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The Author

. DR. Ludwig von Mises (1881-1973) was the outstand-

ing representative of the so-called “Austrian School” of
economics. He was world-renowned for his research, writing,
and teaching and long served as a member of the Staff of The
Foundation for Economic Education.

Publication of The Theory of Money and Credit in 1912 won him
early recognition as one of Europe’s foremost economists.
Among his many other books and articles, one of his most
important contributions is his Secialism, first published in 1922.
However, he is best known in the United States for his works
published in this country, notably Omnipotent Government
(1944), Bureaucracy (1944), Human Action (1949), Planning for
Freedom (1952), The Anti-Capitalistic Mentality (1956), Theory and
History (1957), and Epistemological Problems of Economics (1960),

In 1926, Dr. Mises founded the Austrian Institute of Busi-
ness Cycle Research. From then until the Anschluss of Austria by
Germany in 1938, the Institute was one of the centers of
economic and statistical research in Europe.

For more than twenty years, Dr. Mises taught economics at
the University of Vienna. From 1934 to 1940, he occupied the
chair of International Economic Relations at the Graduate
Institute of International Studies at Geneva, Switzerland. He
lectured as a guest as various universities and learned institu-
tions of Great Britain, the United States, France, Italy, the
Netherlands, and Mexico.






Foreword

A RECENT article by a well-known professor of eco-
nomics, published in a leading economics journal, illustrates the
chief threat to the economy of this and many other nations.

Most of the article was sound in conception and straightforward
in statement. The author began by endorsing private property and
capitalism. He pleaded for free markets for commodities and ser-
vices, condemning monopoly by any group, whether “capital” or
“Jabor.” He demanded equality under the law, with protection for
freedom of enterprise, production, and exchange. Only under such
conditions, he said, could a people attain maximum prosperity and
welfare,

So far, so good.

From that point, however, the author went on to advocate seizure
(by government) of property and income from the most productive
persons for the supposed benefit of the least productive. In other
words, he advocated, not economic liberty, but a so-called "“‘mixed
system” for the professed purpose of “socializing” welfare. This sys-
tem, he said, should be introduced slowly and quietly, by a variety
of devices. He condemned the revolutionary socialists on the
ground that bloodshed and violence were unnecessary. With pa-
tience and quiet perseverance, he contended, the change could be
brought about peaceably.

On the surface, events appear to have borne out the contention
that this expropriation or “socialization,” of property might take
place peaceably, that is, without armed revolution and civil war.
But a closer view reveals that erosion of liberty throughout the
world resulted in the two bloodiest wars of all history. And without
violence at home? The destruction of liberty in America as else-
where has been accomplished both by private violence and by the
near irresistible force of the modern state.



This “easy, bloodless an:d non-violent” transition to socialism is
the subject of Planned Chaos. Starting in Germany some 60 years
or more ago, this “interventionism” has grown in popularity in one
country after another throughout the world. As Sozialpolitik, the
Welfare State, a New Deal, or Economic Planning, it is preached
and promoted in churches, schools, farm organizations, and busi-
ness associations as the “non-extremist, reasonable Middle Way.”
In Planned Chaos Professor Mises tells why the popularity of this
policy is not a safe test of its soundness, why it fails in its avowed
purposes, and what it does to the nations which pursue it.

Scientific study of interventionism has been the lifetime work of
this eminent economist and scholar. It has also been a chief interest
of the Austrian school of economics, of which Professor Mises is an
outstanding representative. This school of economic thought had
its origins about go years ago in the work of Carl Menger and
Eugen Béhm-Bawerk. Among its present day leaders, in addition
to Mises, are Friedrich von Hayek of the University of Chicago
Committee on Social Thought, author of The Road to Serfdom
and The Constitution of Liberty, and a growing number of
younger economists in many countries.

This school of economic thought developed the “marginal util-
ity”” approach in the fields of value and distribution, a method of
analysis which superseded the primitive and specious “labor cost,”
or “labor pain,” theories. This development made the Austrian
economists the leading critics of Marxian socialism and of the
“socialists of the chair,” who were mouthpieces in the German uni-
versities for Bismarck’s welfare state and harbingers both of Social
Democracy and Nazism,

In direct line and fruition of these years of scholarly effort was
Professor Mises' treatise, Socialism, first published in 1922, and
revised in 1932, both times in the German language. An English-
language translation first appeared in 1936, a French translation in
1938, and a Spanish translation for which Planned Chaos was
written as an epilogue in 1947. This epilogue also appears in the
later edition of Socialism, published by Yale University Press
in 1g51.

Communist plotters, 1n the United States as elsewhere, are pre-
paring for the conquest of political power. The discerning student,
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however, should consider how interventionism, under various €n-
ticing labels, is setting the stage for the final overthrow of the
voluntary society, the market economy and constitutional govern-
ment. Planned Chaos, by a world-famous expert, will prove a valu-
able aid to understanding in this field. It will help to explain the
errors of those who, like the professor of economics referred to
above, believe a system based on individual freedom can be “mixed”
with socialism.

September 1g61
Leonarp E. READ
of the Foundation Staff
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Introductory Remarks

THE characteristic mark of this age of dictators, wars
and revolutions is its anticapitalistic bias. Most governments and
political parties are eager to Testrict the sphere of private initiative
and free enterprise. It is an almost unchallenged dogma that cap-
italism is done for and that the coming of all-round regimentation
of economic activities is both inescapable and highly desirable.

Nonetheless capitalism is still very vigorous in the Western
Hemisphere. Capitalist production has made very remarkable
progress even in these last years. Methods of production were
greatly improved. Consumers have been supplied with better and
cheaper goods and with many new articles unheard of a short time
ago. Many countries have expanded the size and improved the
quality of their manufacturing. In spite of the anticapitalistic
policies of all governments and of almost all political parties, the
capitalist mode of production is still fulfilling its social function
in supplying the consumers with more, better and cheaper goods.

Tt is certainly not a merit of governments, politicians and labor
union officers that the standard of living is improving in the coun-
tries committed to the principle of private ownership of the means
of production. Not offices and bureaucrats, but big business de-
serves credit for the fact that most of the families in the United
States own a motorcar and a radio set. The increase in per capita
consumption in America as compared with conditions a quarter
of a century ago is not an achievement of laws and executive orders.
It is an accomplishment of businessmen who enlarged the size of
their factories or built new ones.

One must stress this point because our contemporaries are in-
clined to ignore it. Entangled in the superstitions of stateism and
government omnipotence, they are exclusively preoccupied with
governmental measures. They expect everything from authort-
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tarian action and very little from the initiative of enterprising

citizens. Yet, the only means to increase well-being is to increase

the quantity of products. This is what business aims at.

It is grotesque that there is much more talk about the achieve-
ments of the Tennessee Valley Authority than about all the un-
precedented and unparalleled achievements of American privately-
operated processing industries. However, it was only the latter
which enabled the United Nations to win the war.

The dogma that the State or the Government is the embodiment
of all that is good and beneficial and that the individuals are
wretched underlings, exclusively intent upon inflicting harm upon
one another and badly in need of a guardian, is almost unchal-
lenged. It is taboo to question it in the slightest way. He who
proclaims the godliness of the State and the infallibility of its
priests, the bureaucrats, is considered as an impartial student of
the social sciences. All those raising objections are branded as
biased and narrow-minded. The supporters of the new religion
of statolatry are even more fanatical and intolerant than were the
Mohammedan conquerors of Africa and Spain.

History will call our age the age of the dictators and tyrants, We
have witnessed in the last years the fall of two of these inflated
supermen. But the spirit which raised these knaves to autocratic
power survives. It permeates textbooks and periodicals, it speaks
through the mouths of teachers and politicians, it manifests itself
in party programs and in plays and novels. As long as this spirit
prevails there cannot be any hope of durable peace, of democracy,?
the preservation of freedom or of a steady improvement in the
nations’ economic well-being.

Theterm democracy, as I use it, means a system of government under which those
ruled are in & positicn to determine, directly by plebiscite or indirectly by election,
the mode in which the legislative and executive power is to he exercised and the
selection of the supreme executives. Democracy is the very apposite of the Bolshe-
vist, Fascist and Nazi principle according to which a group of self-appointed van-

guardists has the right and the duty to seize the reins of government by violent
action and to impose its own will upon the majority.
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The Failure of Interventionism

NOTHING is more unpopular today than the free mar-
ket economy, i.e., capitalism. Everything that is considered unsat-
isfactory in present-day conditions is charged to capitalism. The
atheists make capitalism responsible for the survival of Christian-
ity. But the papal encyclicals blame capitalism for the spread of
irreligion and the sins of our contemporaries, and the Protestant
churches and sects are no less vigorous in their indictment of cap-
italist greed. Friends of peace consider our wars as an offshoot of
capitalist imperialism, But the adamant nationalist warmongers
of Germany and Italy indicted capitalism for its “bourgeois” paci-
fism, contrary to human nature and to the inescapable laws of his-
tory. Sermonizers accuse capitalism of disrupting the family and
fostering licentiousness. But the “progressives” blame capitalism
for the preservation of allegedly outdated rules of sexual restraint.
Almost all men agree that poverty is an outcome of capitalism. On
the other hand many deplore the fact that capitalism, in catering
lavishly to the wishes of people intent upon getting more amenities
and a better living, promotes a crass materialism. These contra-
dictory accusations of capitalism cancel one another. But the fact
remains that there are few people left who would not condemn
capitalism altogether.

Although capitalism is the economic system of modern Western
civilization, the policies of all Western nations are guided by
utterly anticapitalistic ideas. The aim of these interventionist poli-
cies is not to preserve capitalism, but to substitute a mixed economy
for it. It is assumed that this mixed economy is neither capitalism
nor socialism. It is described as a third system, as far from capital-
ism as it is from socialism. It is alleged that it stands midway be-
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tween socialism and capitalism, retaining the advantages of both
and aveiding the disadvantages inherent in each,

More than half a century ago the outstanding man in the British
socialist movement, Sidney Webb, declared that the socialist philos-
ophy is “but the conscious and explicit assertion of principles of
social organization which have been already in great part uncon-
sciously adopted.” And he added that the economic history of the
nineteenth century was “an almost continuous record of the
progress of socialism.”* A few years later an eminent British states-
man, Sir William Harcourt, stated: ““We are all socialists now.”2?
When in 1913 an American, Elmer Roberts, published a book on
the economic policies of the Imperial Government of Germany as
conducted since the end of the seventies, he called them “monarchi-
cal socialism.’'®

However, it was not correct simply to identify interventionism
and socialism. There are many supporters of interventionism
who consider it as the most appropriate method to realize — step
by step — full socialism, But there are also many interventionists
who are not outright socialists; they aim at the establishment of the
mixed economy as a permanent system of economic management.
They endeavor to restrain, to regulate and to “improve” capital-
ism by government interference with business and by labor union-
ism,

In order to comprehend the working of interventionism and of
the mixed economy it is necessary to clarify two points:

First: If within a society based on private ownership of the
means of production some of these means are owned and operated
by the government or by municipalities, this still does not make
for a mixed system which would combine socialism and private
ownership. As long as only certain individual enterprises are pub-
licly controlled, the characteristics of the market economy deter-
mining economic activity remain essentially unimpaired. The
publicly owned enterprises, too, as buyers of raw materials, semi-
finished goods, and labor and as sellers of goods and services, must

!Sidney Webb in Fabian Essays in Soclalism, first published in 1889 (American
edition, New York 1891, p. 4).

*CE G, M. Trevelyan, 4 Shortened History of England (London 1942), p. 510.

' Elmer Roberts, Monarchical Socialism in Germany, (New York 1913),
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fit into the mechanism of the market economy. They are subject to
the law of the market; they have to strive after profits or, at least, to
avoid losses. When it is attempted to mitigate or to eliminate this
dependence by covering the losses of such enterprises with subsidies
out of public funds, the only result is a shifting of this dependence
somewhere else. This is because the means for the subsidies have to
be raised somewhere. They may be raised by collecting taxes. But
the burden of such taxes has its effects on the public, not on the
government collecting the tax. It is the market, and not the revenue
department, which decides upon whom the burden of the tax falls
and how it affects production and consumption. The market and its
inescapable law are supreme.

Second: There are two different patterns for the realization of
socialism. The one pattern — we may call it the Marxian or Rus
sian pattern — is purely bureaucratic. All economic enterprises are
departments of the government just as the administration of the
army and the navy or the postal system. Every single plant, shop, or
farm, stands in the same relation to the superior central organi-
zation as does a post office to the office of the Postmaster General.
The whole nation forms one single labor army with compulsory
service: the commander of this army is the chief of state.

The second pattern — we may call it the German or Zwangs-
wirtschaft system! — differs from the first one in that it, scem-
ingly and nominally, maintains private ownership of the means
of production, entrepreneurship, aned market exchange. So-called
entrepreneurs do the buying and selling, pay the workers, contract
debts and pay interest and amortization. But they are no longer
entrepreneurs. In Nazi Germany they were called shop managers
or Betriebsfiihrer. The government tells these seeming entre-
preneurs what and how to produce, at what prices and from whom
1o buy, at what prices and to whom to sell. The government de-
crees at what wages laborers should work and to whom and under
what terms the capitalists should entrust their funds. Market ex-
change is but a sham. As all prices, wages, and interest rates are
fixed by the authority, they are prices, wages, and interest rates in

t Zwang means compulsion, Wirlschalt means economy. The English-language equiv-
alent for Zwangswirtschaft is something like compulsory economy,
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