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The Questmn of Aprlorlsm

by Barry Smlth

It is often said that Austrian economics embraces

L what might most properly be called an Aristote-
lian methodology. Thus Austrian economists typically

- adopt a realist perspective, holding that-the world -
. -exists independently of our. thrnk:ng‘ and; easomng-'.-__---

activities.-They hold fi
. certain srmple essences or nat
ogether in law-like: ways to form ior: complex statrc

- and dynamic wholeg. Moreovet; they hold that the

. given essences and essential structures are intelligi-

.bie, in the sense that they are capable of being non-

inductively grasped by the scientifi¢ theorist, much
as we enjoy a capacity to distinguish reds from

greens, circles from squares, warmngs from congrat- '

* ulations, and so on.,
“ - The seience of economics is for the A_ustrian Aris-

' te'te'li'an in nosmall part, a matter of establishingthe ~ ~ ~
laws govermng the combmatmn or -compos1t1on ofthe . .

heapmg or glumg together It is, for: example a mat- .
.ter of certain entities or propertles of entities arising
. | ".inreflection of the existence in appropriate combina-

|- tions of other sorts of entities. Thus, for example, a
good exists as such, according to Menger, onlyif the
- following prerequi_sﬁ_i_tes are s_i_n-i}iltaneous]y pres-

1 A need on the part o] some. human being. -

2 Propertres of the object_in questaon whrch'
render it capable of being brought into a causal
- connection wrth the. satlsfactlon of this need '

3. Knowledge of this causal connectlon on the_
part of the person mvolved :

) _:_'4 ‘Command of the thing suffiment_to dlrect 1t L

1sfactlon of the need. 1

If‘ a good emsts, then as. a matter: of de re necessrty," o
_entities of these other sorts’ exist also. Such structures .

of de re necessitation are, T want to cla im,. at the core -
not only of Menger’s work but alsoof the entire tradltlon_ :

~ of Austrian economics, - '

’I‘he tenets of Anstotehamsm referred to above-

C 'Beﬂg"s'ﬁrirh.

are first and foremost tenets of ontology they tell us

.. what the world is like and- how its various parts and
‘moments-are related to'e

b other, The question of
apriorism, o the oth _end, is ‘skew to all such :
ontological concerns: Tt relates exclusively to-the sort
of account one gives of- the condltlons under whrch
knowiedge 1s acqmred
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Al defenders. of apriorism share the assumption categories (“essences” o or “natures’) in reality and

: that ‘we are capable of acqmrmg knowledge of aspecial - - thata priori proposmons reﬂeet §tructures or connec-

1. sort, called “a priori krowledge” via. nien- mductwe_ .- tions among such essénces existitig. autonomously im |
[ '-?'means They differ, heows ver; in-their aceoints of het rthat they are not theiresilt of any- shaplng_'

IR such’ knowledge ‘comes, Trom. ’I‘wo broad: fam‘lhes of " “or forming ‘of reality on’ ‘the part of the exper:encmg B

1 aprlomst views can be dxstmgulshed in thls regard: . . subject. The impositionist, in contrast, ingists thata

T priori categories must be creatures of the mind; tha

- they must be the result of some “imposition of form

. upon the world. The I'mp(JSltlonlSt may therefore hold

‘L 'that the issteds to Whlch sorts of economic structures

- On the one hand’dre what mlght be called im- -~
__.'posat;omst views, which hold that ¢ priori knowledge
- is possible as a result of the fact that the content of-
~ such knowledge reflects merely certain forms or
~ structures that have been imposed or inscribed upon
' jthe world by theknowmg eub,]ect- Know]edge on such

- by the eoonomlo'theorlst or.a matter of the concep—_-'
-'tuaI spect_e.cles of the econom1o agent No gram of .

My olalm now IS that the Austrlan eoonomlst of
' 'whatever hue works. ‘against the background of an
assumption to.the effect that the universals: of eco-
‘homicreality are not created or 1mposed in any serise,
hut are dlsco ered through our_ '

1: '-.ahty, muoh along th
. -vahdlty of a. proof-

r-creatures :

18 shudy the ‘qualitative na--

. - etween._such categories as’

. ._vaiue, rent;" proﬁt-,_the divigion ‘of labor, money, ete. -
. As Menger pute it in a.well known passage

that g'reat methodologlcal confusmn in the ranks o
-Austrlan economlcs has arlsen as a. reeult of the

' '_must of necesmty 1mp1y an'
-'framework For the apri

Io"has the task of 1nvest1gat- :
erie -and the general conneéction .
a,not of analyzing economic - .-
ng the conclusujns resultmg S

. Theoretica
... ing the generale
- . of econiomicphent
. concepts of dr
Cfromith ] T o
.aspects ofthem and not thelr imgulstlc image,the : .
‘concepts, are the ohJect of theoretical research in
_the ﬁeld ofeconom (1883 p 64113-'--Eng P 37n)
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rived from the value to actual consumers of the prod-
ucts of the later stages. Moreover, one can see why
this same understanding must apply ceteris paribus
to every economy in whatever time or place. And
methodological individualism implies that the whole
of economics can in principle admit of an understand-
ing of this sort, that there are no economic structures
that cannot be grasped at least in principle in the
thought experiments of the economist.

None of the above, however, implies that the
economist’s understanding might flow from the fact
that the propositions of economics reflect structures
that have been imposed upon the world—in Kantian
fashion-by either the economic theorist or the eco-
nomic agent. That is, the intelligibility of basic eco-
nomic structures ‘does not imply ontological
dependence of such structures on the mind, along the
lines suggested by the impositionist. Rather,
Menger’s view implies precisely that economic reality

is such as to manifest intelligible structures in and of

itself. It is because economic reality is built up in
intelligible ways out of structures involving human
thought and action that we dre able, by appropriate
efforts, to read off these structures in and of them-
selves.

11

We know now that there is an Aristotelian alter-
native to the Kantian form of apriorism. Mises, how-
ever, seems to see his methodology primarily in terms
reflecting Kantian doctrines. Indeed the Aristotelian
alternative seems not to have been explicitly recog-
nized as such by Mises at all, though this:is hardly
surprising, given that the special nature of Austrian
Aristotelian apriorism was appreciated by very few
at the time when Mises was working out the phllo-
sophical foundations of his praxeology.”

Common to all aprlorlstlc doctrines, as we said, is
a view to the effect that there are laws or propos1t10ns
which are intelligible (capable of being grasped by
non-inductive means). Kantian impositionism is the
view that such a priori laws or propositions reflect
categorical impositions of the mind. As a result of the
influence of the logical positivism of the Vienna circle,
now, recent Kantian varieties of apriorism have
tended to take the extreme form which sees such
categorical impositions as effected always via logic or
language. More specifically, a priori propositions are
seen as being characterized by the fact that they can
in every case be exposed—via a process of stripping
out ‘defined terms and replacing them with definiens

consisting of more primitive expressions—as mere -

tautologies or analytic truths, entirely empty of con-
tent. “All bachelors are unmarried” is revealed as

- analytic in this way by being converted into a truth

to the effect that “All unmarried men are unmarried,”
which is an instance of the logical law “All A’s which
are B are B.” '

Mises qua methodologist was very clearly
tempted by the idea that the laws of praxeology
should be analytic in this sense. The theoretical part
of economies would then be a purely formal or ana-
Iytic discipline whose principles would flow from the
logical analysis of certain concepts. Thus praxeology,
we are told, is like logic and miathematics in the sense
that its content is a matter of empty tautologies:
“Aprioristic reasoning is purely conceptual and de-
ductive. It cannot produce anything else but tautolo-
gies and analytic judgments.” Thus for example: “In
the concept of money all the theorems of monetary
theory are already implied” (Mises 1966, p. 38). Thus
while impositionism is not explicitly defended by
Mises qua methodologist, he does insist on the ana-
lytic character of a priori propositions. The method-
ology which results is thereby rendered inconsistent
with a reflectionist apriorism, since it implies that
such propositions are empty of content, and clearly
propositions that are empty of content are unable to
picture anything (intelligible) on the side of the ob-
jects of the corresponding theory,

~Economics as a theoretical science
rests on two theses: subjectivism
and methodological individualism.

If we wish to hold on to the view that all the
propositions of praxeology are analytic in this sense,
‘however, then we shall have to insist that the whole
of praxeology can be erected on the basis of premises
involving at most one single primitive non-logical
concept. For suppose that there were two such con-
cepts, neither definable in terms of the other. Con-
sider, now, the propositions expressing the non-trivial
relations between these concepts. These cannot, ex
hypothesi, be analytic, for there are now no defined
non-logical terms which could be eliminated in such
a way as to reveal the corresponding statements as
truths of logic, and no truth of logic contains a plural-
ity of non-logical terms in other than trivial ways. But
nor, from the Misesian point of view, can they be
merely factual (synthetic a posteriori). On the posi-
tivist reading of the Kantian aprioristic doctrine,
however, no third alternative is available, which im-
plies that the original assumption that there are two
(or more) such concepts must be rejected.’ This helps
to make intelligible the repeated insistence of Mises
and his followers and critics that there is but one
single non-logical concept (or “category” or “essence”)
of the praxeological discipline, the _concept human
action:




e withiout. (Mises 1966, p. 6

The scope ef praxeelegy is the. exphcatwn of the
_ -'category of human action. All that is neededfert_ o
. ::deductlon r_)f all pr' eelog'lca] theorems is knowl 5

: purportedly Kant1an readmg of Mises. which seeks to
- ugh the. oppOSJtmn between 1mposmomsm' :
sm set out above by acknowledgmg the -
»whlch “the g'u}f between the mental and the

‘of action. lee logic and mathemetms, prax_’ 3
'--'loglcal knowledge is in us;-it does not- come f‘rom :

nd_so the truth of‘the'-.-'
.-undone And the'-_!:_i

e red and green all over
red 4 “a promlse g:[ves nse to




Or do we know that it is true because of what we know
about preference and cost? Surely at least in part
because of the latter' but then the appeal to actions
of denial in the explication of @ priori economic knowl-
edge is at best insufficient, and at worst redundant.
How much better it would be to acecept that we are
dealing here with a family of a priori categories and
categorical structures which would be synthetic in
the sense of the (Arlstotehan) reﬂectlonlst doctrine
set forth above.

¢t carl Menger (1871, p. 3; Eng. p. 52, section 1 “Onthe Essence

of Goods”). The discussion of such de re nece551tat10n relations in

Smith (1982).

*Here the work of the phenomenolog‘xst Adolf Reinach is espe-
cially important. For Reinach, who achieved for legal science what
Menger and his school have achieved in the field of economics, was
explicitly aware of the non-Kantian nature of his aprioristic views.
See Reinach (1913), Smith (1982), and chapter 2 of Scheler (1973),
a work in part inspired by the ontological theory of the a priori
defended by Reinach.

- The phenomenological influence is present also-in the work of

Fellx Kaufmann, whose relations to Mises and his circle are interest- -

mgly discussed.in Zillian (1990).
%1 have developed this argument at greater length in “Austrian
Economics and Austrian Philosophy” (1986)."

Consxder for ekampl”’Mlses (1981, p. 24).
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Subj ective Value Theory:
A Reformulation
By Alexander Tabarrok

T he method of Austrian economics stresses the
' use of words and concepts rather than mathe-
matics, but, unlike mathematics, words and concepts
change their meamng through time. That f'(x) < 0
implies a negatively sloping curve was as clear to
Newton as it is to a modern mathematical economist.
The meaning Carl Menger ascribed to the term util-
ity, however, differed from that of Mises. Further-
more, the meaning of words in one context can infuse
and distort the meaning in another context. This is
why, as Austrian economists, we must occasionally
“clean-house,” re-examine our concepts, and clarify
any that have become distorted.

This is partlcularly true in regard to subjectlve
value theory. The concept of subjective value is a tool
used to explain the formation of prices and to clarify
welfare theory. Unfortunately, it has become dis-
torted because of four errors: (1) the theory has been
confused with psychological concepts such as happi-
ness; (2) it has been extended to areas where it has
no relevance such as ethics; (3) there has been a

To deny that we can recognize
happiness and misery in our fel-
low human beings is to deny the

~basis of economics.




€«

misplaced emphasis on utllity and its “im-
measurability”; and (4) subjectivism has been given'
primacy over methodologlcal 1nd1v1duahsm

Subjecti‘vism and Happiness )

There is an unfortunate tendency amdng eeo‘no‘-‘f
mists to discuss value and costs as if they were psyai :
chological concepts, i.e., as if they dealt with man’s

emotions. The word utlhty, often used :interchange-

ably with value or costs (as in utility forgone), sug- -

gests that as man acquires more goods. and gains
utility he becomes happler more content, less uneasy,
more satisfied, ete. Other formulati
concept, such as. MISBSS defini
attempt to remove felt uneasy,

S, also ‘associate

‘value theory with emotion. This is mlsleadmg Tosay -

that a thing has value is to say nothmg more than it

isanend. Anendor avalue isthe goal of a purposively
chosen course of action. This sense of value is purely

formal—it implies nothing about whether an end is
in fact valuable. Economists qua econemists operate

on this formal level. They cannot make any Judg- _

'ments about why a particularend or value is chosen.’

As Ludwig von Mises argued, “The teachmgs of prax-
eology and economics are valid for e every human ac-

tion without regard to its underlymg motives, causes
and goals.” : ; :

Unfortunately, Mises hlmself has led to much of ’

the confusion over subjectlve value theory. For exar
ple, he argues that there is “no valid objection to
usage that defines human action as the striving for
happiness.” He qumkly adds that praxeology employs
the term happmess ina. purely formal ‘sense-and
reiterates that praxeology is “valid for all kinds of
-action irrespective of the ends aimed at.’ »3 But, again,

the meaning of words in one context: mfuses thef: . a

meaning in ‘another context. Happme
understood isa Joyful state of

acts and pursues goals is eq
as Mises would define it, i

person sstate of conscwusne

hn does not make a diabetle ﬁappy Or agm

of becommg a mus1c1an He knows that ae

‘what really makes him happ

situation is to say that his parents’ wishes are higher
on his value scale than his-own happmess Econo-
mists have nothing to gain by denying what we know

to be true from everyday experience happmess isan e

1s of the same
- of action as an

young man who loves playmg his guitar and dreams : Sk

ollowing his parenfé -
~wishes. The only reasonable way to interpret this

emotion that has no necessary connection to a

- person’s goals, People can and many people do act in

ways that they know ‘are detrimental to their emo-
tional well-being.*

By itself, Mises’s peculiar definition of happlness
does not necessarily imply error. However, on the

" basis of his definition Mises argues that the ordinary - |

definition of happiness is meaningless. His argument

- runs as follows: Since the aim of action is always to
- -achieve happiness, it follows that happiness can be

achieved by any-action. This is verified by the fact

~ that different people act to achieve different ends and
‘the same people at different times act to achieve
- different ends. “Nobody,” therefore, “is in a position
-to decree what should make a fellow man happier.
‘But given Mises’s:
of happines
- his conclusmn is obvious and empty.® However, when

»5

S 1 ogical and formal definition
1at whlch all acts a1m to achieve—

we defme happiness as a particular state of con-
sciousness, Mises’s assertion is incorrect. It would be
quite reasonable for someone to advise the young man
in the above example that if he wishes to achieve his

~own :ﬁhappin'es's he should follow his dreams and pur-
sue ‘a career in music. In o’ther'words, to achieve

happmess it may be necessary to adJust one’s hierar-
chy of values. «

Happlness is an end that hke every’,"

"e'r end,

cannot be achieved in any 'random manner. Man is not

automatically. happy The revenues of psychologists

- and counsellors attest to this fact.” None of this con-
- tradicts subjective value theory properly understood. :
- Neither does assertmg that we can know somethmg \

about another person’s misery.® Just as we recognize
happiness we also recognize misery. Contra Mises, we "
say more than “we prefer it when others have food to-
‘eat” when we note that the starving Ethloplan peas-
re in rmsery To deny that we can recognize
s and’ mlsery in our fellow human beings is -

' ultlmate}y o deny the very basis of economics. For if
‘V'understandmg (Verstehen) 1s not enough- to tell us .

Students listent eagerty at the opemng session of the 1990
.. “Mises University” at Stanford ,




that starving Ethiopians are miserable, then how can
it tell us'that-other people act? The only way we know
others act is because we can interpret their state-
_ments and movements in terms of goals and purposes
""that we understand and can relate to. It is our com-
mon nature as living beings, and in_particular as
human beings, that allows us to- make statements
about the _happlness misery, and actions of others.

A proper understanding of subjective value theory
1s completely compatible with all of the above. The
primary purpose of subjective value theory is to ex-
plain the formation of prices. To do this, it-is impor-
tant to know that people act and choose according to
their hierarchy of values. It is not important to know
on what basis the hierarchy of values is graded.’®
Whether people act to achieve happiness or to achieve
some other goal is irrelevant for economics. Praxeol-
ogy does not suggest that we can recognize and dis-
tinguish happy and miserable people. Whether one

believes states of happiness can be identified is irrel-
evant to praxeology. This is a separate questmn and-

1ssue whlch has no bearing on economms

SubJectlve -Value Theory
and Ethics.

If the basis on whlch h
lished is 1rrelevant to economms and

value theory, then one’s belief or disbelief in obJectwe_ x

“ethical normsis alsoirrelevant (to economics). Moral-

ity arises as a science because it is not obvious what -
" the life and happiness: proper to man are—this is

- somethmgwhlch must- be' __“scovered through thought
and reflection.- ' P

. As M:ses correctly pmnts out ‘whether any ethical
theory is correct is unimportant. for economics. Since
it is “not what a man should do, but what he does

[that] counts for praxeology and economics.””® The -
economist must ‘explain the price of crack cocaine

regardless of whether he believes. drug addtctmn is
conducive to the good life.

_ In many respects thls discussion follows M1sess
 own warnings.on imputing ethical doctrines into eco-
- nomics. ‘He says for example that the science of
human action “takes the iilfimsdte ends chosen by

- acting man as data, it is enttrely neutral with regard

to them.” Praxeology “is sub_]ectw1stlc and-takes the -
value Judgments of acting man-as ultlmate data not -

open to any further ¢ritical examination;. . . it is
indifferent to the conflicts of all schools of dogmatisrn
and ethical doctrines, it is free from valuatlons and
preconceived ideas and Judg'ments R

Unfortunately Mlses does not take hxs own warn- . -

ings seriously enough. To be’ entlrely neutral and

indifferent to all ethical doctrines is to remain neir- -
tral (qua economist) on the issue of their tiuth ot
falsity.. Accordmg to Mises,. however, praaﬁeology and
economics “are fully aware of the fact that the: ultz-.'-_

mate ends of human action are not open to examina-
tion from any absolute standard . . . Any examination
of ultimate ends turns out to be purely subjective and
therefore arbitrary.”? In Theory and History, Mises
IS even more explicit on this point, asserting that

“judgments of value are voluntaristic. They express
fee]mgs, tastes, or preferences of the individual who -
utters them. With regard to-them there cannot be any
question of truth ot falgity. They are ultimate and not
subject to any proof or ev1dence

' Welfar-e-Theory

What about welfare theory? If it is quite reason-

. able to make distinctions about people’s happiness

and- miisery, is this not tantamount to claiming that
interpersenal comparisons of utility are possible? Al:
though the standard aceount of subjectlve value and
the 1mp0551b1hty of interpersonal comparisons of util-
ity may suggest this, Austrians need not and should
not give up their strictures against comparing “util-

ity But neither should they retreat into radical skep-
. t1c;sm in regards to gauging happmess and misery.

The standard story about the subJectlvlty of value

' -a_nd the impossibility of comparing subjective states
-_-h__i_riges on the immeasurability of “utility.” There are

o “utils” with which pleasure or satisfaction can be

_measured itis argued, and hence interpersonal com-
-parisons -are baseless.. This argument, while nomi-
nally correct, suggests that if some device capable of

measuring satisfaction or pleasure were developed

“fhen: 1nterpersonal compamsons would be possible. -
" Jeremy Shearmur, in an attack on this view, which

he (and many Austrians) considers to be the essence
of sub_]ectlve value theory, argues that biology may be
one way te make interpersonal comparisons of util-
ity."* Imagine, for example, that we come across a

_ Methodological-individualism is
 more fundamental than subjectivism.

~ society where we _ere- told that_ one group is given

fewer. goods because they. are less capable of feeling

" pleasure than another group. Shearmur suggests we
may be able to check this claim through physiological

examinations. Proponents-of subjective value theory
who equate it with pleasure, satisfaction, or emotion
have no reasonable answer to this arguiment, Plea-

gure is, at least partly, a result of physiological facts.
. " However, when subjective value theory is interpre-
" -ted to mean-merely that people have a hierarchy of
".__ranked ends that have no necessary connection to
‘emotion," pleasure, happiness, or satlsfactmn this

: problem then dlsappears




Interpersonal comparisons of valtie or “utility”
are suspect because there is rio cornmon denominator
by which the purposes of different people can be com-
pared. The problem as traditionally stated is'that the
utilities of A and B cannot be compared because there

is no unit of utility: This incorrectly suggests. that
there is something common to A 'and B; namely that

they both are experiencing “utility.” In-fact, there is

no commonality at all. The problemis not the ahgence .
of a unit of measurement; the problem is that there

is nothing to attach the unit to. Comparing “utilities”
is like comparing apples and angels there is- nothmg
common. to them L S

Us:ng the terme happmees sansfaetlon and utll-

ity in economics is not incorreet so long as one remem- -
bers that these terms must be interpreted in a purely -
formal manner—i.e,, as definitional categories with-

- out content. It is true that all action is motivated but

there are many different motivators (love, hate, pain, .

pride, duty, selfishness, etc.).® If we wish to classify
all of these under one general, but conténtless, term
- such as-happiness, utility, or satisfaction we may do
80, But there are compelling reasons not to use these
terms in economics. First, the ordinary meanings of
these words leads one into the types of errors which

were analyzed above. Second, and more importantly,
these terms add nothmg to our uniderstanding of

“human action.'® To say’ that z is an end of Joe’s is

already to say that Joe w1shes to.achieve z, Our.'-_
knowledge is not increased by addmg that Joe wishes
to achieve 2 in order to increase his utility. This -

confusing and madequate terminology leads to se-
rious error. When we say that z will i increase Jee s

ut1hty and g will increase Bob’s utlhty we suggest -

that Joe and Bob have some aim in common (to
increase their utility) which in prlnclple is capable

of being measured. The proper way of stating this '

situation is to say that Joe has end z and Bob has
end ¢. This describes the situation exactly as before
except we are no Ionger led 1nt0 any notlons of com-
monahty ' :

To clar1fy thls let us 1mag1ne"we are trymg to - .
decide who- should receive a gift of $100 and that we -

" wish to do this on the basis of “utility.” If_' we give the
$100 to Bob he will buy a bowling ball. If we give the

$100 to Joe he will use the money: to buy a book he
- wishes to study. The. problem we face-is. not one.of

comparing satisfactions or happiness. We may Very

well know: that Bob will be overjoyed by the chance to

buy a: bowllng ball.while Joe will: hot -attach -any.

pleasure at all to.réading the book. (Perhaps the book :
is necessary reading: for a-university class’ he is not -

particularly. interested in.):Or.let us-imagine that

- some-economist-suggests that society would be made -

better off if citizens were taxed in order: to provide

‘them with a public good: Not evéryene will value the.
good in the same way. The public good will be-heénefi-..
cial to some citizens, and t_hey- will:in consequence be, -

able to move down their hierarchy of values, ie.,
achieve more important ends than they would have
without the public good. Other citizens, however, will

.-have.to move up their hierarchy of values, i.e., the

taxesincurred will force them to forgo-some ends that .
“ they otherw15e would have been able to achieve. How -
" can.we possibly compare these ends or purposes? The -

issue involved is not'centered on the absence of a-unit

-of measurement The issue is; how can we possibly

rank the purposes of individuals in a value-free man-
ner‘? One man mlght have to forgo surgery, another
might now be unable to. attain tickets to the ball
game. These’ purposes are all unique. There is no
common factor by whxch they could even in principle
be measured : :

The Prlmacy of Methodologlcal
Ind1v1duallsm over Sub,]ectnrlsm

Some Auetrlans have argued that What ‘makes
Austrian economics different is its insistence on sub-
jectivism. Methodological individualism, however, is
more fundamental than subjectivism and should be
seen as the true Austrian differentia.

Methodeloglcal 1nd1v1duahsm implies that indi-

- v1duals are dlfferent they have different and varied
tastes, goals, purposes, and ideas. Subjectivism, in

other words, is mlplled by a consistent and principled
understandmg of miethedological individualism. The

- greater fundamentahty of methodological individual-
" ism is evident in subjective value theory and welfare

theory. Interpersonal comparisons of value are verbo-

.ten because value is subjective but value is subjective

1

because individuals are unique. To compare “utility
is to try and compare the unique goals, ends and -

.. purposes of individuals. Ultimately this means to

compare and rank thé lives of individuals—a task to
_W}ﬁeh e’benemics is sin-g-ul-ar_ly unsuited.

lNm- da they need such Judgmente _
_ 2Lul:lwlg' vorn Mlsee, Human Actmn (New Haven Yale Umver

* sity Press, 1949), p. 21.

. 3Ibu:l e} 14-15,

* *OF course it is: oﬂfen true that what makes a. person ‘happy.is
ranked hlghLy inthat ‘person; s hlerarchy of valuee and vice versa.

See Human Actwn, p. 14. See. aiso Ludwlg von Mleee, Theory

ar.-.d H;story {Auhurn, Ala.: Mlses Inetltute [1957] 1985] .22,

e'Fm- Mleee (] descrlptlen see Human Actwn. p. 15,
TOprrah Wmfrey, Phil Donahue, and others have made & ¢areer

* of deing this, a5 well a% numerous self:help books, the phenomennn

of friéndship, and & mudtitude of other things which we donot want
to: deny.. Economists-need not make themselves look foolish by

- ratlonahzmg away all these things in order to mamtam stbjective
. value theory. S

__BFer M!eess pnmtwn see Human Actwn p 243
- *Thid; pr123. o -

- 00hid, 706 B
- Uhid, p: 22, emphaels added s

120134, pp' 95-96. - S : : :
. A*Mises, Theory and H;story, p:19; Tt s mterestmg that Mises,

_Who re]_e_gted pogitivist dogma in so many other areds, accepted it:




in the area of ethics. - -
1 yeremy Shearmur, “From Hayek to: Menger Blology, Subjec

tivism, and Weifare,” History of. Pohtwo.l Economy, forthcoming

special issue on Carl Menger.

- IsNﬁthaU]eI Branden, “Isn’t Everyone Se]flsh'f‘ *in The V;rtue of :

Selﬁshness {(New York N'éw Atherican lerary, 1961), p. 60.

15Although these terms add nothmg 1o our know]edge, they can
be useful as shorthand descriptions, Therefore, when we deal with
erdinary econcmic problems which do. not hinge on the precise
meaning of these terms they can be approprlate u

Remventzng SRR
Soclahsm in Europe e
by Christopher Lingle

espite its potential impact, there is little de-

D:

bate over the European Community (EC)

Charter on Fundamental Social Rights. Proposed in

1988 by President- of -the European Commission,
Jacques Delors, it seeks to add a “social dimension”

 Christopher Lingle

to the ehmmatlon ‘of trade festrictions among EC..~
members: Specifically, the Charter creates political

fits,

However, this apparen
merous problems which need to be considered. Flrst

contrary to the splrlt of 1992 and’‘its dlssolutmn of’

barriers to trade t ¢ial’ Charter would 1mpose
new barriers in labor market transactions. The rea-
soning goes that the- gingle market may 16t the rich

capitahsts ‘get ‘richer, whilé thi "poor-workers get.

- poorér: Such mmphshc logic envisions a static-world,
zero-sum ou_tcome of exchange ‘comimon. in soclah_st
thought. Yet what this ignores is-the obvious fact that

an ‘expanded and unobgtructed markét:cian allow all . _
to'prosper. This latterarguthent is riot lost'oh Easternt
and.Central Europeans who demand rehef from Just _

these: types of market restrxctlone

obhgatlons for the harmomzatxon of. wages: and bene- .

e oble” gesture has nux

Second, rights specified in the Soctal(ist) Charter
are particularistic, violating one of the central axioms
for fairness and equity in the law, i.e., that laws must

not be applied with different results for different

persons. It should be understood that the primary
beneficiaries of these particularist-rights (trade
unions in the ticher countries) are by no coincidence
the conventional political constituency of its drafters
and supporters. (Besides, expanding the governmen-
tal mechanisms in B eels provides e_\__po'h_tl_cal home

Trade unions will certolinl“y' be the
_ bzg wmner of the joint European
- Commumty

for natlonally dlsenfranchlsed soc1ahsts where they

. ¢an preserve or expand their locally-defeated plat-
~ forms,) Other winners will be those who are promoted
or h1red by the necessarily expanded Brussels “Euro-

cracy.” The real losers will be low-skilled workers of

- the poorer European countries kept out of the market -
_ ___due to I‘lSll‘lg labor costs :

" Third, a hrdden pohtlcal agenda is served by iso-
lating Prime Minister Margaret Thatcher as the most
outspoken. eritic of the Charter. All socialist. parties
benefit by weakening the power of the most successful
coneervative force within the European Community.

o Foorth ‘the interventionism and centralism em-

' boched in the Social Charter places it in conflict with

the “subsidiarity” principle of the EC, whereby public
policy actions are to be left w1th member states unless

. unambiguous gains can be derlved from centraliza-
tion. Enlargement and centralization of political pow-

ers in the Brussels bureaucracy i a move from
de_mo_cracy __of citizens to dletatorshllp hy _functlonar-

F:fth concentratlon ot‘ power w111 give rise to
more extensive manipulation of public policy by in-

' terest groups Pay offs from specral interest groups

will induce a diversion:of funds away from jobs and
investment. It should be pointed out that rent-seek-
ing should be: ehmmated by all groups capltal agwell
as labor.

Finally, the.. interregional protectionism in the
Social Charter should. give pause to the United States
and Japan. Such reasoning is ‘symptomatic of the

_rationalization for trade barriers which would lead to

a “Fortress- Europe.” Desplte rthetoric . intended to
alm Europe 8 tradmg partners, eupporters of Delor’s
Charter are likely to-apply the same loglc {0 obstruct

_extra—commodlty trade. |




Ludwigvon.
Mises

Robert Heilbroner Co'ncédejs
“Mises was Right!”-

Robert Heilbroner, proto-socialist economist at
the New School, and author of 20 books, has
admitted in The New Yorker (Sept. 10, 1990} that
Russian socialism was a tragic mistake, “Mises was
right,” that central planners couldn’t plan, he says.
-Heilbroner recounts his long association with so-

cialism and the details of the failures of the Russian
economy. He concludes: “All we know for certain is

that the system deteriorated toa point far beyond the-

- worst economic crisis ever experienced by capltahsm

and that the villain in this determratmn was the-:

central planning system itself.”

‘Heilbroner cites Ludwig von Mises as one of the
few economists who had “expressed doubts about the

feasibility of centrally planned so¢ialism.” He men-"

tions the information and prieing problems, but sto_ps
short of stating the calculation argument in the way

Mises did: namely, that absolutely free prices are

necessary for a rational economy. Heilbroner sees the

ried out by the more or less authoritarian use of

* power.”" Moreover, he says, from 1929 to 1961, the

U.S:8.R. grew “roughly twice as fast as the United
States.” In 1980, Heilbroner praised Communism for

“the immense material and cultural improvement

ni

that these regimes have brought to their peoples.
What does Héilbroner want now? “Not socialism”

‘as he says in this article However, he cautions hls
readers not. to make the same mistake he did:

embrace of: ‘the market, which reminds me, in 1ts
simplistic fervor, of the embrace’ of: lanning in. the
days of capitalist malfunction fiff;

wants instead “socialistic eapltahsm

",

" He wants “the level of ‘social welfare for whlch
Sweden is famous, the mixture of public and private-
realms found in Austria, the respect for civil libertigs
characteristic of the Netherlands, the public culture
enjoyed by France, the distribution of income that
exists in Norway, the security of employment that
prevails in Japan, and the gaiety of life that is palpa-
ble in Italy.”

To this, one wag quipped: “with Heilbroner in
charge we would end up with a world in which the
English did the cooking, the Italians delivered the
mail; the Germans provided the entertainment, and

- the French prevu:led the national defense.”

problems of socialism as being more related to the -

practical aspects of planning, plus incentive prob-
lems. He gives the distinct impression of remaining
mired in the Langian sludge of shadow prices and
supercomputers. '

He also convemently leaves out that as late as

1970, he was defending Stalinist. collectmzatmn,'

since “we must bear in mind that 1ndustr1ahzat10n 0T

‘the grand scale has always been wrenching, always___
accompanied by economic sacrlﬁce and always car-_'_ )

‘Heilbroner cites Mises as one of the
- few economists who “expressed

doubts about the feasibility of cen-
 trally planned socialism.” -

Edr.tors note: The recent issue of the Journal of

- Economic Literature {vol. 28, September 1990) fea-
- tures a more extensive’ ‘vergion of The New Yorker

article entitled “Analy31 Cand szmn in the History of

_ Modern Economlc Thought e

.. IRcuher'f; Heﬂhmnar Makmg ofEconomw Society, 3rd ed. (Ingle

wood-Cliffs: N.J.: Prentice- Hall, 1970), p. 175.

Ibid., p. 178. -

"3 Robert Heilbroner, Marxism: For and Against (New York: W. W,
Norton, 1980}, p. 143. ®

Austrians and Stanford
- Economists Featured in
Dofﬂemeyer Lecture Series

_lurr_ay 'R"o'_th'b-'ard, GeorgeSjelgin, and Yuri
Maltsev, all faculty at the 1990 “Mises Univer-
sity,” were among the speakers at the first annual

N “VisiongFor a Free Soc1ety lecture series at Stanford
g "-.'Umvers:ty this spring. ‘The lecture series is spon-

-sored jointly by Stanford’s Decisions and Ethies Cen-

ter and Robert T. Dofflemeyer, a member of the Mises
Institute’s Entrepreneurs Council, and the Mises In-

. stitute served as consultant for the series, whose goal

is to gather experts on a variety of economic and .

political issues and to provide a forum for discussion
and exchange of views.

Murray Rothbard of the Umversﬂ;y of Nevada
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| - of Stanford on the topi:

3

" nothing- new‘--'Rothba‘
. some vali

Las Vegas debated Nob' Laureate Kenneth Arrow
' erty and Austrian
Economlcs -George Selginof t 1versrty of Geor-
gia discussed “Government.Intervention and Finan-
cial Crisis™ with. Thomas. Sargent of the Hoover

Institution.. Yum Maltsev, former member of the re- -
form commrtt _e‘that advised Gorbachev and former
the Soviet Academy of Sciences, lectured -
_ oh “The ‘Collapse of Socialism.” Other sessions int'@
‘cluded Doug Bandow on the war on drugs Joseph e
Sobran of National Review on civil rights;" attorney -
Stephen Halbrook on gun control ‘and James Bovard-

on federal farm policy.

| *".I.Nobel Laureates Commemorate
Legacy ofAdam- Smlth
_ m Edmburgh

his Ju]y, e1ght of the twenty llvmg Nobel Lau—
. _omlcs gathered in Edmburgh '

The Rothbard and Selgln lectures reveale valu-'.i B

able insights on the relationship betwee

~ economics. and standard neoclassrcal analy i8. __-Ken--

had thrown in. the towe] (
Rothbard v1ew hlghly ques

view Rothbard explained: T was surprised tofind that

there are any Langians left and even. more surpnsed "

that lt would be a Nobel Laureate'

Arrow also. clalmed that for the most part Austrl-
" ans-are. merely statmg in words what their neoc]as51-'_ S
cal counterparts are sdying in mathematics. That i 1s,_. P
~- to the extent that Austrian economics is true, it is’
: ) ‘--'dlsagreed that the c1a1m has*-'-'

gent | who foundith m

. -s;gn the stab111ty of ‘n

: '_: leadmg ‘free market” spokesman Selgm by contrast' '
- is far more 1nfluenced by the Austrlan entrepreneur-

ial: dlscovery view of the market:

" the Socm! Sciences (2968) p. 462 To

Ph‘.]lp MAI’DWSkl s Agamst Mechams

L _Fu‘th of Forth -from Edmburgh and he also lectured :
Cat Edmburgh and Glasgow: before his ‘semi-retire-

S Wealth of thwns bicentennial the same yedr in
- which" the Glasgow edition of Sm1th’s Works and'

1ty Theorem ererally ] g-uéss yﬁu’d have to eXercls
: cautlon in using- democracy In a. post -lecture- _mter-?:-'

) ;smce the &

: Maurlce Allals

-'__Commlsslo er of Customs The fa-

_..-_.an mvestment group: called-the Scott1sh Develop-

1t Agency. - The prooeedmgs will ‘e’ ‘published

ne'xt year by Routledge and the Institute of Eco- e
- normc Affairs. : :

Billed" a8 the largest assemblage of' Laureates -
ies-prize-'was instituted in 1969, the
a ranco’ Modlgham Lawrence Klein,
James Buchanan, Theodore Schultz,
Wassﬂy Leontref and James Meade

_ .Senttments and
Wealth ofNat:ons- .
]une ]725




_'gmups of Laureates ]ater partlclpated i general
questlon -and-answer sessions.

Teplcs ranged from medern readmge of The

Wealth of Ndiions (e.g., Modigliani’s: cémparison ‘of

Smith’s views on consumption with his own and Mil-

ton Friedman’s; Klein's analysis of “Smith’s Use of

.Data”) to commentaries.-on the current state of eco-
nomics (Tobin surveyed recent macro developments
and Leontief assailed the slow progress of empirical
research). The only really novel offerings were
Allaig’s attack on Walrasian equilibrium combined
with his allegation that-the bulk of Smith’s ideas:on
economics had been antlclpated by Continental writ-
ers, especially Condillac—a claim that few historians
of thought would teday dlspute except for the: ‘part
_ahout Condillac—and Buchanan’s paper on the divi-
sion of labor and the extent of the market (what we

would now call “network externallt:es ). The preceed :

ings, in short, were for the most part predlctable,
despite the eminence of the speakers. -

The lack of controversy and exc1tement at thIS
event may have been due to-the curious absence of
professional historians of economic thought—the peo-

ple, after all, who actually know Adam Smith’s work. .

(Happily there were exceptions: the audience in--

‘cluded Peter Groenewegen, Robert Hébert, and An-
drew Skinner.) The composition of the participants no
doubt reflects the fact that for the most part, the
economics profession simply no longer recognizes the
- history of thought as an important component of the

discipline. None of the papers presented here, for -

instance, contained references to the journal History
of Political Economy or any of the recent scholarship
on classical economics. While this is-fine for a scholar
in another specialty who presents, say, “A Rumina-
tion on a Theme in The Wealth of Nations,” it can

become problematic for .the “What Smith Really

Meant” variety of research

Here though, paradoxically, we see the value. of
such. an event: where so many prestigious members

of the discipline are gathered in one place, it is easy

The 1990 “Mises Unz’versfty””at-Sf_anfoh_i. =

- Students gathér after classes fo discuss new insights
.feamed-dur;’ngvtﬁe 1990 “Mises University.”

to see Just where the professwn is, and where it may .
be going. For this reason one w1shes such occasions

could take place more often. & -

- 1990 Ludw1g von Mises Umversxty
“at Stanford——The Best Yet!

he' 199._0 “M-_lses .UanEI‘Slt'y_”. was held July 7-14,
1990, at Stanford University. This year’s enroll-
ment made it the largest Mises University yet, with

. graduate students, undergraduates, theologians,

economists, Journahsts -and Instltute Members at-
tending the week-long session.-

There were also more classes and instructors than
ever before. Fifty-seéven courses and 12 seminars
were offered at ‘beginning, intermediate, and ad-
vanced levels; 16 professors taught courses on topics

- from the gold standard to praxeology.

Each student chose 28 courses and two gseminars
for the elght day period. There were five class periods
a day with four courses conducted simultaneously.

~ Evening sessions included economic seminars, lec-

tures, and a social hour at the-end of the long day gave
students the chance to discuss the day s programm with
faculty one-on- one.

" The dean. of the Mises Un:vereuty, and of the
Austrian school, of economics, Professor Murray N..

" Rothbard of the University of Nevada, Las Vegas,
-gave the epemng lecture on the foundations of Aus-

. trian economics and a lecture the second evening on
' _the history of economic thought. This two-hour pre-

_sentation covered everyone from the Greeks to the

neoclassicals. Professor Rothbard also taught courses

on the Progressive Era, Hoover and the Great Depres-
- sioh, and the Federal Reserve System, and led alively &
seminar on the ethics of liberty, as well as delivering

the closing lecture on the future of Austrian econom-

ics, which was audiotaped, arid will be available

. . through. the Institute. :
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. Ancther evening leoture,'__o_n life as a Soviet econ- -

omist, was given by Dr. YuriN. Maltsev. Dr. Maltsev,
before defecting last fall, was a member of

‘Gorbachev's economic reform teanrinthe U.S.S.R. He"

also taught courses on the history of Sov1et economxc
thought and’ Sowet bureaucracy o

. . Professor: Robert Higgs' of the Umvers1ty of Seat— o

: 3"-'tle was: another new face. The nioted economic histo- .
rian gave lectures on the. New Deal, the Great Socrety, L
and the war economy, arid he conducted a semmar on:- '

_ techmques of h1stor1cat ana]ys1s -

- Another new faculty member was Professor'j____- B
Mark Thornton of Auburn University; who talked = .
ighting his

about the economics of drug laws;:

experlmental utopian commumt;es

Austrian philosophy and methodology d1v1des the
ics; and Dr Dav1d- o

school - from neoclass1ca ecor

Some of the membcrs ofthefaculfyfor the ”Mzses Univer-

© sity” this year (from right to left): Rogcr_'Garr:son, Mork

. Skousen; Robert Higgs; Robert Batemarco; Sheldon
mcm Deborah Walker; and Murray N Rath
of the ™ Mzses Umoers:ty

Gordon- of the. Mises Institute and Professor Hans-

" Hermann Hoppe of the University of Nevada, Las
- Vegas; taught courses in methodology and praxeol-
'ogy Dr.-Gordon also lectured on the problems with

“constitutional” economics, wh1le Dr. Hoppe dis-
cussed the obJections to welfare economics and Pareto
optlmahty :

Professor Jeffrey Herbener of Washlngton and

Jefferson College- condueted two graduate level
courses on-the shortcomings of econometrics and
- game theory, His seminat on the ISLM model and the
_Phillips. curve illustrated how neoclassical econo-
- mists assutne their way into an aggregated world that
‘conveniently can be fine-tuned with government in-

recent dissertation.on the subject. He also diseussed o -te-”l’e‘.-‘t_wn (by economists, of course),

the industrial revolution, economic effmlency, and-'

“(Government intervention was the topic of an in-

-troductory level lecture by Dr. Walter Block of the
- Fraser: Instltute .He ‘discussed various government
regulations and how.: they affect the market place. He - -

also taiight courses on price controls and environ-
mental economics,’ ‘and led a spirited seminar on the

" “hard cases” with Professor Deborah Walker of Loyola
~ " University. Dr. Walker also taught courses in indus-
. trial organization, antitrust, and gender discrimina-

tion. This last class attacked ¢omparable worth and

s mandated matermty leave, as’ well as the recelved
C o view of the ° wage .gap.” o

ertlng is an important tool for Austrlan econo-

. mists and Sheldon Richman, senior editor at the

Institute for Humane Studles taught two courses to

.:make sure that students carnt make better use of this
‘tool: He also’ taught on international trade and the

collapse of commuhism: Students attendmg his eve-

_;nmg\semmar on the 0ld nght were Tortunate to hear

-additional: ms1ghts of Joseph Sobran, syndicated
colummst and semor ed1tor of National Review.

Professor Joseph Salerno of Pace University de-

livered lectures on monetary and banking theory,
- '_exchange—rate management, and the Misesian theory
~.. of ‘economic calculation, .which demonstrated that
© true socialism is-impossible. Professor Salerno also
: led a semmar on mternatlonal econormcs and the gold

’I‘he go]d standard was. also the toplc of an intro-

: --.-'ductory level lecture by Professor Mark Skousen of -
.~ Rolling College Dr. Skousen's other lectures included

. the abuses-of economic forécasting and the’ structure _
o of productlon, whrch is also the: t1t1e of his new book.

Professor George Selgm of: the Umver51ty of Geor- .
gia taught courses on inflation, unemployment, en-
trepreneurship, and a graduate level class on Say’s

- Law. He also led a seminar on free banklng

Students were: gwen ‘exposure ‘to financial and

. futures markets in classes taught by Professor Robert

: 'ﬁ;'Batemarco of Marymount College. He also lectured

SN macroeeonomlcs, economic statistics, and empiri-
o "'c_a__l evlden_c_e: for the A_ustrl_an_ business cycle.




" Professor Roger Garrison of Auburn University dis-
cussed the. Austrian business cycle ‘and ‘capital and

interest theory. His graduate level courses examined

criticisms of Austrian cycletheory and recent macroeco: . -
nomic controversies.- Hig- advanced-level \semmar:_. '
looked at how empmcal gconorhics 'is used to. try-to. S
Jjustify modern macroeconoinic theorles and vice versa, -

_ Although the days were very long, students re- |
lished the chance to learn so much about :Austrian

"__"muet 1mply that policy doesn’t matter it depends

e type: of model used. But the “Lucas critique”

- st Austrians. Lucas argues that the pol-
iy optlmrzatlon procedure of macroeconomists is
f‘lawed The standard procedure estlmates a reduced

- economics. University of Texas student. Erlch_'-. s

Schwarz spoke for many when he said}
gram “bolstered my ability- to thmk abou
in a way that ig not -pres
it not for the Institute,
All 'the rest of the year,

- have this chance.

: rev1tahzed me.” -

Ratwnal Expectatwns m

C L. F Attfleld D Demery, N.W.
' Basﬂ Bl" '_'_'kwell 1987

N I n the past 15 years theoretlcal work in: HiACroBCo"
nomics has centered, upoen rational’ expectations.

 Unfortunately explanations of the RE hypothesisand.
its implications have often been too simple (mistakes: -

" are never made; markets always clear; policy never

works) or too complex (Lucas, Barro Sargent and -
. Wallace advance: highly mathematlcal economic mod-;
els). In_either case the mtelllgent economist or- stu- "

- dent ig left: with little guxdance ThIS volume is a
'welcome exception, - ; : : _

It emphaslzes that

progrem Were '

"m in the ‘abyss-of rieoclassi- B o
cism and my mmd gets rusty The Mlses Umversﬂy_’“{_". R

.' heory about expecta-:___ '_::'_'.'and serlous lntroductlon to the RE hypothesus in

o '_form equatlon whlch estabhshes the basic structure
. of an. e’conomy The economlst then asks “what if?”
But: 1f’p 1t ple: change their behavior. when. their expec-

ge, and if the1r expectatxons change when
pohcy changes ‘thenthe “sttucture” changes too. Re-

- ‘duced form equations are not pelicy invariant. The

result is that the predicted benefits of the new policy,
which was “optimized” to fit the old structure, will fail

. to materialize. The RE theorists, it seems, have re-’

dlscovered an old. Mlsesmn 1n51ght “There are no '

ahge rates, consumptlon expen-
: the term structure of interest rates are
: The authors have provided excellent -

macroeconomlcs AT n

Duke Unlversity Press 1988

he ssaylsts in th1s volume work prlmanly from | _
- ‘the’ public. choite - :and -constitutionalist frame:

: work, ‘but their - cr1t1ques of: Keynes:ans and state
g monetary practlces are 1nvaluab1e




In the foreword, Axel Leljonhufvud reflects on the

dismal performance of finarieial stab111ty in the U.8.
economy over. the past 20 years. He places much of

the blame for this. stagﬂatmnary period on the poli-
cies spun out by the economies profession. He argues

that monetary reform (monetary base- ceilings) and
governmental fiscal constraints will bring back fman-
«cial stability and economic well-being. - - '
Willett and ng Banaian set the theme by ar-' '
guing that politicians- with short time horizons, using -

the policies recommended by Keyhesian economists

and bolstered by the semi-autonomous Federal Re-
serve, have brought about the 1nﬂatlonary perlod of' .
the last three decades, - - L SR

X

"The first 'Section' on _.'Stag:fl'ati'on'; also "G.Oﬂ-ﬁa-lns_'.ee'-

- says by William Mitchell, Thomas Mayer, Gottfried .-
Haberler, Harold McClure, Jr., and others. Austrian =~
_' descrlptlons and stories- about his teaohers and col

economists may find “Decline of Gold as a Source of
Monetary -Discipline,” by John Briggs, D.B. Christen:

- Beck ) d:scussmn on the political motives behind Fed-

eral Regerve activities, The fourth section advances

_ proposals:for reform, including White's advocacy of

free banklng, Mayer and Willett’s call for monetary

"growth congtraints; and Greg-Christainsen’s argu-

ment that the U.S. Constltutlon forblds government

issue of fiat eurrency.

These sre alI orlgmal essays and although not

' 'Austrlan, havmg them' collected in one place makes

this the most definitive: volume on pohtlcal busmess

_ cycies ever produced RH®

BRI 'Mémoi_rs of an.
- .Unregulated Economist
‘George Stigler
Basm Books, 1988

: :eorge St1gler is one of those rare economlsts with
a g’enume sense of: humor—sort of the Chicago
iont 'of Bob.Solow. In his wide- -ranging Memoirs,

: _-_Stlg]er shares his background education, his academic
~'and professional careers, and his thoughts on the place
- of the university in sociéty, all in his characteristically
S 1rreverent yet understated. style.”

What gives Stlg]er s musings their substance is

- his ingider’s view of somany of the 1mportant people,
-~ . institutions, and ‘events in modern economics: the
~ Chicago School, the NBER, the famous. Coase Theo-

rem group dlscussmn in 1960, even the first Mont
lerin- Society meeting: Anyone mterested in the
story-of thought, for example, will enjoy Stigler's

son, Pamela Martin, and Willett to be.interesting® . -

~ reading. The second section on the political business © e
. ¢ycle contains econometric papers by Friederich =~ - -
* Schneider and Bruno. Frey, and Stephen Haynes'and - =~

Joe Stone, purporting to test the political business A

cycle; The eontribution by Peter Lewin uses- the pub-

lic choice approaoh to analyze the disruptive effects =~ -
‘the capital structure. The -~ "~

of political decision
third section focuses'on monetary ollcy, with articles
by Lawrence H. Whlte, :
E Lombra and Nathamel Beck

Correctmn _

: _'1There was a misprint in the arhcie “Short- Changed
~in Chile:The Truth abou

_ din the Winter 1990 - | -
' Austrian Econons Newah’tter on’ page 5, column 1 -
Frank A. Fetter isincorrectly cited; it should be Frank

1 'and the author of Monctary Inﬂ'at:on m 'h:fe' '

‘Thomas Havrilesky, Raymond . <~
:specially notableis -

__-leagues Jacob Vlner Henry Slmons Arthur F. Burns,
and espemally Frank nght (“I c]early remember

the occasion ‘on which we were told to withdraw
forthwith from-economics if wé did not understand

. the analysis of Ricardian rent theory about to be
- ‘presented, and how, 15 minutes later, Knight ex- |
" W.Fetter, Frank W, Fettér is the sonofFrankA Fetter- 1 '__...____.'._plame

T two yer
'.__'-j._complement Melvm Reder’s 1982 Journal of Eco-
L nomzc themture plece on Chlcago economlcs Also

At he. himself had not understood it until
s before”); his wry observations here nicely




| 'refreshmgly candld is the chapter on“The Economlst
as Expert,” which reminds us of the publi¢’s oddly

benevolent view of the university: “{thefavored posi-

tion of the: academlc world] has survived the obvious

.self-servmg eagerness of the physxca] scientists to.

‘spend half of the nation’s income if given 4 chance. =

- The social sc1entlsts would settle forwhat £h

_ cal scientists are already gettmg, thus- d15p1ay_ g
propOrtmnategTeed S : -

The book’s only drawback is t '

ci_e_a_rly _mtendEd_ for. a. lﬂay .a_u_d_;ené 2 R

B RoBe-rt".-".Bateﬁiafc
Marymount_
_ Walter Block:- S o _
Fraser In_strtute L SRR Aube 5
- Roy E. 'C'or*dato' RIS

. '-_'Roger Garnson

o professmnal econom1sts no newecorier- is llkely to

pmics from reading it. And few read-
N. could be happy’ with -occasional
remarks* like'one to the effect that Béhm-Bawerk’s

learn any.ec

refusal te accept the validity of simultaneous equa-~ F
' tlons mcdels exempllfles an economist defendmg ani:__ ]

Hans Hermann Hoppe L
= U __'-uei-szty of Nwada, Las Vegas-
- Yurl N _Maitsev _ '
7.-8: Pedce Instttute
. helden Rlchman -
1 nstitute for H. umane Stw' i

' Joseph Salerno. -
-. Pace Umyers;t_y i




