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Mises Institute Moves
to Auburn University

The Ludwig von Mises Institute completed an historic
move in September: its affiliation with Auburn University.

The Institute is the only educational organization in the
world specifically dedicated to the advancement of the
free-market * Austrian” school of economics, and the work
of its greatest teacher, Ludwig von Mises.

If we are to slow, and then reverse, the trend towards
greater and greater government control of our economy
and our lives, we need to build a foundation of the proper
ideas, as Nobel prize winner F.A. Hayek— a student of Dr.
~ Mises—points out. The Institute was founded to do
 etly that And the efforts of the Institute have been
tremendously enhanced by our affiliation with Auburn, a

e
major University whose Business School and Economics Samford Hall, Aubum University

Department are strongly free market.
The Institute receives no University funds, however. It AR i
continues to be responsible for all its own fundraising. At S INSlDE

present, the Institute has over 8,000 members in every state L e :
and eleven foreign countries— people who have supported a f An Aubum Welcome A LR el

new and unique enterprise, and seen it grow in less than a
year into an important and effective center for free-market ; e
education. “Mlses and Auburn ‘ L R e B

The Institute will continue to maintain a presence in the

~I‘C0ngressman Ron Paul ' gEg )

nation’s capital (at 325 Pennsylvania Avenue, S.E., Wash- ,, ‘Gold Standard Conference

ington, D.C. 20003), but our main offices will be in Thach 5 Aubum UnlverSIty

Hall on the Auburn campus. S S
This first issue of The Free Market discusses the Insti- C;Pubhcatlons .1' der Form '

tute’s past and present, as well as its promise for the future.
To fulfill that promise, the Institute welcomes contributions “
from individuals, businesses, and foundations that share its ! 1~~"J0umal of Aus tian Economlcs
belief in education and the free market. All such contri- S
butions are fully tax-deductible under Section 501(c)3 of
“the IRS code. [ |
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Auburn University Welcomes
the Mises Institute

by John V. Denson, Esq.
Member, Board of Trustees
Aubum University

Auburn University is proud and honored to welcome
the Mises Institute to its campus as an integral part of its
educational program. This is a ‘marriage made in heaven,
and a natural progression of what has been going on at
Auburn for some time. Our Business School is strongly
free-market, and our Economics Department faculty already
has several nationally recognized Austrian scholars.

The fellowships, lectures, publications, and other activi-
ties that now will emanate from the Mises Institute of
Auburn University will be a major step towards the es-
tablishment of a fully free-market system. The ideas of
Ludwig von Mises are an important source of the inspira-
tion and the foundation of that system. He was certainly
the greatest economist of our time, but in a broader
sense, he was an architect of a free society, and a dedi-
cated champion of individual liberty.

Business and political leaders seeking answers to the
economic problems of our time have no better place to turn
than Auburn’s Mises Institute. Mises, more than anyone
else, unraveled the mystery of the business cycle, and pro-
vided the causes and cures for inflation, unemployment,
and depression.

Jacques Rueff, who reestablished gold money in France,
once wrote that “Ludwig von Mises has safeguarded the
foundations of a rational economic science... By his teach-
ings he has sown the seeds of a regeneration that will bear
fruit as soon as men prefer theories that are true to theories
that are pleasing. When that day comes, all economists will
recognize that Ludwig von Mises merits their admiration
and gratitude.”

In fact, when that day comes, everyone who values a free
society will share in that admiration and gratitude. And
hundreds of millions who will benefit from a return to free-
market economic policies will be indebted to Mises, even
though they may never learn his name. The life and works
of this great man are unquestionable proof that an indi-
vidual can make a difference, and that ideas do have con-
sequences. [

The Case for Free Trade

by Congressman Ron Paul

In 1981, the Federal Register published a declaration from
President Reagan: “I determine that it is in the national
interest for the Export-Import Bank of the United States to
extend a credit in the amount of $120.7 million to the
Socialist Republic of Romania (for) the purchase of two
nuclear steam turbine generators.”

This loan carried an interest rate of 7%9% for ten years,
but the first payment wasn’t due until July, 1989.

Not too long before this announcement, the adminis-
tration had made public its “voluntary” restraints on the
number of cars Japan can export to the United States.

These two items— subsidization of trade and its restric-
tion—are all too typical of our present trade policy.

Although we think of ourselves as a free-trading nation,
it takes more than 700 pages just to list all the tariffs on
imported goods, and another 400 to inventory all the non-
tariff restraints, such as quotas and “orderly marketing
agreements.”

A tariff is a tax levied on a foreign good, to help a special
interest at the expense of American consumers.

A trade restraint or marketing agreement—on the
number of inexpensive Taiwanese sneakers that America~
can buy, for example— achieves the same goal, at the satue
cost, in a less forthright manner.

And all the trends are towards more subsidies for U.S.

exporters, and more prohibitions and taxes on imports.
{Continued on page 3.)

Presiden Bailey of Auburn signs the affiliation agreement with the Mises
Institute as Auburn Trustee John V. Denson (right) and Institute Director
Lew Rockwell (left) look on.

]

1
!



1

P

(Continued from page 2.)

Trade is to be subsidized or restrained, not left to the

“voluntary actions of consumers and producers.

In 1930, Congress passed the Smoot-Hawley tariff bill,
imposing heavy tariffs on imports, with the avowed motive
of “protecting” U.S. companies and jobs. Within one year,
our 25 major trading partners had retaliated with their own
tariffs on American goods. World trade declined sharply,
and the depression was made world-wide and longer-lasting.

Today the policy of protectionism is again gaining favor
in Congress, and in other countries. But it must be fought
with all our strength.

Not only does protectionism make everyone poorer—
except certain special interests— but it also increases inter-
national tensions, and can lead to war.

“If a foreign country can supply us with a commodity
cheaper than we ourselves can make it,” wrote Adam Smith
in 1776, “better buy it of them with some part of the pro-
duce of our own industry, employed in a way in which we
have some advantage. The general industry of the country
will not therefore be diminished...but only left to find out
the way in which it can be employed to the greater advantage.”

An important economic principle is called the division

““abor. It states that economic efficiency, and therefore

growth, is enhanced by everyone doing what he does best.

If I had to grow my own food, make my own clothes,
build my own house, and teach my own children, our
family's living standard would plummet to a subsistence, or
below-subsistence, level.

But if [ practice medicine, and allow others with more
talent as farmers, builders or tailors to do what they do best,
we are all better off. Precious capital and labor are directed
to the areas of most productivity, and through voluntary
trading, we all benefit.

This principle works just as effectively on a national and
world-wide scale, as Adam Smith pointed out.

It may be that Japan can make cars more efficiently than
Detroit, at least certain kinds of cars, and that the capital
and labor in parts of the U.S. auto industry could be better
employed in other areas. With quotas, however, we will
never find out. We will only increase the price of those
Japanese cars that do get through, and of U.S. cars as well,
since competitive pressures will be taken off General

" Motors and Ford.

" Free trade at all levels makes for more prosperity, as the
Founding Fathers knew. That's why they gave Congress
power to remove barriers to interstate commerce.

Congressman Ron Paul

During the period of the Confederation—after our
independence but before the adoption of the Constitu-
tion— some of the states erected tariff barriers against im-
ports from their neighbors. The resulting economic stagna-
tion and antagonism threatened the unity of our country,
and led to the adoption of the interstate commerce clause
by the Constitutional convention. The removal of all trade
barriers—and not meddling in the economy—was the
purpose of the clause.

As a result, we, as Americans, are free to trade with all
other Americans, so that resources are put to their most
efficient use in our giant domestic market. This happy
consequence is no small contributor to our wealth.

Without this Constitutional prohibition, state legisla-
tures would listen to lobbyists for special interests, and
enact protection against “unfair” out-of-state competition.

Knowing how similar situations come about, we could
bet that someone in Minnesota, with idle greenhouses,
would lobby the state legislature, pointing out that farmers
in Florida, California, and Texas have too easy a time
growing oranges. To protect Minnesota farmers, and create
jobs, they would call for a heavy tax on out-of-state citrus,
so greenhouse growing of oranges would become economic
in Minneapolis.

As a result, oranges would drastically increase in price,
and the quality would be lower. Minnesotans who like
orange juice would be able to afford less, and what they
could get would not be as good. But some would reap
windfall profits, at the expense of the consumer. And pres-
sure in orange-growing states would grow to retaliate
against Minnesota products, to the detriment of everyone
in the country. And we could bet that interstate antagonisms
would increase as well. International trade barriers work no

differently. (Continued on page 4)




(Continued from page 3)

But because our Constitution forbids such domestic
barriers, a company in Laredo, Texas, can trade freely, easily,
and profitably with a firm in Oregon, thousands of miles
away. (If's important to remember that both parties to a
non-coerced, non-fraudulent trade benefit from the ex-
change, or hope to benefit, or the exchange would not take
place.)

But let that Laredo firm seek to trade with a Mexican
company only a mile away, and tremendous impediments
spring up, thanks to government regulations on both sides.
“The motive of all these regulations,” wrote Adam Smith,
“is to extend our own manufactures, not by their own
improvements, but by putting an end, as much as possible,
to the troublesome competition of such disagreeable rivals.”

No one worries about the balance of trade between
Oregon and Texas. That between Mexico and Texas should
be of no consequence either. It is a problem only to
government planners.

Dr. Murray Rothbard, who lives in New York City, has
said that he’s delighted the federal government doesn’t
keep interborough trade statistics. “We'd have the Bronx
and Brooklyn worried about balance of trade!”

“Nations,” notes Dr. Rothbard, “may be important
politically and culturally, but economically they appear only
as a consequence of government intervention.”

But doesn’t protection save U.S. jobs? Yes, it can save the
jobs of some, but it costs jobs overall, and harms consumers.

Limiting Japanese car imports, for example, does protect
the jobs of high-seniority members of the United Auto
Workers, who earn twice the average U.S. industrial wage.
But it takes away any incentive to correct government-
caused productivity problems.

But diverting resources into uneconomic uses takes
them away from other, more productive, areas and costs
jobs. Some jobs are lost; others are never created. The
uneconomic effects of protectionism benefit a few— usually
well- to-do— at the expense of the great majority, including
the poor.

Protectionism cannot be justified on economic or moral
grounds. As Frederic Bastiat wrote, tariffs are “legalized
plunder.” The law is used to steal

Bywhat right does the U.S. government tellan American
citizen he cannot buy a foreign product? Such action is
reprehensible on every ground imaginable, and is totally

incompatible with individual freedom. Also inexcusable _
on any ground is the vast network of U.S. trade subsidies.

The taxpayers subsidize companies through the Export-
Import Bank, the Department of Commerce, and the Over-
seas Private Investment Corporation, to name only three.

Such programs contribute to inflation, high taxes,
“crowding out” in the capital markets, higher prices, and
misallocation of resources.

Exports are only useful economically when they are
profitable. Otherwise they represent a net loss.

But don’t we need our own subsidies because other
countries have theirs? If the government of France wishes
to help impoverish their own citizens to send us cheap
products, why should we impoverish ours as well? We can,
and should, oppose those policies for France as well as the
United States, but we have no right to take away buying
opportunities from our own consumers.

Notes the Council for a Competitive Economy: we
should consider what would happen if a foreign country
decided to give us free cars, TVs, steel, and other products.
Would this hurt the American people? To ask the question
is to answer it.

Every economic intervention in trade, domestic or foreigr, ~

should be abolished, for practical and moral reasons.

Even if other countries maintain tariffs or subsidies, we
would be helped, not hurt, by unilaterally ending ours.

We would improve our productivity, shift resources to
those areas where we have an advantage, grow more pros-
perous, and make a greater variety of less-expensive goods
available to our people.

And we would serve the cause of peace and set a good
example for the world to emulate.

“When people and goods cross borders,” Ludwig von
Mises used to quote, “armies do not.” Free and extensive
trade, unsubsidized, between the peoples of the Earth lowers
tensions and makes us all better off. It is, morally and
economically, the only proper policy. [
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The Rebirth of Liberty: Mises and Auburn

by Clarence B. Carson

T IPsa long, long way from the old world charm of Vienna,
Austria, to “The Loveliest Village on the Plains”: Auburm,
Alabama. Yet the economic ideas of Ludwig von Mises and
the Austrian School of Economics have made that journey
and transition. The late Ludwig von Mises was one of the
great economic thinkers of the 20th century. Mises was
born in Lemberg, a city in Poland, which was in 1881, the
year of his birth, a part of the Austro-Hungarian Empire. He
grew up in Vienna in those waning years of an empire when
that city was the scene not only of unsurpassed cultural
vivacity but also the seat of a great intellectual ferment. One
of the results of that ferment was the “ Austrian” school of
economics. The young Mises attended the seminar of Eugen
von B6hm-Bawerk, the leading exponent of Austrian eco-
nomics at that time, and went on to become its leading
spokesman in Europe and the world in this century. Some
of the Austrians have shone more brightly, but none devel-
oped and expanded the theories so tenaciously as Mises.
The works of Mises comprise the single best innoculation
against socialism in the world, not more effective, perhaps,

~ —than 20 years in a slave labor camp, but infinitely more

..2asant. Unfortunately, the serum cannot be injected intra-
venously; it has to be studied, pondered, intellectually
imbibed, and become in some measure a way of looking at
economies. That is where Auburn comes in. It has been
selected as the location for the Mises Institute.

Auburn University has agreed to provide the quarters
and setting for the organization which is formally described
as The Ludwig von Mises Institute for Austrian Economics,
Inc. As befits such an Institute, it will, of course, be sup-
ported by private gifts and contributions. Austrian eco-
nomics is not a stranger at Auburn, however, and the setting
not entirely alien to it. There were already members of the
economics department adept at teaching the Austrian
theories and applying them to contemporary American
economic problems. The Mises Institute will, however, add
a new dimension to an educational effort already underway,
and expand the reach of these ideas.

Indeed, Austrian economics is not a foreigner in America;
the United States is now itsadoptive homeland. Mises lived
the last 30 or so years of his life in the United States. He was

_an Austrian by birth, a Viennese by parental decision, and
an American by choice. It was not an unconditioned choice,
however. The Nazi anschluss with Austria made conditions

Ludwig von Mises, 1881-1973

intolerable for him there, and he moved as a refugee to
Switzerland. He settled in Geneva, married, made connec-
tions, and established a life in which he could continue his
research and writing. But Hitler and the Nazis were only at
the beginning of their march of destruction in Europe. In
June 1940 as Nazi armies rampaged through France it could
but appear to Mises that they were closing in on him once
again. At best, Geneva would now be only minutes away
from Nazi-controlled territory; at worst, they might sweep
across Switzerland as they had other neutral lands. Thus,
the decision was made to seek refuge in the United States.

Even so, it was not an easy decision or one made without
considerable trepidation. He was nearing 60 years of age,
used to the customs and ways of Europe, whose habits of
work were geared to rhythms and kinds of intellectual
support he might not readily discover in America. Above
all, language is the homeland of men of ideas, and his was
mainly a reading knowledge of English.

Yet America was, or became, for him a land of hope, as it
has been for so many others who came to these shores.
Although Mises may never have given utterance to his
despair, he must surely have been depressed deeply by the
course of events and developments. During the whole of
his adult life he had withessed men and governments turning
away from and against the truth as he saw it and the ideas he
professed. He had witnessed the spread of tyranny which
followed inexorably in the wake of the rejection of 19th

(Continued on page 6)




(Continued from page 5)

century liberalism, his chosen creed. He had labored dili-
gently to expose the fallacies of socialism only to see his
most carefully thought out ideas fall upon stony ground.
His brilliant treatises on moneyand credit came no closer to
stemming the tide of paper money than an umbrella could
hold back a hurricane. His free-market ideas were as im-
potent before the socialist onslaught as the Polish cavalry
was against the German tanks.

Hope though it had never died, was revived in America
for Mises. America was not, of course, a Mecca for ideas on
the free market, free enterprise, the defense of the role of
capital, or an unswerving opposition to socialism. The
academy was already well set on its leftward bent, a direction
from which it has not yet been turned. Yet there was an
extensive freedom here, and there might still be time to
nurture the sicklied plants of liberty that still survived and
sow the seeds for a rebirth of liberty. Mises setabout the task
with dogged determination in his new environment. Here
and there he found people of a similar interest, and who
helped him with his effort to make a place for neo-classical
economics in America. Painfully, he reconceived and trans-
lated his major work, Human Action, into English and
brought out in English many other important works. Since
his death in 1973, his industrious widow, Margit von Mises,
has busied herself with seeing that his early works, too, are
available in English.

It is this body of work particularly, and these ideas in
general, that the Mises Institute is committed to distributing,
making more widely known, and securing a firmer lodging
in American academic life. Its Board of Advisors is
headed by Margit von Mises, and has in its cast EA.
Hayek, Henry Hazlit, Congressman Ron Paul, Murray
Rothbard, and Hans Sennholz. The founder and direc-
tor of the Institute is Llewellyn H. Rockwell, Jr. Lew is
well qualified for the undertaking. He earned his spurs as
a senior editor at Arlington House, as editor of Private
Practice, and as chief aide to Congressman Ron Paul.

In truth, Ludwig von Mises brought hope to America
much more than finding it here. He kept alive a vision of a
free market unsullied by compromises with an onrushing
statism. The intellectual edifice that he built is now in the
keeping of others. The address of the Mises Institute is213
Thach Hall, Auburn, Alabama 36849. [ |

Dr. Carson, a noted historian, isan alumnus of Auburn.

Mises Fellowships and Research Grants

One of the Institute’s most important programs is fellow-
ships for promising young free-market economics students_
at Auburn and other universities. Most fellowships ate fo.
PhD students, although in a very few cases masters students
and extraordinary undergraduates are eligible as well.

The Institute’s first three Mises Fellows are Don Bou-
dreaux and Mark Thornton of Auburn and George Selgin
of New York University. All are studying for their PhDs.

The Institute also awards research grants for faculty mem-
bers at Auburn and other universities to encourage new
work in Austrian, free-market economics. ||

Auburn University

Located in the rolling hills of eastern Alabama, Auburn
University was chartered in 1856 as a Methodist college.
Today it is the largest University in Alabama with 24,000
students from all 50 states and 45 foreign countries. Yet
Auburn still has the friendly atmosphere and traditional
values of its small college heritage.

A landgrant University renowned for its engineering and
agricultural schools, Auburn is also strong in liberal arts and: -
business. The free-market Economics Department has a

national reputation for excellence. |




His masterpiece— over 900 pages long.
List: $37.50; members: $29.00.
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Please circle choices:
Cost of books:

Postage and handling (please add 5% of the order, with a
minimum charge of $2 and a maximum of $10):

Total enclosed:

(Alabama residents please add sales tax)

Publications from the Mises Institute

1. The Anti-Capitalistic Mentality (pb) 8. An Introduction to Austrian Economics (pb)
o= by Ludwig von Mises by Thomas C. Taylor
Why some people hate freedom. An excellent survey of the subject.
List: $6.00; members: $4.80 List: $6.00; members: $4.00.
2. The Austrian Theory of the Trade Cycle (pb) 9. The Methodology of the Austrian School (pb)
by Ludwig von Mises, F.A. Hayek, Gottfried Haberler, by Lawrence H. White
and Murray N. Rothbard An economic method based on human action.
How recessions and depressions occur. List: $5.00; members: $3.00
List: $5.00; members: $3.00 10. Ludwig von Mises, the Man (pb)
3. Bureaucracy (pb) by Margit von Mises
by Ludwig von Mises A moving talk on his ideals.
The classic work on this subject. List: $2.00; members: $1.00
List: $6.95; members: 35.50 I1. Nation, State, and Economy (pb)
4. Economic Policy (pb) by Ludwig von Mises
by Ludwig von Mises A newly translated early work.
A good introduction to Mises. List: $9.00; members: $7.20
List: $5.95; members: $4.75 12.  Notes and Recollections (hb)
5. The Essential Ludwig von Mises (pb) by Ludwig von Mises
by Murray N. Rothbard Almost an autobiography.
The best essay ever written on Mises and Austrian economics. List: $9.95; members: $7.95
List: $6.00; members: $4.00 13, Socialism (pb)
6. Epistemological Problems of Economics (pb) by Ludwig von Mises
by Ludwig von Mises Why socialism can never work.
How to think about economics. List: $6.00; members: $4.80
List: $9.00; members: $7.20. 14.  The Theory of Money and Credit (pb)
7. Human Action (hb) by Ludwig von Mises
.. by Ludwig von Mises Why gold is free-market money.

List: $6.00; members: $4.80
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O I am a member of the Mises Institute or a full-time student at
(Discount prices are available only to members and full-time students.)

O I would like to become a member of the Mises Institute, and have enclosed my check or money order.

O Enclosed is my tax-deductible contribution of
O $5,000. 0O $2,500 0O $1,000 0O $750
O %250 0O $100 0O $75 0O $50

O $500
O Other

O Please use my contribution to help supply deserving students, and school and college libraries, with
complete sets of Institute publications at no charge.
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The Ludwig von Mises Institute of Aubum University is a non-profit educational foundation. Contributions are fully tax-deductible under Section 501(c) 3
of the IRS code.




Ludwig von Mises

Ludwig von Mises— economist, historian, and philos-
opher— was born in 1881. He studied at the University of
Vienna under the two founders of the “ Austrian” school of
economics, Carl Menger and Eugen von Bshm-Bawerk,
and received his doctorate in economics and law at 25.

Mises became economic advisor to the Austrian Cham-
ber of Commerce, and then, at 29, professor of economics
at the University of Vienna. He also founded the presti-
gious Austrian Institute for Business Cycle Research.

To avoid imprisonment by the Nazis, Mises went to
Switzerland in 1934, where he taught at the Graduate
Institute of International Studies in Geneva. It was also in
that city that he married Margit Sereny-Herzfeld.

In 1940, they emigrated to the United States, and at
64, he began teaching at the New York University Graduate
School of Business, where he remained until he was 88, the
oldest active professor in the United States.

Mises was the author of more than 250 articles and 25
books. His students included Gottfried Haberler, Nobel
laureate F.A. Hayek, Israel Kirzner, Fritz Machlup, Murray
N. Rothbard, and Hans F. Sennholz. When Mises died in
New York Cityin 1973 at the age of 92, he wasrightly called
the century's greatest economist and champion of liberty.

|
JAE and AEN

The Mises Institute’s scholarly Joumal of Austrian Eco-
nomics is edited by Murray N. Rothbard.

Dr. Rothbard received his PhD from Columbia Uni-
versity, and studied under Mises at New York University.
The author of many classics in Austrian economics~— such
as America’s Great Depression; Power and Market; and Man,
Economy, and State— Dr. Rothbard also serves as an active
member of the Institute’s distinguished Board of Advisors.

Assistant editor is Dr. Roger W. Garrison of Auburmn,
who also serves as the Institute’s associate director for
academic affairs. Dr. Garrison, whose PhD is from the Uni-
versity of Virginia, is the author of Austrian Macroeconomics,
among other important works.

The Institute also publishes the Austrian Economics
Newsletter, in addition to The Free Market. AEN is.co-
edited by two graduate students—Don Boudreaux of
Auburn and Sanford lkeda of NYU. [ |

The Mises Institute
Board of Advisors

Mrs. Ludwig von Mises, chairman
New York, New York

John V. Denson, Esq., vice chairman
Opelika, Alabama

F.A. Hayek

Nobel laureate in economics

Henry Hazlitt

Wilton, Connecticut

Congressman Ron Paul
Washington, D.C.

Murray N. Rothbard

Joumal of Austrian Economics
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Grove City College
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