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South 'Holland, 'Jllinois, 'U.S. Jf.

Dear Sir:
The relation of economics to ethics is often as neglected by
religious educators as the relation of ethics to economics is by
economists.
FIRST PRINCIPLES IN MORALITY AND ECONOMICS is a unique publication just because it covers that special field -- the relation
between the two sciences, ethics and economics.
If you are interested in having your school library have a
six-volume set (sturdily paperbound), we are in a position still to
supply a set gratis (subject to prior exhaustion of our stock).

*

*

*

The frames of reference in which man finds himself are:
(1)
his relation to God; (2) his relation to his fellows; and (3) his
relation to things. The first is theology; the second, ethics;
the third, -~econcmi~s.
We believe that the study of the relation of men to each other
(ethics) ought not to be attempted independent of the study of the
rel~tion of men to things (economics).
Men live in a finite world. Their requirements are many and
variable. There is therefore inevitably a shortage of things -- a
welfareshortage, in the real sense of the word, and (it should be
added) a welfareshortage that is in the "nature of things," that is,
is rooted in Creation itself, because the globe on which we live
is finite.
When the question is asked, "Why do men have so many ethical
problems?", the answer is because they first have problems in their
relations to things, that is, economics is in that sense antecedent
to ethics, and it (economics) should therefore be studied simultaneously or even ahead of ethics.
·'
·~

If there were no shortage of things, ethical problems
largely disappear, except those associated with women.
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As an illustration, consider Ricardo's Law of Association or
Cooperation. The formulation of that Law is one of the famous achievements in the history of economic thought, but not many theologians
know about it, and some have not even heard of it.
-
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- 2 Once understood and integrated into one's thinking, Ricardo's
Law of Association becomes more significant for ethics than is
"charity." Then, Cooperation, as defined in Ricardo's Law, will be
included where it properly belongs, in the historic law of love.
Further, "Cooperation" will be discovered to rest solidly on revelation in the Ten Commandments. Finally, charity becomes an appropriate part rather than being exaggerated into the essence of loving
the neighbor.
(See Volume IV in FIRST PRINCIPLES, pages 200-224;
229-255; 259-277; 293-294.)

*

*

*

The structure of these volumes (FIRST PRINCIPLES) is as follows:
the emphasis in the earlier volumes is on ethics; then, progressively
more economics is introduced.
(The material on Ricardo's Law is
about at the mid-point.)
The ethics in these volumes are Hebrew-Christian. The economics
are NEOclassical, the only economics fully reconcilable with revelation.
Neoclassical economics differs significantly from Classical
economics; and it is in complete disagreement with collectivist
economics.
Neoclassical economics is based on rigorous discursive reasoning; it is Occamish in its approach; words are not used as substitutes for reality, and Occam's famous rule, Entia~ sunt multiplicanda praeter necessitatem, is a part of its intellectual method.
One consequence is that the material in these volumes is "strict
constructionist." "Extensionism" in the interpretation of Scripture
is eschewed.

*

*

*

Confessional views are not obtrusive in these volumes. Basically they are nonsectarian, but the background is Protestant
(Calvinist).
(The original name was PROGRESSIVE CALVINISM (the word
PROGRESSIVE indicating reservations about the modern adequacy of
original Calvinism), but non-Calvinists and skeptics questioned
the validity of restricting the title to Calvinism, a critique which
had merit so that the name was changed to FIRST PRINCIPLES IN MORALITY AND ECONOMICS.) Individual issues were written monthly. A
reader will soon discover the "thread of the thought," which is
systematic throughout the six volumes, despite minor variations.

*

*

*

Economics should be considered for inclusion in the curricula
of theological schools. Ethics should not be isolated from the
problem of the relationship of men to things, and so leave ethics
dangling in the air. The relationship of men to things is very
complex, and the magnitude of the resulting problems should not be
under-rated. Read on page four what one of the greatest economists
has written about earlier economists.
(What he wrote about the m
may often be applied to experts in ethics.)
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An educator in the religious field will discover that mastering these volumes will make a contribution toward making religion
more relevant to modern living. Christianity is fighting a hard
fight to avoid being overwhelmed by the secularistic thought of the
modern world. The fault for that does not rest solely with the
secularists, but also in part with those professing Christianity,
who have allowed themselves to remain uninformed of advances in the
most important of the social sciences, namely, economics.
(Pseudoeconomics of the Keynesian and similar brands is here ignored.)
Details about these volumes are as follows: A 32-page monthly
for six years, 1955-1960; 384 pages each volume; size, 5-1/2" x
8-1/2"; paperbound; retail price, $18 for the set of six volumes.
Available, as long as the reserved supply lasts
F R E E
to
religious libraries.
We enclose two sample copies of the monthly issues for you,
your librarian and other colleagues.
Yours very truly,
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Libertarian Press
366 East 166th Street
South Holland, Illinois, USA
Please send us the FREE six-volume set of FIRST PRINCIPLES IN
MORALITY AND ECONOMICS as offered in the foregoing.

Librarian
Ordered by:
Library
School

Signature

Address
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"THE AUSTRIAN ECONOMISTS"
by
Eugen von BBhm-Bawerk
Two Distinct Problems: Relations Of Men To Things;
Relations Of Men To Each Other

No one has ever been deluded into thinking that this
second process is not difficult and involved - not eve
classical economists. But, on the other hand, ~ally
underrated the difficulties of the first process~~;; beiTeved
that as regards the relatwn of men to external goods, there
was nothing at all to be explained, or, speaking more exactly,
determined. Men need goods to supply their wants; men
desire them and assign to them in respect of their utility
a value in use. That is all the classical economists knew
or taught in regard to the relation of men to goods. While
value in exchange was discussed and explained in extensive
chapters, from the time of Adam Smith to that of Mr. Macvane, value in use was commonly dismissed in two lines,
and often with the added statement that value in use had
nothing to do with value in exchange.

without thoroughly understanding the interest
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a. (the Neoclassicists)
b. (namely, the relation
of men to goods)

•

c. (in goods)
d. (men to things)
e. (men to men)

SHORTER CLASSICS OF EUGEN VON B0HM-BAWERK
Libertarian Press, South Holland, Ill., USA
1962, $7.50, pages 19-21.
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December 31, 1962

Professor XYZ
XYZ College
~ Podunk, New York
Dear Sir:
The writer of this letter has as an "avocation" the publishing of economic classics of tne Neoclassical School. These classics,
he has discovered, are not popular for reasons which will be g iven
later, and this letter ou t lines an experimental approach to endeavor
to increase the acquaintance of students with Neoclassical economics.
In 1919 the writer took a basic economics course for two
quarters at a famous midwest University. The text used was Taussig ' s
PRINCIPLES OF ECONOMICS. At that time, as a student, he heard much
talk about the "revolution in economics " which was associated with
the idea of marginal utility; but the real character and ex t ent o f
the revolution never registered on his mind; just words. He remembers, half confusedly, that the talk was much about "value , " but he
did not " catch on" to the idea involved.
Since leaving school h e has not heard any more about ma rg i n al
utility.
In forty years in business and commercial research, not a
single businessman has used or appiied the term in a practical
decision!
If businessmen understand the idea, the y c e rtainly do
not know how to "use" it, or do not think it is useful!

*

*

*

I think if I were trying to introduce a young man to economics
I would limit "my" basic course to thirteen subjects as follows:
l.

-

That economics is the "opposite number" to naive
observations.
I would use as my text the first pages
of Henry Hazlitt's ECONOMICS IN ONE LESSON, which tells of Bastiat's
illustration of the broken window.
In a sense, the method of economics is to go beyond immediate consequences to ultimate consequences.
If a student has gr~sped that idea, he will have developed a high
respect for economics.
2.

That division of labor is a requisite of increased
productivity, whether in a primitive or advanced
society. As a text I would use what Adam Smith wrote on that subject in his WEALTH OF NATIONS. That has the advantage of introducing the student early to as outstanding an economist as Smith.

Professor XYZ
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3.

That there is really no shortage of money. Adam
Smith blasted that idaaalso in an effective manner.
I would again use W~ALTH OF NATIONa as the text matter.
There
cannot be a shortage of money if prlces are left free to be
variable.
(Of course, there is a shortage of money under inflationism, because "imaginative" sellers raise their prices faster than
the printing presses can run, the human mind being faster than
printing presses.)

4.

That Ricardo's Law of Association (or cooperative
costs, as it is also called) is one of the greatest and
most astonishing and illuminating theorems in economics.
That
theorem shows that when one man is more talented in every ac~1vity
than another, by appropriate divis1on of labor ~he man who is less
competent in every activity can still contribute to the welfare of
the more talented man; and vice versa.
~1cardo worked out the
idea for international trade, but IT APPLI2S TO ALL TRADE, to every
human exchange. Ricardo's law is universal.
The writer several years ago eudeavored to make clear
th0 idea, using as a simple illustration the cooperation of two
men in building houses for themselves. See the attached reproduction of the first few pages.
(There is more to Ricardo's Law than in
the pages shown.) See especially, Mises's HUMAN ACTION, pages 158163.
5.

The revolution that occurred in economics, to which
previous reference has been made, hinges on the concept
of the subjective theory of value. That -- the discovery and
elaboration of tha"t:: theory -- was the revolution in econom1cs.
In this connection, it is significant that endeavors to
explain the subjective theory of value by an abbreviated summary
have all failed miserably, and are ne1ther lucid nor forceful.
Carl Menger wrote a simple, pioneer text on the subject,
but it has only recently been available in the English language.
Impor~ant extracts from that text should be the maln subject matter
for this part of the course. (Menger's book was published by The
Free Press of Glencoe, Inc., 60 Fifth Avenue, New York 11, New York
(a division of the Crowell-Collier Publishing Company; we have some
exemplars available for sale -- as long as our limited stock lasts.)
In addition, ~ugen von B~hm-Bawerk has covered the
subject extensively in Book III of his Volume II of his three-volume
work, CAPITAL AND INTEREST.
The second volume is known as Posit1ve
Theory of Capital, and Book III has the t1tle, "Value and Pric~."
The part on "value" is the appropriate section in this connect1on.
"Value and Price · is available as a paperback Extract for $2. See
enclosed 16-pag.e promotion brochure pertaining to "Value and Price."

..

Professor XYZ
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6.

That the "problem" of "unearned income" is not solvable,
in the sense of eliminating it.
There will have to be
the equivalent of unearned income in a social1st-communist society
if justice is to prevail. Unearned income (originary interest) is
in the "nature of things"; it is part of the cosmology of the world.
Karl Marx, in order to get rid of unearned income
(interest, rent, profits) threw the baby out with the bath, that
is, he said there should be no private ownership of capital. By
eliminating the ownership he t~ought he could el1minate the income.
There is one chapter in Volume I (History and Critique of Interest
Theories in B~hm-Bawerk's CAPITAL AND INTER£ST), namely, Chapter XII
with the title, "The Exploitation Theory," which makes clear cha-c
unearned income (excepting, of course, trading gains or losses) is
based upon subjective valuations, and is noth1ng more than one
manifestation of the universal DISCOUNTING OF THE FUTURE.
If
students can catch on to that concept, they will know that the idea
of not allowing for time in evaluation of things is contrary to
the nature of reality and "will not work." The basic "evaluations"
of people frustra1:e finally every attempt to eliminate "discounting
for "the futur-e" which is what "originary interest" is.
The chapter of B~hm-Bawerk to which reference is made
carries the title, "The Exploitation Theory," and is available as
a paperoack Extract for $1.50.
7.

That capitalism is extraordinarily "socialistic".
When
a man has a wonderful money-mak1ng invention or scheme
(except he have a monopoly, and after all monopolies are very few
in number unless protected by special law), he is compelled by
inescapable competition to share his profits -- with suppliers,
employees, customers, etc., including the government-- so that his
special profit is steadily eroded to mere originary interest
(referred to under 6), amounting in a noninflationary economy to
somewhere (probably) between 3% and 4%. Competitive capitalism
re-distributes the £EOceeds of every great innovator to others,
whether an inventor or a great organizer or who have you, leaving
only as "unearned" originary interest, which must exist even under
perfect socialism.
See B~hm-Bawerk, Volume I, pages 263-271.
(Indeed, a fertile brain can think up a series of innovations,
which all however develop declining earnings, but because there 1s
a series of them, such an operator may all his life sarn more than
originary interest. A man like that is a benefactor to all his
contemporaries. The contemporaries get by far the most of his great
productivity. His share, because of erosion by competition, is
percentage-wise smaller as his contribution is greater. That is
the "socialism" in competition under capitalism.
8.

That contrary to the opinion of governmental authorities
in the United States, uniformity of price is not

Professor XYZ
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Another problem is the cost of books to the student.
The
syllabi will partially solve that. Ample exemplars of the classics
in the universrty library will also help.
The secondhand book
business is an additional solution. Finally, this publishing house
is '' open to suggestions" on what it might do to promote a program
to work as much as possible directly off the classics in econom1cs.

*

*

*

~ven as long ago as 1886 B~hm-Bawerk expressed his great
surprise that the ideas involved in the subjective theory of value
had not been grasped and used.
In a sense, those ideas are extremely
simple, but they require a radical readjustment in the "approach"
to economics.
Short cuts and summarizations are usually in vain.
It is, therefore, practically a requisite on the elementary ideas
of marginal utility, and subjective value, and final utility to work
off of the material written by Menger and especially Btlhm-Bawerk
and also Mises, if you expect to accomplish an effect which consists
in really influencing the thinking of your students throughout their
life.

The "revolution" of economics in the United States was stillborn because the German was not easily read and translations were
not available. The agency for implementing the previously stillborn
revolution is now available in the new translations.

LIBERTARIAN PRESS
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necessarily a hallmark of monopoly or collusion, but more truly a
hallmark of a genuinely free and competitive market.
How prices
are determined is outlined by B~hm-Bawerk with singular clarity
in the second section of the paperback previously referred to,
"Value and Price."
(In B~hm-Bawerk's opus, it is Book III in
Volume II of CAPITAL AND INTEREST.)
9.

That prices, all other things being equal, vary inversely
with the quantity of money.
I do not have a recommendation on a single text to use on ~he subject, but would select
something from the writings of Ludwig von Mises (with the collateral
purpose of introducing Mises to the students).
I would endeavor to
obtain permission to put into Syllabi material from M1ses's HUMAN
ACTION and his THE THEORY OF MONEY AND CREDIT.
10.

That productivity depends largely upon capital per
capita, and not at all on union wage demands.
Again,
I would use material from the lectures and writings of Ludwig von
Mises.
11.

That the business cycle is of monetary origin and is
created by variation in the quantity of "fiduciary
media" in one form or another.
This is the explanation known as
the Austrian theory of the business cycle, more correctly described
as the Von Misesian theory.
Again HUMAN ACTION and TH~ THEORY OF
MONEY AND CREDIT would be natural sources for Syllabi.
12.

That there is only one explanation for chronic unemployment, namely, over-pricing of laoor. Oncethe public
realizes what the cause is of chronic unemployment, and what the
altogether different cause is of cyclical unemployment, and further
that frictional unemployment is never unbearable but necessary for
advancement in society, then the unemployment question will no
longer be a terrifying ogre. Again I would draw on material Mises
has written.
13.

That unions do not -- cannot -- create prosperity,
but that they perform valuable functions in certain
important phases of employee problems, especially those associated
with the disutility of labor and matters of "grievance."

*

*

*

In the subjects outlined in the foregoing, I would leave out a
mass of detalls, including details on the history of economics.
I
would merely try to get my thirteen propositions "across."

*

*

*
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Libertarian Press has published the following books:
Eugen von

B~hm-Bawerk

CAPITAL
I
II
III

A N D

I N T E R .E S T

HISTORY AND CRITIQUE OF INTErtEST THEORIES, 512p.
POSITIVE THEORY OF CAPITAL, 480p.
FURTHER ESSAYS ON CAPITAL AND INTEREST, 256p.
Three-volume set, boxed, 1959 ....... . ... $25.00
Three-volumes-in-One, special, 1960 ..... 15 . 00

PAPi RBACK EXTRACTS from CAPITAL AND INTEREST
"Value and Price," 160p.
. ...............•..•.
"The Exploitation Theory," 97p.
. ....•..•......
SHORTER CLASSICS OF EUGEN VON Bt)HM-BAW~RK
392p., 1962, Five Essays . . . . . . . . . . . . . . . . . . . . . . . .
I The Austrian Economists
II Whether Legal Rights and Relationships are
Economic Goods
III Control or Economic Law?
IV Unresolved Contradiction in the Marxian
Bconomic 8ystem
V The Ultimate Standard of Value

2.00
l. 50

7.50

Ludwig von Mises
PLANNING FOR FREEDOM
Thirteen Essays
Enlarged second edition, 192p., 1962, paperback ....

2.00

A s1ngle textbook, graded down to the comprehensibility of
upper teenagers, is one solution of the problem of inculcating basic
economic ideas. Another is to develop your own course, drawing on
the great writers of the Classical School (Smith and Ricardo) and
of the Neoclassical School (Menger, B~hm-Bawerk and Mises). Maybe
the ideal basic economics course would be to become acqua~nted with
the "great ideas" of the "great economists" via syllabi prepared by
you with supplementary readings directly from economic classics.
One problem is to enable the average student to master the
material. A little well-learned is better than much half-learned.
Bach professor could construct his syllabi according to his own
estimate of the capability of his students.

