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Introduction

We may grow in knowledge of truth, but its great principles are for-
ever the same. The economic principles that Ludwig von Mises
expounded in these six essays during the 1920s have endured the test of
time, being as valid today as they were in the past. Surely, the names
and places have changed, but the inescapable interdependence of mar-
ket phenomena is the same today, during the 1990s, as it was during the
1920s, and as valid for present-day Americans as it was for the Ger-
mans of the Weimar Republic.

And yet, most social scientists today are as ignorant of this interde-
pendence of economic phenomena as they were during the 1920s. They
are statists, or as Professor Mises preferred to call them, “etatists,” who
are calling upon government to assume ever more responsibilities for
the economic well-being of its citizens. No matter what modern econo-
mists have written about the general validity of economic laws, the
statists prefer their ethical judgments over economic principles, and
political power over voluntary cooperation. Without government con-
trol and regulation, central planning and authority, they are convinced,
economic life would be brutal and chaotic.

In this collection of essays Ludwig von Mises emphasizes again and
again that society must choose between two systems of social organ-
ization: either it can create a social order that is built on private prop-
erty in the means of production, or it can establish a command system
in which government owns or manages all production and distribu-
tion. There is no logical third system of a private property order subject
to government regulation. The “middle of the road” leads to socialism
because government intervention is not only superfluous and useless,
but also harmful. It is superfluous because the interdependence of mar-
ket phenomena narrowly circumscribes individual action and eco-
nomic relations. It is useless because government regulation cannot
achieve the objectives it is supposed to achieve. And it is harmful
because it hampers man's productive efforts where, from the con-
sumers’ viewpoint, they are most useful and valuable. It lowers labor
productivity and redirects production along lines of political command
rather than consumer satisfaction.

And yet, most American economists tenaciously cling to their faith
in the middle of the road with all its government regulations and con-
trols. Like the German academic socialists, commonly called the
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“Socialists of the Chair,” whose doctrines face Professor von Mises’
incisive critique in these pages, American “mainstream” economists are
seeking the safety of an impartial middle position between classical lib-
eralism and communism. But while they may feel safe in the middle of
the road, hopefully equally distant from the two competing systems,
they are actually paving the way for socialism.

Their voices have become subdued since the disintegration of the
Soviet Union. No longer do they hold up the Soviet system as a model
of social justice and economic growth, or feature Karl Marx as “a
philosopher, historian, sociologist, and revolutionist. And make no
mistake. He was a learned man.” (Paul A. Samuelson, Economics, 11th
edition, p. 797). But they continue to cast their vote for government reg-
ulation rather than individual freedom, a comprehensive welfare state
rather than personal responsibility, and monetary and fiscal manipula-
tion rather than honest money and unhampered markets. Calling
themselves “liberals” or “moderates,” these middle-of-the-roaders pro-
claim the virtues and benefits of the “social market economy,” which
actually is creeping socialism. They continue to denounce “Manchester
capitalism” for its purportedly cruel and inhuman labor conditions
while they applaud the sociopolitical legislators and militant labor
leaders for their valiant efforts to overcome the cruelties of capitalism.

The socialist ideology lives on in the hearts and minds of the “mod-
erates,” despite the disintegration of hard-core socialism. They no
longer defer to Karl Marx as the genial philosopher but continue to reit-
erate his charges of labor exploitation by greedy capitalists. Unlike the
faithful Marxians, however, they take kindly to labor unions and their
practices. The “moderates” echo the Marxian charges of business con-
centration and monopolization, which makes them eager “antitrust”
foes and fighters. They even share with the Marxians their basic social
philosophy which teaches irreconcilable social conflict and class war-
fare. In their eyes, business and labor have adverse economic interests,
which makes for unending economic confrontation. Preaching moder-
ation, they favor the middle of the road on which they slowly proceed
toward socialism.

Radical socialism has collapsed by its inner contradictions and
gross inhumanities. Creeping socialism is bound to suffer the same fate
because of similar contradictions and disregard of property rights,
which are human rights. In competition with the newly emerging mar-
ket economies in Asia, the old welfare states of Europe and North
America are choking on restrictive labor laws, welfare entitlements,
confiscatory taxation, and bureaucratic despotism. In Europe the multi-
tudes of pensioners together with the armies of unemployed workers
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may soon overwhelm the productive population that is forced to sup-
port them. Creeping socialism is leading the countries from crisis to cri-
sis which compels them to reform and repudiate their reckless preten-
sions. By the excesses of innate evils, socialism is bound to die.

When Ludwig von Mises penned the six essays in this volume, he
was questioning the theories and policies that guided Germany’s ill-
fated Weimar Republic of the 1920s. His observations are as relevant
today as they were half a century ago.

This anthology made its appearance in 1929 as Kritik des Interven-
tionismus and was republished in 1976, incorporating the essay
“Nationalization of Credit?” The 1977 English edition was based on the
1976 German edition. The growing interest in Austrian thought, in par-
ticular, Misesian thought, necessitates this new printing. This new edi-
tion includes a iranslation of the Foreword written by FA. Hayek for
the 1976 German edition.

Hans F. SENNHOLZ
July 1996



Translator’s Note

To Professor von Mises, “liberalism” was classical liberalism, the
very antithesis of socialism. In his critique of the doctrines of socialism
and syndicalism he objected to the use of “social liberalism,” which
tends to erase the difference between liberalism and socialism. He
insisted that, “in the interest of scientific clarity and local thought,” it
was imperative to distinguish sharply between classical liberalism and
social liberalism or socialism.

The various names used to refer to the German Historical School,
such as the Historical-Realistic-Social School, the Empirical-Realistic
School, etc., are literal translations of the original German terms.

The doctrine which he criticized here as “Anti-Marxism” later
became known as National Socialism or Nazism. See p. 71n.

When Professor Mises wrote this book, he called the science of
human action “sociology”; that term is retained here. However, Mises
later preferred to refer to it as “praxeology.” See p. 72n, also Mises’ eco-
nomic treatise, Human Action {first published 1949; 2nd ed., 1963; 3rd
ed., 1966; 4th ed., 1996).



Foreword to the 1976 German Edition of
Critique of Interventionism®

by E. A. Hayek

Ludwig von Mises (1881-1973) established his position as a leading
thinker in the field of economic theory with his two great works, The
Theory of Money and Credit in 1912 and Socialism in 1922. Thereatfter, he
turned his attention to the problems of interventionism, that is the mid-
dle of the road between a pure market order and socialism, where he
encountered the German Historical School, As financial consultant and
scientific advisor to the Viennese Chamber of Commerce and as unpaid
part-time lecturer at the University of Vienna, he was led to an increas-
ingly critical position toward German economists. He was on friendly
terms only with Max Weber, who had lectured at the university during
the summer semester in 1918. Mises also appreciated a few professors
such as Heinrich Dietzel, Richard Passow, Ludwig Pohle, Andreas
Voigt, Adolf Weber, and Leopold von Wiese. Although they did not
offer new insights, they were courageously opposing the prevailing
trend of thought. (Mises valued highly the representatives of earlier
generafions such as J. H. von Thiinen, F. B. W. von Hermann, and H. K.
E. von Mangoldt.)

Like most economists of the last generation, Ludwig von Mises,
too, had been led to his inquiries by the aspirations of social policy and
Fabian socialism, which his earlier writings bear out. But he underwent
a radical conversion to classical liberalism primarily in the seminar of
Professor Eugen von Bshm-Bawerk, which he attended together withJ.
A. Schumpeter and other leading members of the third generation of
the Austrian School. From that time on, his political economic works
were dedicated to classical liberalism. This was apparent in his Theory
of Money, was further developed in his sagacious and, at that time,
almost completely overlooked Nation, State, and Economy of 1919, and
was perfected in his Socialism of 1922. His short essay on Liberalism,
which apparently was written in a hurry, was less successful.

His Critigue of Interventionism led to confrontation with his German
colleagues. The severity of his critique of the leading men such as
Werner Sombart, Gustav Schmoller, Lujo Brentano, and Heinrich

* Translated from the German
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Herkner caused much controversy, which, in retrospect, deserves much
credit today. I know that Mises intended to include his essay on “The
Nationalization of Credit?” which had appeared in Volume I of the new
Zeitschrift fiir Sozialpolitik. Unfortunately, this was missed because the
publisher had misplaced the manuscript and rediscovered it only much
later, which at that time was quite possible as there may only have been
a single genuine manuscript written in Mises” clear, legible handwrit-
ing. This essay now has been added to this new edition.

Mises, who was known not only as an extremely keen critic but also
as a pessimist, unfortunately has been proven right too often. Several
other contemporaries may remember a tea party in a garden in Bad
Kissingen where a large group of committee members of the Verein fiir
Sozialpolitik [Association for Social Policy] was meeting. Mises won-
dered whether we were aware that we were meeting for the last time.
His remark at first surprised everyone and then brought laughter when
he explained that Hitler would be in power twelve months hence. The
other members deemed this possibility most unlikely; but above all,
they wondered why the Society could not meet again after Hitler had
come to power. In fact, it did not meet again until after the end of World
War IL

Mises remained in Vienna until Hitler came to power. In 1934, at
the age of 53, he joined the Institut Universitaire des Hautes Etudes
Internationales in Geneva where he devoted his time and strength to
the study of the philosophical and epistemological foundations of the
social sciences. In 1933 he was still able to publish in Germany an
anthology on Epistemological Problems of Economics dealing with ques-
tions of procedure, tasks, and content of economics and social science.
In 1940 it was followed by his last German tome, Nationalokonomie: The-
orie des Handelns und Wirtschaftens. Published in Geneva, it remained
practically unknown in Germany, which was unavoidable at that time.

Making their escape through Southern France, Spain, and Portugal
in the summer of 1940, Professor and Mrs. Mises finally reached the
United States. In New York he embarked upon a very fruitful teaching
and writing career that lasted some 30 years. He completely rewrote his
Nationaltkonomie and published it in English under the title Human
Action. I must also mention his 1957 book, Theory and History: An Inter-
pretation of Social and Economic Evolutbion.

* * *



Preface

The fighting between nations and states, and domestically between
political parties, pressure groups, and cliques, so greatly occupies our
attention that we tend to overlook the fact that all the fighting parties,
in spite of their furious battling, pursue identical economic objectives.
We must include here even the advocates of the socialization of the
means of production who, as partisans of the {Communist] Second
International and then of the Third International which approved the
transition to the New Economic Policy (NEP), have renounced—at least
for the present and near future—the realization of their program.

Nearly all writers on economic policy and nearly all statesmen and
party leaders are seeking an ideal system which, in their belief, is nei-
ther capitalistic nor secialistic, is based neither on private property in
the means of production nor on public property. They are searching for
a system of private property that is hampered, regulated, and directed
through government intervention and other social forces, such as labor
unions. We call such an economic policy interventionism, the system
itself the hampered market order.

Communism and fascism are in agreement on this program. The
Christian churches and various sects concur with the Moslems of the
Middle East and India, the Hindus, Buddhists, and the followers of
other Asiatic cultures. And anyone reflecting upon the programs and
actions of the political parties of Germany, Great Britain, and the United
States must conclude that differences exist only in the methods of inter-
ventionism, not in its rationale.

In their entirety the following five essays and articles* constitute a
critique of interventionist policies and their underlying ideologies.
Four of them have been published in recent years—three in journals
and one in the Handbook of Social Sciences. The second essay deals with
Professor Schmalenbach’s recent theories, among other things, and is
published here for the first time.

Ludwig von Mises
Vienna, June 1929

*The sixth paper, “The Nationalization of Credit?”, was added to the German 1976
edition,
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INTERVENTIONISM!

1.
Interventionism as an Economic System

Ever since the Bolshevists abandoned their attempt to realize the
socialist ideal of a social order all at once in Russia and, instead,
adopted the New Economic Policy, or NET, the whole world has had
only one real system of economic policy: interventionism. Some of its
followers and advocates are thinking of it as a temporary system that is
to be replaced sooner or later with another order of the socialist variety.
All Marxian socialists, including the Bolshevists, together with the
democratic socialists of various persuasions, belong to this group. Oth-
ers are holding to the belief that we are dealing with interventionism as
a permanent economic order. But at the present this difference in opin-
ion on the duration of interventionist policy has only academic signifi-
cance. All its followers and advocates fully agree that it is the correct
policy for the coming decades, yea, even the coming generations. And
all agree that interventionism constitutes an economic policy that will
prevail in the foreseeable future.

Interventionism seeks to retain private property in the means of
production, but authoritative commands, especially prohibitions, are to
restrict the actions of private owners. If this restriction reaches the point
that all important decisions are made along lines of authoritative com-
mand, if it is no longer the profit motive of landowners, capitalists, and
entrepreneurs, but reasons of state, that decide what is to be produced
and how it is produced, then we have socialism even if we retain the
private property label. Othmar Spann is completely correct when he
calls such a system “a private property order in a formal sense, but
socialism in substance.”? Public ownership in the means of production
is nothing but socialism or communism.

However, interventionism does not want to go that far. It does not
seek to abolish private property in production; it merely wants to limit
it. On the one hand, it considers unlimited private property harmful to
society, and on the other hand, it deems the public property order unre-
alizable completely, at least for the present. Therefore, it seeks to create
a third order: a social system that occupies the center between the pri-
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