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foreword

When Professor Ludwig von Mises died in 1973, he was mourned by
friends, associates, and students. His admirers at that time, though not
numerous, had recognized him for decades as an intellectual giant and
the leading spokesman of the subjective value, marginal utility, “Austrian” school of economics. Yet most of the world paid little attention
to his passing.
Throughout his long life, Mises had gone quietly about his business—studying, writing, and lecturing. He persisted, even though his
ideas appeared to be having little impact. In time, the quantity and
quality of his contributions were prodigious. To give the reader some
indication of the importance of his work, his major books, and the
dates of their ﬁrst editions, include The Theory of Money and Credit
(1912), Nation, State and Economy (1919), Socialism (1922), Liberalism
(1927), Monetary Stabilization and Cyclical Policy (1928), Epistemological Problems of Economics (1933), Bureaucracy (1944), Omnipotent
Government (1944), Human Action (1949), The Anti-capitalistic Mentality (1956), Theory and History (1957), and The Ultimate Foundation
of Economic Science (1962).
Since Mises’s death in 1973, his contributions have been gaining
wider recognition. Many articles about him have appeared. His ideas
and those of his students are being more widely studied and discussed.
New organizations have sprung up to treat his teachings seriously. Interest in studying his works is on the rise, not only in this hemisphere
but also apparently in eastern Europe and in the U.S.S.R.
Signiﬁcant changes are taking place in the climate of opinion. The
main doctrines of Mises’s principal antagonists—Karl Marx and John
Maynard Keynes—have been discredited. Their names are not so
widely cited as authorities. Their collectivist theories are no longer
taken as “gospel” by the man in the street. The attitude of people toward
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government has shifted somewhat. Many ﬁnd government corrupt and
expensive and have come to doubt its effectiveness. To ask for government help is no longer as popular as it once was. At the same time, people
still do not completely trust free markets and open competition. Thus,
the most important ideas of both Marx and Keynes linger on in “mainstream” thinking and have been incorporated in legislation.
With respect to the ideas of Marx, most people still assume that a
certain amount of government regulation and control is necessary to
preserve the capitalistic system and to prevent the “exploitation” by
big businessmen of employees and consumers. There is less talk of
conﬁscatory taxation than there was during the heyday of the “welfare
state.” Yet Marxian egalitarianism continues to ﬁnd expression in programs such as progressive taxation, public housing, relief, welfare, and
subsidies for students, the unemployed, and the elderly.
When it comes to the ideas of Keynes, most people still believe that
the government, through the Federal Reserve, should use monetary
policy to assure economic prosperity and employment. Deﬁcit ﬁnancing and pump priming may not be as openly advocated as in the days
of the New Deal, the Fair Deal, and the Great Society. Yet when tax
funds fail to cover government expenses, governments resort to deﬁcit
ﬁnancing, inﬂation, and credit expansion. Our own Federal Reserve,
consistent with Keynes, continues to follow an expansionist policy.
High interest rates are considered bad for business. Bankers and businessmen are eager for “easy money,” fostered by artiﬁcially low interest
rates to spur business activity. People do not realize that nonmanipulated market interest rates have an important role to play. Thus, even
though the infatuation with Keynes per se has declined, his doctrine of
deﬁcit ﬁnancing and monetary manipulation survives and the value of
the U.S. dollar has declined, although fortunately, thanks to the relative caution of the “Fed,” not as much as has the value of the national
currencies of other more expansionist central banks.
Dramatic changes have taken place in the international ﬁeld since
Mises’s death. The U.S.S.R* no longer appears to pose the threat to
* The U.S.S.R. was ofﬁcially disbanded on December 26, 1991. Mikhail Gorbachev, General Secretary of the Communist Party, had introduced perestroika and glasnost. The U.S.S.R. had undergone unrest, economic turmoil, and on August 19, 1991, a general strike called by Boris Yeltsin,
president of the Russian Republic. On August 24, 1991, Mikhail Gorbachev resigned as leader of
the Communist Party. Several republics declared independence. The Soviet Parliament suspended all activities of the Communist Party on August 29, 1991, and the U.S.S.R. broke up
ofﬁcially on December 26, 1991. The former Soviet Republics then became independent states.
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international peace that it did in the years just after World War II when
these articles were written. The popularity and power of communism
has declined. There is also somewhat less tendency to blame the poverty of the “Third World” on the success of the industrialized nations.
People here and abroad now give lip service to free enterprise, entrepreneurship, and the market forces of supply and demand.
Yet most people are still fearful of completely free laissez faire. They
do not realize the importance of protecting the unadulterated right to
own, use, and dispose of private property. They are not prepared to
leave the determination of wages, prices, and interest rates to the market. They reject out of hand any thought of the gold standard. On the
one hand, they ask government to regulate businesses lest they exploit
workers and produce shoddy and dangerous products that would harm
consumers. On the other hand, they want to give some businesses special protection, lest they fail and force workers into unemployment.
Moreover, many people want government to undertake programs they
are not willing to pay for in taxes, programs that, therefore, can only be
ﬁnanced by inﬂation or credit expansion. They remain ideological, if
not intellectual, Marxians and Keynesians.
The articles in this collection were written at a time when the spread
of Communism, Progressivism, and the power of labor unions were
major national concerns. Although these no longer appear to be such
immediate threats, they continue to inﬂuence government policies
with respect to spending, special privileges, inﬂation, credit expansion,
unemployment, and wage rates.
One recurring theme throughout Mises’s writings is that men act on
the basis of ideas. Today is the product of past ideas. And the ideas of
today will produce tomorrow. The idea that government has the power
to cure almost any social ill permitted big government to triumph
throughout the world. To reverse this trend, to create a world of free
markets, to change governments, to repeal government programs, the
ideas men hold must be changed. Government should stick to its fundamental role of protecting the people against those who would violate
their rights to life and property. Market checks and balances and free
and open competition would then protect the interests of consumers,
minimize the injury private industry could cause, and keep unemployment at a minimum.
People must come to respect and protect private property. They must
realize that entrepreneurs should be free to make their own decisions
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and then to beneﬁt, or suffer the consequences. They must insist that
governments not interfere with voluntary transactions among private
individuals. They must not allow the dividing line between capitalism
and interventionism to blur. As Mises points out, big government is a far
greater threat to people than are the mistakes and the misdeeds of big
business.
“Nothing is more important today,” Mises wrote in 1957, “than to enlighten public opinion about the basic differences between genuine
liberalism, which advocates the free market economy, and the various
interventionist parties which are advocating government interference
with prices, wages, the rate of interest, proﬁts and investment, conﬁscatory taxation, tariffs and other protectionist measures, huge government spending, and ﬁnally inﬂation.” This is the goal to which Mises
devoted his life. And this is the purpose for which Mises wrote the articles in this book.


If an author’s contributions are worth preserving, his works must be published and available in libraries. English-language editions of Mises’s
major works are still in print. Although quite a few of his articles have
been collected in anthologies, many of his short pieces that appeared in
ephemeral sources, newspapers, and little-known journals have been
practically inaccessible. The purpose of this collection is to rescue some
of those articles from obscurity and make them available to future generations of students. Quite a few others still remain to be resurrected, including several that appeared in European publications not available in
many U.S. libraries. These should be translated one day, published in
book format, and preserved in libraries where students can read them
and future generations of scholars will be able to ﬁnd them.
Bettina Bien Greaves
March 1990
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part i

Economic Freedom

At one of his seminars, a student asked Professor Mises, “Why aren’t all
businessmen in favor of capitalism?”
“That very question,” Mises answered, “is Marxist.”
Mises’s response shocked me at the time. It took me some time to realize what he meant. The questioner assumed, as had Karl Marx, that
businessmen had a special group or “class” interest in capitalism that
other people didn’t.
“Capitalism,” Mises went on, “beneﬁts everyone—consumers, the
masses. It doesn’t beneﬁt only businessmen. As a matter of fact, under
capitalism some businessmen suffer losses. A businessman’s position on
the market is never secure; the door is always open to competitors who
may challenge his position and deprive him of proﬁts. Yet it is this very
competition under capitalism that assures consumers that businessmen will do their best to furnish them, the consumers, with the goods
and services they want.”
In the articles and papers in this ﬁrst section, Mises reveals again and
again that he is no apologist for business or businessmen. He is interested in determining the economic system which best improves the
welfare of individuals and the living conditions of the masses. And that
economic system is economic freedom under capitalism. Only with
economic freedom, Mises says, are more goods and services produced.
Only under capitalism do wages rise and the living standards of the
masses improve. The reason? Consumers are sovereign in capitalist
free markets. They are in a position to let entrepreneurs know what
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economic freedom

they want most urgently, by rewarding with proﬁts those who satisfy
their wants and by imposing losses and thus withdrawing wealth from
those who fail. This system of rewards and penalties guides production
and makes sure that more of the goods and services consumers want
will be produced, thus raising the wages of workers and the living standards of everyone.
The market is the outcome of peaceful social cooperation and economic freedom. And it is the market that makes individual freedom,
justice, morality, innovation, and social harmony possible. As Mises
writes in this section:
“A man has freedom as far as he shapes his life according to his own
plans,” and
“[M]orality makes sense only when addressing individuals who are
free agents.”
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1
The Economic Foundations of Freedom

Animals are driven by instinctive urges. They yield to the impulse
which prevails at the moment and peremptorily asks for satisfaction.
They are the puppets of their appetites.
Man’s eminence is to be seen in the fact that he chooses between alternatives. He regulates his behavior deliberatively. He can master his
impulses and desires; he has the power to suppress wishes the satisfaction of which would force him to renounce the attainment of more important goals. In short: man acts; he purposively aims at ends chosen.
This is what we have in mind in stating that man is a moral person, responsible for his conduct.

Freedom as a Postulate of Morality
All the teachings and precepts of ethics, whether based upon a religious
creed or whether based upon a secular doctrine like that of the Stoic
philosophers, presuppose this moral autonomy of the individual and
therefore appeal to the individual’s conscience. They presuppose that
the individual is free to choose among various modes of conduct and
require him to behave in compliance with deﬁnite rules, the rules of
morality. Do the right things, shun the bad things.
It is obvious that the exhortations and admonishments of morality
make sense only when addressing individuals who are free agents. They
are vain when directed to slaves. It is useless to tell a bondsman what is
morally good and what is morally bad. He is not free to determine his
comportment; he is forced to obey the orders of his master. It is difﬁcult
to blame him if he prefers yielding to the commands of his master to
Reprinted from The Freeman, April 1960.
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the most cruel punishment threatening not only him but also the members of his family.
This is why freedom is not only a political postulate, but no less a
postulate of every religious or secular morality.
The Struggle for Freedom
Yet for thousands of years a considerable part of mankind was either entirely or at least in many regards deprived of the faculty to choose between what is right and what is wrong. In the status society of days gone
by the freedom to act according to their own choice was, for the lower
strata of society, the great majority of the population, seriously restricted by a rigid system of controls. An outspoken formulation of this
principle was the statute of the Holy Roman Empire that conferred
upon the princes and counts of the Reich (Empire) the power and the
right to determine the religious allegiance of their subjects.
The Orientals meekly acquiesced in this state of affairs. But the
Christian peoples of Europe and their scions that settled in overseas
territories never tired in their struggle for liberty. Step by step they abolished all status and caste privileges and disabilities until they ﬁnally
succeeded in establishing the system that the harbingers of totalitarianism try to smear by calling it the bourgeois system.
The Supremacy of the Consumers
The economic foundation of this bourgeois system is the market economy in which the consumer is sovereign. The consumer, i.e., everybody, determines by his buying or abstention from buying what should
be produced, in what quantity and of what quality. The businessmen
are forced by the instrumentality of proﬁt and loss to obey the orders of
the consumers. Only those enterprises can ﬂourish that supply in the
best possible and cheapest way those commodities and services which
the buyers are most anxious to acquire. Those who fail to satisfy the
public suffer losses and are ﬁnally forced to go out of business.
In the precapitalistic ages the rich were the owners of large landed
estates. They or their ancestors had acquired their property as gifts—
feuds or ﬁefs—from the sovereign who—with their aid—had conquered the country and subjugated its inhabitants. These aristocratic
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landowners were real lords as they did not depend on the patronage of
buyers. But the rich of a capitalistic industrial society are subject to the
supremacy of the market. They acquire their wealth by serving the consumers better than other people do and they forfeit their wealth when
other people satisfy the wishes of the consumers better or cheaper than
they do. In the free market economy the owners of capital are forced to
invest it in those lines in which it best serves the public. Thus ownership of capital goods is continually shifted into the hands of those who
have best succeeded in serving the consumers. In the market economy
private property is in this sense a public service imposing upon the
owners the responsibility of employing it in the best interests of the
sovereign consumers. This is what economists mean when they call
the market economy a democracy in which every penny gives a right
to vote.
The Political Aspects of Freedom
Representative government is the political corollary of the market economy. The same spiritual movement that created modern capitalism substituted elected ofﬁceholders for the authoritarian rule of absolute kings
and hereditary aristocracies. It was this much-decried bourgeois liberalism that brought freedom of conscience, of thought, of speech, and of
the press and put an end to the intolerant persecution of dissenters.
A free country is one in which every citizen is free to fashion his life
according to his own plans. He is free to compete on the market for
the most desirable jobs and on the political scene for the highest
ofﬁces. He does not depend more on other people’s favor than these
others depend on his favor. If he wants to succeed on the market, he has
to satisfy the consumers; if he wants to succeed in public affairs he has
to satisfy the voters. This system has brought to the capitalistic countries of Western Europe, America, and Australia an unprecedented increase in population ﬁgures and the highest standard of living ever
known in history. The much talked-about common man has at his disposal amenities of which the richest men in precapitalistic ages did not
even dream. He is in a position to enjoy the spiritual and intellectual
achievements of science, poetry, and art that in earlier days were accessible only to a small elite of well-to-do people. And he is free to worship as his conscience tells him.
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The Socialist Misrepresentation of the Market Economy
All the facts about the operation of the capitalistic system are misrepresented and distorted by the politicians and writers who arrogated to
themselves the label of liberalism, the school of thought that in the nineteenth century crushed the arbitrary rule of monarchs and aristocrats
and paved the way for free trade and enterprise. As these advocates of
a return to despotism see it, all the evils that plague mankind are due
to sinister machinations on the part of big business. What is needed to
bring about wealth and happiness for all decent people is to put the corporations under strict government control. They admit, although only
obliquely, that this means the adoption of socialism, the system of the
Union of Soviet Socialist Republics. But they protest that socialism will
be something entirely different in the countries of Western civilization
from what it is in Russia. And anyway, they say, there is no other method
to deprive the mammoth corporations of the enormous power they have
acquired and to prevent them from further damaging the interests of
the people.
Against all this fanatical propaganda there is need to emphasize again
and again the truth that it is big business that brought about the unprecedented improvement of the masses’ standard of living. Luxury
goods for a comparatively small number of well-to-do can be produced
by small-size enterprises. But the fundamental principle of capitalism is
to produce for the satisfaction of the wants of the many. The same people
who are employed by the big corporations are the main consumers of the
goods turned out. If you look around in the household of an average
American wage-earner, you will see for whom the wheels of the machines are turning. It is big business that makes all the achievements
of modern technology accessible to the common man. Everybody is
beneﬁted by the high productivity of big scale production.
It is silly to speak of the “power” of big business. The very mark of capitalism is that supreme power in all economic matters is vested in the
consumers. All big enterprises grew from modest beginnings into bigness because the patronage of the consumers made them grow. It would
be impossible for small- or medium-size ﬁrms to turn out those products
which no present-day American would like to do without. The bigger a
corporation is, the more does it depend on the consumers’ readiness to
buy its wares. It was the wishes—or, as some say, the folly—of the consumers that drove the automobile industry into the production of ever

