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Introduction
In the following passage taken from a section of Human Action titled “Right-

eousness as the Ultimate Standard of the Individual’s Actions,” Ludwig von
Mises equates moral reformism, most notably that associated with the church,
with interventionism.

Now, the reformers with whose plans we are concerned suggest along
with the norms designed for the protection and preservation of private
property further ethical rules should be ordained. They want to realize in
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Ludwig von Mises pioneered the praxeological critique of economic interven-
tionism. He argued that the state’s manipulation of market processes through
wage and price controls, taxes and subsidies, central bank credit manipulation,
and other regulatory policies would create unintended and undesirable conse-
quences, and, therefore, further rounds of intervention. Mounting interven-
tions would systematically disturb market processes and tend toward central
economic planning. But Mises erred in his later attempt to equate moral reform-
ism, especially the call for a morally improved capitalism, with interventionism.
He claimed that moral reforms would, like any kind of economic intervention,
hinder market processes and logically lead toward authoritarian control of the
economy. Mises therefore insisted that a morally improved capitalism is un-
workable. If Mises is correct, the effort of this Journal is not only in vain, it might
unwittingly point in the direction of authoritarianism. This article puts Mises’
praxeological reasoning to the test. We argue that his conclusions cannot be
accepted as deduced from solid economic analysis and praxeological reasoning.
Mises failed to provide a successful a priori argument showing that the logic of
moral persuasion necessarily hampers market processes and logically tends to-
ward authoritarianism.
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(although some moral reformers may have this as their goal). “What does mat-
ter,” Mises maintains, “is the idea of erecting a social system on the twofold
basis of private property and of moral principles restricting the utilization of
private property.”4

As economists influenced by Mises’ work, we generally agree with his argu-
ment about the unintended consequences of economic interventionism. A
significant increase in the minimum wage, for example, tends to increase
unemployment—an unintended, and undesirable, outcome. The logic of in-
terventionism suggests that other socio-economic reforms would have to be
introduced, such as certain welfare policies, to solve the growing unemploy-
ment problem, and those policies would likely spur further rounds of unin-
tended and undesirable outcomes justifying still more policies and interventions.
Because intervention begets intervention, interventionism is unstable, and, if
continued, logically leads to centralized economic planning.5

While we accept Mises’ views on economic interventionism, we disagree with
his attempt to equate moral reforms—secular or nonsecular—with interven-
tions into the unhampered market process. We question the Misesian claim
that spirited public debate over a higher moral consciousness beyond a merely
consequentialist version of ethical egoism—call it, simply, morality—will
invariably hamper the market system and threaten its stability.

Kinds of Order in the Market and in Civil Society
Before discussing a relationship as complicated as that between the market

and the church, and especially that between a market process and an interven-
tion, we must clarify our use of these terms. Though it is a noun, the market
should not be thought of as a person, place, or thing. In fact, according to Mises,
the market should be interpreted more as a verb: “The market is not a place, a
thing, or a collective entity. The market is a process, actuated by the interplay of
the actions of the various individuals cooperating under the division of labor.
The forces determining the—continually changing—state of the market are the
value judgments of these individuals and their actions as directed by these
value judgments.”6

The market is a “spontaneous order” in which the purposive actions and
interactions of people pursuing their own plans, whether they are altruistically
or selfishly conceived, foster “an end that was no part of one’s intentions.”7 An
orderly arrangement emerges through voluntary exchange that is not the prod-
uct of any one mind, nor the design of any particular group, but can be attri-
buted to the multitude of all past and present individual actions.8 This market

production and consumption things other than those realized under the
social order in which individuals are not checked by any obligation other
than that of not infringing upon the persons of their fellow men and
upon the right of private property. They want to ban those motives that
direct the individual’s action in the market economy (they call them self-
ishness, acquisitiveness, profit-seeking) and to replace them with other
impulses (they call them conscientiousness, righteousness, altruism, fear
of God, charity). They are convinced that such a moral reform would in
itself be sufficient to safeguard a mode of operation of the economic
system, more satisfactory from their point of view than that of the un-
hampered capitalism, without any of those special government measures
that interventionism and socialism require.

The supporters of these doctrines fail to recognize the role that those
springs of action they condemn as vicious play in the operation of the
market economy. The only reason that the market economy can oper-
ate without government orders telling everybody precisely what he should
do and how he should do it is that it does not ask anybody to deviate
from those lines of conduct that best serve his own interests.

Those who contend that there is a conflict between the acquisitive-
ness of various individuals or between the acquisitiveness of individuals
on the one hand and the commonweal on the other, cannot avoid the
suppression of the individual’s right to choose and to act. They must
substitute the supremacy of a central board of production management
for the discretion of the citizens. In their scheme of the good society
there is no room left for private initiative. The authority issues orders and
everyone is forced to obey.1

By fusing moral reform with interventionism, Mises argues that advocates of a
morally improved market system unwittingly, and inevitably, advocate totali-
tarianism. Presumably, this remarkable thesis would apply to the contempo-
rary appeals to enhance a Christian morality for post-Communist society, in
Pope John Paul II’s Centesimus Annus, and in the efforts of a number of theo-
logians and economists who have contributed to the further refinement and
application of the encyclical.2

For example, Gregory Gronbacher writes that “economic personalists do not
advocate unfettered markets. They argue instead for constrained markets. How-
ever, the means of constraint advocated by them differs dramatically from the
typical solutions offered by statists.” Rather than a panoply of regulations, coer-
cively enforced agreements, and other state policies, Gronbacher argues that
“The market restraints sought by economic personalists are moral restraints.
The personalist seeks noncoercive means to persuade and reinforce individual
behavior in accord with the truth about the human person.”3 But Mises ad-
vances the thesis that these well-meant restraints would—if indefatigably pur-
sued—pave the way toward totalitarianism. He is not saying that advocates of
this moral vision are bent on destroying the foundations of the market system
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Ludwig von Mises’ harsh criticisms of the church. As a classical liberal, undoubt-
edly mindful of the epistemological justification for a free society, Mises recog-
nizes the importance of tolerance when he explains that:

Liberalism demands tolerance as a matter of principle, not from oppor-
tunism. It demands toleration even of obviously nonsensical teachings,
absurd forms of heterodoxy, and childishly silly superstitions. It de-
mands toleration for doctrines and opinions that it seems are detrimen-
tal and ruinous to society and even for movements that it indefatigably
combats. For what impels liberalism to demand and accord toleration is
not consideration for the content of the doctrine to be tolerated, but the
knowledge that only tolerance can create and preserve the condition of
social peace without which humanity must relapse into the barbarism
and penury of centuries long past.15

In a final comment he adds, “Against what is stupid, nonsensical, erroneous,
and evil, liberalism fights with the weapons of the mind, and not with brute
force and repression.”16

Competition and Cooperation Without Moral Conscience
What is so perplexing about Mises’ understanding of tolerance and the use

of reason in suppressing nonsensical ideas, however, is his stubborn insistence
that a complete dissolution of any individual’s or group’s nonsensical ideas is
necessary for the market economy to realize the greatest general welfare. He
held this position not only with respect to Communist ideologues but also
with respect to moralists and theologians who offered suggestions of anything
that appeared to deviate from the axiomatic, apodictically certain laws of eco-
nomic analysis. He even criticized those who saw capitalism as an overly
materialistic, consumerist-driven economic system that failed to affirm hu-
man dignity. Space restraints preclude us from considering moral theories that
do, in fact, divorce sound economic principles from moral analysis (e.g., a
theory of justice that calls “from each according to his ability, to each accord-
ing to her need”). Suffice it to say that economics places parameters around our
utopian visions. Of particular concern to Mises are moralists and theologians
who maintain a good grasp of economic principles, who affirm the economic
necessity of private ownership and free-market processes but vigorously de-
nounce the consumerism and materialism associated with modern, market-
based society.

We shall bypass the epistemological problems with Mises’ claim to be the
bearer of timeless, absolute truth,17 and examine instead his understanding of
the relationship between a tolerant, free society and the faulty lines of reason-
ing that often emerge within it. First of all, he suggests, “Advocates of a social

process is the “comprehensive order extending over the whole field of human
society.”9

According to Hayek, two types of order exist within society: spontaneous
order and intentionally designed order.10 These two forms of order are not mu-
tually exclusive, for within all deliberately designed social orders there exist
definite spontaneous forces11 and within all spontaneous orders exist certain
elements of design.12 When we speak of ideal-type spontaneous orders, we
often think of such evolving institutions as law, language, money, and the mar-
ket. Intentionally designed orders are often seen in terms of organizations such
as consumer cooperatives, families, firms, and governments. The divide between
what qualifies as a spontaneous order and a designed order is far from abso-
lute, but the church would seem to be an organization best suited to the latter
category.13

While market processes are inherently unpredictable, a church operates ana-
logously to a firm in the sense that it tends to proceed into the future with
certain ends it hopes to reach. These ends could prove to be quite diverse from
parish to parish, but to move the parish ahead, clergy must set goals and imple-
ment plans for achieving them.

The spontaneous aspect in the organization of a church partially resides in
how well the plans of parishioners and clergy coordinate, leading to a result
that may or may not produce the desired end. A particular parish may adhere to
certain fundamental tenets and proceed according to a certain code, but even
within the limits of these “rules” a great amount of liberty remains for the
emergence of spontaneous order. Though a denomination might agree on
these rules explicitly or tacitly, the “promotion of an end which was no part of
their intention” occurs for individuals within a church as they act and interact
within limits. As this free association carries on, the spontaneous order not
only affects the particular ends but also “influences how the institutional frame-
work evolves.”14 Thus, not only are outcomes indeterminate, but the future struc-
ture of the church as a whole is unknowable with any degree of certainty.

While similar in some ways and different in others, both the market and the
church emerge from the free association and value judgment of individuals.
What we know as the market is a phenomenon stemming from the actions of
people who believe ex ante that it is better to cooperate through trading than to
live self-sufficiently in isolation. Similarly, the church is the result of human
action in which individuals believe ex ante that it is more valuable to organize
with certain common beliefs to realize their personal ends than it is to do so
alone. Ideally, both are the result of free, voluntary association within society.

It is important to keep the preceding distinctions before us as we examine
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the competitive process is driven by the values of consumers, but he leaves it to
the other sciences (particularly psychology), and not praxeology or economics,
to discuss how or why people have the values, the tastes, and the preferences
they do. Actions may demonstrate preferences but they do not explain why a
person enjoys A over B. In Mises’ view, the market process is the unfolding of
cooperative and competitive activities by countless entrepreneurs, promoters,
speculators, and middlemen who constantly struggle to serve the preferences of
consumers. It is not for the economist to debate whether the consumer ought to
prefer A over B or vice versa. Instead, the economist must explain processes by
which profit-seeking entrepreneurs will come to serve those consumers, which
is the reason that Mises thought economics ought to be value-free. Moreover,
he maintained relentlessly that there can be no rational discussion over what
values one ought to pursue for “any examination of ultimate ends turns out to
be purely subjective and therefore arbitrary.”23 Thus, in making such a state-
ment, Mises essentially denies the possibility of a rational foundation for morality.

Is Moral Reform Interventionist, Logically Leading Toward Statism?
Perhaps we are now in a better position to understand why Mises would

equate moral reform, per se, with interventionism. The moral pundit challenges
the values and preferences not only of the consumer but of all people. Econo-
mists, however, have grown accustomed to viewing the unhampered market
process as an idealized set of activities through which people pursue their own
(given) interests without fraud, theft, or coercion. Consequently, as we might
expect, fraud, theft, and coercion appear as exogenous forces—interventions
into an otherwise peaceful harmony of interests.24 The preachers of a “true”
morality, however, challenge those interests. Their purpose is to question and
challenge what Misesian economics—in fact, most economic theory—takes as
given. (That it is tempting to consider this a kind of intervention is even wit-
nessed in Gronbacher’s work cited above, as he uses similar language when he
admits that economic personalists call for moral restraints to serve as market
restraints on the otherwise unfettered market system.)

We are now in a position to boil down the essential aspects of Mises’ basic
thesis. His central argument can be summarized in the following propositions:

(1) Individuals engage in a calculative pursuit of their own interests.
(2) The market is a process through which, only voluntary exchanges

occur among the individuals described by (1).
(3) An important goal of economic theory is to explain how (2) al-

lows (1) to coordinate their plans.

reform to be accomplished by compliance with the principles of Christianity or
with the demands of ‘true’ morality maintain that conscience should also guide
well-intentioned people in their dealings on the market.”18 This inference, which
argues that Christian reformers or “true” moralists operate with some intent of
exhorting individuals to look at phenomena in a different way, seems quite
reasonable, but it provides us with little that we did not already know.

We have no doubt that moral reformers seek to encourage a changed form
of conscientiousness and behavior. From a praxeological perspective, Mises
might push us to articulate exactly how the action of the moral reformer who
encourages us to “attribute primacy to our voice of conscience”19 differs from
the advertiser who attempts to prick our conscience to buy this or that product.
How is the effort of the Christian reformer or moralist different from a mother
who attempts to influence her child’s “voice of conscience” through dispen-
sing advice? An endless number of examples can be offered that reflect instances
in which attempts are made—whether consciously or subconsciously—to “stir
the conscience” of another person.20 This aspect of the market economy, or per-
haps more broadly of civil society, does not necessarily obstruct our actions.
Instead, it serves an important informational function that works to coordinate
disparate individual plans. The “noise” we encounter as rational agents from
moralists, telemarketers, or family members, should be seen as an effort to stir
a person’s conscience. Before dismissing this noise as a form of invasive moral-
izing, it should be acknowledged that the work of such reformers might help to
enlighten us in prioritizing our actions.

Yet Mises maintains that the work of the Christian reformer or “true” moral-
ist deviates from the unhampered market economy in a special way—as a pecu-
liar kind of intervention—that ultimately necessitates a growing dependence
upon “authoritarian regimentation”21 to accomplish its objectives. While the
actions of the moralist and the telemarketer cannot be distinguished analyti-
cally (they are calculative in Mises’ view), he suggests that the results yield syste-
matically different consequences. The latter is an essential element of an open
market process; presumably the former is not. For Mises, it is impossible to
maintain a market process without entrepreneurs, but it is possible to maintain
a market process apart from those concerned with moral conscience.

Successful economic agents—enterprisers, entrepreneurs, and the telemarketer
(our example, not Mises’)—survive the market process by serving the consumer
for the simple reason that “the market economy is a system of consumers’
supremacy.”22 This is the familiar notion of consumer sovereignty. Unsuccessful
agents learn the hard way through unanticipated economic losses, which means
that they are gradually weeded out of the competitive struggle. In Mises’ view,
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supremacy.”22 This is the familiar notion of consumer sovereignty. Unsuccessful
agents learn the hard way through unanticipated economic losses, which means
that they are gradually weeded out of the competitive struggle. In Mises’ view,
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perty, inexorably lead to central economic planning? Mises would answer as
follows:

(8) Moral reformers will find that their efforts are in vain. Erron-
eously claiming to have found the “true” ultimate ends, their values will
conflict with the interests of the individuals described in (1).

(9) Moral reformers must therefore turn to other means. When per-
suasion fails, they will turn to the coercive hand of the state.

(10) Now like any other intervention, those forceful moral inter-
ventions will generate undesirable outcomes, encouraging moralists to
call for more effective, more comprehensive state policies and regula-
tions to improve the outcomes of their moral crusade. Authoritarian
regimentation results.

It is not our intent to deny the many instances in which particular moralists or
religious institutions enlist the coercive power of the state for enforcing mat-
ters of conscience. The principal issue is whether moral reformism logically
tends in the direction of authoritarian regimentation. Mises claims that it
does.

What is the epistemological status of Mises’ conclusion? Is it, in fact, an
exercise in praxeology as Mises himself believed? We have seen that his thesis
rests, in part, on the thought experiment described in the first three proposi-
tions. Even if we accept those propositions, (10) does not logically follow.
Propositions (8) and (9) are empirical claims. How can Mises know that the
moral reform efforts will be in vain? How does he know that reformers will
turn to other means, such as the state, to accomplish their objectives? As a
praxelogist, he cannot support these claims because they are empirically based
and he did not logically deduce them. His claims seem to be based on histori-
cal observations (for example, he mentions the just-price doctrine and the
failed attempts to implement it), but praxeologists cannot generate universal
laws from historical instances.

At best, a particular reading of history might suggest that certain moral re-
form efforts have been unsuccessful and have led to state intervention. Proposi-
tion (8), the alleged vanity of moral reform efforts, and proposition (9), the
inherent statist propensity of these efforts, are not grounded in sound praxeo-
logical reasoning. Mises, in other words, has not established the a priori argu-
ment that moral reformism must ultimately hamper, and thereby disturb, the
market process. Moral appeals are not necessarily nor even generally similar to
other acts of intervention, which, according to him, would generate unexpected
economic distortions, bouts of intervention, and a growing reliance on the state
to manipulate the economy.

While propositions (1) and (2) are debatable among reasonable people, taken
together all three constitute an important thought experiment for understand-
ing complex economic phenomena. For us, however, the problem arises in the
further stages of the thesis.

(4) Moral theory lies outside the domain of praxeology and economics
proper.

(5) To the extent that moral theory seeks a rational discourse over
ultimate ends, moral theory is impossible and doomed to fail.

(6) Moral theory and its assorted pronouncements question, criti-
cize, or challenge the otherwise given interests described in (1).

(7) Therefore, moral reforms are a peculiar kind of intervention into
the market process (2).

Though Mises (and most of the economics profession) defend proposition (4),
reasonable people may disagree and take different positions on the issue.25

Proposition (5) is even more debatable.
We have found that moral reforms are a peculiar kind of intervention into

what would otherwise be a free, unhampered market process, only if we inter-
pret the free market as a process of plan coordination among self-interested,
calculative individuals. So Mises’ propositions (6) and (7) make sense within
the context of the unhampered market thought experiment. Moral reformers
who support the institution of private property do not want to change the
economic parameters of price, quantity, and output—they do not champion
direct government regulation of business, wages, and prices—but the values,
tastes, and preferences of people within the social order.

If we continue with the thought experiment of the market as a pure eco-
nomic exchange process, then perhaps proposition (7) can be maintained. To
the extent that market processes take on more of an institutional character,
which means they are shaped and supported by cultural, religious, scientific,
and political institutions, it is difficult to find an analytically pure market
process in the real world. Given this fact, then, the Misesian notion of morality
“intervening” on market processes becomes all the more problematic. Some
might present just the opposite argument, namely, that market processes “in-
tervene” on the moral resources of individuals.26

But why would that moral “intervention” (Mises) or “restraint” (Gronbacher)
carry, as Mises believes, the unintended consequences of the type associated
with economic interventions? In other words, why would moral challenges
unwittingly generate economic instability and the crushing tendency toward cen-
tral economic planning? This is the crucial jump in Mises’ argument. Why would
calls for moral reform, while intending to uphold the institution of private pro-
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Conclusion
Mises attempted to tar moral reformism with the brush of intervention-

ism, suggesting that a morally improved capitalism is unworkable. We have
found that Mises offered more of a historically influenced judgment than a
deduction from solid economic analysis and praxeological reasoning. It is
important to see that Mises has not offered a successful a priori argument
showing that moral reformism leads to economic intervention. The preceding
analysis has a direct implication for the effort of this Journal to influence the
economic community through the production of scholarship for a humane
economy. It also challenges the validity of assumptions many economists make
about human nature, human action, the meaning of terms such as intervention
and the unhampered market process, and their presuppositions about the effect
of morality on value-free economic analysis.
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