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writers assimilates State and market action by seeing little or no
difference between them. My view is virtually the reverse, for I
regard government action anq voluntary market action as
diametric opposites, the former 'necessarily involving violence,
aggression, and exploitation, and the latter being necessarily
harmonious, peaceful, and mutually beneficial for all. Similarly,
my own discussion of democracy in Chapter 5 is a critique of
some of the fallacies of democratic theory rather than the usual,
implicit or explicit, naive celebration ofthe virtues of democratic
government.
I believe it essential for economists, when they advocate public
policy, to set forth and discuss their own ethical concepts instead
of slipping themad hoc and unsupported, into their argument, as
is so often done. Chapter 6 presents a detailed discussion of
various ethical criticisms often raised against the free-market
economy and the free society. Although I believe that everyone,
including the economist, should base his advocacy of public
policies on an ethical system, Chapter 6 remains within the
Werifrei praxeological framework by engaging in a strictly logical
critique of anti-free-market ethics rather than trying to set forth
a particular system of political ethics. The latter I hope to do in a
future work.
The discussion throughout the book is largely theoretical. No
attempt has been made to enumerate the institutional examples
of government intervention in the world today, an attempt
that would, of course, require all too many volumes.
MURRAY N. ROTHBARD
New York, N.Y.
July, 1969
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consist of analysis of what we may caIl the "indirect" consequences of the market or of intervention, supplementing the
above direct analysis. It will d~al with chains of consequences
that can be grasped only by study and are not immediately visible
to the naked eye.
Error can always occur in the path from ante to post, but the
free market is so constructed that this error is reduced to a
minimum. In the first place, there is a fast-working, easily
understandable test that teIls the entrepreneur, as weIl as the
income-receiver, whether he is succeeding or failing at the
task of satisfying the desires of the consumer. For the entrepreneur, who carries the main burden of adjustment to
uncertain consumer desires, the test is swift and sure-profits or
losses. Large profits are a signal that he has been on the right
track; losses, that he has been on a wrong one. Profits and losses
thus spur rapid adjustments to consumer demands; at the same
time, they perform the function of getting money out of the
hands of the bad entrepreneurs and into the hands of the good
ones. The fact that good entrepreneurs prosper and add to their
capital, and poor ones are driven out, insures an ever smoother
market adjustment to changes in conditions. Similarly, to a lesser
extent, land and labor factors move in accordance with the desire
of their owners for higher incomes, and more value-productive
factors are rewarded accordingly.
Consumers also take entrepreneurial risks on the market.
Many critics of the market, while willing to concede the expertise
of the capitalist-entrepreneurs, bewail the prevailing ignorance
of consumers, which prevents them from gaining the utility ex
post that they expected to have ex ante. Typically, Wesley C.
Mitchell entitled one of his famous essays: "The Backward Artof
Spending Money." Professor Ludwig von Mises has keenly
pointed out the paradoxical position of so many "progressives~'
who insist that consumers are too ignorant or incompetent to
buy products intelligently, while at the same time touting the
virtues of democracy, where the same people vote (or politicians
whom they do not know and for policies that they I.ardly
understand.
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cannot. Their money is anesthetized. To the extent that a
government's overall price maximum is upheld, a part of the
people's money becomes useless, fo.r it cannot be exchanged. But
a mad scramble inevitably takes place, with each one hoping that
his money can be used. 2 Favoritism, lining up, bribes, etc., inevitably abound, as well as great pressure for the "black" market
(i.e., the market) to provide a channel for the surplus money.
A general price minimum is equivalent to a maximum control
on the PPM. This sets up an unsatisfied, excess demand for
money over the stock of money available-specifically, in the
'
form of unsold stocks of goods in every field.
The principles ofmaximum and minimum price control apply
to all prices, whatever they may be: consumer goods, capital
goods, land or labor services, or the "price" of money in terms of
other goods. They apply, for example, to minimum wage law~.
When a minimum wage law is effective, i.e., where it imposes a
wage above the market value of a type of labor (above the
laborer's discounted marginal value product), the supply of
labor services exceeds the demand, and this "unsold surplus" of '
labor services means involuntary mass unemployment. Selective, as
opposed to general, minimum wage rates create unemployment
in particular industries and tend to perpetuate these pockets by
attracting labor to the higher rates. Labor is eventually forced to
enter less remunerative, less value-productive lines. The result is
the same whether the effective minimum wage is imposed by the
State or by a labor union.
Our analysis of the effects of price control applies also, as
Mises has brilliantly shown, to control over the price {"exchange
rate") of one money in terms of another. 3 This was partially seen
in Gresham's Law, but few have realized that this Law is merely a
specific case of the general law of the effect of price controls.
Perhaps this failure is due to the misleading formulation of·
Gresham's Law, which is usually phrased: "Bad money drives
good money out of circulation." Taken at its face value, this is a
paradox that violates the general rule of the market that the
best methods of satisfying consumers tend to win out over the
poorer. Even those who generally favor the free market have
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\'anlages given us by the sunk capital of the past. To subsidize
new plants would be to injure consumers by depriving them of
the advantages of historically given capital.
In fact, iflong-run prospects in the r;ew industry are so promising, why does not private enterprise, ever on the lookout for a
profitable investment opportunity, enter the new field? Only
bccause entrepreneurs realize that such investment would be
uncconomic, i.e., it would waste capital, land, and labor that
could otherwise be invested to satisfy more urgent desires of the
consumers. As Mises says:
The truth is that the establishment of an infant industry is advantageous from the economic point of view only if the superiority of the
new location is so momentous that it outweighs the disadvantages
resulting from abandonment of nonconvertible and nontransferable
capital goods invested in the older established plants. If this is the case,
the new plants will be able to compete successfully with the old ones
without any aid given by the government. If it is not the case, the
protection granted to them is wasteful, even ifit is only temporary and
enables the new industry to hold its own at a later period. The tariff
amounts virtually to a subsidy which the consumers are forced to pay
as a compensation for the employment of scarce factors of production
for the replacement of still utilizable capital goods to be scrapped and
the withholding of the scarce factors from other employments in
which they could render services valued higher by the consumers....
In the absence of tariffs the migration of industries [to better
locations 1 is postponed until the capital goods invested in the old
plants are worn out or become obsolete by technological improvements which are so momentous as to necessitate their replacement by
newequipment. 3D

Logically, the "infant industry" argument must be applied to
interlocal and interregional trade as well as international. Failure to realize this is one of the reasons for the persistence of the
argument. Logically extended, in fact, the argument would have
to imply that it is impossible for any new firm to exist and grow
against the competition of older firms, wherever their locations.
New firms, after all, have their own peculiar advantage to offset
that of existing sunken capital possessed by the old firms. New
firms can begin afresh with the latest and most productive
equipment as well as on the best locations. The advantages and
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are drawn into the ~phere of m;n'ket transactions they begin to
crumble. until at last they disappear completely. Neither at their
formation nor in their maintenance have economic causes operated.
The great landed fortunes did not aris~ through the economic
superiority of large-scale ownership, but tlirough violent annexation
outside the area of trade.... The non-economic origin of landed
fortunes is clearly revealed by the fact that, as a I'lIle. the ex propriation
by which they have been created in no way alters the manner of
production. The old owner remains on the soil under a different legal
title and continues to carryon production.· 9

7. CANONS OF "JUSTICE" IN TAXATION
a. The Just Tax and the Just Price
For centuries before the science of economics was developed.
men searched for criteria of the "just price." Of alI the
innumerable, almost infinite possibilities among the myriads of
prices daily determined, what pattern should be considered
as 'just"? Gradually it came to be realized that there is no
quantitative criterion of justice that can be objectively
determined. Suppose that the price of eggs is 50¢ per dozen,
what is the 'Just price"? It is clear, even to those (like the present
writer) who believe in the possibility of a rational ethics, that no
possible ethical philosophy or science can yield a quantitative
measure or criterion ofjustice. If Professor X says that the 'Just"
price of eggs is 4SIt, and Professor Y says it is 8SIt, no philosophical principle can decide between them. Even the most
fervent antiutilitarian will have to concede this point. The
various contentions all become purely arbitrary whim.
Economics, by tracing the ordered pattern of the voluntary
exchange process, has made it clear that the only possible
objective criterion for the just price is the marhet price. For the
market price is, at every moment, determined by the voluntary.
mutually agreed-upon actions of all the participants il) the
market. It is the objective resultant of every individual's
subjective valuations and voluntary actions, and is therefore the
only existent objective crit 'on for "quantitative justice" in
pricing.
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which is the primary feature of the free market. In fact, the free
society is far better described by some such phrase as "equality of
rights to defend person and property" or "equality of liberty"
rather than by the vague, misleading;expression "equality before
the law."61
In the literature on taxation there is much angry discussion
about "loopholes," the inference being that any income or area
exempt from taxation must be brought quickly under its sway.
Any failure to "plug loopholes" is treated as immoral. But, as
Mises incisively asked: "What is a loophole? If the law does not
punish a definite action or does not tax a definite thing, this is not
a loophole. It is simply the law
The income tax exemptions in
our income tax are not loopholes
Thanks to these loopholes
this country is still a free country."62

(b) The Impossibility of Uniformity
Aside from these considerations, the ideal of uniformity is
impossible to achieve. Let us confine our further discussion of
uniformity to income taxation, for two reasons: (1) because the vast
bulk of our taxation is income taxation; and (2) because, as we
have seen, most other taxes boil down to income taxes anyway. A
tax on consumption ends largely as a tax on income at a lower
rate.
There are two basic reasons why uniformity of income
taxation is an impossible goal. The first stems from the very
nature of the State. We have seen, when discussing Calhoun's
analysis, that the State must separate society into two classes, or
castes: the taxpaying caste and the ta:>e-consuming caste. The tax
consumers consist of the full-time bureaucracy and politicians in
power, as well as the groups which receive net subsidies, i.e.,
which receive more from the government than they pay to the
government. These include the receivers of government
contracts and of government expenditures on goods and
services produced in the private sector. It is not always easy to
detect the net subsidizeel-'fupractice, but this caste can always be
conceptuallrd.
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assumption of its own-that A has no right to impose any arbitrary values on B. But if ends are arbitrary, is not the end "that
arbitrary whim~ not be imposed by coercion" just as arbitrary?
And suppose, further, that ranking higl} on A's value scale is the
arbitrary whim of imposing his other values on B. Then the utilitarians cannot object and must abandon their attempt to defend
individual liberty in a value-free manner. In fact, the utilitarians
are helpless against the man who wants to impose his values by
coercion and who persists in doing so even after the various
. economic consequences are pointed out to him. 6
The would-be dictator can be logically refuted in a completely
different way, even while remaining within Wertfrei
praxeological bounds. For what is the complaint of the would-be
dictator against free individuals? That they· act immorally in
various ways. The dictator's aim, therefore, is to advance
morality and combat immorality. Let us grant, for the sake of
argument, that an objective morality can be arrived at. The
question that must be faced, then, is: Can force advance morality?
Suppose we arrive at the demonstrable conclusion that actions A,
B, and C are immoral, and actions X, Y, and Z are moral. And
suppose we find that Mr. Jones shows a distressing propensity to
value A, B, and C highly and adopts these courses of action time
and again. We are interested in transforming Ivlr. Jones from
being an immoral person to being a moral person. How can we
go about it? The statists answer: by force. We must prohibit at
gunpoint Mr. Jones from doing A, B, and C. Then, at last, he will
be moral. But will he? Is Jones moral because he chooses X when
he when he isforcibly deprived of the opportunity to choose A?
When Smith is confined to a prison, is he being moral because he
doesn't spend his time in saloons getting drunk?
There is no sense to any concept of morality, regardless of the
particular moral action one favors, if a man is not free to do the
immoral as well as the moral thing. If a man is not free to choqse, if
he is compelled by force to do the moral thing, then, on the
contrary, he is being;1eprived of the opportunity ofbeing moral. He has
not been p<;!Jllnte"d to weigh the alternatives, to arrive at his own
co~ions, and to take his stand. If he is deprived of free
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pedestal. Certainly, this is a peculiar sort of moral program. The
further consequence will be to discourage the able, to reduce
production and saving in all of society, and beyond this, to
subsidize the creation of a caste of poor. Not only will the poor be
subsidized by right, but their ranks' will be encouraged to
multiply, both through reproduction and through their moral
exaltation and subsidization. The able will be correspondingly
hampered and repressed. IS
Whereas the opportunity for voluntary charity acts as a spur to
production by the able, coerced charity acts as a drain and a
burden upon production. In fact, in the long run, the greatest
"charity" is precisely not what we know by that name, but rather
simple, "selfish" capital investment and the search for
technological innovations. Poverty has been tamed by the
enterprise and the capital investment of our ancestors, most of
which was undoubtedly done for "selfish" motives. This is a
fundamental illustration of the truth enunciated by Adam Smith
that we generally help others most in those very activities in
which we help ourselves.
Statists, in fact, are really opposed to charity. They often argue
that charity is demeaning and degrading to the recipient, and
that he should therefore be taught that the money is rightly his,
to be given to him by the government as his due. But this oft-felt
degradation stems, as Isabel Paterson pointed out, from the fact
that the recipient of charity is not self-supporting on the market
and that he is out of the production circuit and no longer
providing a service in exchange for one received. However,
granting him the moral and legal right to mulct his fellows
increases his moral degradation instead of ending it, for the
beneficiary is now further removed from the production line
than ever. An act of charity, when given voluntarily, is generally
considered temporary and offered with the object of helping a
man to help himself. But when the dole is ladled out by the State,
it becomes permanent and perpetually degrading, keeping the
recipients in a st e of subservience. We are not attempting to
argue at this lilt that to be subservient in this way is degrading;
W~P
say that anyone who considers private charity
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degrading must logically conclude that State charity
16
Mises, furthermore, points out that !fee-market
exchange-always condemned by statists for being impersonal
and "unfeeling"-is precisely the relation that avoids all
degradation and subservience. 17

S0.

9. THE CHARGE OF "SELFISH MATERIALISM"
One of the most common charges levelled against the free
market (even by many of its friends) is that it reflects and
encourages unbridled "selfish materialism." Even if the free
mar ket-unham pered ca pitalism-best furthers man's
"material" ends, critics argue, it distracts man from higher
ideals. It leads man away from spiritual or intellectual values and
atrophies any spirit of altruism.
In the first place, there is no such thing as an "economic end."
Economy is simply aprocess of applying means to whatever ends a
person may adopt. An individual can aim at any ends he pleases,
"selfish" or "altruistic." Other psychic factors being equal, it is to
everyone's self-interest to maximize his monetary income on the
market. But this maximum income can then be used for "selfish"
or for "altruistic" ends. Which ends people pursue is of no
concern to the praxeologist. A successful businessman can use
his money to buy a yacht or to build a home for destitute
orphans. The choice rests with him. But the point is that
whichever goal he pursues, he must first earn the money before
he can attain the goal.
Secondly, whichever moral philosophy we adopt-whether
altruism or egoism-we cannot criticize the pursuit of monetary
income on the market. If we hold an egoistic social ethic, then
obviously we can only applaud the maximization of monetary
income, or of a mixture of monetary and other psychic income,
on the market. There is no problem here. However, even if we
adopt an altruistic ethic, we must applaud maximization of
monetary income just as fervently. For market earnings are a
social index of one's services to others, at least in' the sense that
any services are exchangeable. The greater a man's income, the
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thus have a decided monopolistic impact. But they are best discussed as
part of the budgetary, binary intervention of government.
Ibid. On licenses, see also Thomas H. Barber, Where WeAreAt (New York:
Charles Scribners' Sons, 1950), pp. 89-93;, George J. Stigler, The Theory of
Price, (New York: Macmillan Co., 1946), ,p. 212; and Walter Gellhorn,
Individual Freedom and Governmental Restraints (Baton Rouge: Louisiana
State University Press, 1956), pp. 105-51, 194-210.
A glaring example of a Commission's role in banning efficient competitors
from an industry is the Civil Aeronautics Board decision to dose up
Trans-American Airlines, despite a perfect safety record. TransAmerican had pioneered in rate reductions for airline service. On the
CAB, see Sam Peltzman, "CAB: Freedom from Competition," New Individualist Review (Spring, 1963), pp. 16-23.
It is hardly remarkable that we hear continual complaints about a "shortage" of doctors and teachers, but rarely hear complaints of shortages in
unlicensed occupations. On licensing in medicine, see Milton Friedman,
Capitalism and Freedom (Chicago: University of Chicago Press, 1963), pp.
149-60; Reuben A. Kessel, "Price Discrimination in Medicine,"Journal of
Law and Economics (October, 1958), pp. 2()'-53.
For an excellent analysis of the workings of compulsory quality standards
in a concrete case, see P. T. Bauer, West African Trade (Cambridge: Cambridge University Press, 1954), pp. 365-75.
For case studies of the effects of such "quality" standards, see George J.
Alexander, Honesty and Competition (Syracuse: Syracuse University Press,
1967).
On adulteration and fraud, see the definitive discussion by Wordsworth
Donisthorpe, Law in a Free State (London: Macmillan & Co., 1895), pp.
132-58.
Some people who generally adhere to the free market support the SEC
and similar regulations on the ground that they "raise the moral tone of
competition." Certainly they restrict competition, but they cannot be said to
"raise the moral tone" until morality is successfully defined. How can
morality in production be defined except as efficient service to the consumer? And how can anyone be "moral" if he is prevented by force from
acting otherwise?
The building industry is so constituted that many laborers are quasiindependent entrepreneurs. Safety codes therefore compound the restrictionism of building unions.
We might add here that on the purely free market even the "clear and
present danger" criterion would be far too lax and subjective a definition
for a punishable deed.
See Stigler, op. cit., p. 211.
See 'enry George, Protection or Free Trade (New York: Robert Schalkenb
Foundation, 1946), pp. 37-44. On free trade and protection, see
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39.

40.

41.
42.

43.
44.

45.
46.
47.

48.
49.

operation of some 26,000 grocers, plus trade unions, thousands of teenage boys will get a chance to eam summer spending money, Deputy Police
Commission James B. Nolan, president of the Police Athletic League,
disclosed yesterday.... The program was worked out by PAL, with the
assistance ofGrocer Graphic, a trade newspaper. Raymond Bill, publisher of
the trade paper, explained that thousands ofgroceries can employ one and
in some cases two or three boys in odd jobs which do not interfere with
union jobs." (Italics mine.) New York Daily News, July 19, 1955. See also Paul
Goodman, Compulsory Mis-Education and the Community of Scholars (New
York: Vintage Books, 1964), p. 54.
See also James C. Miller Ill, ed., Why the Draft? (Baltimore: Penguin Books,
1968).
On minimum wage laws, see Yale Brazen and Milton Friedman, The
Minimum Wage: Who Pays? (Washington, D.C.: The Free Society Association, 1966). See also John M. Peterson and Charles T. Stewart, Jr.,Employment Effects of Minimum Wage Rates (Washington, D.C.: American Enterprise Institute, August, 1969).
The withholding tax is an example of a "wartime" measure that now
appears to be an indestructible part of our tax system; it compels businesses to be tax collectors for the government without pay. It is thus a type of
binary intervention that particularly penalizes small firms, which are burdened more than proportionately by the overhead requirements of running their business.
For further elaboration, see Rothbard,Man, Economy, and State, Chap. 10.
See John W. Scoville and Noel Sargent, Fact and Fancy in the TNEC Monographs (New York: National Association of Manufacturers, 1942), pp.
298--321, 671-74.
F. A. Hayek, Individualism and Economic Order (Chicago: University of
Chicago Press, 1948), Chap. V.
Municipal ordinances against "vagrancy" or "loitering" are certainly a
beginning in this direction and are used to impose forced labor upon the
poorest sectors of the population.
Isabel Paterson, The God of the Machine (New York: G. P. Putnam's Sons,
1943), pp. 172, 175. See also Scoville and Sargent, op. cit., pp. 243-44.
Paterson, op. cit., pp. 176-77.
Paul de Rousiers, Les Industries Monopolisees alL"\: Etats-Unis, as quoted in
Gustave de Molinari, The Society of Tomorrow (New York: G. P. Putnam's
Sons, 1904), p. 194.
See United States Steel Corporation, TNEC Papers (New York: U. S. Steel
Corp., 1940), II, pp. 102-135.
See William M. Simon, "The Case Against the Federal Trade Commission,"
University of Chicago Law Review (1952), pp. 320-22. On basing points, see
Scoville and Sargent, op. cit., pp. 776-82; Wayne A. Leeman, "Revie·.1
of
Gldd,.,' 'wod"d Oil C,.poo, (lndl,.,)," Am"""" E<m,." R,-
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56. A typical conservationist complainer was J. D. Brown who, in 1832, worried over the consumption of timber: "Whence shall we procure supplies
of timber fifty years hence for the continuance of our navy?" Quoted in
Scott,National Resources, p. 37. Scott also not~s that the critics never seemed
to realize that a nation's timber can be purchased from abroad. "Conservation Policy," loc. cit.
57. This system was dimly adumbrated by the Homestead Law of 1862. However, this law imposed an arbitrary and pointless maximum on the size of
farm that could be staked out by the first user. This limitation had the
result of nullifying the law further West, where the minimum acreage
needed for cattle or sheep grazing was far larger than the antiquated legal
maximum would allow. Furthermore, the maximum limitation and the
requirement that the land be used for farming led to the very "ravaging" of
the forests that conservationists now deplore, for it hobbled private ownership of large forest tracts.
58. See E. Louise Peffer, The Closing of the Public Domain (Stanford: Stanford
University Press, 1951), pp. 25-27. On the advantages of private ownership of grazing land, see the petition of the American Cattle Growers
Association, March, 1902,ibid., pp. 7S-79. See also Samuel P. Hays,Conservation and the Gospel of Efficiency (Cambridge: Harvard University Press,
1959), pp. 50-51. The government's failure to extend the homestead
principle to the larger areas had another important social effect: it led to
constant squabbles between the users-the cattlemen and the other
homesteaders who came later and demanded their 'Just share" of the free
land.
59. For an illuminating discussion of private property rights in fisheries, see
Gordon Tullock, The Fisheries (Columbia, S. C.: University of South
Carolina Bureau of Business and Economic Research, February, 1962).See
also Anthony Scott, "The Fishery, A Sole Resource," Journal of Political
Economy (April, 1955), and idem, Natural Resources, pp. 117-29.
60. High demand for the product increases the value of the resource, and
thereby stimulates its preservation, investment in it, and exploration for it.
High-cost sources ofsupply will now be tapped, thus further increasing the
effective supply of the product on the market. See Scott, Natural Resources,
p.14.
61. See ibid., pp. 21-22.
62. There is another similarity between tariffs and conservation laws: both aim
at national self-sufficiency, and both try to foster national or local industries by coercive intervention in the free market.
63. For an analysis of government land ownership and government ownership
in general, see below.
64. On the free market, the demand curvefor eachfirm in equilibrium must be
el stic above the equilibrium price; othenvise the firm would reduce
utput. This does not, of course, mean that the demand curvefor the entire
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be the principle thatfirst brings original, unused land into ownership. Once
ownership accrues to a user, then the user can sell the land to a speculator,
, let it be idle again, etc., without distorting market allocations. The problem
is the original establishment of valid titles tQ property. After valid titles are
established, the owner can, of course, do what he likes with his property.
58. Note the assumption that Smith and his heirs die outorcannot be traced. If
they can be, then the property rightly reverts to them in a. free-market
system.
59. Ludwig von Mises, Socialism (New Haven: Yale University Press, 1951), p.
375.
60. Adam Smith, The Wealth ofNations (New York: Modern Library, 1937), pp.
777-79. See also Hunter and Allen,Principles ofPublic Finance, pp. 137-40.
61. This discussion applies to Professor Hayek's adoption of the "rule of law"
as the basic political criterion. F. A. Hayek, The Constitution of Liberty
(Chicago: University of Chicago Press, 1960).
62. Mises, in Aaron Director, ed., Defense, Controls and Inflation (Chicago:
University of Chicago Press, 1952), pp. 115-16.
I
63. To say that an ethical goal is conceptually impossible is completely different
from saying that its achievement is "unrealistic" because few people uphold it. The latter is by no means an argumen t against an ethical principie.
Conceptual impossibility means that the goal could not be achieved even if
everyone aimed at it. On the problem of "realism" in ethical goals, see the
brilliant article by Clarence E. Philbrook, " 'Realism' in Policy Espousal,"
American Economic Review (December, 1953), pp. 845-59.
64. See Walter J. Blum and Harry Kalven, Jr., The Uneasy Case for Progressive
Taxation (Chicago: University of Chicago Press, 1963), pp. 64-68.
65. Due, op. cit., pp. 121 ff.
66. Said Smith: "The subjects of every state ought to contribute toward the
support of the government, as nearly as possible, in proportion of their
respective abilities; that is, in proportion to the revenue which they respectively enjoy under protection of the state. The expense of government to
the individuals of a great nation, is like the expense of management to the
joint tenants of a great estate, who are all obliged to contribute to their
respective interests in the estate." Op. cit., p. 777.
67. J. R. McCulloch, A Treatise on the Principle and Practical Influence of Taxation
and the Funding System (London, 1845), p. 142.
68. E. R. A. Seligman, Progressive Taxation in Theory and Practice, 2nd ed. (New
York: Macmillan Co., 1908), pp. 291-92.
69. For an excellent critique of the Seligman theory, see Blum and Kalven, op.
cit., pp. 64-66.
70. See ibid., pp. 67-68.
71. ue, op. cit., p. 122.
72. roves, op. cit., p. 36.
73 Hunter and Allen, op. cit., pp. 190-91.
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74. See Chodorov, Out ofStep, p. 237. See also Chodorov, From Solomon's Yoke to
the Income Tax (Hinsdale, Ill.: Henry Regnery, 1947), p. I J.
75. The acceptance of this critique dates from Robbins' writings of the mid1930·s. See Lionel Robbins, "Interpersonal Comparisons of Utility,"
EconomicJournal (December, 1938), pp. 635-41; and Robbins, An Essay on
the Nature and Significance of Economic Science, 2nd ed. (London: Macmillan
Co., 1935), pp. 138-4 J. Robbins was, at that time, a decidedly "Misesian"
economist.
76. For a critique of sacrifice theory, see Blum and Kalven, op. cit., pp. 39-63.
77. For an attempt to establish proportional taxation on the basis of equal
sacrifice, see Bradford B. Smith, Liberty and Taxes (Irvington-on-Hudson,
N.Y.: Foundation for Economic Education, n.d.), pp. 10-12.
78. Pushed to its logical conclusion in which the State is urged to establish
"maximum social satisfaction"-the obverse of minimum social
sacrifice-the principle counsels absolute compulsory egalitarianism, with
everyone above a certain standard taxed in order to subsidize everyone
else to come up to that standard. The consequence, as we have seen, would
be a return to the conditions of barbarism.
79. The ability-to-pay principle is unclear on this point. Some proponents base
their argument implicitly on sacrifice; others, on the necessity for payment
for "untraceable" benefits.
80. This does not concede that "costs" determine "prices." The general array
of final prices determines the general array of cost prices, but then the
viability of firms is determined by whether the price people will pay for
their products is enough to cover their costs, which are determined
throughout the market. In equilibrium, costs and prices will all be equal.
Since a tax is levied on general funds and therefore cannot be equivalent to
market pricing, the only way to approximate market pricing is to set the tax
according to costs, since costs at least reflect market pricing of the
nonspecific factors.
81. Blum and Kalven mention the cost principle but casually dismiss it as being
practically identical with the benefit principle: "Sometimes the theory is
stated in terms of the cost of the government services performed for each.
citizen rather than in terms of the benefits received from such services. This
refinement may avoid the need of measuring subjective benefits, but it
does little else for the theory." Op. cit., p. 36n. Yet their major criticism of
the benefit principle is precisely that it requires the impossible measurement of subjective benefit. The cost principle, along with the benefit
principle, dispenses with all government expenditures except laissezjaire
ones, since each recipil:nt would be required to pay the full cost of the
service. With respect to' the laissezjaire service of protection, however, the
'
cost principle is clearly far superior to the benefit principle.
82. Dr. Warren's article appeared in the Boston University Year Book for
1876. The board of the Council of the University endorsed the essay in
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132-152. On the similar situation in England, see Frederick Millar, "The
Evils of State Trading as Illustrated by the Post Office," in Thomas Mackay, ed.,A Pleafor Liberty (New York: D. Appleton, 1891), pp. 305-25.
Only governments can make self-satisfie;d announcements of cuts in service to effect economies. In private busin~ss, economies must be made as a
corollary of improvements in service. A recent example of governmental
cuts is the decline in American postal deliveries-joined, of course, with
request for higher rates. When France nationalized the important Western
Railway system in 1908, freight was increasingly damaged, trains slowed
down, and accidents grew to such an extent that an economist caustically
observed that the French government had added railway accidents to its
growing list of monopolies. See Murray N. Rothbard, "The Railroads of
France," Ideas on Liberty (September, 1955), p. 42.
Hayek showed us that the "worst get on top" in a collectivist regime. This is
true for any government-run enterprise, however. For our purposes, we
may excise the moral evaluation and say that, for any task, those who get on
top will be those with the most skill in that particular task-a praxeological
law. The difference is that the market promotes and rewards the skills of
production and voluntary cooperation; government enterprise promotes
the skills of mass coercion and bureaucratic submission. See F. A. Hayek,
The Road to Serfdom (Chicago: University of Chicago Press, 1944), pp.
134-52.
On the market, workers get paid in accordance with their (discounted)
marginal value product. But in a government enterprise, which can charge
any price it pleases, there isno discernible value product, and workers are
hired and paid according to the personal charm or political attractions that
they have for their superiors. See Mises, Bureaucracy, p. 53.
Ironically enough, the higher fares have driven many customers to buying
and driving their own cars, thus aggravating the perennial traffic problem
(scarcity of government street space). Another example of government
intervention creating and multiplying its own difficulties! On the subways,
see Ludwig von Mises, "Agony of the Welfare State," The Freeman (May 4,
1953), pp. 556-57.
Governments, despite bickering before a decision, generally end up speaking with a single voice. This is true of the executive andjudicial arms, which
are organized like a military force, with command from the top down; and
of the legislative arm, where the majority may impose its will.
Those defenders of the free market who attack socialistic teaching in the
government schools are tilting at windmills. The very fact that a government school exists and is therefore presumed to be good, teaches its little
charges the virtues of government ownership, regardless of what is formally taught in textbooks. And if government ownership is preferable in
schooling, why not in other educational media, such as newspapers, or in
other important areas of society?
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14. For a trenchant critique of compulsory attendance laws, see Goodman,
Compulsory Mis-Education and the Community of Scholars.
15. Various other criteria advanced to decide between private and State action
are fallacious. Thus, a common rule states that government should weigh
"marginal social costs" against "marginal social benefits" in making a
decision. But, aside from many other flaws, there is no such thing as
"society" apart from constituent individuals, so that this criterion is meaningless. Cf. Martin Anderson, "Discussion," American Economic Review
(May, 1967), pp. 105-7.
16. This differs completely from the artificial play-at-markets advocated by
some writers as a method of permitting calculation under socialism. The
"black market" is a real market, though very limited in scope.
17. On the Yugoslav experience, see Rudolf Bicanic, "Economics of Socialism
in a Developed Country," Foreign Affairs Guly, 1966), pp. 632-50. See also
Deborah D. Milenkovitch, "Which Direction for Yugoslavia's Economy?"
East Europe Guly, 1969), pp. 13-19. Yugoslav economists are even thinking
in terms of developing a stock market and refer to this latent development
as "socialist people's capitalism"! See the November 25, 1966, Research
Report of Radio Free Europe. On the impossibility of economic calculation
under socialism, see Ludwig von Mises, Human Action; F A. Hayek, ed.,
Collectivist Economic Planning (New York: A. M. Kelley, 1967); and Trygve
Hoff, Economic Calculation in the Socialist Society (London: Wm. Hodge &
Co., 1949).
18. F. A. Harper, Libert)', a Path to lis Recovery (Irvington-on~Hudson, N.Y.:
Foundation for Economic Education, 1949), pp. 106,32. See also Paterson,
The God ofthe Machine, pp. 179 ff. Paterson has a stimulating discussion of
the "two-dimensionality"-neglect of real conditions-in the theory of
collective ownership.
19. Those who object that private individuals are mortal, but that "governments are immortal," indulge in the fallacy of "conceptual realism" at its
stark~st. "Government" is not a real acting entity but is a real category of
action adopted by actual individuals. It is a name for a type of action, the
regularization of a type of interpersonal relation, and is not itself an acting
being.
20. This idea that democracy must force the majority to permit the minority
the freedom to become a majority, is an attempt by social democratic
theorists to permit those results of democracy which they like (economic
interventionism, socialism), while avoiding the results which they do not
like (interference with "hUlflan rights," freedom of speech, etc.). They do
this by trying to elevate their value judgments into an allegedly "scientific"
definition of democracy. Aside from the self-contradiction, this limitation
is itself not as rigorous as they believe. It would permit a democracy, for
example, to slaughter Negroes or redheads, because there is no chance
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law is irritating to the individual concerned, costly to the taxpayers, and
turns a lot of potential producers into economic parasites. Perhaps the
manufacturers of life preservers engineered its passage." Barber, Where
We Are At, p. 89.
I
It is true that we do not advocate ends in this volume, and in that sense
praxeology is "utilitarian." But the difference is that utilitarianism would
extend this Wertfrei injunction from its proper place in economics and
praxeology to embrace all of rational discourse.
Mises often states that interventionary measures in the market, e.g., price
controls, will have consequences that even the government officials administering the plans would consider bad. But the problem is that we do
not know what the government officials' ends are-except that they demonstrably do like the power they have acquired and the wealth they have
extracted from the public. Surely these considerations may often prove
paramount in their minds, and we therefore cannot say that government
officials would invariably concede, after learning all the consequences, that
their actions were mistaken.
F. A. Harper, "Try This on Your Friends," Faith and Freedom Uanuary,
1955), p. 19.
For a further discussion of these axioms, see Rothbard, "In Defense of
Extreme Apriorism," Southern EconomicJournal Oanuary, 1957), pp. 31420.
Blum and Kalven, The Uneasy Case for Progressive Taxation, pp. 501 ff.
Spencer, Social Statics, p. 121.
This goal has sometimes been phrased as "equality before the law," or
"equality of rights." Yet both formulations are ambiguous and misleading.
The former could be taken to mean equality of slavery as well as liberty and
has, in fact, been so narrowed down in recent years as to be of minor
significance. The latter could be interpreted to mean any sort of "right,"
including the "right to an equal income."
"... the opening affirmation includes what follows, since, if anyone did
infringe upon the freedom ofanother, all would not be equally free." Clara
Dixon Davidson in Liberty, September 3, 1892, as quoted in Benjamin R.
Tucker, Instead of a Book (New York: B. R. Tucker, 1893), p. 137. Davidson's formulation has been completely neglected.
The present section is meant more as a logical critique of the theory of
status than as a detailed account of society in the Middle Ages. For a
critique of a recent expression of the Happy Peasant myth, see Charles E.
Silberman, The Myths of Automation (New York: Harper & Row, 1967), pp.
98-107.
See the readings referred to in footnote 3 of the preceding chapter.
The devotion of government to charity may be gauged by.its universal
repression of mendicancy. A direct gift to a beggar helps the recipient directly
and leaves no opportunity for large bureaucratic organizations to live
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full-time off the transaction. Harassment of direct aid, then, functions as a
grant of monopolistic privilege to the "official" charity organizations.
Isabel Paterson points out that the American government imposed a
requirement of minimum cash assets for immigrants as an alleged way of
helping the poorer immigrants! The actual effect, of course, was to keep the
poorest immigrants, who could not meet the requirement, from American
shores and economic opportunity.
....
On various aspects of the problem of charity and poverty, see Paterson,
"The Humanitarian with the Guillotine," in The God of the Machine, pp.
233-50; Spencer, Social Statics, pp. 317-29; Mises, Human Action, pp.
831-36; F. A. Harper, "The Greatest Economic Charity," in Sennholz, ed.,
On Freedom and Free Enterprise, pp. 94 ff.; and Leonard E. Read, "Unearned
Riches," ibid., pp. 188-95.
W. H. Hutt actually goes this far in his article, "The Concept of Consumers'
Sovereignty," EconomuJoumal (March, 1940), pp. 66-77.
It is also peculiar that critics generally concentrate their fire on profits
("the profit motive"), and not on other market incomes such as wages. It is
difficult to see any sense whatever in moral distinctions between these
incomes.
Some years ago we were promised a "refutation" of the libertarian
position-one which never appeared. It was to be entitled, "Back to the
Jungle." See Ralph L. Roy, Apostles ofDiscord (Boston: Beacon Press, 1953),
p.407.
On the spurious problems of"bargaining power," see Scoville and Sargent,
Fact and Fancy in the TNECMonographs, pp. 312-13; and W. H. Hutt, Theory
of Collective Bargaining (Glencoe, Ill.: Free Press, 1954), Part 1.
Nock, Our Enemy the State.
Here we refer to pure gambling, or games of chance, such as roulette, with
no intermingled elements of skill such as in race-track betting.
It is curious that so many economists, including Alfred Marshall, have
"?roved" the "irrationality" of gambling (e.g., from the diminishing margmal utility of money) by first assuming, clearly erroneously, that the
participants do not like to gamblel
Heinrich Rommen, The State in Catholic Thought, a Treatise in Polilical·
Philosophy (London, 1950).
Thus, see Leoni, Freedom and Ihe Law.
Rommen, op. cit., p. 225.
See Murray N. Rothbard, "Human Rights Are Property Rights," in Essays
OIl Liberty, Vol. VI (IrVington-on-Hudson, N.Y.: Foundation for Economic
Education, 1959), pp. 3.15--19. See also Rothbard, "Bertrand de]ouvenel e i
diritti di proprieta.," Biblioteca della Liberta (1966, No.2), pp. 41-45.
Paul L. Poirot, "Property Rights and Human Rights," in Essays on Liberty,
Vol. II (Irvington-on-Hudson, N.Y.: Foundation for Economic Education, 1954), pp. 79-89.
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Preface
This book emerges out of a comprehensive treatise on
economics that I wrote several years ago, Man, Economy, and Slale
(2 vols., Van Nostrand, 1962). That book was designed to offer
an economic analysis of Crusoe economics, the free market, and
of violent intervention-empiricalIy, by government almost exclusively. For various reasons, the economic analysis of government intervention could only be presented in condensed and
truncated form in the final, published volume. The present book
serves to fill a long-standing gap by presenting an extensive,revised and updated analysis of violent intervention in the
economy.
Furthermore, this book discusses a problem that the published version of Man, Economy, and Slale necessarily had to leave
in the dark: the role of protection agencies in a purely freemarket economy. The problem of how the purely free-market
economy would enforce the rights of person and property
against violent aggression was not faced there, and the book
simply assumed, as a theoretical model, that no one in the free
market would act to aggress against the person or property of his
fellowmen. Clearly it is unsatisfactory to leave the problem in
such a state, for how would a purely free society deal with the
problem of defending person and property from violent attacks?
Virtually all writers on political economy have rather hastily
and a priori assumed that a free market simply cannol provide
defense or enforcement services and that therefore some form
of coercive-monopoly governmental intervention and aggression must be superimposed upon the market in order to provide
v

1

,

such defense services. But the first chapter of the present book
argues that defense and enforcement could be supplied, like all
other services, by the free market and that therefore no government action is necessary, even in this area. Hence, this is the first
analysis of the economics of government to argue that no provision of goods or services requires the existence of government.
For this reason, the very existence of taxation and the government budget is considered an act of intervention into the free
market, and the consequences of such intervention are
examined. Part of the economic analysis of taxation in Chapter 4
is devoted to a thorough critique of the very concept of 'justice"
in taxation, and it is argued that economists who have blithely
discussed this concept have not bothered to justify the existence
of taxation itself. The search for a tax "neutral" to the market is
also seen to be a hopeless chimera.
In addition, this book sets forth a typology of government
intervention, classifying different forms as autistic, binary, or
triangular. In the analysis of triangular intervention in Chapter
3, particular attention is paid to the government as an indirect
dispenser of grants of monopoly or monopolistic privilege, and
numerous kinds of intervention, almost never considered as
forms of monopoly, are examined from this point of view.
More space than is usual nowadays is devoted to a critique of
Henry George's proposal for a "single tax" on ground rent.
Although this doctrine is, in my view, totally fallacious, the
Georgists are correct in noting that their important claims and
arguments are never mentioned, much less refuted, in current
works, while at the same time many texts silently incorporate
Georgist concepts. A detailed critique of Georgist tax theory has
been long overdue.
In recent years, economists such as Anthony Downs, James
Buchanan, and Gordon Tullock (many of them members of the
"Chicago School" of economics) have brought economic analysis
to bear on the actions of government and of democracy. But they
have, in my view, taken a totally wrong turn in regarding government as simply another instrument of social action, very
much akin to action on the free market. Thus, this school of
vi
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the principle of maximum utility, and it still reflects mutual
benefit to all concerned. Conflict enters only with the invader.
The invader, let us say, is in the process of committing an
aggressive act against Smith, thereby injuring Smith for his gain.
The defense agency, rushing to the aid of Smith, of course,
injures the invader's utility; but it does so only to counteract the
injury to Smith. It does help to maximize the utility of the
noncriminals. The principle of conflict and loss of utility was
introduced, not by the existence ofthe defense agency, but by the
existence of the invader. It is still true, therefore, that utility is
maximized for all on the free market; whereas to the extent that
there is invasive interference in society, it is infected with conflict
and exploitation of man by man.

d. The Argument from Envy
Another objection holds that the free market does not really
increase the utility of all individuals, because some may be so
smitten with envy at the success of others that they really lose in
utility as a result. We cannot, however, deal with hypothetical
utilities divorced from concrete action. We may, as praxeologists,
deal only with utilities that we can deduce from the concrete
behavior of human beings. 12 A person's "envy," unembodied in
action, becomes pure moonshine from the praxeological point
of view. All that we know is that he has participated in the free
market and to that extent benefits by it. How he feels about the
exchanges made by others cannot be demonstrated to us unless he
commits an invasive act. Even if he publishes a pamphlet
denouncing these exchanges, we have no ironclad proof that this
is not a joke or a deliberate lie.

e. Utility Ex Post
We have thus seen that individuals maximize their utility ex
ante on the free market and that the direct result of an invasion is
that the invader's utility gains at the expense of a loss in utility by
his victim. But what about utilities ex post? People may expect to
benefit when they make a decision, but do they actually benefit
from its results? The remainder of this volume will largely
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General, over-all price maxima dislocate the entire economy
and deny the consumers the enjoyment of substitutes. General
price maxima are usually imposed for the announced purpose of
"preventing inflation"-invariably while the government is
inflating the money supply by a large amount. Overall price
maxima are equivalent to imposing a minimum on the
purchasing power of the money unit, the PPM (see Fig 3):
PPM

s
Dm
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0'------------'----------F
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Fig. 3. Effect of General Price Maximo

OF is the money stock in the society; LkLk the social demand
for money; FP is the equilibrium PPM (purchasing power of the
monetary unit) set by the market. An imposed minimum PPM
above the market (OC) impairs the clearing "mechanism" of the
market. At OC the money stock exceeds the money demanded.
As a result, the people possess a quantity ofmoney GH in "unsold
surplus." They try to sell their money by buying goods, but they
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Many writers and economists, otherwise in favor of free trade,
have conceded the validity ofthe "infant industry argument" for
a protective tariff. Few free-traders, in fact, have challenged the
argument beyond warning that the tariff might be continued
beyond the stage of"infancy" of the industry. This reply in effect
concedes the validity of the "infant industry" argument. Aside
from the utterly false and misleading biological analogy, which
compares a newly established industry to a helpless new-born
baby who needs protection, the substance of the argument has
been stated by Taussig:
The argument is that while the price of the protected article is temporarily raised by the duty, eventually it is lowered. Competition sets
in ... and brings a lower price in the end.... This reduction in
domestic price comes only with the lapse of time. At the outset the
domestic producer has difficulties, and cannot meet the foreign competition. In the end he learns how to produce to best advantage, and
then can bring the article to market as cheaply as the foreigner, even
more cheaply.29

Thus, older competitors are alleged to possess historically
acquired skill and capital that enable them to outcompete any
new rivals. Wise protection of the government granted to the
new firms, therefore, will, in the long run, promote rather than
hinder competition.
The infant industry argument reverses the true conclusion
from a correct premise. The fact that capital has already been
sunk in older locations does, it is true, give the older firms an
advantage, even if today, in the light of present knowledge and
consumer wants, the investments would have been made in the
new locations. But the point is that we must always work with a
given situation, with the capital handed down to us by the investment of our ancestors. The fact that our ancestors made
mistakes-from the point of view of our present superior
knowledge-is unfortunate, but we must always do the best with
what we have. We do not and never can begin investing from
scratch; indeed, if we did, we should be in the situation of
Robinson Crusoe, facing land again with our bare hands and no
inherited equipment. Therefore, we must make use of the ad-
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chases the land from the original buyer, and, once he does so, the
tax has been fully paid and disappears. From that point on,
free-market allocations prevail. Once land gets into the hands of
the user, he has, as it were, "bought out" the permission tax, and,
from then on, everything proceeds on a free-market basis. 57 In
contrast, the feudal lord passes the land on to his heirs. The true
owners now have to pay rent where they did not have to pay
before. This rent-tax continues indefinitely. Because of the
generally vast extent of the grant, as well as various prohibitory
laws, it is most unusual for the feudal lord to be bought out by his
tenant-subjects. When they do buyout their own plots, however,
their land is from then on freed from the permission-tax incubus.
One charge often made against the market is that "all"
property can be traced back to coercive depredations or State
privilege, and therefore there is no need to respect current
property rights. Waiving the question of the accuracy of the
historical contention, we may state that historical tracings
generally make little difference. Suppose, for example, that
Jones steals money from Smith or that he acquires the money
through State expropriation and subsidy. And suppose that
there is no redress: Smith and his heirs die, and the money
continues in Jones' family. In that case, the disappearance of
Smith and his heirs means the dissolution of claims from the
original titleholders at that point, on the "homestead" principle of
property right from possession of unowned property. The
money therefore accrues to the Jones family as their legitimate
and absolute property.58
This process of converting force to service, however, does not
work where rent paid for ground land is akin to regional
taxation. The effects of speculation in original land disappear as
the users purchase the land sites, but dissolution does not take
place where feudal land grants are passed on, unbroken, over
the generations. As Mises states:
Nowhere and at no time has the large-scale ownership of land come
into being through the working of economic forces in the market. It is
the result of military and political effort. Founded by violence, it has
been upheld by violence and by that alone. As soon as the latifundia
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the tax-exempt, particularly those instrumental in obtaining the
exem ptions for themselves. These writers include those
advocates of the free market who treat a tax exemption as a
special privilege and attack it as equivalent to a subsidy and
therefore inconsistent with the free market. Yet an exemption
from taxation or any other burden is not equivalent to a subsidy.
There is a key difference. In the latter case a man is receiving a
special grant of privilege wrested from his fellowmen; in the
former he is escaping a burden imposed on other men. Whereas
the one is done at the expense of his fellowmen, the other is not.
For in the former case, the grantee is participating in the
acquisition ofloot; in the latter, he escapes payment of tribute to
the looters. To blame him for escaping is equivalent to blaming
the slave for fleeing his master. It is clear that if a certain burden
is unjust, blame should be levied, not on the man who escapes the
burden, buton the man or men who impose itin the first place. If
a tax is in fact unjust, and some are exempt from it, the hue and
cry should not be to extend the tax to everyone, but on the contrary
to extend the exemption to everyone. The exemption itself cannot be
considered unjust unless the tax or other burden is first
established as just.
Thus, uniformity of treatment per se cannot be established as a
canon of justice. A tax must first be proven just; if it is unjust,
then uniformity is simply imposition of general injustice, and
exemption is to be welcomed. Since the very fact of taxation is an
interference with the free market, it is particularly incongruous
and incorrect for advocates of a free market to advocate
uniformity of taxation.
One of the major sources of confusion for economists and
others who are in favor of the free market is that the free society
has often been defined as a condition of "equality before the
law," or as "special privilege for none." As a result, many have
transferred these concepts to an attack on tax exemptions as a
"special privilege" and a violation of the principle of "equality
before the law." As for the latter concept, it is, again, hardly a
criterion ofjustice, for this depends on the justice of the law or
"treatment" itself. It is this alleged justice, rather than equality,
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of rulers or political policies. Yet this political sphere of open
demagogy is precisely the only one where the mass of individuals
are deemed to be competentP' 4

3. THE PROBLEM OF IMMORAL CHOICES
Some writers are astute enough to realize that the market
economy is simply a resultant of individual valuations, and thus
they see that, if they do not like the results, the fault lies with the
valuations, not the economic system. Yet they proceed to
advocate government intervention to correct the immorality of
individual choices. If people are immoral enough to choose
whiskey rather than milk, cosmetics rather than educational
matter, then the State, they say, should step in and correct these
choices. Much of the rebuttal parallels the refutation of the
knowledge-of-interests argument; i.e., it is self-contradictory to
contend that people cannot be trusted to make moral decisions
in their daily lives but can be trusted to vote for or accept leaders
who are morally wiser than they.
Mises states, quite rightly, that anyone who advocates
governmental dictation over one area of individual consumption
must logically come to advocate complete totalitarian dictation
over all choices. This follows if the dictators have any set of
valuational principles whatever. Thus, if the members of the
ruling group like Bach and hate Mozart, and they believe
strongly that Mozartian music is immoral, they arejust as right in
prohibiting the playing of Mozart as they are in prohibiting drug
use or liquor consumption. s Many statists, however, would
not balk at this conclusion and would be willing to take over this
congenial task.
The utilitarian position-that government dictation is bad
because no rational ethics exists, and therefore no person has a
right to impose his arbitrary values on someone else-is, we
believe, an inadequate one. In the first place, it will not convince
those who believe in a rational ethics, who believe that there is a
scientific basis for moral judgments and that they are not pure
whim. And furthermore, the position involves a hidden moral
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exchange and free capitalism that have led to an enormous
improvement in living standards. Capitalist production is the
only method by which poverty can be wiped out. As we stressed
above, production must comefirst, and only freedom allows people
to produce in the best and most efficient way possible. Force and
violence may "distribute," but it cannot produce. Intervention
hampers production, and socialism cannot calculate. Since
production of consumer satisfactions is maximized on the free
market, the free market is the only way to abolish poverty.
Dictates and legislation cannot do so; in fact, they can only make
matters worse.
The appeal to "charity" is a truly ironic one. First, it is hardly
"charity" to take wealth by force and hand it over to someone
else. Indeed, this is the direct opposite of charity, which can
only be an unbought, voluntary act of grace. Compulsory
confiscation can only deaden charitable desires completely, as the
wealthier grumble that there is no point in giving to charity when
the State has already taken on the task. This is another
illustration of the truth that men can become more moral only
through rational persuasion, not through violence, which will, in
fact, have the opposite effect.
Furthermore, since the State is always inefficient, the amount
and direction of the giving will be much different from what it
would be if people were left free to act on their own. If the State
decides from whom to take and to whom to give, the power
residing in the State's hands is enormous. It is obvious that
political unfortunates will be the ones whose property is
confiscated, and political favorites the ones subsidized. And in
the meantime the State erects a bureaucracy whose living is
acquired by feeding off the confiscation of one group and the
encouraged mendicancy of another.
Other consequences follow from a regime of compulsory
"charity." For one thing, "the poor"-or the "deserving"
poor-have been exalted as a privileged caste, with an
enforceable claim to the production ofthe more able. This is a far
cry from a request for charity. Instead, the able are penalized
and enslaved by the State, and the unable are placed on a moral
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inflating the currency; and (2) after the money has percolated down to the
public. it destroys part of the money's usefulness.
Ludwig von Mises, Human Action (New Haven: Yale University Press.
1949), pp. 432n., 447. 469,776.
Perhaps one of the reasons was that State mint monopolies. instead of
serving customers with desired coins, arbitrarily designated a few denominations that they would mint and circulate. A coin of slightly lighter weight
was then treated as an intruder.
A modern example of the impossibility of keeping undervalued coins in
circulation is the disappearance of silver dollars. half-dollars. and other
coins that circulated in the United States during the 1960's. William F.
Rickenbacker, Wooden Nickels (New Rochelle, N.Y.: Arlington House,
1966).
On legal-tender laws. see Lord Farrer. Studies in Currency 1898 (London:
Macmillan & Co.• 1898), p. 43, and Mises. Human Action, pp. 432n., 444.
447.
In recent years, the myth has developed that usury laws in the Middle Ages
were justifiable because they dealt with the consumer who had to borrow
rather than with productive business. On the contrary. it is precisely the
risky consumer-borrower (who most "needs" the loan) who is most injured
by the usury laws because he is the one deprived of credit.
On usury laws,see Rudolph C. Blitz and Millard F. Long, "The Economics
of Usury Regulation;'Journal of PoliticalEconomy (December. 1965), pp.
608-19.
It is interesting to note that the bulk of "organized crime" occurs not as
invasions of persons and property (in natural law. the mala per se). but as
attF.mpts to circumvent government prohibitions in order to satisfy the
desires of consumers and producers, alike more efficiently (the mala prohibita). Entrepreneurs of the latter kind constitute the generally despised
"black marketeers" and "racketeers."
The workings of rationing (as well as the socialist system in general) have
never been more vividly portrayed than in Henry Hazlitt's novel. The Great
Idea (New York: Appleton-Century-Crofts. 1951). reissued as Time Will
Run Back (New Rochelle, N. Y.: Arlington House, 1967).
On maximum hour laws. see W. H. Hutt. "The Factory System of the Early
Nineteenth Century," in F. A. Hayek. ed.• Capitalism and the Historians
(Chicago: University of Chicago Press. 1954). pp. 160--88.
See Rothbard. Man, Economy, and State, Chap. 10, for a refutation of
monopoly theories on the free market.
For an interesting, though incomplete. discussion of many of these measures (an area largely neglected by economists), see Fritz Machlup, The
Political Economy ofMonopoly (Baltimore: Johns Hopkins Press, 1952). pp.
249-329.
Subsidies, of course. penalize competitors not receiving the subsidy. and

272

Notes to Chapter 3

Leland B. Yeager and David Tuerck, Trade Policy and The Price System
(Scranton, Pa.: International Textbook Co., 1966).
2S. The impact of a tariff is clearly greater the smaller the geographic area of
traders it covers. A tariff "protecting" the whole world would be meaningless, at least until other planets are brought within our trading market.
26. The tariff advocates will not wish to push the argument to this length, since
all parties clearly lose so drastically. With a milder tariff, on the other hand,
the tariff-protected "oligopolists" may gain more (in the short run) from
exploiting the domestic consumers than they lose from being consumers
themselves.
27. Our two-man example is similar to the illustration used in the keen critique
of protection by Frederic Bastiat. See Bastiat, Economic Sophisms (Princeton,
N.J.: D. Van Nostrand, 1964), pp. 242-S0, 202-9. Also see the "Chinese
Tale," and the famous "Candlemakers' Petition," ibid., pp. 182-86,56-60.
Also see the critique of the tariff in George, Protection or Free Trade, pp.
SI-54; and Arthur Latham Perry, Political Economy (New York: Charles
Scribners' Sons, 1893), pp. 509 ff.
28. George, Protection or Free Trade, pp. 4S-46. Also on free trade and protection, see C. F. Bastable, The Theory of International Trade, 2d ed. (London:
Macmillan & Co., 1897), pp. 128-56; and Perry, op. cit., pp. 461-533.
29. F. W. Taussig, Principles ofEconomics, 2nd ed. (New York: Macmillan Co.,
1916), p. S27.
30. Mises, Human Action, p. 506.
31. See also W. M. Curtiss, The TarifJIdea (lrvington-pn-Hudson, N.Y.: Foundation for Economic Education, 1953), pp. SO-52.
32. Many States have imposed emigration restrictions upon their subjects. These
are not monopolistic; they are probably motivated by a desire to keep
taxable and conscriptable people within a State's jurisdiction.
33. It is instructive to study the arguments of those "internationalist" Congressmen who advocate changes in American immigration barriers. The
changes proposed do not even remotely suggest the removal of these
barriers.
34. Advocates of the "free market" who also advocate immigration barriers
have rarely faced the implications of their position. See Appendix B, on
"Coercion and Lebensraum."
35. Oscar W. Cooley and Paul Poirot, The Freedom to Move (Irvington-onHudson, N.Y.: Foundation for Economic Education, 19S1), pp. 11-12.
36. For a brilliant discussion of the anti-child-labor Factory Acts in early
nineteenth-century Britain,see Hutt, "The Factory System," loco cit. On the
merits of child labor. See also D. C. Coleman, "Labour in the English
Economy of the Seventeenth Century," The Economic History Review (April,
1956), p. 286.
37< A news item illustrates the connection between child laborlaws and restrictionist wage rates for adults-particularly for unions: "Through the co-
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view (September, 1956), p. 733; and Donald Dewey, "A Reappraisal of
F.O.B. Pricing and Freight Absorption," Southern EconomicJournal (July,
1955), pp. 48-54.
50. Economists have, until recently, almost completely neglected conservation
laws, leaving the field to romantic "conservationists." But see the brilliant
analysis by Anthony Scott, "Conservation Policy and Capital Theory,"
Canadian Journal of Economics and Political Science (November, 1954), pp.
504-13, and idem, Natural Resources: The Economics of Conservation (Toronto: University of Toronto Press, 1955);seealso Mises,HumanAction, pp.
652-53.
51. Scott points out that this attitude rests on the contemptuous and unsupported view that future generations will not be as competent to take care of
themselves as is the present generation. See Scott, Natural Resources, p. 94.
52. As Scott aptly asks: Why agree "to preserve resources as they would be in
the absence of their human users?" Scott, "Conservation Policy," op. cit., p.
513. And further: "Most of [our] progress has taken the form of converting natural resources into more desirable forms of wealth. If man had
prized natural resources above his own product, he would doubtless have
remained savage, practicing ·conservatism.' " Scott, Natural Resources, p.
11. If the logic of tariffs is to destroy the market, then the logic of
conservation laws is to destroy all human production and consumption.
53. Strictly, investors will attempt to maximize their "internal rates ofreturn,"
but maximizing the present value is close enough for our purposes. On the
difference between the two goals in "Austrian" vs. "neo-classical" thought,
see Andre Gabor and I. F. Pearce, "A New Approach to the Theory of the
Firm," Oxford Economic Papers (October, 1952), pp. 252-65.
54. In some cases, however, lower time preferences and greater investment
activity will deplete natural resources at a more rapid rate, if there is a
particularly great demand for their use in the new activity. This is likely to
be true of such resources as coal and oil. See Scott, Natural Resources, pp.
95-97.
55. Entrepreneurs with poor foresight are quickly expelled from their positions through losses. It is ironic that the "plight of the Okies" in the 1930's,
widely publicized as a plea for conservation laws and the result of "cruel
capitalism," actually resulted from the fact that bad entrepreneurs (the
Okies) farmed land that was valueless and submarginal. Forced "conservation" investment on this submarginal land or government subsidization of
. the "Okies" would have aggravated a dislocation that the market quickly
eliminated.
Much American soil erosion, furthermore, has stemmed from failure to
preserve full private property rights in land. Tenant farmers, moving
every few years, often milked the capital of the landlord's property, wasting the resource, in default of proper enforcement of the contractual
necessity to return the land to its owner intact. See ibid., pp. 118, 168.
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that all values are physical. ... In the exchange services performed by
[landowners], their social distribution of sites and resources, no physical
production is involved; hence he is unable to see that they are entitled to
any share in the distribution for their noncoercive distributive or exchange
services.... He rules out all creation of values by the services performed in
[land] distribution by free contract and exchange, which is the sole alternative to either a violent and disorderly or an arbitrary and tyrannical
distribution of land." Ibid., pp. 9-10.
George, Progress and Poverty, p. 404.
"To collect such rent, the government would in practice have to compel the
owner actually to use the land in the best way, hence to prescribe its use in
some detail. Thus, we already see that the advantage of taxation over
socialization of management has practically disappeared." Knight, "The
Fallacies in the 'Single Tax,' " op. cit., p. 809.
"Must we suppose that land ... distributes itself? ... It can be and often
is distributed by the government of a prison camp or by the popularly
elected denizens of a city hall. ... Alternatively, in any free society its sites
and resources must be and chiefly are distributed by the process of free
contract in which ... the title-holder is the only possible first party to the
contract. From him flows his social service of distribution. The rent is his
automatic recompense, set and limited in amount by the free market...."
Heath, How Come That We Finance World Communism? p. 5. See also Heath,
The Trojan Horse of "Land Reform" (New York: n.d.), pp. 10-12, and Heath,
Citadel, Market and Altar (Baltimore: Science of Society Foundation, 1957).
Frank Knight says of the Georgist dream of every map.'s unconditional
right of access to the soil, that (I) "everyone actually has this right, subject
to competitive conditions, i.e., that he pay for it what it is worth," and
that (2) the only viable alternative would be to "get permission from some
political agent of government." For "any attempt to give every person an
unconditional right to access to the soil would establish anarchy, the war of
all against all, and is of course not approximated by a confiscation and
distribution of 'rent' or its employment for 'social ends.' " Knight, "The
Fallacies in the 'Single Tax,' " op. cit., p. 810.
Frank Chodorov, The Economics of Society, Government, and the State
(mimeographed MS., New York: Analysis Associates, 1946).
American homestead legislation, while attempting to establish a "firstuser, first-owner" principle, erred in believing that a certain type of agriculture was the only legitimate use for land. Actually, any productive
activity, including grazing or laying railroad tracks, qualifies as use.
"The Fallacies in the 'Single Tax,' " op. cit., pp. 809-10.
Oppenheimer, The Slate, pp. 83-84. On the breakup of feudal domains
into separate substates, see ibid., pp. 191-202.
It must be repeated here that direct users would not be the only ones ever
permitted to own land in the free market. The only stipulation is that use
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these words: "In place of the further extent of taxation advocated by many,
the essay proposes a far more imposing reform, the general abolition of all
compulsory taxes. It is hoped that the comparative novelty of the proposition may not deter practical men from a thoughtful study of the paper." See
the Boston University Year Book III (1876), pp. 17-38. Both quotations may
be found in Sidney H. Morse, "Chips from My Studio," The Radical Review
(May, 1877), pp. 190-92. See also Adam Smith, op. cit., pp. 801-3; Francis
A. Walker, Political Economy (New York: Henry Holt, 1911), pp. 475-76.
Smith, in one of his most sensible canons, declared: "In a small republic,
where the people have entire confidence in their magistrates and are
convinced of the necessity of the tax for the support of the state, and
believe that it will be faithfully applied to that purpose, such conscientious
and voluntary payment may sometimes be expected." Op. cit., p. 802.
The current poll tax began simply as a head tax, but in practice it is
enforced only as a requirement for voting. It has therefore become a voting
tax.
See below on fees charged for government service.
Voting, like taxation, is another activity generally phrased in terms of
"duty" rather than benefit. The call to "du_ty" is as praxeologically unsound
as the call to sacrifice and generally amounts to the same thing. For both
exhortations tacitly admit that the actor will derive little or no benefit from
his action. Further, the invocation of duty or sacrifice implies that someone
else is going to receive the sacrifice or the payment of the "obligation"-and
often that someone is the exhorter himself.
We are assuming that the government will confine its use of force to
defense, i.e., will pursue a strictly laissezfaire policy. Theoretically, it is
possible that a government may get all its revenue from voluntary contribution, and yet pursue a highly coercive, interventionist policy in other
areas of the market. The possibility is so remote in practice, however, that
we may disregard it here. It is highly unlikely that a government coercive in
other ways would not take immediate steps to see that its revenues are
assured by coercion. Its own revenue is always the State's prime concern.
(Note the very heavy penalties for income-tax evasion and counterfeiting
of government paper money.)
Spencer, Herbert and Levy, Molinari, ops. cit. At other times, however,
Molinari adopted the pure free-market position. Thus, see what may be
the first developed outline of the purely libertarian system in Gustave de
Molinari, "De la production de la securite," Journal des Economistes (Feb.,
1849), pp. 277-90, and Molinari, "Onzieme soiree" in Les soirees de La rue
Saint Lazare (Paris, 1849).
These corporations would not, of course, need any charter from a government but would "charter" themselves in accordance with the ways in
which their owners decided to pool their capital. They could announce
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their limited liability in advance, and then all their creditors would be put
amply on guard.
There is a strong a priori reason for believing that corporations will be
superior to cooperatives in any given situation. For if each owner receives
only one vote regardless of how much money he has invested in a project
(and earnings are divided in the same way), there is no incentive to invest
more than the next man; in fact, every incentive is the other way. This
hampering ofinvestment militates strongly against the cooperative form.

NOTES TO CHAPTER 5
1. The subject of government binary intervention in the form of credit
expansion is covered in Rothbard, Man, Economy, and State, pp. 850--78.
2. Harriss, "The Public Finance," in Haley, ed., A Survey of Contemporary
Economics, II, p. 262.
3. Thomas Mackay,Methods ofSocial Reform (London:]ohn Murray, 1896), p.
210. Recently, economists have begun to recognize that government relief
encourages leisure, discourages work, and subsidizes poverty. See Yale
Brozen, "Welfare Without the Welfare State," The Freeman (December,
1966), pp. 40-42; C. T. Brehm and T. R. Saving, "The Demand for
General Assistance Payments," American Economic Review (December,
1964), pp. 1002-18; idem, "Reply," American Economic Review (June, 1967),
pp. 585-88; and Henry Hazlitt, "Income Without Work," The Freeman
(July, 1966), pp. 20--36.
4. From the following admiring anecdote of such a drive, the reader can
gauge just who was the true friend of the poor organ-grinder-his customer or the government: "... during a similar campaign to clean up the
streets of organ-grinders (most of whom were simply licensed beggars) a
woman came up to LaGuardia at a social function and begged him not to
deprive her of her favorite organ grinder.
'Where do you live?' he asked her.
'On Park Avenue!'
La Guardia successfully pushed through his plan to eliminate the organgrinders and the peddlers, despite the pleas of the penthouse slummers."
Newbold Morris and Dana Lee Thomas, Let the Chips Fat! (New York,
1955), pp. 119-120.
5. See Murray N. Rothbard, "Government in Business," in Essays on Liberty,
Vol. IV (Irvington-on-Hudson, N.Y.: Foundation for Economic Education, 1958), pp. 186 ff.
6. Cf. Ludwig von Mises, Bureaucracy (New Haven: Yale University Press,
1946), pp. 50, 53.
7. See the interesting pamphlet by Frank Chodorov, The Myth ofthe PostOffice,
reprinted in Chodorov, One Is A Crowd (New York: Devin Adair, 1952), pp.
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that such minority groups could become majorities. For more on "human"
rights and property rights, see below.
To Spencer Heath, this is the only genuine form of democracy: "When
persons contractually pool their separate titles to property by taking undivided interests in the whole, they elect servants--officers-and otherwise
exercise their authority over their property by a process of voting, as
partners, share owners or other beneficiaries. This is authentically democratic in that all the members exercise authority in proportion to their
respective contributions. Coercion is not employed against any, and all
persons are as free to withdraw their membership and property as they
were to contribute it." Heath, Citadel, Market and Altar, p. 234.
Even if, as is highly unlikely-especially in view of the fact that rulers
under socialism are those most adept at wielding force-the socialist leaders were saintly men, wishing to give a political opposition every chance,
and even if the opposition were unusually heroic and risked liquidation by
emerging into the open, how would the rulers decide their allocations?
Would they give funds and resources to all opposing parties? Or only to a
pro-socialist opposition? How much would they allocate to each opposition
party?
See Schumpeter, Capitalism, Socialism, and Democracy, passim.
The "modern democrat" might object that the candidate's party affiliation
enables the voter to learn, if not his personal competence, at least his
political ideology. But the "modern democrat" is precisely the theorist who
hails the current "two-party" system, in which the platforms of both parties
are almost indistinguishable, as the most efficient, stable form of
democratic government.
These considerations also serve to refute the contention of the "conservative" that a republic will avoid the inherent contradictions of a" direct
democracy-a position that itselfstands in contradiction to its proponents'
professed opposition to executive as against legislative power.
Thus Etienne de La Boetie: "Obviously there is no need of fighting to
overcome this single tyrant, for he is automatically defeated if the country
refuses consent to its own enslavement: it is not necessary to deprive him of
anything, but simply to give him nothing; there is no need that the country
make an effort to do anything for itself provided it does nothing against
itself. It is therefore the inhabitants themselves who permit, or rather,
bring about, their own subjection, since by ceasing to submit they could put
an end to their servitude." La Boetie, Anti-Dictator, pp. 8-9.
Even though, in practice, votes of rural or other areas are often more
heavily weighted, this democratic ideal is roughly approximated, or at least
is the general aspiration, in the democratic countries.
Some libertarians consider a constitution a useful device for limiting or
preventing governmental encroachments on individual liberty. A major
difficulty with this idea was pointed out with great clarity by John C.
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Calhoun: that no matter how strict the limitations placed on government
by a written constitution, these limits must be constantly weakened and
expanded if the final power to interpret them is placed in the hands of an
organ of the government itself (e.g., the Supreme Court). See Calhoun, A
Disquisition on Government, pp. 25-27.
29. For a critique of the arguments for government activity-"collective
goods" and "neighborhood effects" or "external benefits"-see Rothbard,
Man, Economy, and State, pp. 883-90.
30. Purchases from business should be deducted gross of government sales to
the public, rather than net, for government sales are simply equivalent to
tax revenue in absorbing money from the private sector.
3!. Due, Government Finance, pp. 76--77. For application of the above method
of correcting national product statistics, see Murray N. Rothbard,America's
Great Depression (Princeton, N.].: D. Van Nostrand, 1963), pp. 296--304.
NOTES TO CHAPTER 6
I. In short, we are saying that the means must be justified by the end. What
else but an end can justify a means? The common conception that the
doctrine, "the end justifies the means," is an immoral device of Communists, is hopelessly confused. When, for example, people object to
murder as a means to achieve goals, they are objecting to murder, not
because they do not believe that means are justified by ends, but because
they have conflicting ends-for example, the end that murder not be
committed. They may hold this view as an end-in-itself or because it is a
means to other ends, such as upholding each man's right to life.
2. For further discussion, see Rothbard, Man, Economy, and State, Chap. 10.
3. Interventionists assume the political (but no other) competence of the
people even when they favor dictatorship rather than democracy. For if
the people do not vote under a dictatorship, they still must accept the rule
of the dictator and his experts. So the interventionists cannot escape this
contradiction even if they give up democracy.
4. Ludwig von Mises has been active in pointing out this contradiction. Thus,
see his Planningfor Freedom (South Holland, Ill.: Libertarian Press, 1952),
pp. 42-43. However, the remainder of Mises' criticism of this antimarket
argument (ibid., pp. 40-44) rather differs from the one presented here.
5. Mises, Human Action, pp. 728-29. The same total dictatorship over consumer choice is also implied by the knowledge-of-interest argument discussed above. As Thomas Barber astutely says: "It is illegal for pleasureboaters to fail to carry a life preserver for every person on board. A great
number of young men are publicly employed to go about and look for
violators of this law. Pleasant for the young men, of course. But is it really
any more the government's business that a man goes canoeing without a
life preserver than that he goes out in the rain without his rubbers? ... The
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30. Henry M. Oliver,jr.,A Critique of Socioeconomic Goals (Bloomington, Ind.:
Indiana University Press, 1954).
31. Kenneth J. Arrow, "Review of Oliver's A Critique of Socioeconomic Goals,"
Potitical Science Quarterly (September, 1955), p. 442. Arrow is correct,
however, when he says, "It is only when the socio-economic goals have
been made clear that we can speak intelligently about the best policies for
their achievement." Such clarification has been attempted in the present
chapter.
32. Oliver,op. cit., pp. 1-12.
33. Ibid., pp. 12-19.
34. In objection to this clause, Oliver states that "Anglo-American law traditionally has voided certain types of contract because of the belief that they
are against the public interest." Ibid., p. 13. It is precisely for this reason
that libertarians suggest changing traditional Anglo-American law to conform to their precepts. Furthermore, "public interest" is a meaningless
term (an example of the fallacy of conceptual realism) and is therefore
discarded by libertarians.
35. Ibid., pp. 26-57.
36. Edward H. Chamberlin, The Theory of Monopolistic Competition, 7th ed.
(Cambridge: Harvard University Press, 1956). pp. 182 fl. "Pure" competition is an unrealistic-and undesirable-model admired by many economists, in which all firms are so tiny that no one has any impact on its market.
See, Rothbard, Man, Economy, and State, Chap. 10.
37. Oliver often cites in his support the essay of Frank H. Knight, "Freedom as
Fact and Criterion," in Freedom and Reform (New York: Harper & Bros.,
1947), pp. 2-3. There is no need to elaborate further on Knight's essay,
except to note his attack on Spencer for adopting both "psychological
hedonism" and "ethical hedonism." Without analyzing Spencer in detail,
we can, by a proper interpretation, make very good sense of combining
both positions. First, it is necessary to change "hedonism"-the pursuit of
"pleasure"-to eudaemonism-the pursuit of happiness. Second, "psychological eudaemonism," the view that "every individual universally and necessarily seeks his own maximum happiness," follows from the praxeological
axiom of human action. From thefact of purpose, this truth follows, but
only when "happiness" is interpreted in a formal, categorial, and ex ante
sense, i.e., "happiness" here means whatever the individual chooses to
rank highest on his value scale.
Ethical eudaemonism-that an individual should seek his maximum
happiness~analso be held by the same theorist, when happiness is here
interpreted in a substantive and ex post sense, i.e., that each individual
should pursue that course which will, as a consequence, make him happier.
To illustrate, a man may be an alcoholic. The eudaemonist may make these
two pronouncements: (I) A is pursuing that course which he most prefers
("psychological eudaemonism"); and (2) A is injuring his happiness, this
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judgment being based on "happiness rules" derived from the study of the
nature of man, and therefore should reduce his alcohol intake to the point
that his happiness is no longer impaired ("ethical eudaemonism"). The two
are perfectly compatible positions.
NOTES TO CHAPTER 7
1. Murray N. Rothbard, "Praxeology: Reply to Mr. Schuller," American
Economic Review (December, 1951), pp. 943-46.
2. On the pitfalls of economic forecasting see John Jewkes, "The Economist
and Economic Change," in Economics and Public Policy (Washington, D.C.:
The Brookings Institution, 1955), pp. 81-99; P. T. Bauer, Economic
Analysis and Policy in Underdeveloped Countries (Durham, N.C.: Duke University Press, 1957), pp. 28-32; and A. G. Abramson, "Permanent Optimistic Bias-A New Problem for Forecasters," Commercial and Financial
Chronicle (February 20, 1958), p. 12.
3. Professor Mises has shown the fallacy of the very popular term "modelbuilding," which has (with so many other scientific fallacies) been taken
over misleadingly by analogy from the physical sciences-in this case,
engineering. The engineering model furnishes the exact quantitative
dimensions-in proportionate miniature-of the real world. No economic
"model" can do anything of the kind. For a bleak picture of the record of
economic forecasting, see Victor Zarnowitz, An Appraisal of Short-Term
Economic Forecasts (New York: Columbia University Press, 1967).
4. Since writing the above, the author has come across a similar point in
Rutledge Vining, Economics in the United States ofAmerica (Paris: UNESCO,
1956), p. 31 ff.
5. Rothbard, "Toward a Reconstruction of Utility and Welfare Economics,"
in Sennholz, ed., On Freedom and Free Enterprise, pp. 243 ff.
6. See Richard Goode, "Direct versus Indirect Taxes; Welfare Implications,"
Public Fiance/Finance Publique (XI, 1, 1956), pp. 95-98; David Walker, "The
Direct-Indirect Tax Problem; Fifteen Years of Controversy," Public
Finance/Finance Publique (X, 2, 1955), pp. 153-76.
7. For a critique of "realism" as a ground for status quo apologetics by social
scientists, see Clarence E. Philbrook, " 'Realism' in Policy Espousal," American Economic Review (December, 1953), pp. 846-59.
8. It is probably true, of course, that general knowledge of these consequences of price control would considerably reduce social support for this
measure. But this is a politico-psychological, not a praxeological, statement.
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