez-faire in economic
affairs is displayed in his views on banking and money. I quote
some of his relevant statements to show to what extremes of severity
he is led by his abhorrence of state intervention in this field. Thus
he writes:

The attitudes of the European governments and their satellites with regard
to banking were from the beginning insincere and mendacious. The pretended
solicitude for the nation’s welfare, for the public in general, and for the poor

ignorant masses in particular was a mere blind. The governments wanted in-
fation and credit expansion, they wanted booms and easy money.

17 Ibid., p. 617.
18 IBid., pp. G18-618.
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... It is a fable that governments interfered with banking in order to
restrict the issue of fiduciary media and to prevent credit expansion. The idea
that guided governments was, on the contrary, the lust for inflation and credit
expansion.

. . . . Many governments never looked upon the issuance of fiduciary media
from a point of view other than that of fiscal concerns. In their eyes the fore-
most task of the banks was to lend money to the treasury. The money-substi-
tutes were pacemakers for government-issued paper money. The convertible
banknote was merely a first step on the way to the nonredeemable banknote.
With the progress of statolatry and the policy of interventionism these ideas
have become general and are no longer questioned by anybody. No govern-
ment is willing today to give any thought to the program of free banking
because no government wants to renounce what it considers a handy source of
revenue. What is called today financial war preparedness is merely the abili
to procure by means of privileged and government-controlled banks all the
money a warring nation may need. Radical inflationism, although not admiited
explicitly, is an essential feature of the economic ideology of our age.

But even at the time liberalism enjoyed its highest prestige and govern-
ments were more eager to preserve peace and well-being than to foment war,
death, destruction, and misery, people were biased in dealing with the prob-
lems of banking.®®

Much as I would like to pursue this recital of the anti-state views
of L. von Mises, notably in the field of public instruction,” where
his radical individualism leads him into a position of almost com-
plete isolation amongst our contemporaries, it is time to conclude.

L] o L

In the first part of this study we have shown him as an uncom-
promising foe of all pseudo-scientific judgments of value in eco-
nomic aflairs. In the second, we have just caught some glimpses of
him on the warpath, denouncing often with extreme vigor of
thought and language the aberration of all contemporary govern-
ments and the folly of almost all contemporary economists who
practice and preach interventionist policies.

How are these intellectual attitudes to be reconciled? My pur-
pose in undertaking this study was to discover the solution of this
problem, which, I admit, had often perplexed me in the score of
years I had the privilege of knowing our friend von Mises. My
satisfaction in bringing it to a close is that this problem perplexes
me no longer. Any careful and fair-minded reader of Human Ac-
tion must recognize that it contains a clear and unequivocal answer
to the question posed. Not that the reader will necessarily follow

19 Ibid., pp. 438 and 439,
24 1hid., pp. 872 et seq.
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our author in his denunciations of all the economic policies he at-
tacks. But the accusation, or at least the suspicion, of logical incon-
sistency will have been invalidated.

Why and how?

Throughout his work ven Mises maintains that there is and can
be no justification for the scientific assertion of ends as the only
desirable aims of policy. But he claims that most, if not absolutely
all, governments, parties, and economists today have chosen and
pretend to be pursuing the same aims. Under this assumption, what
separates men is much less a variety of ends, about which science
is impotent and must therefore remain mute, than means, which it
is the right and duty of all economists to examine as to their ade-
quacy.

That the ultimate aims pursued by all in matters economic are
substantially the same, is a claim clearly made and constantly re-
pl;aated in Human Action, The following quotations may suffice to
show it:

It is true that the appetite for food and warmth is common to men and
other mammals and that as a rule a man who lacks food and shelter concen-
trates his efforts upon the satisfaction of these urgent needs and does not
care much for other things. The impulse to live, to preserve one’s own life,
and to take advantage of every opportunity of strengthening one’s vital forces
is a primal feature of life, present in every living being.?!

Notwithstanding all declarations to the contrary, the immense majority of
men aim first of all at an improvement of the material conditions of well-being.
They want more and better food, better homes and clothes, and a thousand
other amenities. They strive after abundance and health.22

While praxeology, and therefore economics too, uses the terms happiness
and removal of uneasiness in a purely formal sense, liberalism attaches to
them a concrete meaning. It presupposes that people prefer life to death,
health to sickness, nourishment to starvation, abundance to poverty. It teaches
man how to act in accordance with these valuations.®?

It is a fact that civilization, when judged from this point of view, is to be
considered a benefit and not an evil. It has enabled man to hold his own in
the struggle against all other living beings, both the big beasts of prey and
the even more pernicious microbes; it has multiplied man’s means of suste-
nance; it has made the average man taller, more agile, and more versatile and
it has stretched his average length of life; it has given man the uncontested
mastery of the earth; it has multiplied population figures and raised the stand-
ard of living to a level never dreamed of by the crude cave dwellers of pre-
historic ages.?*

Asceticism teaches that the only means open to man for removing pain and

21 fbid., p. 19.
22 Ibid., p. 96.
28 fhid., p. 154.
24 1hid., p. 170.



