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central theme unites Ludwig von Mises’s frequent ventures

into philosophy. Mises believed that economics as he prac-

ticed it gave access to “a third class of the laws of nature.”
The method of economics differed fundamentally from that of physics
and biology, the sources of the other classes of natural law. A sound
theory of knowledge thus must place proper stress on deductive
inquiry into human action, the method of economics. The place of
economics in ethical theory is less direct; but here too, the results of
economic analysis closely circumscribe the available options in value
theory. ‘

In sum, Mises wrote philosophy as an economist. Unlike his great
rival John Maynard Keynes, who held philosophical opinions that
molded his economic views, for Mises the direction of causation went
in the opposite way: economics determined philosophy.? I shall en-
deavor to illustrate Mises’s distinctive angle on philosophical ques-
tions, concentrating principally on the theory of knowledge and eth-
ics.

The guiding thread in Mises’s theory of knowledge was the de-
fense of economics. His discipline needed to be guarded against
metaphysical assault and scientific attempts to eliminate the cate-
gory of human action. In Mises’s opinion metaphysical arguments
cannot be used to challenge economics, since human beings cannot

*David Gordon is a senior fellow at the Ludwig von Mises Institute.

This paper was prepared for consideration for a Ludwig von Mises prize that was
awared at the Mises Institute’s 10th anniversary conference, October 9-11, 1992. 1 am
grateful to Pat Heckman and Ralph Raico for their very helpful suggestions.

L,udwig von Mises, Human Action (New Haven, Conn.: Yale University Press,
1963), p. 885.

2] have attempted to show the influence of Keynes’s philosophical views on his
economics in “Keynes’s First Principles,” Dissent on Keynes, Mark Skousen, ed. (New
York: Praeger, 1992), pp. 149-60.

The Review of Austrian Economics Vol.7, No. 1 (1994): 95-106
ISSN 0889-3047

95



96 . The Review of Austrian Economics Vol. 7, No. 1

attain the ultimate truth that metaphysicians seek. “It is beyond the
pale of a rational inquiry to enter into an analysis of any variety of
metaphysics, to appraise its value or its tenability and to affirm or to
reject it.”® Thus all-embracing schemes, e.g., Hegel’s depiction of the
growth of the Absolute Idea to full self-consciousness, cannot rightly
be used to challenge economics. To claim, with Werner Sombart, that
economics rests on a “method of isolation” which correct philosophy
has exposed as fallacious is illegitimate.* Economics, not metaphys-
ics, sits in the driver’s seat.

But why? How does Mises know that metaphysical inquiry is
sterile? His argument is the following: In order to survive, human
beings identify regularities in the world. Unless one can anticipate
that objects will behave in a fixed manner, action is impossible. One
can do nothing if the world is, in William James’s phrase, “a booming,
buzzing confusion.” The assumption that objects operate in a regular
order, however, cannot be proved. “There is no deductive demonstra-
tion possible of the principle of causality and of the ampliative
inferences of perfect induction; there is only recourse to the no less
indemonstrable statement that there is a strict regularity in the
conjunction of all natural phenomena.”

The assumption of regularity is not the only principle human
beings use to categorize the world, but all other principles depend on
it. Thus, if it cannot be proved that the world really is regular, none
of the other categories can be deductively derived. From the fact that
human beings must think about the world in a certain way, it does
not follow that the world really has the attributes we ascribe to it.
“In epistemology . . . we are dealing neither with eternity nor with
conditions in parts of the universe from which no sign reaches our
orbit nor with what may possibly happen in future aeons.”® It is this
limitation of our thought that closes our access to truth about meta-
physics.

Like Immanuel Kant, then, Mises thought that the human mind
grasped the world only through its own categories. But this similarity
hardly suffices to make Mises a strict Kantian. Unlike his great
predecessor, Mises did not claim that a particular set of categories is a
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%1 consider the German historical school in greater detail in The Philosophical
Origins of Austrian Economics (Auburn, Ala.: Ludwig von Mises Institute, 1993).

5Ludwig von Mises, Theory and History (New Haven: Yale University Press, 1957),
p. 4.

6Mises, Ultimate Foundation, p. 15.



Gordon: Philosophical Contributions of Mises 97

necessary presupposition of experience. To Mises, the categories are
ones that human beings now in fact use. He essays no transcendental
argument in the style of the Critique of Pure Reason to derive them.’
Indeed, as we have seen, he specifically denies that the causal
principle can be demonstrated.

Instead of a logical derivation of the categories, Mises offers an
evolutionary “just so” story. Human beings who did not use the assump-
tion of regularity would be unable to survive. Their more fortunate
relatives who did use this category would by comparison flourish.
Through a process analogous to biological selection, a set of common
categories gradually became entrenched in the human mind.®

At first sight, one might be inclined to object to Mises’s evolution-
ary argument in this way: If people who use the regularity principle
survive, while these who do not do so perish, what is the explanation
of this fact? Does it not show that the regularity principle is true? If
so, how can Mises assert that the principle cannot be proved?

But this objection fails: Mises is entirely right. From the fact that
using a principle aids survival, it does not follow that the principle
accurately characterizes reality. We do however know that the world
has this property: those in it who use the principle have an advantage
over nonusers. Perhaps the best explanation of the success of our
categories is that they accurately describe the world, but this is very
far from a proof that they do.’ Further, as Mises well knew, the entire
evolutionary scheme is speculative.'®

In spite of Mises’s claim that the principle of regularity cannot be
proved, he places great stress on it. The “strict regularity” that he
finds in all natural phenomena leads him to reject indeterminism in
quantum mechanics. The Heisenberg uncertainty principle limits our
knowledge: it does not show that the law of causality is false for
subatomic particles.™

"For an excellent account of Kant’s philosophy, see Paul Guyer, Kant and the Claims
of Knowledge (Cambridge: Cambridge University Press, 1987). Admittedly, some “psy-
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Mises’s position appears vulnerable. He thinks that the principle
of regularity is an essential category of the human mind; we must
think in accord with it. But if this is right, should we not consider
indeterminacy in nature unthinkable? Even if Mises is right to reject
real uncertainty in nature, how does he account for the fact that the
opinion he opposes can be genuinely considered? On his view it is
absurd on its face. He might respond that, after all, quantum mechan-
ics is very counter-intuitive. The paradoxes we encounter in this field
illustrate Mises’s contention that our categories of thought apply only
to the world we know.

But what has all this to do with economics? Mises’s account of
regularity in nature sets the stage for a contrast. The study of human
action does not proceed by inductive generalization from perceived
regularities. Instead, its method is deductive and its starting point
the concept of action. Through an analysis of this concept, the prin-
ciples of economics can be deduced. “Action and reason are congeneric
and homogeneous; they may even be called two different aspects of
the same thing.”*?

Can Mises maintain consistently his contrast between the study
of human action and the sciences of natural phenomena? Human
beings are part of the natural world: why then do they stand immune
from the principle of regularity? Mises believes that “determinism is
the epistemological basis of the human search for knowledge.”*® If he
is right, has he not undermined his fundamental philosophical goal—
the defense of Austrian economics?

Mises’s response provides a key to understanding his thought.
Determinism does apply to human beings: “What a man does at any
instant of his life is entirely dependent on his past, that is, on his
physiological inheritance as well as of all he went through in his
previous days.”"* But we do not know how human thought and action
are determined by these factors. Determinism is thus of no use in the
study of human action. Instead, we must assume that the mind
operates autonomously. To claim this is not to assert that the mind
really is independent of the physical world: this contradicts what
Mises takes to be a basic assumption of science.

Instead, “[mJethodological dualism refrains from any proposition
concerning essences and metaphysical constructs. It merely takes
into account the fact that we do not know how external events . . .

12Mises, Human Action, p. 39.
13Mises, Theory and History, p. 74.
“1bid., p. 77.
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affect human thoughts, ideas, and judgments of value.”'® Mises’s

vindication of praxeology, then, is this: In spite of the principle of
regularity, we do not know how human thought is determined. Theo-
ries that assign particular causes to thought thus are metaphysical,
not scientific, and must be rejected. Two features of this argument
require stress. First, in line with his wish to defend economics rather
than support a philosophy of his own, Mises assumes as little as
possible. He does not assert that human beings are metaphysically
free: he contents himself with the claim that in economics they must
be treated as rational actors. More questionably, he manifests a
strong hostility to metaphysics.

Mises’s view of human action provides additional evidence that
he is not a strict Kantian. As we have just seen, Mises’s position is
that human beings must be treated as rational actors, since we do
not know how action is determined. Kant’s was in part the reverse.
He thought that the real or noumenal self is not determined. It is not
that we have no access to the laws that determine human action, as
Mises believes: we really are free.'® In the world as we know it, i.e.,
the phenomenal world, the situation is otherw1se Human action is
determined by the desire for happiness.'’

In this latter view, Kant and Mises are quite close. Mises likewise
assumes that “[hlappiness . . . is the only ultimate end.”*® We always
aim to achieve the highest ranked of our preferences that we think
attainable. Mises does not assume that we can freely choose our
preferences: freedom, as he conceives it, is the use of reason to achieve
our goals. But this similarity, to my mind, is not sufficient to place
Mises in the Kantian camp."

In the theory of knowledge, then, Mises is satisfied with a very
modest conclusion: neither physical science nor metaphysics pose a
challenge to economics. The limited nature of Mises’s claim, however,
failed to secure him immunity from attack. The logical positivists (the
“Vienna Circle”) advanced views that, if accepted, placed praxeology
in peril. Mises regarded it as a vital task to reply to positivism, and

YIbid., p. 1.

%For an important analysis of Kant’s conception of freedom, see “Reason and
Autonomy in Grundlegung I11” in Onora O’'Neill, Constructions of Reason (Cambridge:
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I think his efforts in this area constitute his most valuable contribu-
tion to the theory of knowledge.

The clash of the positivists with praxeology resulted from their
theory of meaning.”® Briefly put, they held that deduction cannot give
us any knowledge about the empirical world. All necessary truths are
analytic; they are tautologies that are empirically meaningless. Since
praxeology proceeds by deduction from a necessarily true axiom, the
threat posed by positivism is apparent. Economics is supposed to
apply to the world: it is not “an unearthly ghostdance of bloodless
categories.” If the method it uses must fail of its purpose, Misesian
economics is ruined.

Mises’s most important argument against the positivists was a
simple one. They purport to banish metaphysics and follow science, but
their own position is metaphysical. “[T]he epistemology of positivism is
itself based on a definite brand of metaphysics.”?* If positivists accu-
rately took note of praxeology, they would be forced to abandon their
views. Praxeology is a deductive discipline that, contrary to positivist
dogma, does give us knowledge of the real world. To declare illegitimate
an existing science because it violates a philosophical doctrine is itself
illegitimate: Metaphysics cannot overturn science.

The force of Mises’s point is twofold. First, he himself agrees with
the positivists that philosophy is subordinate to science. When he
claims that a philosophic doctrine cannot overturn a conclusion of
science, he speaks on his own behalf. But, more fundamentally, his
argument works against the positivists even if one disagrees with
Mises’s view about the relation of science to philosophy. The positiv-
ists do agree with him here: his argument is thus an effective ad
hominem retort against them. They, the opponents of metaphysics,
are themselves engaged in metaphysics if they reject praxeology.”

Mises uses the same response to Karl Popper’s falsifiability
criterion. Popper, unlike the positivists, did not take all metaphysical
statements to be meaningless. He instead adopted the more limited
position that all scientific statements must be capable of being proved
false. The theorems of praxeology, insofar as they are deductively
derived from a self-evident axiom, fail this test: nothing can falsify
them.

20For a full account of the logical positivists, see J. Alberto Coffa, The Semantic
Tradition from Kant to Carnap: To the Vienna Station (Cambridge: Cambridge Univer-
sity Press, 1991).

Mises, Ultimate Foundation, p. vi.

2For a discussion of ad hominem arguments in philosophy, see Henry W.
Johnstone, Jr., Validity and Rhetoric in Philosophical Argument (University Park,
Penn.: Dialogue Press, 1978), pp. 5-12.
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Mises’s reply is characteristically forthright. If Popper wishes to
classify praxeology as unscientific, that is his affair. The proper tests
of praxeology are the truth of its axioms and the validity of its
arguments. Why should it matter whether praxeology meets the
criterion of science proposed by a particular writer? Why does it count
against a statement that it is metaphysical in Popper’s sense?

Here once more Mises uses an ad hominem argument. Like the
positivists, Popper contended that definitions do not describe real
essences: they are arbitrary proposals for the use of a term.?® Mises
cleverly uses this view against Popper to show that his own charac-
terization of scientific statements is an arbitrary proposal.

Mises has another argument that uses positivist doctrine against
itself. “[TThe proposition that there are no synthetic a priori proposi-
tions is itself a . . . synthetic a priori proposition, for it can manifestly
not be established by experience.”* A positivist might deny this and
assert that the claim was an inductive generalization. But then what
justifies him in rejecting standard examples of a priori propositions,
e.g., “whatever is colored is extended,” not to mention the theorems
of praxeology? Alternatively, a positivist might claim that the dis-
puted statement is analytic, but it is unclear what would ground this
assertion.

Mises does not confine his criticism to refutations of the kind just
described. He directly examines the main contentions of the logical
positivists and finds them wanting. The positivists claim that the
propositions of mathematics and logic are tautologies. But even if this
is true, we can learn something new from mathematical or logical
investigation.”® Even if all the theorems of geometry are restatements
of the axioms used in their proofs, it does not follow that we can at
once grasp the theorems when we learn the axioms. The distinction
Mises draws here resemble Aquinas’s separation of propositions “self-
evident in themselves” from those “self-evident to us.”?

Mises’s criticism of the positivists seem eminently well taken; but
even if one adheres to that philosophy, Mises has the resources to
protect praxeology. He calls the propositions of economics synthetic
a priori truths, but it is not at all clear that he has in mind what
the positivists wish to exclude. What does Mises mean by a

23For Popper’s “anti-essentialism” see Karl Popper, The Open Society and Its
Enemies, 2 vols. (New York: Harper, 1967), pp. 9-21.

24Mises, Ultimate Foundation, p. 5.

Z5Mises, Human Action, p. 38.

26Aquinas uses this distinction in his criticism of St. Anselm’s argument for the
existence of God.
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“synthetic” proposition? Asdiscussed above, he replies to the claim
that mathematical propositions are tautologies with the point that
we can learn something new from some tautologies. Does he mean by
a synthetic proposition, then, one that gives us new knowledge? If he
does, his position is perfectly consistent with that of his positivist
foes. They are concerned to exclude propositions that, in their sense
of the terms, are both necessary and non-analytic. So far as I can
determine, Mises did not take a position on this issue; he neither
asserts nor denies, e.g., that the predicate of the action axiom is
“contained” in the subject. He offers no formal account of synthetic
propositions, however, so the suggestion that praxeology is immune
from positivist attack in this way is conjectural.

Even if this suggestion is rejected, much of praxeology is still
under no threat from the positivists. Although “[a]ll the concepts and
theorems of praxeology are implied in the concept of human action,” its
inquiries are restricted “to the study of acting under those conditions
and presuppositions which are given in reality.” To accomplish this,
subsidiary postulates must be added to the axiom of action, e.g., the
assumption that labor has negative utility. But “[t]he disutility of labor
is not of a categorical and aprioristic character. We can without contra-
diction think of a world in which labor does not cause uneasiness, and
we can depict the state of affairs prevailing in such a world.”*®

If praxeology includes empirical propositions, why would positiv-
ists object to it? They do not reject the use of logic in science: they
instead think that logic by itself will not provide us with knowledge
of the empirical world. But “[elconomics does not follow the procedure
of logic and mathematics. It does not present an integrated system of
pure aprioristic ratiocination severed from any reference to reality.””
The only theorems of praxeology, then, that conflict with positivism
are those that do not include any empirical propositions in their
derivation. Mises has powerfully argued that logical positivism
should not be accepted; and, by extending points that Mises makes,
we can show that praxeology is in little danger from it.

Of course economists influenced by positivism have followed
methods of inquiry radically at variance with Mises’s precepts. Many
of them place great reliance on empirical testing, while Mises thinks
this unnecessary and in many cases not possible. Milton Friedman
goes so far as to say that the assumptions of an economic theory may

27Mises, Human Action, pp. 64—65.
21bid., p. 65; footnote number omitted.
D1bid., p. 66.
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be false, as long as the theory generates correct predictions. A greater
divergence from Mises would be difficult to imagine. But none of these
views follows from the verifiability criterion of meaning. A positivist
sympathetic to praxeology might take the axiom of action to be a
comrgloon sense empirical proposition, known by introspection to be
true.

One further point requires mention. If praxeology is consistent
with positivism, does this invalidate one of Mises’s key arguments
against the positivists? The very existence of praxeology, he claims,
refutes their view of science. But if praxeology is consistent with
positivism, must not this argument be withdrawn? As usual, Mises
is on safe ground: all that is required is a modification of it. Mises can
pose this dilemma to positivist detractors: if praxeology contradicts
their views, its existence as a science refutes them; if it does not, they
cannot object to it. And in any case, Mises still has intact all his other
arguments against the positivists.

Mises’s primary aim in epistemology, I have endeavored to show,
was to defend economics. “With regard to praxeology the errors of the
philosophers are due to their complete ignorance of economics and
very often to their shockingly insufficient knowledge of history.” In
ethics, his main goal was similar but not identical. In his view,
economics does not by itself support any ethical conclusions. But if
one acknowledges a value judgment that he thinks almost universally
acceptable, the establishment of a free market is imperative. Mises
recognized that various schools of ethics had objections to the free
market, and his aim in this branch of philosophy was to defend the
market from attack. His method was a radical one: he denied the
possibility of objective ethics altogether. If Mises is correct, all ethical
objections to the free market immediately fail.

In Mises’s view, it makes sense to ask: given a certain end, how
can that end be best achieved? If someone wishes to build a house,
the question of how he can best use his resources to do so admits of
an objective response. Whether to build the house is up to him; how
best to do so is not. Rationality is a matter of means, not ends. The
matter is, however, somewhat complicated by the fact that an end
can itself be a means to a further end.” Mises in fact holds that

30These remarks should not be taken as a defense of positivism. In my own view,
the verifiability criterion ought to be rejected; further discussion is in my Philosophical
Origins, pp. 36 ff. Rather, I am here addressing the question: if one did accept the
verifiability criterion, how much of Austrian economics could be retained?

31Mises, Human Action, pp- 32-33; footnote number omitted.

2Miges, Theory and History, p. 13.
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“[hlappiness in the purely formal sense in which ethical theory
applies the term is the only ultimate end.” Mises meant by this that
we want things not for their own sake but for the satisfaction,
assessed purely subjectively, which we expect them to bring us.

Mises’s notion of values stands in opposition to two competing
types of theory, and he explicitly opposed both. Some philosophers
maintain that there are objective goods or ends “out there in the
world.” Regardless of what people think, certain things just are good
or bad. Franz Brentano, a leading advocate of this position, main-
tained that value judgments were “correct” or “incorrect,” analo-
gously to the truth or falsity of factual propositions. Mises rejected
Bretano’s account; unfortunately he did not discuss Bretano’s argu-
ments.” Against aesthetic objectivism Mises is scathing: “Only
stilted pedants can conceive the idea that there are absolute norms
to tell what is beautiful and what is not.”™

Some proponents of objective ethics agree with Mises that values
are not properties that objects possess. Nevertheless, ethics is not
subjective, since reason can show that we stand under certain obli-
gations, regardless of the ends we happen to have. Mises has little
time for this position. He says of its foremost proponent: the “weakest
part of Kant’s system is his ethics.”®

By dismissing objective ethics, Mises has prepared the way for
his own defense of the free market. Mises’s primary concern to
vindicate economics suggests an additional motive for his subjec-
tivist conception of values. Someone who believes in objective
values in the style of G. E. Moore but also accepts Austrian eco-
" nomics needs to fit two different kinds of value into his intellectual
system. By accepting only subjective values, a drastic intellectual
simplification becomes possible; and Mises may have found the
temptation to wield Occam’s razor too strong to resist. More prosai-
cally, as an economist Mises was thoroughly familiar with subjec-
tive values and may have found any other approach conceptually
uncomfortable. This in part accounts for the fact that Mises says
little to support his condemnation of objective values: he treats the
issue as virtually self-evident.

S 1bid., p. 36, n. 1. Brentano’s views are presented in his The Origin of Our
Knowledge of Right and Wrong, R. M. Chisholm and Elizabeth Schneewind, trans.
(Atlantic Highlands, N. J.: Humanities Press, 1969). An interesting discussion of
Brentano on value judgments may be found in Thomas L. Carson, The Status of
Morality (Dordrecht: D. Reidel, 1984).

34.Mises, Theory and History, p. 63.

35Ludwig von Mises, Socialism (London: Jonathan Cape, [1936] 1951), p. 430.






