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ABSTRACT 

MISESIAN INTERVENTIONISM: THE TEXT, THE AFTERMATH AND THE 
ENTANGLED POLITICAL ECONOMY 

Jonathan von Ahnen, Ph.D. 

George Mason University, 2020 

Dissertation Director: Dr. Richard E. Wagner 

In his magnum opus economic treatise Human Action, Ludwig von Mises makes the 

peculiar prediction: “…yet the age of interventionism is reaching its end.  

Interventionism has exhausted all its potentialities and must disappear.”  As this 

prediction bears no semblance to our current world, a thorough examination of the facts 

was in order.  Chapter 1 serves as a history of thought on the Misesian critique of 

interventionism.  In effect, what I develop is not simply a definition of Misesian 

interventionism, but a definition of the system of interventionism recognizable as 

Misesian.  This chapter also follows the evolution of Mises’ critique of interventionism 

from some of his earliest writings through the publishing of Human Action in 1949.  In 

order to understand and appreciate this evolution, both a biographical sketch and 

historical contextual elements are presented to situate Mises’ contributions in time and 

space, including establishing his lineage amongst classical liberal economists. 
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In chapter two, I evaluate the accuracy of Mises’ claim (“the Misesian 

Prediction”) that the end of interventionism was near in 1949.  In order to do this, I 

develop the Misesian facets of interventionism, and then explicate the mechanisms 

through which Mises believed these facets would lead either to the rejection or 

acceptance of socialism.  Within this chapter, I introduce the theory of the Misesian Age 

of Interventionism, a temporal period that Mises loosely defines over the course of 

Human Action.  To my knowledge, only one other pair of researchers has specifically 

developed the term “age of interventionism” in an economic context, describing roughly 

the same temporal period Mises was contemplating.  I argue that not only is the Misesian 

Prediction often misinterpreted, but also that the perceived fragility of the “third way” 

often attributed to Mises is overstated. 

Chapter three reimagines some of the themes of the Misesian critique of 

interventionism, especially taxation and redistribution, within a Wagnerian Entangled 

Political Economy.  The specific backdrop for my re-imagination is the electoral cycle for 

the present election year.  I argue that the Wagnerian concept of the public policy shell 

game serves as an excellent model for explaining political candidate behavior.  Within 

this chapter, I present two separate models, the Plausible Shell Game and the 

Preposterous Shell Game.  By examining actual candidate statements, it becomes clear 

which type of game the candidate is engaged in, with preference granted (by voters) to 

those politicians that engage in games that plausibly may affect the macro-variables 

stated.  The playing of such games leads to a discussion of perverse emergent orders and 

whether or not voters prefer individual freedom over collective action.
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CHAPTER 1: THE ROOTS AND EVOLUTION OF MISES’ CRITIQUE OF 

INTERVENTIONISM 

 Introduction 

At the end of section one, chapter 36, of his brilliant economic treatise Human 

Action, Ludwig von Mises places the strong prediction “(y)et the age of interventionism 

is reaching its end.  Interventionism has exhausted all its potentialities and must disappear 

(Mises, 1949)” (hereafter, “the prediction,” “his prediction,” “Mises’ prediction,” or “the 

Misesian Prediction”).  As this statement seems to bear no semblance to reality for the 

course of events in the United States over the past 70 years, it seems a critical re-

examination is warranted. 

My initial and lingering skepticism over Mises’ prediction helps drive my 

motivation to undertake this dissertation.  After reading Mises’ chapter “The Crisis of 

Interventionism” in Human Action for Prof. Coyne’s “Theory of the Market Process” 

economics class, I was initially dismissive of Mises’ claim, yet curious to study the topic 

further.  However, my interest goes beyond a mere curiosity.  If Mises’ prediction is as 

wrongheaded as it initially appears, it stands as one of the worst predictions by one of 

history’s greatest economists.  That assessment will have to wait until an examination of 

the theoretical and empirical evidence in chapter two.  Here, first, I must lay the 

groundwork to establish the uniquely-Misesian definition of interventionism. 
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The aim of chapter one is to present, or rather create, a history of thought in the 

Misesian critique of interventionism and the “roots” from which it grew.  While there is 

certainly a rich history of writings in Austrian economics, there is naturally considerably 

less writings on an “Austrian view” of interventionism in the market.  Further still, I have 

not located any literature attempting to bring the level of examination I intend to engage 

in specifically on the topic of Misesian interventionism, with the possible exception of 

Ikeda’s Dynamics of the Mixed Economy.  However, our stated purposes and 

methodologies differ considerably.  While the present paper seeks to understand Mises 

“as-given” and then evaluate his claims on the demise of interventionism, Ikeda aims to 

“re-interpret and revise the Misesian critique (1997, 2).”  The central questions I will 

address in chapter one are “what specifically was the core of the Misesian critique of 

interventionism,” and how, if at all, did that meaning evolve over time?”   

The second section (following this introductory section) is the exception to the old 

adage of “not putting your cart before the horse,” as definitions will be established early 

as to how Mises used the terms “intervention” and “interventionism” within the course of 

Human Action.  As we will discover, “intervention” is neatly defined by Mises, however, 

the concept of “interventionism” is not.  There is, what I believe to be, a reasonable 

explanation for this.  Ikeda describes interventionism as a doctrine or system (ibid.: 35), 

so in effect what I am developing is not simply a definition of Misesian interventionism, 

but a definition of the system of interventionism recognizable as Misesian.  A Misesian 

definition, therefore, slowly unfolds over the course of Human Action (although largely 
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focused in Parts 3, 4 and 5), and it is my task to take those fragments and distill them into 

a working, one paragraph definition.  

Section three discusses what I have termed the “core” of classical liberalism.  The 

very roots of opposition to interventionism lay within the classical liberal tradition and its

elements of rule of law, rights in the ownership of private property, and an unhampered 

market.  With assistance from the works of Buchanan, Raico, and Klein, I piece together 

what I consider to be the core elements of classical liberalism, while also providing a 

teleology of how the core elements interact with one another. 

The following section then examines Mises rightful place within the lineage of 

classical liberal economists.  It becomes quite clear, quickly, by examining works of the 

classical liberal masters that Mises’ work follows squarely from that tradition.  This 

section is intentionally kept brief due to the very fact that the relationship can be 

established rapidly, and therefore, there is no sense in belaboring the point.      

In section five, a brief biography of Mises is presented to establish his background 

and get us temporally to his first major work that addressed the topic of interventionism, 

a section within the book Theory of Money and Credit.  Here, we will discuss in some 

detail his family history, childhood and education.  The importance in such an 

examination lies in the fact that a proper history of thought ought to mine for contextual 

clues as to why the events examined may have unfolded as they did.  Put slightly 

differently, it is insufficient to develop a true “history of thought” without providing any 

of the contextual elements that those same thoughts emerged from.  These contextual 

clues are developed in this section and beyond, concluding in the penultimate section.  
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My belief is that the reader will gain a new appreciation for why Mises chose to address 

his areas of inquiry when he did. 

Before reaching the conclusion of this first chapter, the last (robust) section 

painstakingly exams Mises’ earlier works on interventionism, culminating in the 1949 

publication of Human Action.  The purpose of this section is not only to reveal the 

themes that became central to Mises' study of interventionism, but once more, to offer

continuing contextual clues as to why those became the areas of interest to Mises in a 

particular time and place.    

Finally, the conclusion must consider the issue of whether the central questions of 

this chapter has been met: has the core of the Misesian critique of interventionism been 

established as developed by Mises in Human Action, and has an evolution of what Mises 

attempted to address through these writing been demonstrated?  If the questions can be 

answered affirmatively, then the goals of this chapter will have been met. 

The Core of the Misesian Critique of Interventionism in Human Action 

In developing this first chapter, which is intended to provide a history of thought 

examination of the evolution of Mises’ critique of interventionism, it is important to 

establish from the onset what the quintessential core of interventionism was to Mises, as 

explained by Mises himself.  Likely his clearest statements are those appearing in some 

of his later works, as Mises refined the concept throughout his career, including what 

appears in Human Action, so we will begin our inquiry there.  It is worth noting that the 

word “intervention” appears in its various forms (intervention, interventionism, 

interventionistic) over eighty times throughout the course of Human Action, but at no 
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time does Mises clearly state “when I speak of interventionism, I am referring to…”.  The 

concept of interventionism, and Mises’ critique thereof, slowly unfolds over the course of 

the nine-hundred or so pages (depending on the edition the reader is referencing) of 

Human Action. 

Mises does, however, give a clear description of what he has in mind when it 

comes to the act of an intervention itself, the actual government decree compelling or 

barring some form of economic activity from taking place: 

The intervention is a decree issued, directly or indirectly, by the authority in 

charge of the administrative apparatus of coercion and compulsion which forces 

the entrepreneurs and capitalists to employ some of the factors of production in a 

way different from what they would have resorted to if they were only obeying 

the dictates of the market. Such a decree can be either an order to do something or 

an order not to do something. It is not required that the decree be issued directly 

by the established and generally recognized authority itself.  (Mises 1998, 714-

715) 

This definition then begs the obvious question “isn’t interventionism just the act 

of intervention put into action?”  However, as stated a few paragraphs earlier, Mises 

develops the concept of interventionism, and the forms it takes, throughout the entire 

course of Human Action.  Simply taking the Misesian definition of “intervention” and 

defining interventionism as “intervention in action” is completely inadequate.  To make 

my point more obvious, consider that the definition of “intervention” just discussed does 

not appear until the sixth part of Human Action, yet the word “intervention” (in its 
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various forms) appears approximately forty times before it is ever defined.  This leads me 

to two conclusions: 1) Mises assumes some advanced familiarity with the term on the 

reader’s behalf, and more importantly, 2) Mises strives throughout the duration of the text 

to completely explain not just the nuances of interventionism, but indeed the inadequacy 

of it as a lasting economic system.  It is no exaggeration to state that the flaws identified 

by Mises in the interventionistic approach are one of the core themes addressed within 

Human Action.  Consider the following from Gunning, on Mises’ approach in Human 

Action: “(i)t is important to realize that Mises’ goal of comparing ideologies and systems 

was not a side issue.  It was, in his view, the main goal—indeed the reason for being—of 

economics.” (Gunning 2005, 904-905).  Nobel prize-winning economist Vernon Smith 

had a similar notion: “(r)eading Mises after 50 years, I am impressed with how 

stimulating, relevant and crisp Human Action is…endured well because of many of its 

major themes—property rights, liability rules, the efficacy of markets, the futility of 

interventionism…(Smith 1999, 196).” 

With the preceding comments on interventionism in mind, and after a complete 

digestion of Human Action with a special focus on the topic of interventionism, I now put

forth my own interpretation of the “core” of interventionism to Mises: (g)overnmental 

interference in the market economy, through the use of compulsion and coercion, to 

address a perceived failure in the unfettered market, as identified by a pressure group or 

government itself.  The resulting governmental decrees (the actual intervention) are 

frequently advanced on the basis of remedying perceived free market deficiencies via a 

call for “social justice.”  These calls for social justice may take the form of demands for 
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“morality,” “equality” or “fairness,” from the perspective of the initiating group.  

Interventionism, then, serves as a powerful action in the politician’s arsenal to gain the 

support of voters through the promise to better that interest group’s well-being.  The 

result of these actions is always altered production quantities versus that which would 

obtain from a pure market economy.  While interventionists may come to realize, through 

preliminary examinations of the results, that the ends sought are not attainable by their 

chosen means, often the resulting action is intensified rounds of interventionism.  It is 

through this mechanism of ever-expanding, intensive, ineffective interventionistic 

measures that eventually governmental interference threatens to destroy the last remains 

of the free-market system, effectively replacing it with socialism.  Although this is not the 

stated goal of interventionism, or even an implicit goal, it is the ultimate consequence to 

expansive interventionism, thereby making interventionism unsuitable as an economic 

system. 

To keep my definition down to a paragraph, it was, of course, necessary to 

address some aspects of the definition at a superficial level.  However, additional clarity 

will be provided throughout this dissertation, including explicating the mechanisms at 

work to convert a formerly capitalistic economy into a socialistic one, in chapter 2.  One 

such “aspect” requiring immediate attention is Mises’ classification of socialistic 

economies into one of two such categories, the “Lenin” or “Russian” variety, and the 

“Hindenburg” or “German” variety (Mises 1998, 713-714).  In discussing the Russian 

variety, Mises was referring to the complete nationalization of all factors of production.  

All farms and production facilities are manned by civil servants.  The concept of 
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entrepreneurship is absent, as central planners alone now fully determine the direction of 

both what is produced and in what quantities.  This is not what Mises had in mind when 

discussing the transition from a capitalistic economy to a socialistic economy.  Rather, 

Mises was referring to a transition to socialism of the German variety.  What does that 

entail?  An economy that retains several of the markings of a market economy, yet 

production is ultimately determined by a central planning office.  The entrepreneur that 

we are used to witnessing in the unfettered economy is replaced by a shop manager, 

whose decisions on what to produce, in what quantity and at what price for resale have all 

been determined by the central board.  Prices, wages, and interest rates continue to exist, 

but their respective values have been determined not by the open market, but by the 

central planning board.  Private ownership in the means of production is said to still exist, 

absent the entrepreneurial function of determining how best to use these scarce means.  

Where previously there had existed an incentive (profit) to maximize the effective use of 

the means of production to meet consumer demands, in its place lays government 

mandates.  This outcome is not the product of revolution, but rather an insidious, 

unintended, creeping socialism.  

The Core of Classical Liberalism 

From the heroically-titled Mises: The Last Knight of Liberalism, Jörg Guido 

Hülsmann makes clear immediately the ideological basis of Mises' work.  Similarly,

Raico adds that “Mises restated liberal social philosophy after its eclipse of several 

decades; he became the acknowledged spokesman for liberal ideology in the 20th century 

(Raico, 2018).”  This begs the obvious question: what is the core of classical liberalism? 
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Staying with Raico for a moment longer, he offers a description of both the 

identifying characteristics and the “womb” of classical liberalism.  In his view, classical 

liberalism “…is the term used to designate the ideology advocating private property, an 

unhampered market economy, the rule of law, constitutional guarantees of freedom of 

religion and of the press, and international peace based on free trade (ibid.: 2018).”  If 

these components may be considered the characteristics of classical liberalism, then 

Raico offers as the womb: 

 …the West, the Europe that was or had been in communion with the Bishop of 

Rome…(t)he historical circumstances were the confrontation of the free 

institutions and values inherited from the Middle Ages with the pretensions of the 

absolutist state of the 16th and 17th centuries. (ibid.: 2018) 

In his discussion about the ideological links that bind Adam Smith and F.A. 

Hayek, Klein offers yet another worthwhile distinction, adding to our discussion the 

concept of “identity.”  Klein identifies several characteristics of identity, and then 

uniquely defines identity as “…not merely a label you feel comfortable with. As the 

dictionary says, it is an aspect by which the characteristics are definitively recognisable 

or known. It is a name that functions openly, no matter what the context (Klein 2007, 

92).”  Why would this matter?  As Klein explains: “(t)hose of ‘like mind’ or ‘kindred 

spirit’ share our purposes. With them we have fraternal feeling. They are kin in character 

(ibid.: 92).”  In practice, one can understand the elements or characteristics of classical

liberalism without actually identifying themselves or another as a classical liberal.  It is 
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one thing to recognize the tenets of classical liberalism, it is another thing entirely to say 

“I am that,” or conversely, to recognize yourself in the tenets, “that is me.1”      

Continuing forth with this rough physiological thumbnail sketch of classical 

liberalism, Nobel-prize winner James Buchanan (2000, 111-113) contributes the notion 

of the “soul.”  To Buchanan, it was one thing, in more recent times, to base one’s 

economic worldview on the results of scientific inquiry.  It was another thing entirely to 

comprehend how the elements of the classical liberalistic heart coalesce to form, as he 

termed it, an “integrated ideational entity.”  Inherent in truly grasping this integrated 

ideational entity, one could logically develop an understanding of the possibilities for 

human interaction within such a social system, whereas the science-based view 

pragmatically accepted what “is.”  Justly conveyed, this vision could be used, as 

Buchanan termed it, as an “animating principle or moving spirit,” indeed, the soul of 

classical liberalism.  What was the purpose of this “soul?”  To Buchanan, it was two-fold: 

“ (to) offer the animating principle or moving spirit for constructive institutional change2.  

At the same time…because it is and remains potentially rather than actually attainable, 

this vision satisfies a generalized human yearning for a supraexistent ideal3 (ibid.: 113).” 

1 As an aside, Klein felt that the term “classical liberal” was not a favorable identity.  As he states, 
specifically addressing the identity ‘classical liberal economist, “…another problem with such names is 
that, while the character is outspoken, it is just too pushy to announce political opinions in the identity 
name (Klein 2007, 93).”  Conversely, it could also be argued that if the identity is accurately traceable to 
the “heart” (or to use his term, character), then that identity serves its purpose of usefulness in the 
potentiality of connecting others to the likeminded self, regardless of the subjectivity in perceiving it as a 
“bad name.”  Perhaps too, the staying power of the identity would indicate both its applicability and 
reliability, such as a brand name.  I am content here with saying that his position on the desirability of the 
term “classical liberal economist” is debatable.     
2 Emphasis added: mine. 
3 Emphasis added: also mine. 
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How, then, do we take the various elements given to us by Raico, Klein and 

Buchanan to form an integrated, coherent picture of the core of classical liberalism with 

little more to work with than a womb, an identity, and a soul?  Allow me to argue that the 

womb, identity, and soul as presented are the core of classical liberalism.  We can 

conceive that from the womb4, ideas are “birthed,” which ultimately mature into the rich 

literature of the classical liberal tradition that spans nearly two hundred years.  Many of 

these ideas (owing to creation from within the same womb) display similar 

characteristics, with those characteristics in this case being the right to private property, 

rule of law, and the desirability of an unhampered market.  But these characteristics, 

which may be familiar to the reader, are too narrow alone to form the “core of classical 

liberalism.”  The actual result of these characteristics is that they give rise to an identity, 

which we can unmistakably recognize by the name “classical liberalism.”  This identity 

serves the useful purpose of letting us know if we are surrounded by friend or foe, at least 

in the battle of ideologies.   

What work, then, is left for the soul?  The soul must be that “animating principle 

or moving spirit” that resides in the economist whose very identity is as “classical 

liberal,” to have the conviction of character to ultimately shepherd those “birthed” ideas 

from infancy to maturity in the body of work of classical liberalism.  But the work of the 

soul is not yet complete, as Buchanan made clear that the true classical liberal not only 

played the role of advocate for their ideology, but in fact was capable of creating a 

4 As is likely clear, I am choosing to focus on the womb as being the “incubator of ideas.”  This 
interpretation seems to be in accordance with Raico’s original intent. 
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compelling and approachable vision of an ideal, based upon the social order of human 

interaction (ibid.: 111-116).  Put slightly differently, the classical liberal not only 

possessed that requisite soul, but was effective in displaying the desirability of that soul, 

in which others might choose to partake.  Consider, as an example, the university 

professor.  One may “write in the tradition” of classical liberalism, but does that soul 

permeate throughout their lectures, conversations, and general conduct? I believe 

Buchanan would say, “if they are genuinely classical liberal, then yes.”  So classical 

liberalism is not just a disparate womb, identity and soul; intuitively, the “core” forms an 

existence, and that existence is more than a mere identity5.  An identity elicits images of 

stability; an existence is capable of accounting for the dynamic nature of intertemporal 

human action, including ideas.  

Of course, in saying all this, I realize that I must account for one more thing.  

Within the core of classical liberalism, one component is largely static (the identity), 

while the other two (the womb and soul) are largely dynamic.  Therefore, the dynamic 

elements are capable of influencing one another to some unknown, varying degree 

(causation).  We need look no further for an example of this than Buchanan’s “The Soul 

of Classical Liberalism.” Buchanan’s stated goal was to attempt to reinvigorate the soul 

through this paper (“…I suggest invoking the soul…(ibid.: 114))6, which intuitively had 

to have been borne of his idea (womb) that the soul had degraded, and yet the means to 

5 Hence my earlier point that, although some may argue that private ownership of property, free markets 
and rule of law are the core of classical liberalism, those features merely form the characteristics of a static 
identity. 
6 Buchanan self-identifies in the paper as a classical liberal, and his approach is consistent with the core of 
classical liberalism, as I have defined it here. 
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bring about his desired end (reinvigorating the soul) relied on igniting in his fellow 

classical liberalists (identity) a search for new ideas (womb) on how to bring about this 

restoration.   

It seems appropriate at this point to give this process a title, for which “the 

dynamics of classical liberal existence” seems fitting, if unremarkable.  Frankly, this is 

not far from what Buchanan had in mind by identifying the soul of classical liberalism, 

since he was addressing classical liberalism as a philosophy.  However, the further 

contributions of Raico and Klein make it possible to flesh out that existence even more 

clearly, although their focus was largely ideological.  What I hope to have adequately 

stressed is the dynamic nature of the interplay within the core of classical liberalism.  It is 

instructive that we walked through one iteration of the cycle to demonstrate its perpetual, 

intertemporal quality.  It would also seem self-evident that “damage” sustained by one or 

several of the “core” areas (womb, identity and soul) could cause the cycle of existence to 

become derailed.  In fact, Buchanan argued that, in a sense, it already had, as he held that 

economists had failed to “save the soul” of classical liberalism for at least the last one 

hundred years (ibid.: 111).  Seen in this light, it would seem that the perpetuity of the 

classical liberal tradition is far from guaranteed.       

The Classical Liberal Lineage of Interventionistic Thought 

If we understand Mises as working under the “integrated ideational entity” of 

classical liberalism, what path, if any, did the pre-Mises classical liberals forge on the 

topic of interventionism?  The first step to determining that is to determine who exactly 

the classical liberals, or as they would have been known at the time, simply “liberals,” 
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were.  On this topic, we should not expect widespread universal agreement due to 

considerations of temporality (the applicable period examined), geographical region of 

consideration, sources of inspiration, and variations in the very definition of “liberalism” 

or “classical liberalism.”  Indeed, to play off Raico’s earlier term, different scholars may

have been examining different wombs.  What we will see, momentarily, is enough 

uniformity in the list of sources noted to indicate the individuals that served toward the 

sustainment and expression of the ideology. 

Raico identifies, amongst the group of significant liberals in the classic sense: the 

17th century English “Levellers” party, John Locke, David Hume, Adam Smith, Adam 

Ferguson and Dugald Stewart.  He also notes that “(r)adical liberal ideas were manifested 

and applied by groups such as the Jeffersonians, Jacksonians, abolitionists, and late-19th-

century anti-imperialists (Raico, 2018).”  For their contributions to the theory of 

spontaneous order, Raico also reserves a spot on this list for Herbert Spencer and Carl 

Menger, as well as twentieth century economists F.A. Hayek and Michael Polanyi. 

Rounding out this group are the leaders of the Manchester School, Richard Cobden and 

John Bright, Frédéric Bastiat, Benjamin Constant, Alexis de Tocqueville, Jeremy 

Bentham, questionably John Stuart Mill, Wilhelm von Humboldt, Ludwig von Mises and 

Murray Rothbard. 

Since I am attempting to draw the link between Mises, classical liberalism, and 

interventionism, perhaps the more useful list of classical liberals would be one offered by 

Mises himself.  Fortunately for us and this dissertation, such a list does exist in the 

English translation of Mises’ classic Liberalismus, translated by the previously-cited 
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Ralph Raico, and appearing as Liberalism: In the Classic Tradition.  Mises states the 

following about the classical liberals: “The great English and Scotch thinkers of the 

eighteenth and the beginning of the nineteenth century were the first to formulate these 

ideas into a system. Whoever wants to familiarize himself with the liberal mind must 

return to them (Mises 2002, 194).”  Who did Mises have in mind?  Several of the same 

figures as mentioned by Raico, as well as some unique influences.  Included on Mises’ 

list were works by: David Hume, Adam Smith, and Jeremy Bentham.  Also present in his 

list is a sharp rebuke of John Stuart Mill, whom Mises accused of turning from liberalism 

to socialism.  “John Stuart Mill is an epigone of classical liberalism and, especially in his 

later years, under the influence of his wife, full of feeble compromises. He slips slowly 

into socialism and...(n)evertheless—or perhaps precisely because of this—one must 

become acquainted with Mill's principal writings (ibid.: 195).”   

Mises also stressed the need for a strong understanding of economics, referring to 

David Ricardo as “the great master of classical economics (ibid.: 195).”  He continued 

forth with the works of the economists H. Oswalt, C.A. Verrijn Stuart, Carl Menger,

Eugen von Böhm-Bawerk, Wilhelm von Humboldt and Hermann Heinrich Gossen.  

Mises also included classical German poets Goethe and Schiller, before giving a highly-

complimentary mention to the works of Frédéric Bastiat.  Finally, Mises included a large 

number of lesser known, mostly-contemporary (to the authoring of Liberalismus) writers 

covering such topics as politics, protectionism, sociology, the history of economic ideas, 

the role of political parties, and liberalism.  Last, but certainly not least, Mises directs the 

reader to some of his own previous works (ibid.: 194-198). 
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Of course, the value in Mises providing such a list is immeasurable due to the 

sparse citing of sources in his writings.  This “shortcoming” is easily identified; the 

originality with which Mises wrote.  While the reader may detect familiar themes in his 

writings, it is difficult to identity with precisely whom Mises is drawing inspiration from.  

Gratefully, we have that information, or at least a list of likely candidates, from the 

preceding list.  Having already discussed the concept of classical liberalism, and 

preliminarily identifying Mises as following in that tradition, we next need to understand 

what the discourse of interventionism was within that tradition and whether or not Mises 

followed it.  Let us begin with some general statements about the state of anti-

interventionistic sentiment amongst the classical liberals, as well as specific statements in 

the works of Smith and Bastiat, with Bastiat chronologically representing (roughly) a 

midpoint from Adam Smith to Ludwig von Mises. 

One of the foremost contemporary experts on interventionism, Sanford Ikeda, 

sums up the early discourse on the critique of interventionism as follows: “(i)ndeed, since 

the days of Adam Smith, the traditional preoccupation of the economist has been to 

reveal the unintended and frequently unwanted consequences of particular instances of 

government intervention (1997, 41).”  Klein explains that, in the early 19th century, it was 

understood that those earning the title of “economist” were opposed to interventionism, 

in the spirit of Adam Smith and Jean Baptiste-Say (2007, 91).  When scouring The 

Wealth of Nations, the term “intervention” (in its various forms) is mostly-absent from 

the text in the context used here, with one notable exception (intervention of law).  The 

explanation for this is simple: the word “intervention,” as described earlier in this 
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chapter, appears to have not yet made its way into the economist’s lexicon, except in the 

everyday sense of the word, to “step in” or “insert into.”  However, it should be readily 

apparent after a few brief examples that the free market, anti-interventionist spirit of 

classical liberalism is indeed infused in Smith’s work: 

The statesman who should attempt to direct private people in what manner they 

ought to employ their capitals would not only load himself with a most 

unnecessary attention, but assume an authority which could safely be trusted, not 

only to no single person, but to no council or senate whatever, and which would 

nowhere be so dangerous as in the hands of a man who had folly and presumption 

enough to fancy himself fit to exercise it.  (Smith 2007, 350) 

Compare, for a moment, Smith’s comments on the “employment of capital” in relation to 

the Misesian definition of an intervention provided earlier: “by the authority in charge 

…which forces the entrepreneurs and capitalists to employ some of the factors of 

production in a way different from what they would have resorted to…).”  While the 

terminology used may vary slightly, the ideological underpinnings are the same.   

Perhaps one more example will help to cement both the pervasiveness of the 

critique of interventionism in Smith’s work and the like-spiritedness reflected in Mises’ 

Human Action.  In Wealth of Nations, Smith shares his thoughts on prosperity in the face 

of interventionism: 

That system of laws, therefore, which is connected with the establish of the 

bounty, seems to deserve no part of the praise which has been bestowed upon 

it…the natural effort of every individual to better his own condition…is so 
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powerful a principle that, it is alone and without any assistance, not only capable 

of carrying a society to wealth and prosperity, but of surmounting a hundred 

impertinent obstructions7 with which the folly of human laws too often 

encumbers its operations…(2007, 417-418) 

In the chapter within Human Action titled “The Crisis of Interventionism,” which largely 

motivates this dissertation, Mises discusses what he refers to as “the reserve fund” (which 

will be discussed in greater detail throughout this paper), and states: “ 

Tax the rich and spend the revenue for …the poor, is the principle of 

contemporary budgets…shortening the hours of work, raising wages, and a 

thousand other measures8 are recommended…(e)very issue of government and 

community affairs is dealt with exclusively from the point of view of this 

principle.  (1998, 851-852) 

To be clear, each Smith and Mises were writing to explain different aspects of 

interventionism in the passages included above.  Paraphrasing Smith, the message he put 

forth was that society (in his time) had not come to experience the abundance of 

material wealth by way of interventionism, but rather, in spite of it.  As for Mises and 

his thoughts on the reserve fund, he attempted to make clear that interventionism (in this 

particular sense) was nothing more than a redistribution of wealth and followed from an 

ideology that it was “just” to take from the wealthy, without consent, to advantage the 

poor.  Mises set this particular example in the context of the field of industrial relations, 

7 Emphasis added: mine.
8 Emphasis added: also mine. 
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where he observed the “thousand other measures” by which the poor (the employee) 

would stand to benefit at the expense of the rich (the employer) through the conduit of 

interventionism.  Beyond the common theme of interventionism, taken together, both the 

Smith and Mises passages speak to the numerosity of interventionism9, with Mises taking 

into consideration both the continued pervasiveness and possibly the cumulative growth 

in interventionism in the 150 years after Smith.  For completeness, it should be pointed 

out that Smith did not always demonstrate consistency in his disdain for interventionism.  

Jeffrey Young observes: “(o)n the one hand, we have the famous passages that extol the 

virtues of natural liberty and unintended order pointing toward a policy of laissez-faire. 

But…endorses a significant laundry list of specific government interventions in addition 

to those public works he assigns to the government outright in book 5 (2005, 92).”   

Turning our attentions to Bastiat briefly, in his final book before his untimely 

demise in 1850, Bastiat introduced the concept of opportunity cost in relation to 

government interventionism (Hart 2015, 61).  Hart captures well the spirit of Bastiat’s 

work in the following: 

Free-market voices very occasionally rise above the din of interventionist dining 

either because they are able to capture the popular imagination…or because of the 

sheer quality of what they have to say and the way they say it.  The textbook 

9 The topic of interventionism itself had been broached long before the classical liberals.  As a bit of an 
aside, Rothbard traces the critique of interventionism back as far back at Taoism, roughly 600 B.C – 400 
B.C.  He credits the movement’s leader, Lao Tzu, as “(t)he first political economist to discern the
systemic effects of government intervention…”.  Further, and particularly apt to the statements of Mises
and Smith concerning the large number of interventionistic measures, are similar sentiments from Lao Tzu:
“…'laws and regulations more numerous than the hairs of an ox…”. (2006, 23-4).
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example of the witty and clever defender of the free market is of course Frédéric 

Bastiat.  (ibid.: 62) 

Another writer recalls Bastiat’s description in What is Seen and What is not Seen of a 

monetary injection into a sector of the economy resembling a stone thrown into a body of 

water.  What is seen is the concentric rings radiating out from the point of impact, but 

what was not observed is from where the stone originated or a consideration of where the 

stone was prevented from striking down as a result of the particular location chosen.  

Bastiat implores the reader to ponder: what would have been the rock’s impact had its 

path not been obstructed and deliberately directed through governmental intervention?  

As the author examining Bastiat’s work states: “…total economic activity has not 

changed. It has merely been shifted.  Rather than creating wealth, government 

intervention into the economy has merely caused wealth to be redistributed (McGee 

2013, 37-38).”  

I wrote earlier in this chapter of the “highly-complimentary” opinion Mises held 

of Bastiat, showering upon him the following praise: “(y)et his critique of all protectionist 

and related tendencies is even today unsurpassed. The protectionists and interventionists 

have not been able to advance a single word in pertinent and objective rejoinder. They 

just continue to stammer: Bastiat is "superficial" (Mises 2002, 197).”  One of Mises’ 

former students and notable figures in Austrian economics, Murray Rothbard, also held 

Bastiat in great esteem:  

Bastiat was indeed a lucid and superb writer, whose brilliant and witty essays and 

fables to this day are remarkable and devastating demolitions of protectionism 
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and of all forms of government subsidy and control. He was a truly scintillating 

advocate of an untrammelled free market.  (Rothbard 2006, 444) 

It is also worth noting here that Rothbard identified the key influencers of Bastiat as Jean 

Baptiste-Say, Adam Smith and Charles Comte (ibid.: 446). 

To make the point more concretely about Bastiat’s general disposition towards 

interventionism, we may consider his own words directly: 

Political economists are in general quite suspicious of governmental intervention. 

They see in it inconveniences of all kinds-a diminution of individual liberty, 

energy, prudence, and experience, which constitute the most precious resources of 

any society. Hence, it often happens that they oppose this intervention.  (Bastiat 

1995, 207) 

Here, Bastiat would seem to confirm for his time a judgment that Ikeda rendered for 

economists, generally speaking, since the time of Adam Smith: a preoccupation with the 

deleterious effects of government interventionism upon the unhampered market. 

As the reader can judge from the swelling number of pages in this section, 

building the theoretical free-market, anti-interventionistic, classical liberal bridge from 

Smith to Mises is both (hopefully) fascinating and space-consuming.  Indeed, the 

dissertation could be limited to tracing out the ideological and methodological 

underpinnings that unite (or vary amongst) classical liberal economists regarding 

interventionism.  However, that is not the purpose of the current section.  To cement my 

point, Klein and Briggeman offered that: “(i)t is clear that Mises, Hayek, and virtually all 

self-described Austrian economists are motivated to advance classical liberalism (2010, 
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3).”  Under the belief that I have shown reasonably well that interventionism, or the 

critique thereof, was a fertile topic for classical liberal economists, and that Mises 

belongs within that tradition, it is time to move forth. 

Early Mises through 1912: A Biographical Short 

At this point in the chapter, we have already arrived upon the core of the Misesian 

critique of interventionism as derived from Human Action, established the core of 

classical liberalism and determined Mises rightful place within that tradition.  What we 

have not done is discussed Mises the man, a slight I aim to rectify over the course of this 

section.  My aim here is to discuss Mises’ early life through 1912 and the publishing of 

The Theory of Money and Credit before returning more fully to consider the evolution of 

Misesian interventionism.   

Ludwig von Mises was born in 1881 in Lemburg, Galicia, the present-day 

location of Lviv, Ukraine to parents of Jewish descent.  His family was heavily involved 

in the rail industry, with both his father and uncle serving as railroad engineers, and his 

grandfather participating on the board of directors for two railways.  The family had been 

ennobled with the surname ‘von’ through the efforts of Ludwig’s grandfather, for his 

service to his country with the Austrian National Bank.10  Shortly after the birth of 

Ludwig’s brother Richard, the family would relocate to Vienna (Wasserman 2019, 80-

81). 

10 Wasserman and Hülsmann tell conflicting stories of the roots of the Misesian ennoblement.  According 
to Hülsmann, it was Ludwig’s great-grandfather who was ennobled, likely for founding a number of public-
welfare projects (2007, 3-12). 
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Befitting a family of high social status, in 1892, young Ludwig began his studies 

at the prestigious Akademisches Gymnasium (Kirzner 2001, 2).  According to 

Wasserman: “(t)he school attracted the intellectual and political elite…(h)eads of political 

parties, ministers, chancellors and presidents litter the school’s alumni list (Wasserman 

2019, 81).  Upon graduation, Mises would head off to the University of Vienna to pursue 

a degree in law.  Kirzner notes that Mises was awarded the degree of Doctor of Laws in 

1906, “winning high university honors in the areas of juridical studies, social sciences 

and history of law (2001, 3).” 

Three particularly noteworthy events happened during Mises time at the 

University of Vienna.  The first was on October 1, 1902, when Mises began service in 

Austria’s Army.  As Hülsmann explains: 

Alumni from a gymnasium could obtain the commission of a reserve officer by 

volunteering for one year, and virtually all of them did this because of the military 

prestige it conveyed, which in turn was very helpful for obtaining employment in 

all other fields.  (2007, 75-76) 

The second major event during this period was when, within days of completing his year 

of military service, Ludwig’s father Arthur passed away due to complications with his 

gall bladder (ibid.: 76).  Thirdly, it was around Christmas of 1903 when Mises discovered 

Menger’s Principles of Economics and “thus began to see that there was a world of 

positive economic theory and free-market liberalism that complemented his empirical 

discoveries on the weaknesses of interventionist reform (Rothbard 2009, 53).” 
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Mises acquaintance with the work of Menger would seem to have come at a 

fateful time, as the budding young scholar Mises had spent the first two years of his time 

at the University under the main direction of German Historical School adherent Karl 

Grünberg (Hülsmann 2007, 78).  Briefly, the methodology of the German Historical 

School rested on the believe that the study of economics was a study of historical events, 

and that economics was incapable of producing universal principles capable of 

transcending particular time and place (Boettke 2010, intro xi).  Krasnozhon and Bunyk 

noted “…with the publication of Wilhelm Roscher’s Principles of Political Economy 

(1843), the Historical School was the most influential school of economic thought in 

German-speaking countries between 1843 and 1883 (2017, 346).”  As Mises stated in his 

memoirs, of his time under Grünberg: 

This historicism did not deal with scientific problems; it dealt with the 

glorification and justification of Prussian policies and the Prussian authoritative 

government…(t)his university “enterprise” of economic political science was off-

putting to young people of intelligence…(i)n contrast, it held a strong attraction to 

halfwits.  (Mises 2009, 7) 

That is not to say that Mises had come to these conclusions at that time; quite the 

opposite.  As Mises himself would acknowledge, he entered the University as a 

“thorough statist” and Grünberg’s seminar would act to strengthen that view (Hülsmann 

2007, 7).  That did not make Mises a radical; that simply was the prevailing ideology of 

his professors to that point, as well as his peers.  Upon returning from his initial year of 

military service, Mises would begin attending the seminar of Eugen von Phillippovich, 
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who was both steeped in Mengarian principles of economics, as well as being pro-

interventionistic.  Despite being a strong supporter of government interventionism in the 

market, he also taught the virtues of classical liberalism to his students, and forced them 

to justify their positions on the virtues of interventionism (ibid.: 81-86).  Mises would 

later say of his time under Phillippovich: 

My first doubts about the excellence of interventionism came to me when, in my 

fifth semester, Professor Philippovich induced me to research housing 

conditions…(i)t then dawned on me that all real improvements in the conditions 

of the working classes were the result of capitalism; and that social laws 

frequently brought about the very opposite of what the legislation was intended to 

achieve.  

It was only after further study of economics that the true nature of 

interventionism was revealed to me.  (Mises 2013, 13-14) 

In the summer of 1905, the highly-regarded Eugen von Böhm-Bawerk would join 

the faculty of his alma mater, uniting three of the greatest economic theorists of that time: 

Böhm, von Wieser and Philippovich (Hülsmann 2007, 93).  Mises would complete his 

doctorate in the Faculty of Laws in 1906, but continued to attend the Böhm-Bawerk 

seminar well after graduation, possibly until its conclusion in 191411 (Wasserman 2019, 

85-86).  As Hülsmann would note of the Böhm seminar:

11 Wasserman notes the “spotty recollections” available of the seminar, including lack of meeting minutes 
or detained records. 



26 

But this was not just any seminar.  The group that flocked around Böhm-Bawerk 

might well have been among the most brilliant crowd of young intellectuals ever 

gathered in a regular university function…Ludwig von Mises, Joseph 

Schumpeter, Richard von Stigl, Franz Weiss, Felix Somary, Emil Lederer, Rudolf 

Hilferding, Nicolai Bukharin, Otto Neurath and Otto Bauer.  (2007, 145) 

In the years following his graduation from the University of Vienna, Mises served

as a clerk for a number of different levels of courts, and also became an associate at a

law firm.  It was also during this time that Mises prepared for a career in academia, 

instructing the senior class at the Vienna Commercial Academy for Women in a variety 

of subjects, including economics (Rothbard 2009, 53-54).  In addition to his teaching 

duties, in either 1908 or 1909, Mises began a position as economist with the Central 

Association for Housing Reform.  Notes Rothbard of Mises’ accomplishments there:  

Mises became the Association’s expert on real estate taxation, discovering that the 

abysmal housing conditions in Austria were brought about by high tax rates on 

corporations and capital gains. Mises advocated lowering these taxes, particularly 

the high taxes on real estate, which, he pointed out, would not so much reduce 

rents as it would raise the market value of real estate and thereby stimulate 

housing investment. (ibid.: 54) 

Apparently ill-content with only two jobs, in 1909 Mises began the start of a twenty-five 

year run as an economist with the Vienna Chamber of Commerce (Handelskammer).  The 

Vienna Chamber was one of the most prestigious Chambers to be employed by, with 

their economists serving as crucial advisors to government (ibid.: 54).  Mises would later 
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boast in his Memoirs of his career with the Handelskammer: “(m)y position was 

incomparable to, and of greater importance, than, that of any other Handelskammer 

official or any other Austrian not heading up one of the large political parties.  I was the 

economist of the land (2009, 60).”  In what must have been incredibly-scarce free time, 

Mises continued his research activities as an economist, culminating in what is largely 

considered his first work of great significance, the 1912 publication of The Theory of 

Money and Credit.  

Early Misesian Critiques of Interventionism and Their Genesis 

I. Theory of Money and Credit

Let us take a moment here to recap that, upon the publishing of Theory of Money 

and Credit, Mises was a 30-year old economist, only six years removed from regular 

university life, and juggling three jobs simultaneously.  Yet he still found time to finish 

this roughly 500-page treatise on money.  One of the striking features of Theory of Money 

and Credit is the clearly-recognizable presence of features that would become hallmarks 

in Mises' writings for the next half-century.  My present purpose is not to recall every 

major theme present in Theory, but rather to highlights those key in Mises’ early 

interventionistic thinking. 

In Part I, Chapter 4, entitled “Money and the State,” Mises notes that the State is, 

on one hand, just another participant in the market, subject to exchanging currency for 

desired goods.  But Mises also notes the State’s ability to bring about the greatest 

disturbances in the market due to its sheer size.  Reflecting on historical instances of 

State-imposed price ceilings, Mises ponders:
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…the price regulations of the Middle Ages, the maximum prices of the French 

Revolution, are the most well-known examples of the failure of authoritative 

interference with the market.  These attempts at intervention were…a mistake to 

imagine that similar regulations would have led to the desired results even in an 

isolated State.  It was the functional, not the geographical, limitations of the 

government that rendered them abortive.  (2009, 80) 

We see Mises wrestling with a concept that would persist in his critique of intervention, 

and more widely, his methodology.  Within a means-end framework, intervention was 

not an effective means to bring about the stated end, due here to the “limitations of 

government.” 

Later in the book, Part 2, Chapter 7 to be precise, entitled “Monetary Policy,” we 

witness Mises strike upon many of the components that would become crucial in the 

Austrian Business Cycle Theory:  

How the depreciation of money leads to capital consumption through falsification 

of economic calculation, and how the appearance of a boom that it creates is an 

illusion, and how the depreciation of the money really reacts on foreign 

trade…(ibid.: 221) 

Mises’ point, in part, was to demonstrate the non-neutrality of money12, one of the tenets 

(or propositions) Boettke advances as core to adherents of the Austrian School (Boettke, 

n.d).  Within this section that considers the effects of inflation, Mises also acknowledges

12 This is, of course, contra the Quantity Theory of Money (QTM) which holds that a doubling of the 
monetary base simply results in a doubling of prices.  For more insight into what Mises was thinking about 
the non-neutral effects of money, search the term “Cantillon effects.”  
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the existence of the “inflationists” that advocate that inflationism is the lesser of two 

social ills, when used to combat issues such as starvation or national defense (Mises 

2009, 221).  This, of course, would become another persistent theme for Mises, the 

adoption of interventionistic measure by the State to battle so-called “welfare issues.” 

At the close of this section, Mises addresses not only the failure of inflationary 

policy as a means to bring about a desired end, but also the unforeseen consequences of 

interventionism: “it is, technically regarded, bad policy, because it is incapable of fully 

attaining its goal, and because it leads to consequences that are not, or at least are not 

always, part of its aim (ibid.: 230-31).”  Mises would use parts of the latter third of the 

book to elucidate the mechanism of his business cycle theory, creating what Hülsmann 

called “a synthesis of Böhm-Bawerk’s capital theory and the business cycle theory of the 

Currency School (2007, 250).” 

Perhaps the most important statements, though, are those in Part 2, Chapter 8, 

“The Monetary Policy of Etatism.”  First, let’s address the term ‘etatism.’  As Sennholz 

noted in his introduction to A Critique of Interventionism (which we will return to

shortly), this was the preferred term of Mises to refer to statists “who are calling upon 

government to assume ever more responsibilities for the economic well-being of its 

citizens (2011, ix).”  We see in this chapter, and several times throughout this book, 

Mises describing the nature of government intervention as, if not benevolent, at least not 

of ill-intent: “(t)he government desires to purchase; it desires to use the market, not to 

disorganize it (2009, 247).”   
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Yet, arguably the most important statements are those that Mises utilizes to 

establish the primacy of private property in the means of production as it pertains to 

social order, which has direct implications for the case he begins to build on the dynamics 

of interventionism.  This is set, in this particular chapter, within Mises’ critique of 

governmental regulation of prices.  I apologize in advance for the long block quote, but to 

abbreviate it would be to obscure its focus: 

A government that sets out to abolish market prices is inevitably driven towards 

the abolition of private property; it has to recognize that there is no middle way13 

between the system of private property in the means of production combined with 

free contract, and the system of common ownership of the means of production, 

or Socialism.  It is gradually forced towards compulsory production, universal 

obligation to labour, rationing of consumption, and, finally, official regulation of 

the whole of production and consumption.  (ibid.: 247-8) 

Mises establishes here that there is no “middle way,” or as it would later also be called, 

“third way,” for an economic system to nestle somewhere on the spectrum between an 

unfettered market and socialism, and begins to explicate the mechanism that would lead,

ultimately, to socialism.  Mises continues on to explain that this was precisely what

obtained in the war time economy, or as he deems it, “War-time Socialism (ibid.:248).” 

Finally, and to foreshadow the “Socialist Calculation debate,” Mises begins 

building the case that economic calculation cannot occur absent private ownership in the 

means of production: “(t)hey were bound to fail because the economic organization based 

13 Emphasis added: mine.
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upon division of labour and private property in the means of production can function only 

so long as price-determination in the market is free (ibid.: 248).” 

II. War Time Observations

Mises scarcely dedicates two pages of his Memoirs to discussing his actual duties 

while called back to active-duty for service in WWI, with Mises saying stoically: “I need 

not report on the war or on my personal experiences during the war…I concern 

myself…only to the extent that they aid in making my aim more accessible (Mises 2009, 

51).”  Indeed, not much is written of this period, with the exception of Hülsmann.  

However, I would be remiss if not to offer an attempt at conveying what surely was an 

episode that shaped Mises’ view on the fruitlessness of interventionism.  Mises was 

activated in August of 1914 (Hülsmann 2009, 258) and according to Mises “…hardly 

able to read the newspapers during the first fifteen months of the war (2009, 51).”  

Having been on multiple deployments myself, including one in a war zone, I can offer 

that whatever slim pieces of news from the home-front he was able to distill served as a 

poor substitute for understanding the dynamic nature of events that occurred in his 

absence.  It is as though, acting in a play, your character is told to ‘pause’ while the scene 

carries on; later, you must reinsert yourself into the play. It is highly-unnatural.  What 

greeted him when he was allowed to take leave in Vienna over Christmas 1915 must have 

been jarring; waiting in line, sometimes for hours, for basic necessities such as milk, 

eggs, and butter (Hülsmann 2009, 269-71).  This was not the Vienna he knew, but this 

was the result of centralized planning and production in a war-time economy, and as 

Mises would later recount in Nation, State and Economy: 
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Production could have been stimulated only by high prices; the limitation of price 

increases throttled it. It is hardly astonishing that state compulsion for cultivation 

and production failed. 

It will be the task of economic history to describe in detail the stupidities 

of the economic policy of the Central Powers during the war…(m)easures and 

countermeasures crossed…until the whole structure of economic activity was in 

ruins.  (2009, 177) 

What we observe serves as a clear example of Mises engaging in an explanation of the 

experienced life that was unfolding in front of him and his countrymen, not simply 

economic theory.  This, too, would become a recurring theme in Mises’ work and serves 

as the central thesis in Erwin Dekker’s The Viennese Students of Civilization (2019).  As 

Dekker establishes early in his work “…scholars from Vienna who are usually grouped 

as the Austrian economists are better understood if we consider them as Viennese 

students of civilization (2019, 3).” 

III. Genesis of Misesian Interventionism: the “Womb”

Understandably, the war effort kept Mises occupied and away from his research 

as an economist for the latter portion of the 1910’s, although he managed to complete 

Nation, State, and Economy in 1919.  Before broaching the subject of Mises’ writings on 

interventionism in the ‘20s, I would be remiss in this history of thought not to discuss the 

context of the social environment he was working within.  This is akin to the concept of 

the “womb” that was produced earlier in this chapter in our discussion of classical 

liberalism.  With the Central Powers suffering defeat in World War I, the former Austro-
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Hungary Empire ceased to exist, with the Allied Powers either allowing succession or 

forcing forfeiture of considerable portions of the former empire.  What was left would 

become, for a short while, known as German Austria, reflecting largely both the lineage 

of many of the remaining 6 million citizens, as well as a desire for unification with 

Germany (Anschluss).  This desire for unification was so strong that German Austria 

wanted it put to a vote, but the Allied Powers would not allow it.  Following the war, the 

interim government under the new name ‘Republic of Austria’ would consist of members 

from all three of its political parties, with the socialist Karl Renner serving as premier.  

However, the elections of 1920 left the Christian Socials as the dominant party, and the 

(Marxist) Social Democrats reeling. They would not search long for a suitable intellectual 

home (Beller 2012, 197-205):  

…the Social Democrats pushed forward with their plans for a progressive, 

socialist future in their new bastion, Vienna. The constitution of 1920 had made 

Vienna its own federal province, independent of Lower Austria. …‘Red Vienna’, 

led by its mayor, Karl Seitz, hence became a showcase for the policy prescriptions 

of interwar socialism.  (ibid.: 205) 

For our practical purposes then, this serves as our political backdrop to consider Mises’ 

work throughout the 1920’s and into the early ‘30s.  It is my belief that what is frequently 

lost in studying Mises’ writings on interventionism and socialism is that socialism was 

not some theoretical abstract that Mises was approaching strictly through academia; 

socialism is what obtained, and he could view its effects as he strolled the Ringstrasse.  
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This would seem to add further credence to Dekker’s claim of Mises as a student of 

civilization. 

It would seem unreasonable to think the economy of Austria would have fared 

any better, and indeed, it did not.  For brevity’s sake, we can consider, chronologically, 

four periods by which to identify economic activity from 1919 through 1930.  Period one 

may be considered the “post-war period,” ranging from 1919 through 1921, in which 

protectionism severed Austria from most of its former trading partner, resulting in a 

critical lack of food, coal, and other essentials (ibid.: 202-3).  Period two was marked by 

inflation, bordering on hyperinflation, as the country could rely on neither borrowing nor 

higher taxes to pay its obligation, so it resorted to the printing press.  Mises, through his 

position at the Kammer, devoted considerable time from 1921 to 1923 on educating 

policymakers on the deleterious effects of runaway inflation (Hülsmann 2007, 455-457). 

Mises would recall in his Memoirs: “(i)t was to our credit alone that the Austrian crown 

was stabilized…(2009, 63).”  The third period (1925-1929) was one of mild prosperity, 

which witnessed the economy recover to pre-WWI, 1913-levels (Beller 2012, 210).  

However, the fourth period was marked by the Great Depression, in which Austria was 

by no means immune to the sweeping economic devastation.  By 1934, and on the eve of 

Nazi Germany agitations, unemployment crested at just beneath 40% (ibid.: 220-224).

IV. “Theory of Price Controls”

While I have decided not to chronicle Nation, State and Economy in considerable 

detail, owing to the fact that it largely details a war just lost and not interventionism, the 

astute reader would be correct to note my omission of a few peculiar statements by Mises 
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on the use of price controls in the so-called “war economy” that run contrary to his 

matured views on the subject: 

If, however, the state thought that the war would last far longer than civilians 

thought, then it should have intervened, either by fixing minimum prices or by 

purchase of goods for the purpose of state stockpiling.  For there was a danger 

that speculative traders, not familiar with the secret intentions and plans of the 

General Staff, would not immediately drive up prices to the extent necessary to 

assure the distribution of the small stocks on hand over the entire duration of the 

war. That would have been a case in which the intervention of the state in prices 

would have been thoroughly necessary and justified. (Mises 2006, 177) 

Here, Mises plainly argues for interventionism, in the form of price controls, in the 

interest of curbing prolonged war, which brings in its train the destruction of capital and 

human suffering. 

Several years later, and perhaps with more reflection, Mises produced a paper 

titled “Theory of Price Controls,” originally appearing in the Handwörterbuch der 

Staatswissenschaften (Handbook of Social Sciences) in 1923 (Mises 2011, 97).  Mises 

begins with a forceful assertion against interventionism: “(t)he practical doctrine based 

on the knowledge of scientific economics and sociology—liberalism—rejects all 

intervention as superfluous, useless, and harmful (ibid, 97).”  It would seem, therefore, 

that Mises had cut off the last remains of his statist vestigial tail.  Although at times 

criticized for the “looseness” of his use of language, Mises is careful here in 
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distinguishing the fact that interventionism is not “impossible,” but rather, should be 

considered “unsuitable” as a means to attain the ends chosen. 

While the topic of entrepreneurship is mentioned several times in Nation, State 

and Economy, the context is primarily concerned with the superiority of the free market 

early in the war efforts, versus what later became the centrally-planned “war economy.”  

In "Theory of Price Controls," Mises is more explicit about the fate of the entrepreneur

as the dynamics of interventionism grind closer to collectivism: their elimination.  In 

short, the entrepreneur is crowded out of the mixed economy, as government takes ever-

more steps in determining what is produced, by whom, and in what quantity.  As Mises 

put it: “(t)here is no speculation, no “extraordinary” profits, no losses.  There is no 

innovation, except for that ordered by government.  Government guides and supervises

everything (ibid.: 97-8).”  

In specifically addressing price controls, which are a form of interventionism, 

Mises utilized a typology to distinguish between two different kinds of price controls, 

“sanctioning controls” and “genuine controls.”  Sanctioning controls are viewed as not 

particularly harmful, as the prices that are set closely mirror those that obtain in the 

market at the time of the control.  However, with genuine controls, Mises demonstrates 

the negative effects that result from a price ceiling that differs considerably from the 

“natural price” of the market.  The dynamics of interventionism are clearly spelled out:

He who observes a war economy is clearly aware of the phases mentioned above: 

at first price control, then forced sales, then rationing, then regulation of 
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production and distribution, and, finally, attempts at central planning of all 

production and distribution. (ibid.: 102) 

The context of Mises’ discussion is not simply about the effects of intervention during 

wartime, but rather to demonstrate the harmful effects of price controls in the market in 

all occasions, with the war serving as a recent, vivid reminder.   

Mises continues on to discuss the harmful effects of price ceilings in the presence 

of inflationary policy, which ultimately result in shortages.  He repeats a theme from 

Theory of Money and Credit which is worth reiterating here: “(a)fter all, government 

itself wants to buy, it wants to use the market, not destroy it. (ibid.: 103).”  Once again, 

we must bear this in mind: in Mises’ theory, the government is not attempting a 

conscious move in the direction of collectivism, but rather to address a perceived “market 

failure.”  The dynamics that follow are the unintended consequences of the initial price 

control that government has chosen to pursue. 

Next, Mises discusses setting price floors in the context of minimum wages, and 

the dynamic set of consequences that result.  In short, enforcing higher wages above what 

would occur naturally in the market causes the rise of prices in the final goods market, 

leading to a reduction in consumption, and therefore, reduced production.  Ultimately, 

employers must terminate excess employees, thereby causing wages to be bid back down 

in the market.  Here, he makes clear that direct government interference need not be 

involved: “(i)n fact, it is irrelevant for our analysis whether the apparatus of coercion 

imposing the controls is the “legitimate” state apparatus or a sanctioned apparatus with 

public power (ibid.: 104),” referring to labor unions that were largely allowed to exert 



38 

coercion on employers and laborers alike without the fear of police reprisal.  By their 

inaction, the police and government were effectively legitimizing the labor unions’ 

actions. 

In the final section, Mises walks the reader through the effects of price controls on 

social organization.  “If government is to avoid the undesirable consequences it cannot 

stop with just market interference.  Step by step it must continue until it finally seizes 

control over production…(ibid.: 105-106).”  Once more, Mises refutes the “middle way,” 

or third way” of economic organization, stating: 

This ultimate effect refutes the notion that there is a middle form of organization, 

the “regulated” economy, between the private…and the public property order.  In 

the former only the play of market forces can determine prices.  If government 

prevents this play in any way, production loses its meaning and becomes chaotic.  

Finally, government must assume control in order to avoid the chaos it created.  

(ibid.: 106) 

V. A Critique of Interventionism

The next major work for us to discuss on the topic of interventionism is Mises’ 

Kritik des Interventionismus, which was originally published in 1929.  The translated 

work, which consists of six essays Mises wrote throughout the 1920’s, including the one 

just discussed, appeared as A Critique of Interventionism.  For the sake of conciseness, 

rather than painstakingly walking the reader through every theme in each essay, my goal 

here is to present either new trains of thought or revised ones that we have previously 
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discussed.  Although A Critique of Interventionism is not arranged chronologically, I

will present the material in a chronological manner, by date it was authored. 

In the essay entitled “Interventionism,” Mises acknowledges that since the 

Bolshevists' abandonment of their socialist ideal, “…the whole world has had only one 

real system of economic policy: interventionism (Mises 2011, 1).”  However, the 

duration of this prevalence was strictly an academic matter, in his eyes.  Despite 

statements as to the instability or unworkability of a “third way,” Mises clearly 

understood interventionism as the prevailing economic policy of the 1920’s. 

This essay also shows Mises developing an increasingly critical view of 

government, referring to it as the “apparatus of coercion (ibid.: 3),” a term he would use 

frequently thereafter.  I have not located his use of the term prior to this.  In discussing 

the economic laymen, Mises states “(t)he corruption of the regulatory bodies does not 

shake his blind confidence in…the state; it merely fills him with moral aversion to 

entrepreneurs and capitalists (ibid.: 12).”  In turning to a discussion of public opinion, 

Mises offers that “(t)he corruptibility of the politicians, representatives, and officials is 

the very foundation that carries the system (ibid.: 13).”  While one of the trademarks of 

Austrian economics is benevolence of government, we clearly see Mises turning away 

from that opinion, or angle of argument. 

We also see Mises offering a clear definition of intervention: “…a limited order 

by a social authority forcing the owners of the means of production and entrepreneurs to 

employ their means in a different manner than they otherwise would (ibid.: 4).”  This 

definition bears a strong resemblance, although abbreviated, to the one appearing earlier 
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in this chapter.  Mises goes on to explain that these “limited orders” are of two types: 

“restrictions of production” and “interference with the structure of prices.”  We have 

already discussed, at length, the latter of these two when discussing price controls.  Mises 

uses the example of grain tariffs to illustrate the byproducts of restrictions of production, 

citing that it cannot be denied that such measures will shift grain production from fertile 

to fallow fields, ultimately reducing the productivity of human labor (ibid.: 5).   

Mises also raises the issue of the necessity for economists to abstain from value 

judgements, which, as Langrill and Storr describe, involve “a commitment to doing 

positive analysis (i.e., explaining social phenomena) rather than normative analysis (i.e., 

recommending which ends should be pursued) (2015, 550).”  Boettke clarifies this point 

further, explaining “the argumentative strategy was to treat ends as given and limit

scientific analysis to an examination of the chosen means with respect to the achievement 

of given ends (2018, 233).”  This was, to paraphrase Boettke, Mises engaging in positive 

economics before the onset of positivism in economics (ibid, 233).  Mises continues on 

this train of thought in the essay “The Hampered Market Economy:”  

He who scientifically analyzes interventionism does not maintain that the 

unhampered economy is in any sense ideal, good, or free from frictions…(h)is 

critique merely demonstrates that interventions cannot achieve the objectives 

which their authors and promoters want to achieve…(Mises 2011, 36) 

Mises also exerted considerable effort battling Marxism, Anti-Marxism and the prospect 

of the nationalization of credit within A Critique of Interventionism, but I do not view 
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those topics to be as critical to our discussion as the ones covered above, so we shall 

proceed forth.  

VI. Interventionism in Human Action

Mises next major work to deal with the topic of interventionism was his magnum 

opus work, Human Action, which greatly forms the basis of the first two chapters of this 

dissertation.  However, it should appear odd that I would fast forward twenty years from 

A Critique of Interventionism to Human Action without providing some details on the 

transitional period.  While I shall do so at a high-level, I direct the reader to Hülsmann’s 

thorough (1,000+ page) biography, Mises: The Last Knight of Liberalism, to satisfy their 

desire for additional details. 

The early 1930’s witnessed the meteoric rise in Germany of Hitler and the 

National Socialist German Workers’ Party (Fritzche 2020, 48).  This era was also marked 

by the emigration from Vienna of most of the greatest thinkers of the Austrian School 

during that period: Hayek to Great Britain and the London School of Economics (LSE) in 

1931, Schumpeter for the United States in 1932, and Mises to Geneva in 1934, seizing 

upon “…most unexpectedly, the invitation to assume the chair for international economic 

relations at the Institut Universitaire des Hautes Etudes Internationales…for the academic 

year 1934-35 (Mises 2009, 114).”  In addition to fulfilling his teaching duties, Mises 

spent considerable time in the latter-half of the 1930’s readying his Nationalökonomie, 

the book that would later be translated (with significant revisions) into Human Action 

(Boettke et al. 2016, 18).   
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Mises would see his contract renewed, and ended up staying in Geneva until 

1940, at which time the onset of WWII and approaching German armies forced a hasty 

departure for the United States.  To get a sense of how real the personal danger was, 

consider that two years earlier, Mises’ apartment that he had kept in Vienna (with the 

belief he would be returning) was raided by German forces.  His belongings, included his 

academic work, were confiscated and the apartment sealed (Hülsmann 2007, 726-27).  

Egon Schwartz offers further context: “because of their power of expression and 

criticism, writers, intellectuals, and artists have been favorite targets for tyrants’ wrath, 

and for those same reasons writers and intellectuals are the prime witnesses of the exile 

experience (1999, 87).”  While not technically exiled, Ludwig and his wife would arrive 

to the shores of New York in 1940, attempting to begin a new life in a largely-strange 

place as a sixty-year old emigre.  In mid-December, Mises began a position at the 

National Bureau of Economic Research (NBER), and in Spring of 1945, commenced 

duties as visiting professor at New York University (NYU), a position that he would hold 

well into his last few years of life (Hülsmann 2007, 798-1014). 

Before delving into interventionism in Human Action, let us consider for one 

moment the enormity of the work.  It has been described as “(b)y far his most important 

work of the 1940s, and widely acknowledged to be the most important Austrian work of 

the 20th century (Boettke et al. 2016, 23).”  Israel Kirzner summed it up as “a grand, 

overarching epistemological and conceptual framework within which to present his 

Austrian orthodoxy as an integral part of a magnificent structure of social understanding 

(Kirzner 2001, 59).”  Specifically regarding its content, Boettke and Sautet summarized 
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that: “Mises skillfully applied and developed the step-by-step methodology to the 

economics of time, uncertainty, economic calculations, the market economy, the process 

of price formation, interest, credit expansion, the trade cycle as well as many other topics 

(Boettke & Sautet, 36).”  While I will not attempt superlatives that further relate the 

magnitude of Human Action, we still must attend to the task of generalizing the evolution 

of interventionism contained within. 

Perhaps not surprisingly, considering the sizeable scope of Human Action, Mises 

found new angles from which to discuss interventionism.  To head off any potential 

semantic debates, when I say “new angles,” it is not to say that Mises never addressed the 

issue previously.  It is to say that herein, the issue was addressed with renewed or 

particular emphasis.  For instance, in Chapter 15, entitled “The Market,” Mises places 

new emphasis on the tactics politicians resort to in courting potential voters, as addressed 

early in this chapter in addressing the core of the Misesian critique of interventionism.   

Mises also distinguishes between two different types on unemployment, one of 

which is a direct result of the dynamics of interventionism.  “Catallactic unemployment” 

is the result of regular market forces, what obtains in an unfettered market when the 

supply and demand of labor are not in perfect harmony.  “Institutional unemployment,”

on the other hand, results when intervention in the job market forces a wage rate higher 

than what the unfettered market would dictate, such as in the case of the minimum wage 

law.  This phenomenon, Mises states, “belongs to the analysis of the problems of 

interventionism (Mises 1998, 598).” 
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The topic of taxes also took on stronger importance to Mises in Human Action 

than it did in his prior works, and we can judge that Mises appeared quite disgusted by 

what he was witnessing.  While admitting the necessity of taxation, Mises' frustrations 

lie with the system of progressive taxation, which he referred to as “a mode of disguised 

expropriation of the successful capitalists and entrepreneurs (ibid.: 803).”  The other 

themes of interventionism discussed are either incorporated in my definition of Misesian 

interventionism presented in the second section of this chapter, or have been addressed 

in my overview of his previous works. 

As Boettke et al have noted: “In the 1950s, Mises… the aging Mises concentrated 

on popular articles meant to articulate economic principles to the layman (2016, 24).”  

Therefore, it seems unnecessary to examine Mises’ post-Human Action contributions to 

understand the evolution of the Misesian critique of interventionism; Human Action 

indeed sets the high-water mark.  As a result, my presentation on the roots and evolution 

of the Misesian critique of interventionism rests.  

Conclusion 

In the introduction, I laid out two central questions that needed to be answered in 

order to consider this chapter successful.  The first was developing a description of the 

uniquely-Misesian critique of interventionism as is embedded throughout Human Action.  

That description was effectively addressed in section two of the present chapter. 

What then can be said about the evolution of the Misesian critique of 

interventionism?  Quite a lot actually, and perhaps most surprising is the number of 

themes found in Theory of Money and Credit, his earliest work examined here, that 
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would remain central themes in Human Action: price controls, the manipulation of the 

money supply, “justice” issues, the dynamics of interventionism, primacy of private 

property in maintaining social order, the denial of the “middle way” of economic order, 

war-time socialism and precursors of the socialist calculation debate.  To this, he would 

add the role of entrepreneurship and government’s desire to preserve the market (“Theory 

of Price Controls”).  A Critique of Interventionism brought with it an increasingly-critical 

view of the role of government, a focus on the motives of politicians, an examination of 

output controls, and the concept of value-free economics.  Human Action contained a look

at interventionism for political gains and the effects of taxation.  With all that being said, I

can summarized the evolution of Misesian interventionism with two statements: 1) with 

many of the components of his critique established early, his evolution consisted in 

refinement of his arguments, not revolution of them and 2) those refinements were keenly 

related to the current political and economic situations in play at the time, which seems 

befitting of a student of civilization.   
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CHAPTER 2: LESS THAN A PARADOX, MORE THAN A QUESTION: WAS 

MISES RIGHT (THIS TIME)? 

Introduction 

Chapter one of this three chapter dissertation laid the groundwork for establishing 

the uniquely-Misesian core of interventionism.  Its purpose was clear: present, or rather 

create, a history of thought in the evolution of the Misesian critique of interventionism 

and the “roots” from which it grew.  This history of thought on Misesian interventionism 

showed that Mises’ views on the futility of interventionism as an economic order were 

established early in his career (by his early thirties), and his progress on the subject was 

evolutionary, rather than revolutionary.  Apart from some original insights on classical 

liberalism, my goal in chapter one was to present Mises’ body of work on 

interventionism “as-is,” without a great deal of interpretation.  While we discussed at 

length the ways in which Mises’ views evolved, much was left unsaid about how 

interventionism itself evolved within the political economy.  As we will see shortly, it 

was essential to establish the “essence” of Misesian thought before moving forward to 

consider the main thrust of the current chapter, which deals with a peculiar prediction by 

Mises on the future of interventionism.
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In my earlier readings in the field of Austrian economics, specifically Mises’ 

Human Action, I keyed onto a peculiar prediction in his dedicated chapter on the crisis of 

interventionism: “…yet the age of interventionism is reaching its end.  Interventionism 

has exhausted all its potentialities and must disappear (Mises 1949 [1998])14.”  Yet, in the 

present day United States, this prediction bears no semblance to reality, not at face value, 

at least.  Shockingly, I find very little critique, past or present, of Mises’s specific claim.  

This is not the same question as the “Misesian Paradox,” an issue that has been 

approached by such scholars as Ikeda, Coyne, Shearmur and Higgs, and will be addressed 

in greater detail in this chapter…but perhaps we should consider it a nephew to the 

Paradox.  The Misesian Paradox is the “meta-claim” that, if interventionism is so 

unworkable as a sustainable economic system, why is it by far the most prevalent 

political economic system today?  My aim in this chapter, indeed the central question, is 

“was Mises right, was the age of interventionism reaching its end?”  Of secondary 

importance, is it true that interventionism had exhausted all its potentialities and was in 

need of disappearing?  To the reader, I believe the foregone conclusion you are pondering 

is “yes, he was obviously wrong!”  However, the answer is not as clear-cut as it initially 

appears to be. 

My methodology for attacking this question with the attention it deserves will 

proceed as follows: section two (following this introduction) will discuss the context in 

which Mises made his prediction, with an emphasis on its placement within Human 

14 Hereafter, this will often be referred to as “the prediction,” “his prediction,” or the “Misesian 
Prediction.” 
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Action.  In the very beginning of chapter one, I presented the “core” of Misesian 

interventionism, but much depth was necessarily omitted for the sake of brevity.  Section 

two seeks to explicate the mechanisms more fully by which, in Mises’ view, the various 

components of interventionism may lead to full-fledged socialism.  As this chapter is not 

strictly a history of thought, I employ more freedom is using various sources to aid in 

fleshing out the concept of “creeping socialism.”

Before we can consider the ultimate question of whether or not Mises’ prediction 

was correct, we need to establish a classification of Misesian interventionism within the 

greater frame of thought on interventionism.  Therefore, this section (section three) will 

turn to works from Rothbard and Ikeda to aid in establishing the proper dichotomy.  For 

instance, Ikeda provides a very practical and helpful dissection of Misesian 

interventionism by splitting it into two main categories, those that involve transfers 

(transfer dynamics) and those primarily involved with regulatory controls (regulatory 

dynamics).  Leveraging the efforts of both should aid in dissecting and classifying the 

aspects of interventionism by which to assess the Misesian Prediction.

Section four will involve an examination of the Misesian Paradox, as presented 

in Sanford Ikeda’s book “Dynamics of the Mixed Economy: Toward a theory of 

interventionism.”  In a 2016 symposium in association with Liberty Fund, Ikeda and 

several other economists discuss the Misesian Paradox in the context of the Misesian 

Prediction.  This, obviously, served as an excellent forum to understand the current state 

of progress on both resolving the Paradox and assessing the accuracy of the Prediction.    
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Section five will offer largely a logical, but also empirical argument based upon a 

term Mises used in describing the eventualities of interventionism that, in my research, 

has been largely overlooked, the age of interventionism.  While I will resist putting the 

“cart before the horse” here, if my assessment is correct, it holds implications not just for 

answering the present question on the acuity of the prediction, but also the relative 

strength of the Misesian Paradox.  Following this section, of course, a brief conclusion 

will be offered. 

Evaluating Mises’ Prediction within a Dynamic Framework 

Before heading directly forth into considering whether or not Mises’ prediction 

was correct, let us take a moment to situate the prediction within Human Action itself, 

and within Mises’ larger body of work.  Mises’ prediction appears in Chapter 36 of 

Human Action, in the sixth part of the book, with said part focusing on the hampered 

market economy.  The title of the chapter “The Crisis of Interventionism,” is in itself, 

very telling.  Mises opted to open the chapter in a foreboding manner:  

The interventionist policies as practiced…have brought about all those effects 

which the economists predicted.  There are wars and civil wars, ruthless 

oppression of the masses…economic depressions, mass unemployment, capital 

consumption, famine. (1998, 851)  

As the reader absorbs the chapter, which consists of a mere seven pages, there is a certain 

frustration apparent in Mises’ dialogue.  Without devolving into amateur psychology, 

perhaps it is not difficult to understand the frustrations of a man warning of the dangers 
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of interventionism for nearly forty years, only to now see those dangers having escalated

to a fevered pitch, the “crisis of interventionism.”  While the chapter headings of part six 

of Human Action appear to have been “cut and pasted” from Mises' 1940 book,

Interventionism: An Economic Analysis, that particular work lacked a chapter specifically 

describing a crisis. 

I mentioned the chapter headings leading up to the chapter “The Crisis of 

Interventionism” to better situate this chapter within its section, and Human Action as a 

whole.  Directly preceding Mises’ prediction, he informs the reader of what we will 

deem the various “facets of interventionism,” to include taxation, production restrictions, 

price controls, manipulation of money and credit, redistribution, and war-time economy, 

with the march towards socialism serving as the backdrop.  We will return to each of 

these facets momentarily to discuss exactly how Mises envisioned each one to be 

detrimental.  For the moment, suffice to say, Mises walks through the facets and delivers 

his prediction:  

…(t)he failures of the interventionist policies do not in the least impair the 

popularity of the implied doctrine. They are so interpreted as to strengthen, not to 

lessen, the prestige of these teachings.  As a vicious economic theory cannot be 

simply refuted by historical experience, the interventionist propagandists have 

been able to go on in spite of all the havoc they have spread. 

Yet the age of interventionism is reaching its end. Interventionism has 

exhausted all its potentialities and must disappear15. (1998, 851) 

15 Emphasis added: mine.
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Mises would continue on to discuss the exhaustion of the reserve fund and the end of 

interventionism itself.  We will return, in section five of the present chapter, to the 

discussion of how to evaluate Mises’ prediction for correctness.  At present, the 

remainder of this section will be dedicated to explicating the mechanisms by which the 

facets of interventionism hinder a market society; how exactly is it that Mises envisioned 

a political economy progressing from something so seemingly innocuous as a tax, to 

German-pattern socialism? 

I. Price Controls

As we approach the explication of Mises’ facets of interventionism, let us first 

cast an umbrella, consistent with Mises’ methodology, in which to consider the facets: 1) 

the government harbors no ultimate end of achieving socialism through a course of 

interventionism, and 2) in a means-end framework, the interventionistic means chosen 

are incapable of attaining the stated ends.  With that being said, our examination shall 

begin with price controls.  In Human Action, Mises focuses his attention on two 

categories of price controls: commodity prices and wage rates.  Regardless of the 

categorization, the function of the price system is clear: “(t)he characteristic feature of the 

market price is that it equalizes supply and demand (Mises 1998, 756).”  Further, 

whomever wields the powers of compulsion and coercion is free to enforce the price 

controls as they see fit; with commodity prices, this is generally accomplished through 

the government, and with wage rates it may either be through government or labor 

unions.   
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The implementation of price controls begs the question: cui bono ex ante?  Mises 

understood this underlying aspect of interventionism well: “(i)n an interventionist 

country, powerful pressure groups are intent upon securing for their members privileges 

at the expense of weaker groups and individuals (ibid.: 273).”  To Mises, the answer lies 

within the method of price control chosen, with price floors benefitting sellers and price 

ceilings benefitting buyers, or so it appears.  Ideological concerns are paramount, as labor 

unions and workers clamor for “fair wages” and government attempts to establish 

controls to enable “justice for the disadvantaged.”  In the case of price ceilings, the 

rationale often justified is ensuring the availability of some “necessity” to the poor where 

the prevailing market price has rendered them unable to compete in the market.   

What is overlooked, of course, is that at the artificially-low price, the producer is 

now disincentivized to produce at the previous supply threshold, and in fact now reduces 

production.  Now willing buyers, poor and wealthy alike, must resort to non-price 

competition for attainment of the good; personal connections or physical force may now 

dictate the terms of exchange.  For those buyers whose market ambitions are frustrated, a 

call for further intervention goes out, potentially leading to rationing of the good.  

However, it is virtually certain that producers have curtailed or completely ceased 

production as a result of the artificially-low price.  Mises notes the ultimate irony of the 

situation: the initial intervention intended to provide relief to the poor results in the good 

becoming harder to attain.  In fact, the “necessity” may become completely unavailable.  

The cause is not difficult for Mises to pinpoint: “(the market’s) primary function is the 

direction of production.  It directs the employment of the factors of production into those 
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channels in which they satisfy the most urgent needs of the consumers (ibid.: 757).”  

With the price structure altered, the market cannot properly perform its function.  But the 

stifling of the market as a whole is due to the stifling of the individual actor’s ability to 

engage in economic calculation, which Boettke defines as “the decision-making ability to 

allocate scarce capital resources among competing uses (1998, 134).” In other words, 

each economic actor takes signals from the market (of which they are part of), calculates, 

and sends their own signals into the market that other players act upon.  Assessing its 

options, government must now decide to simply drop the price control, subsidize the 

producer to spur production, resort to coercion and compulsion to force higher 

production, or potentially nationalize the firm or industry. 

Turning to wage rates briefly, the situation is quite similar; any minimum wage 

set higher than that which would obtain in the unfettered market will necessarily cause 

the supply of labor to outpace the demand for labor.  The initial demand for “fair wages” 

above what the market dictates produces what Mises termed “institutional 

unemployment.” This may lead to yet another call for interventionism, in this case the 

demand for public works projects to utilize the idled workers.  These dynamics of 

interventionism led Mises to conclude “(i)f this interference…includes all prices, wage 

rates, and interest rates, it is tantamount to the full substitution of socialism (of the 

German Pattern) for the market economy (1998, 752).”  Perhaps surprisingly, it is not 

necessary to hit each “facet” of interventionism to reach a socialistic outcome—price 

controls alone (albeit, complete price controls) are sufficient.     
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There is another set of considerations in assessing the effects of price controls, 

one that cuts to the very core of Human Action.  Through the study of praxeology, we 

attain not just an understanding of actions taken as a result of interventionism, but also of 

those actions foregone.  The unintended march towards collectivism is not solely about a 

set of dictates, but rather the disappearance of willing dyadic exchange, entrepreneurship, 

private property, and, largely, social cooperation itself. 

II. Manipulation of Money and Credit

Mises was a noted advocated for a banking system known as free banking, which 

lacks a central bank, like the Federal Reserve.  “Free banking,” according to White, 

“meant a system in which decentralized and competitive commercial banks issue the 

paper currency, tied down by a contractual obligation to redeem their notes for gold or 

silver coin (2012, 74).”  The free banking system was largely absent political pressures 

calling for monetary expansion (ibid.: 74).  According to Mises “(w)hat economic 

calculation requires is a monetary system whose functioning is not sabotaged by 

government interference (1998, 225).”  Within Human Action, specifically within 

Chapter 31 on the manipulation of money and credit, Mises notes at least three 

devastating potentialities of expanding the supply of money, the: 1) collapse of the 

loanable funds market, 2) destruction of the monetary system, and 3) creation of business 

cycles.  While none of these potentialities necessarily point in the direction of 

collectivism, all possess the power to greatly alter the very functioning of the market.  As 

government possesses monopoly power over the issuance of currency (with limited 

exceptions, like today’s cryptocurrency), all three potentialities are the result of 
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governmental interventionism in the supply of money.  Furthermore, each of these 

potentialities points to the non-neutrality of money. 

While discussing government debasement of metallic commodity (gold or silver) 

coins in days past, Mises strikes upon a general observation of how expansion of the 

monetary stock effects the relationship between creditors and debtors (1998, 779).  When 

the supply of money is increased, thereby reducing the purchasing power of each 

individual dollar, outstanding loan balances are repaid by debtors with “weakened” 

dollars, to the disadvantage of the creditor.  Mises used the term “debt abatement” to 

describe this process.  A problem that arises from such an arrangement is that, if we 

assume the creditor is capable of recognizing this and develops future expectations, we 

should anticipate a greater degree of difficulty in reaching mutually-agreeable loan terms 

in the future.  Carried to its logical conclusion, says Mises, “(i)f inflation is pushed to its 

ultimate consequences, it makes any stipulation of deferred payments in terms of the 

inflated currency cease altogether (ibid.: 779).”  

Mises was also concerned about the practice of artificially-inflating the supply of 

money to bring about a devaluation of the home currency in the interest of improved 

foreign trade positioning.  In a sort of unilateral monetary war with one’s trading partner, 

in the absence of fixed exchange rates, the temptation lies in weakening the purchasing 

power of one’s own currency to spur the market for exports, perhaps in response to 

political or union pressures.  Mises warned that the true conditions of exchange become 

obscured: “this merely means that in this interval the citizens of the devaluing country are 

getting less for what they are selling abroad and paying more for what they are buying 
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abroad (ibid.: 785).”  However, the lure of boosting exports by devaluation may be 

irresistible, setting off a series of reciprocal devaluations vis-à-vis one’s trading partner, 

until “(a)t the end of this race is the complete destruction of all nations’ monetary 

systems (ibid.: 785).” 

Perhaps the most vexing of the phenomena brought upon by credit expansion is 

what Mises refers to as “trade cycle theory.” This theory originated with the Currency 

School’s observations on the workings of the Bank of England, was refined by Mises, 

and further distilled by Hayek into what we know today as the Austrian Business Cycle 

Theory (ABCT) (White 2008, 761).  Roger Garrison offered the following distinction 

between the effects of interventionism in prices versus monetary policy: 

Legislated distortions of the price system play no direct role in cyclical 

movements of economic magnitudes precisely because of their quality of 

permanence. By contrast, monetary distortions do play a direct role in business 

cycles precisely because—and to the extent that—they are inherently 

impermanent. (1989, 8). 

Since we are no longer strictly in the “history of thought” of chapter one, the essence of 

the synthesis of ABCT to be presented shortly is largely derived from a separate work of 

Garrison’s, Time and Money: The Macroceconomics of Capital Structure.   

The gist of the ABCT argument is that the government decides to expand credit, 

perhaps in response to a call for “cheaper money.”  The central bank may at that point 

repurchase government bonds, thereby placing the funds with the former bondholders.  

The former bondholders, those “closest” to the money, will experience the greatest 
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benefits in terms of purchasing power from the funds.  With the influx of “new money,” 

the market interest rate for loanable funds will predictably drop.  Now, some investment 

projects that, at the margin, were shelved as unprofitable, will see the light of day under 

the lower interest rate; they have become profitable.  Investors read this signal as a shift 

from consumption spending to savings, and hence, redirect the structure of production 

from shorter-term consumption goods to longer-term capital goods.  But this appraisal is 

fallacious.  On the market, consumers eagerly spend the money that has by now been 

intermediated throughout the market, while at the same time, investors clamor for the 

capital to complete their projects.  Prices rise and interest rates are bid back up, as the 

availability of capital is caught in a veritable “tug-of-war.”  

Economic calculation has been rendered ineffective, as market signals belie the 

true underlying conditions of the market. Consumers are no longer able to get the goods 

they demand, and investors’ projects that, at the margin, were profitable, no longer are 

(malinvestment).  While the government may try to prolong the “boom” through 

continuous injections of new credit, inevitably the boom turns to “bust.”  Projects are 

abandoned, and the whole structure of production must reorient itself to the prevailing 

market conditions (Garrison 2001, 33-122).  The devastating impact of the business 

cycle is readily-apparent in the most elementary examinations of the socioeconomic 

conditions during and after the Great Depression and the Great Recession.   

III. Restrictions of Production

Restrictions of production, Mises observed, actually took the form of three types 

of restrictions: in production itself, transportation, or distribution of economic goods.  
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One of the most popular classes of measure are those that are considered to be “pro-

labor.”  Mises notes the prevailing public opinion of the time regarding the undesirability 

to have either women or children labor, and counters that the greater indignity would 

seem to be starvation of women and children.  One of the truisms observed is that, by 

governmental interference of plans determined on the market, the outcomes must 

necessarily be less productive and yield a lower return than the unobstructed plans of 

citizens whom always seek to maximize their returns. “Such interference makes people 

poorer and less satisfied (Mises 1998, 736).”

These restrictions also take the form of promises to raise the standards of living 

through poorer countries copying of the labor legislations of wealthier, Western 

economies.  Mises warns of the post hoc ergo propter hoc of this argument; the Western 

economies did not get wealthy as a result of shorter work weeks and exclusion of 

protected classes from working.  Rather, because long hours and child labor were 

prevalent, the Western economies were able to save capital and ultimately raise their 

marginal productivity of labor, thereby raising their standards of living.  There are no 

shortcuts to be had, just a long, painful journey to wealth through the process of capital 

accumulation. 

Mises did not deny that, in limited cases, the ends sought could be attained 

through restrictive measures.  But the ultimate judgement of whether or not that dictates a 

success could only be ascertained through a careful measurement of all applicable costs 

and benefits.  In the case of tariffs, there is no denying that a tariff can be imposed to 

provide the privilege of protection to a certain preferred group.  Mises speaks of a group 
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of leather tanners.  If a tariff is erected to limit the importation of foreign leather goods, 

then the leather tanners will be able to retain their jobs.  However, the gains of the leather 

tanners are necessarily short-term in nature.  The privilege afforded the tanners tends to 

attract competition and erode the existing privilege.  Therefore, the leather tanners must 

seek yet another round of interventionistic measures to renew their privileged position.  

Meanwhile, the rest of the citizens must contend with not only a reduced quantity of 

choices in the domestic leather market, but also higher domestic prices. 

Mises surmises that there cannot be a comprehensive system of production 

through a series of restrictions.  “Everybody is harmed by the general drop in the 

productivity of labor which the shifting of industries from more favorable to less 

favorable locations brings about (Mises 1998, 745.)”  Such restrictions rape the division 

of labor of its power to better the conditions of all mankind, by forcing manpower into 

less productive activities to cover the shortfalls in areas previously covered through trade.  

As the economic conditions deteriorate, the calls for protection get louder.  Mises 

concludes “(e)conomics does not contend that restriction is a bad system of production.  

It asserts that it is not a system of production, at all, but rather a system of quasi-

consumption (ibid.:750).” 

IV. Interference by Taxation, Confiscation and Redistribution

Perhaps it is telling of the growing effects taxation would play in the political 

economy that Mises should choose to include a chapter on taxation in Human Action, 

while omitting so nine years earlier in Interventionism: An Economic Analysis.  While 

postulating about the workings of a neutral tax, Mises was forced to concede that modern 
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taxation was dominated by the ability-to-pay principle.  A neutral tax would simply be a 

tax that was levied upon the citizens to cover the basic operating expenses of a small 

governmental apparatus.  What actually dominated the time, the ability-to-pay principle, 

implied that “the fiscal and budgetary objectives of taxation are of secondary importance 

only. The primary function of taxation is to reform socia1 conditions according to justice 

(Mises 1998, 731).”  Simply put, the prevailing ideology had become the notion that, 

since the wealthy can afford to pay more in taxes, the “just” thing to do was levy these 

so-called “progressive” taxes. 

Mises presents three classes of tax interventionism.  The first is aimed at 

suppressing or restricting production, for instance, with a small-scale beer brewery.  A 

tax may be levied upon any producer that exceeds 1,000 barrels of production, thereby 

sheltering the small brewery while exclusively affixing upon the larger-scale brewers.  

This concept neatly overlaps, in certain instances, with the restrictions of production 

presented in the last subsection.  There also exists, according to Mises, what is known as a

“total tax,” which amounts to a complete seizure of wealth and income.  But this does not 

constitute interventionism; rather, this is a direct path to socialism.  According to Mises: 

“(a)s soon as it is consummated, socialism has been substituted for capitalism (ibid.: 

732).”  Finally, the third “class” attempts to seize only some of the taxpayer’s wealth and 

income, through the process of confiscation and redistribution, which is where we next 

turn our focus. 

In addressing the topic of confiscation and redistribution, Mises addresses what he 

calls “land reform,” which considers the public opinion issue of who “ought” to be 
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allowed to till the land.  However, the chapter quickly turns back to the issue of taxation, 

with Mises stating that the main instrument of confiscatory interventionism is taxation.  

Mises pulled no punches as to why confiscation and redistribution enjoyed such strong 

approval: “(t)he average man looks at the problems involved with unveiled envy.  Why 

should anybody be richer than he himself is?  The lofty moralist conceals his resentment 

in philosophical disquisitions (ibid.: 802).”  Mises viewed the effects of high taxation on 

the most financially-successful members of society as absolutely contrary to the goal of 

achieving higher material standards for all members of society.  If the entrepreneurs and 

capitalists who have demonstrated the greatest propensity to satisfy consumer demands 

are robbed of their “excess profits” through confiscatory taxation, what blind faith should 

lead us to believe both that 1) the beneficiaries will put the proceeds to more productive 

use, and 2) the most efficient members of society (in terms of meeting consumer 

demands) will still choose to be so after confiscation eliminates some or all of their 

incentive?   

V. War-Time Economy

In authoring Human Action, Mises had already become well-acquainted with the 

effects of war, having fought in World War I, and observing the consequences of war as 

both an economist and instructor during World War II.  Not just protectionism, thought 

Mises, but rather “aggressive nationalism” was the spur of conflict: 

While under free trade and freedom of migration no individual is concerned about 

the territorial size of his country, under the protective measures of economic 

nationalism nearly every citizen has a substantial interest in these territorial 
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issues. The enlargement of the territory subject to the sovereignty of his own 

government means material improvement for him or at least relief from 

restrictions which a foreign government has imposed upon his well-being. 

(ibid.: 820) 

Despite promises to the contrary, however, war consistently failed to enrich the victors 

and in fact made both combatant parties worse off.   

“(I)n the long run,” determined Mises, “war and the preservation of the market 

economy are incompatible. Capitalism is essentially a scheme for peaceful nations (ibid.: 

824).”  This presumption was also present at the American constitutional founding, and 

this inspired a foreign policy of avoiding significant and enduring foreign entanglements.  

While governments frequently turned to any or all of the interventionistic measures 

discussed so far during war times, it was the unfettered market that afforded the best 

opportunity to accommodate the rapid transition from peace to war time, and its 

accompanying requirement for the equipment of troops.  In an odd twist of fate, the 

prevailing practice of “war socialism” unintendedly made war less devastating than it 

might otherwise be.  According to Mises:  

If the efficiency of capitalism is directed by governments toward the output of 

instruments of destruction, the ingenuity of private business turns out weapons 

which are powerful enough to destroy everything. What makes war and capitalism 

incompatible with one another is precisely the unparalleled efficiency of the 

capitalist mode of production. (ibid.: 824) 
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War also distorts or destroys trade under the international division of labor.  I 

have mentioned previously in chapter one that Austria found itself in a precarious 

position upon the conclusion of World War I, as it had severed ties with several former 

trading partners and had neither coal to heat homes, nor food for nourishment.  These 

severed ties may occur unilaterally, bilaterally, or through military interventionism.  

Mises speaks in Human Action of Nazi Germany’s desire to become autarkic, yet 

remaining heavily-reliant on international trade for food and raw materials during war 

(ibid.: 825).  The defeat of Germany in both World Wars can be blamed in part on the 

disruption of its foreign trade.  However, there is a greater point to be learned here.  War 

ultimately frustrates one of the greatest benefits of the division of labor; it alters 

production fundamentally from one that serves mankind to one that aims at its 

destruction. 

By explicating the mechanisms of interventionism, Mises’ concerns for the “third 

way,” economic organization in a formerly-unfettered market economy become clear.  

We may have an economic systems of capitalism, characterized by private property 

rights, freedom of contract and rule of law, or we may have socialism and its 

accompanying features, centralized planning and communal ownership of property.  But 

interventionism, the “third way,” is not an economic system whatsoever.  Whether a 

system is a spontaneous order (the unfettered market) or a planned order (as in 

socialism), organization is inherent in either.  But what occurs when a planned order is 

introduced into a spontaneous order? 
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We may picture the unhampered market as a crowd leaving a stadium after a 

sporting event, a concept I borrow, with modifications, from Richard Wagner (2016, 40-

42).  The crowd is not formally organized, yet flows through the exits in a fairly orderly 

manner.  Perhaps several participants are dissatisfied with the subjectively slow process 

of the crowd filing out and implore the police to intervene.  Five patrolmen show up and 

start shouting directives at the stadium-goers in an effort to make the process of exiting 

“more efficient.”  To whom should each crowd member listen to, or do all five have 

equal authority?  What happens if the directives conflict with one another?  Is the threat 

of coercion and compulsion implicit in the government’s action credible, or can it be 

skirted?  How the crowd members respond is a matter of speculation, but one thing is 

clear: the individual’s calculus on how to solve the problem “what’s the quickest way to 

my car?” has become considerably more complicated, and probably less efficient.  

Further, the same intervention which was brought about to maintain social cooperation 

ironically threatens devolution into chaos.  This seems a fitting metaphor for Mises’ view 

of interventionism into the unhampered market society, but for the fact Mises was dealing 

with the very function, structure and material well-being of society itself. 

Classifying and Measuring Misesian Interventionism 

In judging the accuracy of the Misesian Prediction, it seems helpful to understand 

how to classify his facets of interventionism before establishing how to best measure 

them.  Luckily, several authors have already created typologies for intervention types, so 

there is no solid reason to start anew.  Our inquiry will being with an examination of the 

typology created by Murray Rothbard in Power & Market.  



65 

Rothbard distinguishes between three different types of interventionism: autistic, 

binary and triangular.  In autistic intervention, the individual is given a command or 

prohibition restricting certain actions or uses of their property, and no exchange is

involved.  Binary intervention takes the form of a forced exchange between the individual 

and the party wielding the powers of compulsion and coercion.  Rothbard uses as an 

example conscription, where the individual is forced to exchange their labor services for 

a rate often below what the free market would dictate.  In terms of the Misesian facets of 

interventionism, we would appropriately group currency and credit manipulation in this 

category, as well as taxation, confiscation and redistribution.  Lastly, triangular 

intervention constitutes interference between two willing parties to an exchange, in order 

to thwart or change the terms of that exchange.  Price controls and restrictions of 

production belong within this category (Rothbard 2006, 12-14), whereas war-time 

economy would likely cut across all three types. 

Here I will just mention briefly the work of Robert Bradley Jr, and his attempt to 

distinguish between what he deems a static categorization of interventionism types by 

Rothbard, and what he regards to be his categorization of dynamic types (2006, 65-66).  

Although I do not believe that his typology offers a categorization that lends itself to 

helping to assess the Misesian Prediction, he does offer a methodology that aims to 

delineate the categorization of interventionism into finer categories. 

Ikeda also provides meaningful clarification in his treatment of the types of 

interventionism that fall under the umbrella of Misesian.  If there was one thing that may 

have appeared out of place in my chapter one description of the core of Misesian 



66 

interventionism, I believe it would have been the statement “(t)he result of these actions 

is always altered production quantities versus that which would obtain from a pure 

market economy.”  Although Mises did say something similar (“…it wants production 

and consumption to develop along lines different from those prescribed by an 

unhampered market…”16), it is not immediately clear how a transfer in the form of taxes 

from Peter to Paul would alter production.  In trying to organize Mises’ critiques of 

interventionism into a theory of interventionism, Ikeda struck upon the idea to split the 

facets of interventionism into two primary categories, transfer dynamics and regulatory 

dynamics.  By doing so, he was better able to delineate the economic consequences of 

each category of interventionism (1997, 153-91).    

At this point, we now must consider how to empirically measure the Misesian 

Prediction to assess its accuracy.  One consideration is to borrow from public choice the 

concept of rent-seeking.  First, let us consider a thorough definition of rent-seeking: 

Because government can compel citizens to pay their taxes and obey its 

regulations, people have an incentive to try to use government to provide benefits 

to them at the expense of others.  Businesses might lobby to receive subsidies, tax 

credits, or regulations that impose costs on their competitors to create advantages 

for themselves.  Interest groups might lobby for transfer payments to their 

members, or for government financial support17 for their organizations.  These 

transfers or favors benefit the recipients, but add nothing to the total output of the 

16 Mises in Human Action, p. 713.
17 Emphasis added: mine. 
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economy.  Just the opposite, they reduce total output, because of resources used 

up in lobbying for the benefits, even as they provide a narrow benefit to the 

recipients. (Holcombe 2016, 78) 

Referring back to the Rothbardian typology of interventionism, we can clearly locate that 

many of the facets of Misesian interventionism, categorized as binary and triangular 

interventionism, are consistent with rent-seeking behavior.  This line of inquiry goes as 

follows: whether interventionism is increasing or receding, could we not just examine the 

costs incurred over rent-seeking to determine what direction (increasing or decreasing) 

interventionism is headed?  The rationale for such thinking is rooted, in part, in Posner’s 

“Exact Dissipation Outcome,” which states that costs incurred in rent-seeking will 

approximate the benefits sought (Tullock 2005, 63)18.  One of the pioneers in this field 

was Gordon Tullock, and in The Rent-Seeking Society, Tullock arrived at the following: 

“The measurement of rent-seeking costs is a treacherous business even in Western 

economies that are relatively open and well endowed with statistical sources.  The 

concept itself is nebulous, even when rent seeking is restricted to government-targeted 

outlays…(ibid.: 73).”  I should clarify this point a bit more: some degree of rent-seeking 

costs are spent chasing rents that are created through government intervention, but not 

necessarily reflected as a government outlay, such as in lobbying for the creation of a 

tariff.  But, returning to Tullock’s point, even in the most straightforward of scenarios, 

the associated costs are not able to be accurately measured, which makes rent-seeking 

18 Another school of thought says that investors in rent-seeking do so with the expectation that the return on 
their investment will approximate the return available on the private market.   
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costs a precarious yardstick by which to judge the growth or regression in size of 

interventionism.  To complicate matters, it should be remembered that there is no core to 

a redistributive game, nor is there an equilibrium condition. All winning coalitions are 

temporary, and often today’s “winners” are tomorrow’s “losers.”  In developing the 

concept of churning, de Jasay stated: “there is no longer a presumption…of one best, 

unbeatable pattern of redistribution which a political competitor can match but not outbid 

(1998, 262-263).”  This fluctuating pattern of winners and losers naturally obscures the 

attempt to extract rent-seeking costs.   

Another school of thought espouses government spending as a share of GDP to 

be, if not completely accurate, a gauge to measure the level of governmental 

interventionism.  In his paper on the size of government and interventionism, Di Matteo 

mentions how difficult it is to pinpoint the exact economic effect of interventionism by 

government, stating: “(a)ctually measuring government size is complex as there is no 

single quantitative measure that conveniently summarizes the entire impact of 

government on the economy (Di Matteo 2013, 6).”  Di Matteo offers what he believes is 

the most accurate way to account for a growing government, growing largely on the basis 

of its interventionist efforts:  

Since most measures of public sector growth have demonstrated an upward trend 

over time, any attempt to account for changes in the size of the public sector need 

not be too preoccupied with which measure is used, provided it focuses on 

resource use. Two of the most common measures are government spending as a 
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share of national output (GDP) and government revenues as a share of GDP       

(Di Matteo 2013, 7). 

However, we can note at least three problems in the applicability of this popular 

measurement to the Misesian Prediction.  The first is that, amongst government spending 

line items, some portion is spent on the provision of public goods, which is not an issue 

Mises tackled head-on in his facets of interventionism, thus creating an “apples-to-

oranges” comparison between the measurement of the Misesian facets versus all 

government spending.  Second, it is not immediately clear how the magnitude of 

currency and credit manipulation would be accurately reflected in government spending 

as a share of GDP.  For instance, we can imagine a massive credit injection setting into 

motion a prolonged business cycle, all while government consistently maintained a fixed 

percentage (say, 37%) of spending as a share of GDP.  In this example, interventionism 

could wreak havoc on the political market economy, and yet not register a “blip” in the 

empirical measure considered.  Third, and this point is raised by Di Matteo, transfer 

payments will also not be reflected in government spending as a share of GDP (ibid.:6).   

Let us regroup here for a moment and consider again what it is we seek: some 

empirical measure of the facets of Misesian interventionism, for the time period under 

consideration, that can prove the validity or invalidity of Mises prediction that, in 1949, 

interventionism was coming to an end.  We should make a generalization of the two 

methods considered so far in trying to assess the growth or regression in the size of the 

Misesian facets of interventionism: although rent-seeking costs arguably serve as a 

reasonable proxy for the facets, rent-seeking costs are notorious difficult to measure.  
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Further, although government spending as a share of GDP is considerably easier to 

measure (than rent-seeking costs), it is not a good proxy for the Misesian facets.  It would 

appear that the way to prove empirically that interventionism was coming to an end 

would be to show that the activities for which government interfered in the market 

became less, both as a percentage of transactions interfered upon, and as a shrinking 

cumulative dollar of total market value.  In other words, less interventionistic action, but 

when it does occur, the dollar value of those interventions is lower than the previous 

level.  Even with that, we would still need to parse out those interventions that fall under 

the Misesian facets and those that do not. 

Robert Higgs understood all too well the trappings of trying to capture the 

prevalence of interventionism empirically: “Big Government…has various 

sources…(g)iven the many intricate interdependencies among the various sources, such a 

determination may be beyond our grasp conceptually as well as empirically (Higgs 2012, 

18).”  After examining government spending as a share of GNP, transfer payments, and 

even government civilian employees as a percentage of the civilian labor force, Higgs 

concludes: “we would gain little additional insight…(t)hough each such index throws 

some light on the question…each in a fundamental sense does not tell us what we really 

want to know (ibid.: 27).”  For Higgs, although taxing, spending and employment may be 

signs of Big Government, what truly constitutes Big Government is expansion in the 

scope of economic decision-making (ibid.:28).  Ultimately, the growth in scope results 

from the public’s insistence that government “do something” in response to a crisis, with 

government adding additional responsibilities (scope), yet not reverting back to pre-crisis 
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size after the crisis has been quelled.  In light of Higgs argument, which details the 

growth of government scope in the last one-hundred years, Mises’ Prediction becomes 

less palatable. 

Some of the more recent efforts concerning the measurement of government 

interventionism include Schwartz and Parker’s examination of aggregate measures of 

government interventionism in agriculture and their impact on the GATT (1998, 1137-

45) and an examination by Knowles and Garces of the effects of interventionism on

output per worker amongst Asian workers (2000, 1-40).  The applicability of either 

treatment to our current inquiry is not obvious, but does offer a glimpse into the current 

state of research.  Of direct importance to our current considerations is a paper published 

last year by Laband and Sophocleus entitled “Measuring Rent-Seeking,” where they 

attempt to confront the Tullockian challenge (thirty years standing) of accurately 

measuring rent-seeking costs.  While I must be brief here in mentioning the applicability 

of their results to solving the Misesian Prediction, it is an excellent resource for the reader 

interested in the various aspects that make measuring rent-seeking costs untenable.  The 

authors conclude that: “(r)ent-seeking and rent-avoidance behavior are deeply and 

broadly threaded into the tapestry of American life and politics…it has proven very 

difficult to quantify empirically the economic harm associated with rent seeking and rent 

avoidance behavior (Laband & Sophocleus 2019, 67).”  Despite the current state of 

advancement in both econometrics and rent-seeking theory, the authors’ attempts are

ultimately frustrated. 
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The Uncle to My Inquiry: The “Misesian Paradox” 

The title of this chapter pays tribute to a paper by Boettke and Leeson titled “Was 

Mises Right?” which examines the suitableness of Mises’ aprioristic methodology for the 

purpose of economic inquiry (2006, 247-264).  Two years earlier, Bryan Caplan (2004, 

33-51) raised the question “Is Socialism Really “Impossible?” in response to Mises’

claims concerning economic calculation under socialism.  More recently, Liberty Fund 

hosted a symposium on the dynamics of interventionism, with Sanford Ikeda authoring 

the lead essay, followed by contributions from Christopher Coyne, Jeremy Shearmur and 

Robert Higgs, with the “Misesian Paradox” serving as the object of inquiry.  Obviously 

interest remains high even today in assessing the reliability and accuracy of Mises’ 

claims, with the current chapter following in that tradition.  In my introduction to this 

chapter, I mentioned that my topic of inquiry, the Misesian Prediction, is a “nephew” of 

sorts to the Misesian Paradox.  To accurately gauge whether the Misesian Prediction is 

accurate, we first need to understand the “meta-issue” of the Misesian Paradox. 

In his Dynamics of the Mixed Economy: Toward a theory of interventionism, 

Ikeda both defines and attempts to resolve what he has dubbed the “Misesian Paradox.”  

In defining the paradox, Ikeda offers the following: 

We have seen that Mises used words such as illogical, unworkable, unsuitable, 

self-defeating, and contradictory to describe interventionism…(y)et casual 

observation reveals that, among existing politico-economic systems, the 

interventionist mixed economy, all of its contradictions notwithstanding, is by far 

the most popular, widespread, and persistent of them all. (1997, 46) 
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Several chapters later, Ikeda attempts to resolve the Paradox by distinguishing between 

Mises’ use of the word “unstable” to describe the mixed economy, versus “transitory.”  

To Ikeda, unstableness does not suggest one way or the other (stableness or continued 

unstableness) a quick resolution to that unstableness.  Therefore, a mixed economy that 

remains in flux, with new interventions being injected intermittently, not only will 

continue to drain off the reserve fund, but may remain in flux virtually ad infinitum.  

Unstableness, then, is a necessary condition to push the mixed economy towards either of 

the poles (pure capitalism or pure socialism) but not a sufficient condition to do so (ibid.: 

215-16).

Roughly twenty years later, in the symposium mentioned a few paragraphs 

earlier, Ikeda opened his lead essay “The Misesian Paradox: Interventionism is Not 

Sustainable” reiterating some of Mises’ statements on the mixed economy, and 

addressing those statements in light of the Misesian Prediction.  Ikeda concludes that: 

Almost 70 years later, however, the age of interventionism seems far from over. 

So while it would be hard to argue that Mises got the timing right, on the issue of 

the inevitable collapse of interventionism, there are strong arguments in Mises’s 

favor. (2016) 

There is a problem, however, with Ikeda’s conclusion.  Although I did not initially 

set out to refute the Misesian Paradox, the straightest path for me to explain and 

resolve the Misesian Prediction will be through the Misesian Paradox, which will 

be accomplished in the following section.
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The Theory of “The Misesian Age of Interventionism” 

I. The Generalities of my Argument

There is a saying that I heard from one of my colleagues in the Air Force that 

goes “you don’t let the boss see you making the sausage,” which, if the meaning is not 

intuitive (as it wasn’t for me initially), means that you never let “the boss” see the first 

draft or the unfinished product.  What should be seen is only the finished, polished gem 

that you have created.  I am going to break with that tradition and show you part of what I 

submitted to my dissertation committee in my dissertation proposal to gain acceptance to 

study the Misesian Prediction19: 

In my earlier readings in the field of Austrian economics, specifically von Mises’ 

Human Action, I keyed onto a peculiar prediction in his chapter on 

interventionism: “…yet the age of interventionism is reaching its end.  

Interventionism has exhausted all its potentialities and must disappear (von Mises 

1949).”  Yet, in the present day United States, this prediction bears no semblance 

to reality, not at face value, at least.  This leads to two immediate questions: 1) 

“What exactly did Mises mean when he used the term ‘intervention?’” and 2) 

“How could such a preeminent economist as von Mises have so badly missed the 

mark?” (von Ahnen 2020, 1) 

Now, compare my interpretations that you just read to Ikeda’s in “The Misesian Paradox: 

Interventionism is not Sustainable:” 

19 Which also affords me the awkward experience of citing myself for the first time.  
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There is a pardox in Ludwig von Mises’s critique of interventionism. According 

to Mises, 

“it may be said that limited intervention is illogical and unsuitable, that the 

economic system that works through such interventions is unworkable and 

unsuitable, and that it contradicts economic logic.”   

“The middle system of property that is hampered, guided, and regulated 

by government is in itself contradictory and illogical.  Any attempt to introduce it 

in earnest must lead to a crisis from which either socialism or capitalism alone can 

emerge.” 

From this he concludes: 

“Yet the age of interventionism is reaching its end. Interventionism has 

exhausted all its potentialities and must disappear.” 

Almost 70 years later, however, the age of interventionism seems far from over. 

So while it would be hard to argue that Mises got the timing right, on the issue of 

the inevitable collapse of interventionism, there are strong arguments in Mises’s 

favor. (Ikeda 2016) 

It is clear that both myself and Ikeda felt that the Misesian Prediction had missed its mark 

substantially.  However, I have two specific issues with Ikeda’s argument.  The first is 

that he commits a post hoc ergo propter hoc in attributing the Misesian Prediction to two 

statements Mises made twenty years earlier in A Critique of Interventionism.  While the 

Misesian Prediction surely follows chronologically, I do not believe we can say that it 

follows logically twenty years later.  Why?  We would have to assume that Mises' 
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understanding of interventionism was static (contrary to my first chapter and a study of 

Mises’ works) and that interventionism itself was static (contrary to the efforts of Higgs 

and Mises himself).   

Before I raise my second issue, I will rewrite the Misesian Prediction to preview 

my argument: “Yet the Age of Interventionism20 is reaching its end.  Interventionism has 

exhausted all its potentialities and must disappear.”  This should beg one to ask the 

question “well, what was the Age of Interventionism?”  Ikeda, much like myself in 

submitting my dissertation proposal, failed to take note that the Misesian Prediction 

concerns a specific time, the Age of Interventionism.  To borrow a bit of popular 

language, the Age of Interventionism is “a thing.”  If you are not familiar with the term, 

you are not alone; it is ill-defined.  But we are in luck because Mises actually defined, at 

least partially, the Age of Interventionism within the pages of Human Action, and it turns 

to us now to flesh out the details. 

My theory on the Misesian Age of Interventionism is largely Higgsian in its 

approach.  While I reassert here the necessity of the full examination of Mises’ critique of 

interventionism contained within these first two chapters, solving the Misesian Prediction 

does not rely on complex econometrics, but a logical understanding of the Misesian Age 

of Interventionism.  Therefore, my methodology is simple, straightforward, and some 

may say, not particularly “Austrian.”  In a distinction between observation and theory, 

Richard Wagner once observed that “observations become meaningful only as they are 

organized through theoretical or conceptual frameworks (Wagner 2010, 112).”  In 

20 Emphasis added: mine. 
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Human Action, Mises gives us the facets of interventionism and specific examples…he 

even provides the disjointed pieces for the theory of the Age of Interventionism.  My task 

currently is not so much to create the theory, but reassemble the theory, for the purpose 

of categorization.  Categorization of what?  The correct period of inquiry, the missing 

temporal element, for which the Age of Interventionism belongs and by which Mises 

prediction should be judged by. 

Let us start by looking at the Misesian Prediction and an analogous prediction.  

The Misesian Prediction, with added emphasis on “age” and “interventionism,” looks like 

this: “yet the Age of Interventionism is reaching its end. Interventionism has exhausted 

all its potentialities and must disappear.”  Now, consider an analogous prediction in terms 

of form: “yet the Age of Smoking is reaching its end.  Smoking has exhausted all its 

potentialities and must disappear.”  We can make several general statements about “ages” 

that I do not believe will raise any concerns with the reader.  “Ages” constitute a set 

temporal period, with a beginning and terminal point. Also, ages denote a “high-water 

mark” in whatever activity they aim to describe; they are not meant to denote the period 

over which all activity of interest was observed.  Indeed, the Oxford dictionary defines an 

age as “a distinct period of history.”  When we look at our analogous prediction, the 

cultivation of tobacco is believed to have started around 5,000-3,000 B.C, yet the first 

Europeans to actually smoke were members of Christopher Columbus’s crew in 1492 

(Musk & De Klerk 2003, 286-87).  To what period should we restrict our “Age of 

Smoking?”  We might choose to define the “Age of Smoking” as the period it was most 

prevalent, either as a percentage of the population (my preferred approach) or total 
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number of smokers.  While I have no interest right now in deriving these statistics, the 

important takeaway is that we would have smoking both pre- and post- age.  Let us look 

again at the “smoking prediction:” “yet the Age of Smoking is reaching its end.  Smoking 

has exhausted all its potentialities and must disappear.”  Rather than strength, we now see 

weakness in both the Misesian Prediction and the smoking prediction: an age will come 

to an end (as all ages do), the undesirable activity has exhausted all its potentialities and 

must disappear.  The latter statement is not a prediction or part of the prediction; it is 

literally a statement.  Essentially, both predictions are eventualities followed by a 

statement, and although I will continue forth with the term “prediction,” I am no longer 

convinced it is fitting. 

My research does not show any sort of widespread agreement on what the term 

“age of interventionism” denotes, likely owing to both the varying meanings and contexts 

in which the word “interventionism” is used (common-speech versus economics and, for 

example, militarily).  The age of interventionism would make a worthy topic of inquiry 

for future scholars, especially in the Austrian tradition, as its importance should now be 

recognized as critical both in the Misesian Prediction and, to a lesser extent, the Misesian 

Paradox.  What follows is my understanding of the Misesian Age of Interventionism, 

however, it is possible that future scholars will draw different conclusions based on the 

clues Mises has left, or perhaps locate further clues.  

II. What the Misesian Age of Interventionism was Not

The following are a number of propositions that explicate what the Misesian Age of 

Interventionism was not, based directly on Mises’ work: 
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Proposition #1: The Start of the Misesian Age of Interventionism did not Begin with the 

Advent of the “New Deal” 

In the author’s preface to his 1940 book Interventionism: An Economic Analysis, 

Mises made this point explicitly clear.  Says Mises: “(t)his essay is not intended to 

discuss specifically the American New Deal.  It deals with interventionism in general, 

and its conclusions are valid for all instances of interventionism irrespective of the 

country concerned (Mises 2011, xiii).”  To Mises, interventionism was present in the 

United States well before the New Deal, and therefore there was nothing particularly 

spectacular about this display.  Mises quipped “(t)o the economist there is nothing new in 

the New Deal (ibid.: xiv).” 

Proposition #2: Mises had not Conceptually-formed the “Age of Interventionism” Prior 

to 1940 

Although this proposition may just appear to be a rehashing of Proposition #1, it 

is actually rooted in a separate source.  Obviously the closest precursor to Human Action 

was the book that its translation and rewriting were based upon, Nationalökonomie: 

Theorie Des Handelns Und Wirtschaftens.  Although my research budget is limited (self-

funded), I paid to have the chapter “Die Krise des Interventionismus” (The Crisis of 

Interventionism) professionally-translated to better understand the crisis as it was in 1940 

(when the book was published).  It proves to be incredibly useful for our current 

purposes, as it is clear that the “crisis” confronting Mises in 1949 was different from the 

one of 1940.   
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 In Nationalökonomie, the main culprit of the crisis is mass unemployment, with 

Mises commenting: “(p)ermanent and mass unemployment has become the fate problem 

of modern culture. It breaks up the work that liberalism has built up (Mises 1940, 720).”  

To Mises, the solutions of the day, public works projects and conscription, were not the 

long-term answers by which to right the economy.  The problem, to Mises, is with the 

powerful labor unions and their ability to influence wages not determined through free-

market participation: “(i)f we do not abandon wage policy interventionism, we will have 

to accept the experiment of the total state. If one does not want to free the market 

economy from the inhibitions of interventionism, one must arrive at socialism (ibid.: 

721).”  What there is not in this original version of the chapter is a Misesian Prediction, 

but more importantly, there is no talk of an “Age of Interventionism.”  In fact, before 

Human Action in 1949, I have been unable to locate Mises using the term “age of 

interventionism.”  

III. What the Misesian Age of Interventionism Was

As was mentioned earlier in the “generalities” to the current theory, Mises did lay 

out a number of the specifics of the Age of Interventionism.  Before we address those, I 

first want to address one aspect that is quite subtle in Mises approach.  Perhaps the first 

clue that registered with me that Mises had a specific timeframe in mind for his Age of 

Interventionism was in the chapter in Human Action titled “The Crisis of 

Interventionism,” with the first section being titled “The Harvest of Interventionism.”  

My interpretation is that Mises, of course, was not referring to all interventionism of all 

time.  No, this time it was different.  The seeds of interventionism had been sown and 
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allowed to flourish, and now, on or around 1949, it was time to harvest the efforts…the 

Age of Interventionism, the high-water mark. 

Proposition #1: The “Institutional Fixing of Wage Rates” is a Feature of the Misesian 

Age of  Interventionism 

The institutional fixing of wage rates is a topic that concerned Mises in 1940 

(although not enough to declare it the Age of Interventionism), and something that clearly 

persisted in 1949.  According to Mises: 

We can well imagine a historical situation in which the height of wage rates is 

forced upon the market by the interference of external compulsion and coercion. 

Such institutional fixing of wage rates is one of the most important features21 of 

our age of interventionist policies. (1998, 604) 

As we have discussed earlier, Mises realized that the source of this “compulsion and 

coercion” could either be governmental, or one allowed to operate in the shadow of 

government without interference, such as labor unions. 

Morgan Reynolds has studied the rise and fall of union membership and 

offers the following: 

According to NBER figures, membership…more than double to 7.2 million by 

1940, doubled again to a staggering 13.2 million by 1945, and increased more 

slowly to 14.8 million by 1950… (s)ince 1960, however, a sharp decline in union 

density has set in all Western countries. According to OECD data, estimated 

21 Emphasis added: mine. 
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union density in the United States was 30.9% in 1960, 22.3% in 1980, 12.8% in 

2000 and 11.6% in 2007. (2009) 

Of course, we still have the persistence of minimum wage laws in this country, however, 

Reynold’s statistics serve to provide us an initial cursory view of the rise and fall (but not 

collapse) of unionism.  It seems more than coincidental that the period reflecting the 

highest levels of unionism align perfectly with the authoring of Human Action and the 

introduction of the term “age of interventionism.”     

Proposition #2: The “Age of Interventionism” is tied to the Collapse of Laissez-Faire 

Monetary Policy 

In Chapter 31 of Human Action, entitled “Currency and Credit Manipulation,” 

Mises discusses a number of issues with governmental intervention in the supplying of 

money: the enforcement of what constitutes legal tender, minting and debasing of 

currency, Gresham’s Law, bimetallism (“a complete failure”), and Germany’s attempt to 

move from a silver to a gold standard.  After explaining these elements, Mises leaves us 

with the following: “(i)t is important to realize these facts because they illustrate the 

difference between conditions as they prevailed in the liberal age and those prevailing 

today in the age of interventionism (Mises 1998, 777).”  Unfortunately this proposition 

borders on being a tautology (the period was interventionistic because it was not free 

from government control).  Although the statement is nebulous, with its assignment of 

the age of interventionism as that which succeeds the “liberal age,” noted monetary 

expert Larry White notes “the turn away from laissez-faire” as a series of events in the 

late 19th-early 20th century (White 2012, 12-31).  Higgs is clearer still: 
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In 1900 the government still approximated a minimal state.  Americans did not 

practice pure laissez-faire—no society ever did—but they still placed binding 

constraints on government…(t)hat long-established restraint has largely dissolved 

during the past seventy years. (Higgs 2012, 4) 

While pinpointing the exact year of the beginning of the “age of interventionism” for the 

facet of monetary and credit manipulation is not central to my argument, we may 

approximate it as the beginning of the 20th century.  Indeed, the start of the Misesian Age 

of Interventionism very much approximates what would become known as the 

Progressive Era. 

Proposition #3: High, Progressive Taxation and “Lavish” Government Spending Mark 

the Age 

Mises makes his point perfectly clear regarding these attributes of the “Age of 

Interventionism:” 

From day to day it becomes more obvious that large-scale additions to the amount 

of public expenditure cannot be financed by "soaking the rich," but that the 

burden must be carried by the masses. The traditional tax policy of the age of 

interventionism, its glorified devices of progressive taxation and lavish spending, 

have been carried to a point at which their absurdity can no longer be concealed.

(1998, 853) 

The sources of Mises’ frustrations are clear.  Consider that, within Mises’ lifetime, 

government spending as a percentage of GDP here within the United States increased 
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three-fold (DiMatteo 2013, 4).  Let us also consider his statement on “soaking the rich.”  

In a discussion in Human Action on confiscatory taxation, Mises offers the following: 

The average man looks at the problems involved with unveiled envy. Why should 

anybody be richer than he himself is? The lofty moralist conceals his resentment 

in philosophical disquisitions. He argues that a man who owns ten millions cannot 

be made happier by an increment of ninety millions more. Inversely, a man who 

owns a hundred millions does not feel any impairment of happiness if his wealth 

is reduced to a bare ten millions only. The same reasoning holds good for 

excessive incomes. (1998, 802) 

Once more, we would have to believe in amazing coincidences to not acknowledge that 

what Mises was talking about was exactly the situation faced by the highest earners in the 

United States around the time of Human Action.  In fact, top earners paid 94% in taxes in 

1944 and 1945.  Historically, the rate on these top earners jumped violently from 25% in 

1931 to 63% in 1932, crept upward and remained above 80% from 1940-1963.  However, 

this period would seem to have passed, with rates plunging from 69% in 1981 to 50% in 

1982.  After further declines in the late-eighties and early-nineties, the rate has hovered 

around 37% (Tax Policy Center, 2020).  However, I acknowledge that this decrease may 

not signal a triumph for classical liberalism, but rather a shift of fiscal policy from 

taxation to deficit spending.   

Proposition #4: The “Professional Economist” is a Mark of the Age of Interventionism

“The development of a profession of economists is an offshoot of interventionism. 

The professional economist is the specialist who is instrumental in designing various 
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measures of government interference with business,” explains Mises (1998, 865).  He 

notes that they are present in a number of locations and occupations, including 

government bureaus, political parties, pressure groups, journalism and business 

consultants.  Concludes Mises: “(t)hey rival the legal profession in the supreme conduct 

of political affairs. The eminent role they play is one of the most characteristic features of 

our age of interventionism (ibid.: 865).”  Unfortunately for our current inquiry, it seems 

difficult to pin down exactly the temporal period Mises has in mind, although he appears 

to indicate that interventionism precedes the professional economist, and he does mention 

earlier that the “early economists” dedicated themselves to genuine economic problems.  

This does not mean that we are completely without clues as to what Mises was 

contemplating.  The American Economic Association, founded in 1885, was created with 

the express purpose of catapulting economists into the foreground of directing 

governmental action.  Furthermore, although not mentioned by name, it seems as though 

John Maynard Keynes could have served as the template for what Mises had in mind.    

Proposition #5: The “Age of Interventionism” Really was an Age (or an “age”) 

Mises wanted the “Age of Interventionism” understood for what it was, an “age.”  

If it is possible for something to be both subtle and obvious, it is that he took the time to 

clarify the concept of “age” within the “Crisis of Interventionism:” “(i)t is a poor 

makeshift to call any age an age of transition. In the living world there is always change. 

Every age is an age of transition (ibid.: 855).”  Yet, Ikeda seems to refute this very point 

“(t)he key to resolving this paradox is to realize that to claim the mixed economy is 

unstable is not the same thing as asserting that it is transitory (Ikeda 1997,215).”  While I 
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agree with Ikeda’s statement as a matter of logic, and believe he came to the correct 

conclusion that the drift towards socialism could be a creep, I do not believe the rationale 

behind his conclusion is clear, because he refutes Mises’ statement about transition.  It 

would seem the “Age of Interventionism” encompasses both unstableness and transition.  

How can this be?  Because the “Age of Interventionism” is itself unstable, possessing 

necessarily the features of interventionism, yet transitory because it is the “last call” 

before falling into the abyss of socialism.  Recall from earlier in this section Mises 

referring to this as the “harvest.”  One harvests or one fails to harvest; one or the other.  

Anyone who has seriously pondered the Misesian Prediction is confronted by the same 

question: what is the tipping point from the “third way” to socialism?  The answer is the 

“Age of Interventionism.” 

IV. Tying up the Loose Ends of the Age of Interventionism

Interventionism can be all those things that Ikeda rightfully attributes back to 

Mises’ critique of interventionism, statements that Mises made: “illogical and unsuitable” 

and “unworkable and unsuitable:” “illogical and unsuitable” because interventionism 

ultimately squanders capital, “unworkable and unsuitable” because a coherent system of 

economic growth cannot be built upon interventionism.  However, the attributes of 

“highly unstable” and “unsustainable” were attributed to interventionism by Ikeda 

himself, in 1997 and 2016, respectively.  Mises understood that interventionism revolved 

around public opinion: “(g)overnments cannot free themselves from the pressure of 

public opinion.  They cannot rebel against the preponderance of generally accepted 

ideologies, however fallacious (1998, 787).”  So, unless we assume the “enlightened 



87 

economic intuition of the layperson,” which we economists generally understand to be 

false, we should anticipate a preponderance in the calls for interventionism.  Of course, 

that same preponderance speaks nothing of interventionism’s effectiveness, or more 

appropriately, lack of effectiveness, in a means-end framework, to achieve the ends 

upon which the means are directed.  So, if we understand the layperson to be poorly-

informed on economic matters, and we anticipate future calls for interventionism, was 

there ever a Paradox in the first place? 

While I am tying up loose ends, I should make some mention as to another 

source concerning the “Age of Interventionism.”  In my research, I have located one 

other set of researchers who have formulated a somewhat comparable temporal period to 

describe the “Age of Interventionism,” and they in fact refer to is at “the age of 

interventionism.”  Although no mention is made of  Mises or Austrian economics, the 

researchers Hill and Hupe, in their 2002 book, describe the age of interventionism as 

beginning with the New Deal policies of the 1930’s and concluding in the 1980’s, to be 

replaced by “the age of the market and corporate government (2014, 84-88).”  While the 

details of what define this period in their eyes are scarce, perhaps it is not coincidental 

that the demise of the age aligns neatly with the modified tax bracket adjustment 

discussed earlier in this section.  

V. Was Mises Right (this time)?

The only way in which to answer the question “was Mises right?” in his 

prediction is to offer a subjective claim on the “Age of Interventionism:” did the 

conditions that comprise what the “Age of Interventionism” was or is change enough to 
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answer the question?  Definitively, no.  However, let us consider the five propositions 

again: 1) the fixing of wage rates, 2) the collapse of laissez-faire monetary policy, 3) 

high-taxation and lavish spending, 4) the emergence of the “professional” economist, and 

5) the age of interventionism as an “age.”  If we picture the “Age of Interventionism” as

the edge of the abyss, what could have been affected to walk ourselves back off the 

ledge?  Proposition #5 is simply a statement.  To reverse the conditions of Proposition #4, 

in a means-end framework, we would have to picture the occupation of professional or 

bureaucratic “economist” as an incompatible mean to reach whatever end that economist 

aims at.  Theoretically, this is even difficult to imagine; how would one go about 

disincentivizing the “professional economist” when their ends are obviously varied?  

Likewise, although we have seen in the last decade or so the emergence of 

cryptocurrency, the return to a truly laissez-faire monetary policy seems unlikely because 

the change required would be both vast and drastic; it would involve revolution, not 

evolution.  This leaves only the “levers” of Propositions #1 and #3 to pull oneself back 

from the ledge. 

So, was Mises right?  Yes, but with caveats.  The “Age of Interventionism” that 

concerned Mises dearly in 1949 ended in the early-1980’s.  As we have already discussed, 

the weakening of the unions and the revamping of progressive taxation of the rich 

significantly altered the salient features that Mises himself identified as those consistent 

with the “Age of Interventionism.”  However, identifying that an Age that began around 

the turn of the 20th- century would end (“the age of interventionism is reaching its end”) 
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around 1949, yet persisted for more than another thirty years, is subjectively 

unimpressive. 

There is still lingering uncertainty whether Mises himself knew the outcome of 

the “Age of Interventionism:” either into the abyss known as socialism or back to the 

continued folly of the “third way.”  In my research, I can only find one additional 

mention by Mises of the “Age of Interventionism.”  In Hülsmann biographical work on 

Mises, he located in the Grove City Archives a letter from Mises to Frederick Nymeyer 

dated 21 June, 1951, that read in part: 

One could take into consideration the abolishment of protectionism in the time of 

Cobden and Chevalier, as freedom of commerce existed within each state, or it 

was at least on its way toward being established. 

Things are very different in the age of interventionism.  Each country has 

a system of varying privileges for individual interest groups…(2007, 899) 

Mises is, of course, referring to the Cobden-Chevalier Commercial Treaty of 1860 (Iliasu 

1971, 67).  This letter is most important in our current discussion because Mises is 

discussing protectionism (in the form of a tariff, a form of interventionism) that was 

abolished, and then specifically counters how things currently are “very different in the 

age of interventionism.”  I am not sure that I can illustrate any clearer that the age of 

interventionism is a subset of interventionism.  This also opens the door, correctly so, for 

there to be multiple ages of interventionism.  So while the age of interventionism that 

Mises addresses in Human Action spanned roughly from 1900-early 1980’s, there is 

nothing necessarily permanent about escaping an age of interventionism.  If Mises were 
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with us today, he may assess the facets of interventionism and declare that we have 

entered a new age of interventionism, or perhaps are about to embark upon one. 

In light of everything we have discussed in this section, I believe further research 

into at least two areas would be both interesting and fruitful.  The first is for further 

inquiry into the age of interventionism, both logically and empirically, to pin down more 

definitively the “age” in question.  By no means do I feel that I have spoken the definitive 

word on the age.  The second would be to reconsider the Misesian Paradox to see if 

indeed there is anything paradoxical about it.  While there is something intuitively 

appealing about attempting to resolve a paradox, and I hold Sanford Ikeda in high esteem 

as an economist, I do not find the Misesian Paradox paradoxical. 

Conclusion 

At the beginning of the final section in the chapter “The Crisis of 

Interventionism,” Mises wrote: “The interventionist interlude must22 come to an end 

because interventionism cannot lead to a permanent system of social organization (1998, 

854).”  For all the reasons we have discussed, the “illogical, unsuitable, unworkable” 

nature of interventionism, Mises felt it must conclude.  However, what he actually 

predicted was an end to the age of interventionism, which, through Mises’ own use of the 

term, I have attempted to differentiate as a subset of interventionism.  Earlier I described 

my approach as “Higgsian,” in that my theory relies on a historical examination and 

contextual clues in an attempt to establish an understanding of the Misesian Prediction. 

22 Emphasis added: mine. 
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In my final bid at attempting to get you, the reader, to seriously consider the 

theory that I have put forth, I would like you to contemplate that we really have four 

options to consider when addressing the Misesian Prediction.  We can either choose to 

ignore it, accept (or at least consider) my theory as the better theory, continue forth with 

the theory we have, or establish a different theory.  The snapshot of my theory states: 

Mises determined interventionism was counterproductive to capital accumulation and 

material wealth, and while he thought it best to have no interventionism in the free 

market, he identified a particularly-viscous subset of interventionism that was directing 

the economy finally towards socialism.  He predicted that this subset, this age, would 

end, and it did, belatedly. 

The current theory states: Mises determined that interventionism was 

counterproductive to capital accumulation and material wealth, and even though 

interventionism has surely been a practice for hundreds, if not thousands of years, in the 

form of currency manipulation (“sweating”, filing, otherwise debasing metallic 

commodity coins), taxation, and war-time economy, and even though Mises identified a 

subset of interventionistic methods that were particularly deleterious to his time, Mises 

predicted that all interventionism would cease on or around 1949, a period of time that 

Robert Higgs described as: 

The great transformation that had been completed by the late 1940s entailed only 

that governmental officials henceforth would either make or effectively constraint 

many of the economic decisions previously made by autonomous private citizens.  
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It entailed also, and more portentously, that the dynamics of the political economy 

from that time forward would take a different shape. (2012, 239) 

Mises would not have made that prediction, and I contend that he did not.  Then we 

would still need to “explain away” the concept of the professional economist who would 

not have existed at the dawn of interventionism.  Alas, my Theory of the Misesian Age of 

Interventionism is surely not unimpeachable, and contradictions will likely be found.  

That is not for a lack of effort on my behalf to attempt to make it beyond reproach.  In his 

recent book, Macroeconomics as Systems Theory, Richard Wagner attributes to George 

Shackle the statement that good economic theory is theory that eases the theorist’s mind 

(2020, 40).  After contemplating the Misesian Prediction for two years, and in 

dissertation having the opportunity to thoroughly pursue its meaning, I may tell you now 

that my mind is at ease.  Although you may not agree with all of my conclusions, I hope 

you will at least consider this a step in the right direction towards a sensible interpretation 

of the Misesian Prediction. 



93 

CHAPTER 3: RECASTING MISESIAN INTERVENTIONISM IN THE 
ELECTORIAL ENTANGLED POLITICAL ECONOMY OF 2020 

Introduction 

Where the first two essays were necessarily-steeped in Austrian economics, the 

present essay changes the lens through which we focus on the action termed 

“interventionism” within economics at large.  My goal is not to show how each facet of  

Misesian interventionism plays out under the entangled political economy, but rather to 

focus on how certain facets appear in modern-day politics within the entangled political 

economy. This essay is also not aimed at pitting Austrian economics versus public choice 

at large, or entangled political economy specifically.  After the passing of Mises, much 

useful research continues to be pursued by the Austrians on the topic of interventionism, 

carried forth by economists such as Murray Rothbard and contemporary economists 

Sanford Ikeda, Robert Bradley Jr. and Christopher Coyne.  When we consider viewing 

Misesian interventionism through an entangled political economy lens, it is important to 

bear in mind that the players are the same, as is the action.  However, much like changing 

seats midway through a Broadway play, what changes is the orientation of the viewer. 

In section two (following this introduction) I set upon establishing for the reader 

what is meant by the term “entangled political economy.”  As Richard Wagner explains 

“(e)ntangled political economy is not some new theoretical orientation…is little more 
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than a theoretical effort to render society once again as the object at which economic 

theory aims (2016, 83).”  This section also explores the entangled political economy’s 

rejection of the term “interventionism,” which generally refers to an exogenous 

governmental force exerting upon the market some outside force or will from “beyond 

the system.”  Conversely, the entangled political economy views such action as an 

endogenous process between actors within a human population system, whether those 

actors are willing participants or not. 

Section three is utilized to set up the action of the following two sections by 

introducing the reader to the concept of the shell game, as presented by Richard Wagner 

in Politics as a Peculiar Business: Insights from a Theory of Entangled Political 

Economy.  Wagner introduces this concept by stating that: “(a)ny resort to macro-level 

explanation in political economy is a form of shell game, in that it diverts people’s 

attention by getting them to look where the action is not (2016, 64).”  Within this section, 

we also cover the concept of residual claimancy to explain one popular feature of the 

entangled political economy that is sometimes overlooked.  While it is possible for 

“government” to pursue policies deemed “fiscal,” it implicitly must transfer that same 

responsibility onto the residual claimants to the political enterprise, the individual 

members of society. 

The next section proceeds to take the Wagnerian concept of the shell game, which 

is an excellent framework for describing political behavior, and applies it to modeling 

actual candidate statements as observed in the 2020 electoral campaign process.  After a 

brief look at existing models of the political process, I develop two separate models that 
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seem capable of explaining much action within the political process, explainable through 

what I call the “plausible shell game” and the “preposterous shell game.”  These models 

will serve the main purpose of this essay, which is to show the usefulness and 

applicability of EPE, and specifically the shell game, to accurately depict a contemporary 

issue within the political economy. 

Building off the previous section, section five attempts to put a value on the 

stakes at hand in the shell game.  Just as in any other game of chance, there must be 

stakes risked and the potential for a greater reward.  Consider for a moment that 

campaign spending in 2020 for the presidency will exceed $11 billion.  As Wagner states: 

“I would say in this respect is that all public projects are undertaken because returns are 

expected by the relevant people to exceed costs.  I realize this statement begs the question 

of just who are the relevant people (ibid.: 205).”  Similarly, we should expect that the $11 

billion spent must warrant a greater expected payoff for the “relevant people” than the 

funds expended.  This section also discusses the potential for perverse emergent orders as 

a result of the incentives at hand for players of the shell game. 

Section six considers the persistence of socialistic thinking in the context put forth 

by James Buchanan in the paper “Afraid to be Free: Dependency as Desideratum.”  

Within that paper, Buchanan sets forth four separate “wellsprings” for socialistic ideas, 

three of which are still present in society, and one of which he found most concerning.  

Also within that paper, Buchanan raises a similar concern to the one he raised in the 

“Soul of Classical Liberalism,” the claim that we economists have largely been 

ineffective in expressing the desirable nature of being free.  I attempt to provide a few 
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words to help address these concerns.  This section will also examine the results of two 

recent Gallup polls, one capturing the changing degree of acceptance or rejection of 

socialism, the other studying how the concept of what is deemed socialism has itself 

evolved.  The paper will end with a few brief closing remarks. 

Entangled Political Economy and the Absence of Interventionism 

Mitchell and Simmons summarized the work of public choice scholars as having 

shown: “that governments do not fix market failures; they usually make things 

worse…the information and incentives that allow markets to coordinate human activities 

and wants are not available to government (1994, 39).”  James Buchanan, a literal and 

literary founding father of public choice, famously quipped that public choice was 

“politics without romance (Shughart, n.d.).”  Buchanan offered the following as a 

definition of public choice: 

(A)nalyses of the behavior of persons acting politically, whether voters,

politicians or bureaucrats…exposed the essentially false comparisons that were 

then informing so much of both scientific and public opinion. In a very real sense, 

public choice became a set of theories of governmental failures, as an offset to the 

theories of market failures that had previously emerged from theoretical welfare 

economics.  (2003, 16) 

We may choose then to consider public choice as the use of economic analysis into the 

realm of politics, which affixes to the body of polity a set of characteristics that mimics 

those of “ordinary” market participants, such as being self-interested and incentive-

driven. 
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Within public choice, there is a strain being developed known as the “entangled 

political economy (EPE),” developed within Richard Wagner’s 2016 book Politics as a 

Peculiar Business: Insights from a Theory of Entangled Political Economy.  EPE 

proceeds by viewing the political economy as a system, with each participant depicted as 

a “node” capable of action, connected to some other nodes either by choice or 

circumstance.  For instance, although I may not affiliate myself with a certain political 

personality, I may certainly be affected by outcomes largely deemed “political” or public 

policy.  Likewise, one may actively seek out connection with a node for any number of 

reasons they deem beneficial.  This orientation is easily captured in the oft-repeated 

advice to “b-school” students, “use your network!”  Further, this interconnectedness 

implicitly rejects the notion of the solipsistic “representative agent” severed socially from 

the rest of society. 

Such a systems-theoretic view of the political economy must also be able to 

capture uniquely-humanistic qualities, such as creativity.  As Wagner explains, not only 

is the pattern of connection amongst nodes important, but also the ability to account for 

the “propagation of creative impulses” that exist in a human population system (2016, 

61).  All action occurs in time, so the progress (or regression) of the human population 

system will occur along the dimensions of time, nodal connections, and the nodes 

themselves.   

One of the unique features that is captured by the EPE perspective of the human 

population system is that no figure sits “on high” above the system, such as in a 

monocentric order, where nodal action would be dependent upon the directions of the 
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“head node.”  EPE captures the lived experience of seeing politicians and bureaucrats at 

our children’s sporting events, shopping at the grocery store or praying in the pews at 

church.  Talk of action by monolithic, inanimate objects such as “the government”, “the 

state” or “the system” is replaced with recognition that all action occurs at the micro-level 

of personal action and interaction.  Such a system would reflect what Ostrom, Tiebout 

and Warren referred to as polycentricity, which recognizes that the responsibility for 

decision-making is not centralized, but dispersed amongst many (2014, 831).  This is not 

to reject the existence of government and private citizen, but rather to illustrate that much 

interconnection exists between what has been traditionally called “government” and 

“market,” indeed creating entanglement.   

Within such a human population system replete with interconnection and 

entanglement, the concept of interventionism must be methodologically rejected.  

Interventionism traditionally holds that an exogenous government utilizes coercion to 

interfere with the natural workings of the market to remedy perceived market failure.  We 

may refer to this type of governance structure as additive political economy.  The 

entangled political economy treats all actors in the economy as endogenous, and all 

actions traceable to individual actors rather than ambiguous business units more broadly.  

What passes for interventionism in economics is reduced to a normal feature within the 

entangled political economy, where individuals utilize the means at their disposal in 

pursuit of individually-determined ends.  This is clearly not the orientation Mises was 

pursuing in Human Action: “the system of the hampered market economy or 
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interventionism aims at preserving the dualism of the distinct spheres23 of government 

activities on the one hand and economic freedom under the market system on the other 

hand (1998, 713).” 

The Public Policy Shell Game and Residual Claimancy 

It seems fitting that with the word “game” appearing in the section heading that 

this section should largely serve as the “setup” for the game discussed in section four, as 

every game needs time for setup.  Recurring back to his book Politics as a Peculiar 

Business (PAAPB), in chapter three, section three, Wagner establishes the model of 

public policy as a shell game.  “Any resort to macro-level explanation in political 

economy,” says Wagner, “is a form of shell game, in that it diverts people’s attention by 

getting them to look where the action is not (2016, 64).”  What might this public policy 

look like?  Wagner uses as an illustration the attempt to tie the number of years of 

education to growth in GDP over some given time period.  “Taking recourse to macro-

theoretic styles of argument is to participate in shell games because there is nothing at the 

macro level that speaks to whatever it is that changes some measure of a rate of growth,” 

asserts Wagner (ibid.:64).  Returning to our discussion from the previous section, in a 

human population system, all action occurs at the individual nodal level, the “action 

level.”  While individual action may be aggregated through the production of statistical 

measures, these measures cannot speak to the reason the underlying plans unfolded as 

they did. 

23 Emphasis added: mine. 
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 Further on in PAAPB, chapter 8, section 6 to be specific, Wagner elaborates on 

the theme of public policy further as describing it as a “node-based search for profit 

(ibid.: 202).”  Here, Wagner distinguishes between orthodox public policy and public 

policy as viewed through EPE: 

Orthodox public policy is articulated in global and not in local terms.  By this, I 

mean that the object denoted as economy is treated as a single entity that is 

subject to modification through top-down policy.  In contrast, entangled political 

economy approaches public policy in local or bottom-up terms…local does not 

mean small.  Rather it means only that policy is an activity that emerges within an 

order and is not some outside insertion into an order. (ibid.: 203) 

Perhaps most tellingly, Wagner establishes the raison d’être of policy: “(t)he creation of 

policy is just another name for the search for profit, and with the search for profit not 

eliminated by nonprofit status but only transformed: gain, betterment, improvement—

these are synonyms for profit for actors who operate in nonprofit settings (ibid.: 204).”   

As surely as we envision the market being populated with some number of 

entrepreneurs, Wagner envisions the entangled political economy possessing 

entrepreneurial politicians engaged in an active, versus passive, search for profits. The 

term “profit” can be construed to mean many things, amongst the possibilities being: 

votes, bribes, or ascendancy into higher office.  To this, Wagner adds: “I would say in 

this respect is that all public projects are undertaken because returns are expected by the 

relevant people to exceed costs.  I realize this statement begs the question of just who are 

the relevant people (ibid.: 205).”  Mises displayed similar considerations in Human 
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Action: “(w)ithout exception all political parties promise their supporters a higher real 

income… (a)ll varieties of the producers' policy are advocated on the ground of their 

alleged ability to raise the party members' standard of living (1998, 315).”  If we picture a 

human population system in which some nodes either denoted as privately organized or 

publicly organized are searching for profit, and profit is deemed desirable, it would be 

difficult to imagine why we would not see the continuation and propagation of such 

behavior.  The Misesian concern over the “third way” of economic organization appears 

not as a concern, but rather as a persistent feature of the EPE, with no obvious trend 

towards greater private or public organization of economic activity. 

In order to more completely round out our understanding of the public policy 

shell game, it would be prudent to include a few statements from Wagner’s most recent 

work on the subject, contained in the new book Macroeconomics as Systems Theory: 

Transcending the Micro-Macro Dichotomy (MAST).  In regards to the redistributive 

nature of the shell game, Wagner writes: 

Fiscal policy is not a source of wealth, so it can’t be stimulatory as against being 

redistributive. Yet the associated budgetary actions are conveyed by a language of 

universal stimulation to an audience that has no good reason to pay attention 

anyway because they can’t change the outcome when their consent is not 

necessary for political action to occur. (2020, 184).  

One feature of the shell game that I need to make explicit now is the concept of 

capital accounts and residual claimancy.  What does it mean when government commits 

to a fiscal policy?  This is best understood by considering the difference between political 
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enterprises and business enterprises, with an understanding that both types of 

arrangements exist within the entangled political economy.  Within a business enterprise, 

any expense incurred (investment, overhead costs, etc.) is recognized as an expenditure 

of capital, with applicable stakeholders (typically, shareholders) expecting a positive 

financial return on the expenditure.  Absent a positive return on their investment, the 

individual stakeholder would be expected to divest themselves of interest in the business 

enterprise and seek more lucrative options.  Put slightly differently, the business 

enterprise must be able to pass a “market test.” 

Conversely, within a political enterprise, every citizen within the geographical 

span of control of that political enterprise becomes a residual claimant.  This arrangement 

is quite different than the market situation just described.  While shareholders enter and 

exit, and models such as the Tiebout Model (1956, 416-424) purport that citizens may do 

the same based on the bundle of public goods offered within some locality, observation 

leads us to believe that citizens are much more strongly “tied-down” to a locality than are 

shareholders to a business enterprise.  Therefore, when a political enterprise pledges 

some measure of fiscal policy, it is the residual claimant, the citizen, whose capital is at 

stake.  Moreover, and to Wagner’s point in the last block quote, regardless of whether the 

expenditure appears “lucrative” as measured by a positive return, the shareholders are 

largely captive.  According to Wagner: “Democracies, however, cannot truly be indebted. 

A set of politicians might approve a debt issue, but politicians come and go while debt 

remains. Public debt is a disguised set of lender–borrower “contracts” where many 

borrowers are forced borrowers (2020, 206).”  The takeaway is that any governmental 



103 

pledge of fiscal activity is merely a pledge of stakeholder capital; it can be no other way 

(Wagner 2016, 113-116).  However, and I need to make this explicit, that is not to say 

that each citizen will contribute equal shares of capital, and more importantly, that each 

citizen will experience profit or loss proportionately or in a randomized-fashion. 

Preposterous Shell Games in Presidential Election Politics 

Several different examples exist by which various authors have attempted to 

capture the dynamics of the supply-side of the electoral process, with supply referring 

here to political candidates rather than voters.  One of the more famous is the median-

voter model and the accompanying median-voter theorem, which states that political 

candidates will adjust their platforms to court the maximum numbers of voters, thereby 

ultimately converging to the same platform (Cooter 2000, 25-27) as their opponent.  

However, empirical tests of the model’s accuracy have been far from conclusive in 

showing the reliability of the model.  Another example is Nordhaus’ political business 

cycle model, which attempts to demonstrate how varying the levels of unemployment, 

inflation and deflation are used purposively to create conducive economic conditions for 

a political candidate’s re-election bid (Nordhaus 1975, 169-190).  Some number of years 

later, Nordhaus produced a follow-up paper where he found little evidence of the political 

business cycle after 1980 (Nordhaus, Alesina & Schultze 1989, 1-68), presumably due to 

the fact that the proverbial “whistle” had already been blown on the scheme. 

It is here that I would like to put forth the Wagnerian model of the “shell game” in 

an entangled political economy as a powerful tool for explaining political candidate 

action, as witnessed in the run-up to the 2020 presidential election.  It will be necessary 
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for me to elucidate certain aspects of the game, such as the relevant players.  However, it 

is not my goal to deviate from the intent of the model and the dynamics it aims to 

capture.  The basic form of the “game,” as adumbrated above, is that the “dealer” prefers 

the “players” in the EPE adopt the orthodox view of public policy, that the “action” 

occurs at the system or macro-level of the economy.  Meanwhile, the dealer is freed to 

seek profit on behalf of themselves and the relevant parties, which we will call “the 

house.”  Now, as in any game of chance, we have a dealer, players, and a house that 

stands to profit based upon the actions of the dealer.  It is of course possible that the 

dealer alone could be the house, as we might witness in street-corner games of chance, 

but in this model the dealer is sponsored by the house.  I would be remiss not to mention 

that, although this examination is specifically-relevant to political candidate shell games, 

the position of “policy maker” is “potentially open to everyone (Wagner 2016, 203).”  

Let us demonstrate the shell game now using actual public policy 

recommendations from one of the presidential candidates.  The successful candidate, or 

rather the candidate who aspires to success, attempts to create what figure 3.1 (top of next 

page) describes as a “plausible shell game.”  In other words, the players must believe that 

there is a modicum of truth to the shell game that the action occurs at the macro- or 

system-level.  Why is this important?  Remember that we are speaking of potential 

candidates who are attempting to sway potential voters to support their campaign.  Where 

the micro-level shell is modeled as solid, because it will indeed always contain the “locus 

of action pea,” the macro- or system-level shell is modeled as consisting of two halves, 

with one of the two halves (plausibility) establishing the possibility in the voter’s mind     
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Figure 3.1 “The Plausible Shell Game:” the player is unsure where the locus of action resides. 

that the action may actually be contained there. 

For election year 2020, one candidate largely built her presidential platform 

around the concepts of universal free public college and cancelling student loan debt.  

These may generally be considered the policies, which later will need to take the form of 

law to enact, and ultimately result in budgetary actions and appropriations.  These 

policies also seem to come dangerously close to announcing the winners of the game in 

advance, but the claims actually become even more transparent the further one 

investigates.  One particular claim was that: “(e)xperts estimate my debt cancellation plan 

creates a one-time cost to the government of $640 billion (Warren 2020).”  As explained 

earlier, the government is incapable of claiming fiscal responsibility for any spending 

measure without passing that cost directly off to the residual claimants, the taxpayer, or 

“player” in the game.   
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The part of the candidate’s claim that attempts to shift the perceived action to the 

system-level, and make her public policy recommendations appear stimulatory rather 

than redistributive, states: “(t)he experts also conclude that my plan will likely provide a 

boost to the economy through consumer-driven economic stimulus, improved credit 

scores, greater home-buying rates and housing stability, higher college completion rates, 

and greater business formation.”  At the risk of sounding cynical, there is no mention of 

who the “experts” are, what a “consumer-driven economic stimulus” actually entails, 

how a higher credit score actually improves the economy, or why a greater home-buying 

rate or higher college completion rate must be advantageous.  For instance, consider The 

Case Against Education, where for the vast majority of potential students, a college 

education is a poor investment (Caplan 2019), and therefore unwise to begin at all.  A 

tangent to Caplan’s argument is that, under universal “free” public college, many students 

would pursue education despite it being a poor investment because they would effectively 

be “insured” against the negative financial repercussions of the risk, a concept referred to 

as moral hazard (Rowell & Connelly 2012, 1051-1075).  Returning back to the 

candidate’s claims, even the phrase “greater business formation” only warrants mention if 

the new businesses utilize capital more efficiently versus their competitors, or perhaps 

invent something that either boosts productivity or otherwise enhances the quality the 

life. 

Perhaps most blatantly, the candidate makes the claim that “(m)y plan for broad 

student debt cancellation will…(s)ubstantially increase wealth for Black and Latinx 

families and reduce both the Black-White and Latinx-White wealth gaps (Warren 2020).”   
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Figure 3.2 “The Preposterous Shell Game:” with plausibility missing from the macro-level action 
shell, the player knows where the locus of action resides. 

This, recurring to figure 3.2 above, is an example of what we will term a “preposterous 

shell game.”  The dealer has chosen to announce in advance of gameplay who the pre-

selected “winners” are; put differently, the dealer is announcing at least some of the 

members of “the house.”  The preposterous shell game removes the modicum of 

plausibility that game action will occur at the system-level to the universal betterment of 

all players, leaving only half a shell by which to try to obscure the true source of action.  

In a shell game where the pea never leaves the micro- or action-level, will half a shell 

representing the system-level be enough to fool any players into believing the action 

resides there?  It seems unlikely, unless we model people as fools, and as one of my 

former professors used to say in lecture “any theory that starts with people being stupid is 

a bad theory.”  However, a shell game this blatant is akin to walking up to a blackjack 
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table where the cards have already been dealt face-up, and the player is allowed to view 

his hand as well as the dealers before deciding whether or not to wager.  If the player has 

clearly been dealt a losing hand, we should reasonably expect them to continue their 

search for a new dealer. 

Monetizing the Shell Game 

This is not to say that the preposterous shell game will be unappealing to every 

player that steps to the table.  Certainly in the example provided, anyone currently 

possessing student loan debt or pre-selected to benefit disproportionately in relation to 

others may find the shell game highly-appealing.  Consider as an example that the 

average U.S. taxpayer funded $234 towards the $33 billion in farm subsidies paid out in 

2019, without any noted correlation of such subsidies to lower food prices for the 

consumer (Boyce 2019).  Certainly the farmer, “the house,” should not be expected to 

call the game to an end.  At this time, the player could either choose to continue 

searching for what they perceive to be a higher-valued game, align with “the house” they 

view to be most lucrative out of those visited, or attempt to drop-out of the game entirely 

and accept whatever fate is dealt them through the electoral process.  Economists dub the 

latter option rational ignorance, where the cost of being engaged or knowledgeable on a 

subject is greater than the expected value, as explained by Downs (1957, 149). 

Why do candidates engage in shell games?  Like anything else that we may deem 

economizing action, candidates are using the means at their disposal in an attempt to 

attain their desired ends, and they are doing their best to be effective in their actions.  

Certainly, the campaign manager, candidate and supporters did not set out upon building 
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a preposterous shell game.  As Wagner once stated “(n)o potential candidate for elected 

office becomes an actual candidate without acquiring supporters and investors (2016, 

27).”  Christopher Coyne adds to this that “(p)eople typically associate competition with 

markets, but from the perspective of political economy, the political process also is 

characterized by competition over the distribution of resources (2013, 93).”  Those 

“supporters and investors,” once more, form “the house” of the shell game, and may lend 

their support in any range of activities such as voting, aiding in the campaign by posting 

signs and recruiting fellow supporters, or even donating. 

Building forth on the theory of praxeology as pertains to the players, or “the 

house,” Gordon Tullock offers an interesting analogy of rent-seeking to lottery games 

(2005, 85-94).  Rent-seeking, according to Tullock, is similar to purchasing a lottery 

ticket, in that the “prize” one hopes to win exceeds the price of the ticket, with the player 

choosing how many tickets they wish to purchase, thereby increasing their odds of 

success.  In the model of the shell game, the voter’s participation in the game, their 

wager, may be as simple as their vote or as large as the amount campaign donations are 

capped at being (subject to their means, of course).  If we consider a voter with $200 

thousand in student loan debt, voting for or even donating to the candidate’s campaign 

discussed in the previous section is a rational action, provided she believes that the 

candidate: 1) has a reasonable chance of being elected, and 2) will uphold their public 

policy recommendations once elected. 

While I was not able to locate reliable campaign spending data on the candidate 

previously-discussed, we do know that campaign spending across all candidates in 2020 
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will exceed $11 billion, a new record (Schultze 2020).  To recur to an earlier quote by 

Wagner in this chapter, we can safely assume that the benefits to the “relevant people” 

will exceed $11 billion, possibly by a staggering magnitude, as demonstrated in the 

language of the failed-candidate’s $640 billion “debt-cancellation” plan.  Considering 

that the failed-candidate’s shell game lacked plausibility, and there are large fortunes at 

stake, we can rest-assured that the relevant parties are now busy working on creating a 

plausible-sounding foundation for the next attempt to bring the shell game to fruition. 

What we have done up to this point is deconstruct one candidate’s shell game, and used it 

to illustrate the differences between plausible and preposterous shell games.  What if we 

started with a contentious issue and attempted to build our own shell game out of it? 

One of the most contentious issues to be revived in the EPE within the last two 

years is the debate over whether or not the descendants of slaves are owed reparations, 

which led to Congressional hearings last year (Gonzales 2019) on the matter.  It would 

seem that these arguments can advance on two primary fronts, one claiming to be 

economic (“the country was built on slave labor”) and the second being ideological 

(“social justice dictates the righting of this wrong”).  Whichever path of argument is 

pursued must ultimately arrive at the conclusion that a minority of the population (the 

descendants of former slaves) should be compensated financially by the majority, for past 

acts occurring several hundred years ago that today’s majority could not plausibly have 

affected.  We see that we have most of the necessary elements of a shell game: a “house” 

composed of relevant parties, some level of political sponsorship, action occurring at the 

nodal level to create the narrative and momentum to bring this about (the “pea”).  What is 
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lacking, indeed the crucial missing element, is how to add a modicum of plausibility to 

reparations being for the betterment of all parties (the system-level) versus the 

appearance that it entails nothing more than simple redistribution.  Because there are 

potentially large sums at stake, it is certain that various relevant parties are busy trying to 

create this narrative, and to some extent, they have made in-roads.  In July 2020, the city 

council of Asheville, North Carolina voted to “pay financial restitution to African 

American residents (Dwyer 2020).”  Further, at the end of September, the governor of 

California formed a nine-member task force to develop a proposal for the payment of 

reparations, reportedly: “(t)he reparations would not be limited to slavery, but the law 

requires the task force to give special consideration for Black people who are descendants 

of slaves (Beam 2020).” 

Perhaps it is necessary for me to explain at this late stage in this section that what 

you have read is meant to be explanatory, rather than hortatory.  In other words, it is not 

certain that the EPE benefits in any manner from the creation and playing of “better” 

shell games.  On one hand, in the world of electoral EPE, the advancement of more 

plausible shell games may cause voters to engage in more research and become better 

educated both about political candidates and economics, which most economists would 

consider a positive outcome.  However, and to Wagner’s earlier point about players 

providing a passive audience in non-electoral EPE, the presence of better-veiled shell 

games may lead to their proliferation, with ever-more resources dedicated to the creation 

of such games.  I believe this question would make an excellent topic of inquiry for 

future scholars hoping to provide a better understanding of the EPE.  To this, I would like 
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to nominate one other topic for consideration.  In a paper on perverse emergent orders, 

Martin and Storr state: “(l)ike language, the common law, society itself and other positive 

spontaneous orders, perverse emergent orders are the result of human action but not 

human design. But, unlike positive spontaneous orders, perverse emergent orders cannot 

be said to be socially beneficial (2008, 74).”  While the shell game itself is certainly of 

human design, might not the emergence of the preposterous shell game represent a 

perverse emergent order?  To be direct, if preposterous shell games are prevalent, what 

does that say about the proposer’s view of the voter, and if the voter does not demand 

transparency, what is the voter implicitly saying about themselves? 

Persistence of Socialism and the Fear to Be Free 

Much of the first two chapters were spent discussing Mises’ critique of 

interventionism, the prevalence of interventionism and suitability of the “third way.”  In 

the EPE, the persistence of the intertwining of private and polity would appear to be a 

normal, persistent feature.  However, this is not to say that the emergence of socialism is 

impossible.  In a 2019 Gallup poll where Americans were asked whether socialism was a 

“good thing” for the United States, a “bad thing,” or “no opinion,” a staggering 43% 

replied it was a good thing.  Asked the same question at the onset of World War II, only 

25% of Americans believed socialism was a good thing for their country (Younis 2019).  

What should we make of not just the persistence of a collectivist ideology, but indeed 

what appears to be its growth?  This question is not easily answered. 

In Chapter 8 of Human Action, titled “Human Society,” Mises discusses the 

shifting ideology surrounding the word “liberalism” (referring to classical liberalism) and 
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what he called “pseudo-liberalism (1998, 153).”  In a separate Gallup poll from the one 

mentioned above, taken a year earlier (for ease, the “2018 poll”), we can witness the 

shifting of the very meaning of the word “socialism” to the respondents.  Coincidentally, 

the first instance of this poll was taken in the same year Human Action was originally 

published.  At that time, one-third of Americans surveyed defined socialism the same 

way as it has been used throughout this paper, as government control over the means of 

production and centralized production planning.  When the question was repeated in 

2018, only half as many respondents chose that definition as appropriately identifying 

socialism.  The second-most popular answer selected, socialism as “equality,” (equal 

standing for everybody, all equal in rights, equal in distribution) roughly doubled in 

number of respondents from 12% in 1949 to 23% in 2018.  Interestingly, one in three 

people in 1949 and one in four people in 2018 had “no opinion” on what constitutes 

socialism (Newport 2018).   

This shifting lexicon, of course, makes it difficult to interpret the results of the 

polls when viewed together.  An increasing number of Americans today (as a percentage 

of the population) think socialism is good for the United States, but their interpretation of 

what socialism actually is remains widely dispersed, with seven different definitions 

receiving at least 5% of votes24.  Further complicating interpretation is the fact that, 

although nearly as many people in 2019 thought socialism was “a good thing” (43%) as 

opposed to a bad thing (51%), respondents viewed the free-market as holding superiority 

24 If 5% seems like a low threshold, keep in mind that 25% of respondents offered no definition 
whatsoever. 
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versus government control in six of the eight sectors mentioned (Younis 2019).  One 

thing that is clear is that the majority of respondents to the 2019 poll recognized the 

predominance of the “third way,” with two-thirds stating that the economy is either an 

equal mix of free-market and government, or influenced to a greater degree by 

government than free-market principles (ibid.: 2019).  

James Buchanan witnessed first-hand, over his illustrious career, this perversion 

of what the term socialism meant and what ideology it was evolving to encapsulate.  In 

his 2005 essay, “Afraid to be Free: Dependency as Desideratum,” Buchanan neatly 

delineated between the sources of socialism.  “There are,” explained Buchanan, “at least 

four…wellsprings of ideas that motivate extensions in the range and scope of collective 

controls over the freedom of persons to act as they might independently choose (2005, 

20).”  The first, according to Buchanan, was managerial socialism, which closely 

parallels with the definition of socialism used within this dissertation (as discussed a few 

paragraphs earlier).  This is socialism in the form that was fought against vehemently by 

both Mises and Hayek, through what became known as “the socialist calculation debate.”  

The persistence of this form extended well into the second half of the twentieth-century, 

with Warren Nutter (1962) exposing the fallacies of superior production in the Soviet 

Union under their version of the “command economy,” contra the beliefs of many 

Western economists at the time who did not comprehend that particular shell game.  This 

version of socialism, according to Buchanan, has been dealt its death knell, perhaps 

warranting the appropriateness of the shifting meaning in the present-day use of the term 

“socialism.”  
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The second form identified by Buchanan was paternalistic socialism, which, as 

the name indicates, takes the form of a superior being imposing on the individual a 

“value” that the individual is not intelligent enough to comprehend for themselves.  

Buchanan uses as examples the fights against obesity and tobacco usage (2005, 22).  He 

also cites Hillary Clinton’s failed attempt at remaking the health care industry as a sign 

that paternalistic socialism was not a major ideological concern in a “push” towards 

socialism, but in light of the advent of Obamacare, reconsideration of this point may be 

warranted.  Third amongst the “wellsprings” of ideas tending toward collectivization is 

distributionist socialism.  According to Buchanan: 

Support for extending this tax-transfer budget, as motivated by strictly 

redistributionist objectives, may, however, be much less than implied by the oft-

encountered class warfare demagoguery of electoral politics. The poor, the 

distributionally disadvantaged, are not observed to be using the majoritarian 

processes of democracy to exploit the rich, at least beyond relatively narrow 

limits.  (ibid.: 23) 

Once more, distributionist socialism did not represent a strong push towards the poor 

exploiting the rich, but rather a shell game for politicians to use the veil of class warfare 

to primarily advance their own interests. 

Lastly, and to Buchanan, most importantly, was the issue of parental socialism.  

While this may seem in spirit to resemble paternalistic socialism, and linguistically sound 

similar, the two represent opposite ends of a spectrum.  Wherein paternalistic socialism 

represented the need for the ruler to impose their will, parental socialism encompasses the 
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desire to have a will imposed on oneself.  Indeed, parental socialism embodies the notion 

of being afraid to be free.  It was this parentalistic socialism that gave Buchanan the 

greatest concern for the first half of the twenty-first century: 

…the source for extension in collective or state control here is “bottom up” rather 

than “top down,” as with paternalism.  Persons who are afraid to take on 

independent responsibility that necessarily goes with liberty demand that the state 

fill the parental role in their lives.  They want to be told what to do and when to 

do it; they seek order rather than uncertainty, and order comes at an opportunity 

cost they seem willing to bear.  (2005, 24) 

This would seem to only intensify in the EPE what Jane Jacobs (1992) described as the 

“monstrous moral hybrid” of the overlapping of a guardian syndrome and commercial 

syndrome, with people willingly ceding freedom for yet more guardianship. 

Buchanan begins to close out his paper in a rather damning fashion: “adherents of 

classical liberalism, and especially economists, have not been sufficiently concerned with 

preaching the gospel of independence (2005, 27).”  I do not fool myself with disillusions 

of grandeur by thinking I will single-handedly reverse this trend through the dozen or so 

people who will ever read this dissertation, but I would like to address Buchanan’s call 

the best I can over the next couple of paragraphs.  What do we mean when we speak of 

being free?  Is the person manning a headset at a call center, who must sign off his phone 

every time he gets up from his desk, free?  When that same person must enter a code into 

his phone to justify every second he is not taking inbound calls, is he free?  When “the 

boss” can recite back to him exactly how many minutes he spent in the restroom each day 
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of the work week, is he truly free?  The answer, of course, is yes, he may simply log off 

his phone, walk past the restroom out to the parking lot, and disappear.  Likely some, 

perhaps most people would disagree with this statement and mention the person’s 

responsibilities and commitments, but those are all self-imposed.   

The real issue is that there seems to be two primary types of freedom, and people 

conflate these two types.  There is what is dubbed as “financial freedom,” which 

essentially means that you have amassed enough savings to feel “secure” and may do as 

you please, within the limits of the law, and there is freedom in a classical liberalistic 

sense.  That freedom, we will call it “the first freedom,” is the stepping stone to the 

second freedom, freedom in a financial sense. Classical liberalism stated that one has the 

right to own property and benefit from its use, as well as freely enter contractual 

obligations, and the rule of law is essentially limited to the protection of these two rights.  

The first freedom made it incumbent upon the individual to figure out their path to the 

second freedom, or whatever end they should choose.  Whether we consider Misesian 

interventionism and redistribution, Buchanan’s “wellsprings” of socialism or Wagnerian 

shell games, the common thread is a politically-motivated vision of at least partially 

satisfying the desire for the second freedom while relieving people the burden of the first 

freedom. 

Why must the first freedom be a burden?  It is a burden because the success or 

failure of the individual is based solely on their ability to navigate an ambiguous path 

through life.  While the call center employee from an earlier paragraph is free to leave his 

post, it is likely incredibly unwise and irresponsible for him to do so, and that imposes a 
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burden.  When I used to impress my co-workers at McDonald’s with my ambidexterity 

by flipping hamburgers with a spatula in each hand simultaneously, I had a neat parlor 

trick that entitled me to a minimum-wage salary.  For someone with a unique talent that 

the local market doesn’t reward instantaneously, the first freedom creates a burden, the 

burden of search to attain one’s highest market value.  This leads me to two thoughts.  

The first is in a paper by Martin and Storr that I cited earlier discussing perverse 

emergent orders, where they speak of the Bahamian tradition of Rabbyism (2008, 82-86).  

Isn’t it more impressive to use one’s cunning and wit to outsmart someone of their 

possessions than it is to work hard and remain honest?  Isn’t acquiring other’s wealth 

through means other than hard work “sexier?”  In a morally-impoverished society, it may 

be.  This also calls to mind Robert Higgs in Crisis and Leviathan (1987) where he recalls 

a time not long ago where people were largely free to create their own path, but 

government regulation continues to encroach on the width of the path, perhaps creating 

nothing more but a lane.   

Freedom creates burden in that it necessitates taking risks, potentially leading to 

spectacular failure.  Would not some of my classmates be better off not having incurred 

six-figures of debt to complete their Ph.D?  Time will tell, but they had the courage to 

exercise their first freedom.  What do I say of my classmate who began the program 

homeless and living out of his car?  Or the fact that I would comfortably wager a four-

figure sum that he was not the only one?  I doubt he found his circumstances “sexy,” but 

he carries on tirelessly, all the while never mentioning his earlier circumstances.  You 
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see, he is a better economist than I, and he knows better than to talk about such anecdotal 

experiences.   

In the end, what Mises, Buchanan, Higgs, Wagner, Boettke, Coyne and many 

other economists realize is that humankind is not led to prosperity through the political 

process.  Anyone wielding, as Mises used to put it, the instruments of “compulsion and 

coercion” may seek to “level” wealth across a population, but this falls short of what is 

generally promised, the “raising” of material standards for some or all members of that 

population.  Furthermore, such attempts at leveling ignore the natural competitiveness 

resident in human actors.  If polity promises “a BMW and a bachelor’s degree for all,” 

the competitor will strive for a Mercedes and a master’s degree, or better.  The feast of 

life never reveals itself fully to anyone who chooses to subsist off other’s scraps.  

Meanwhile, the biggest loser in the shell game is the one who fails to recognize the 

presence of the game. 

Conclusion 

In this final essay, we have explored the main tenets of the entangled political 

economy, including the absence of what is normally referred to as interventionism and 

the presence of ongoing entanglement between business enterprises and political 

enterprises as a persistent feature of the EPE.  Next, we discussed the political candidate 

shell game and the concept of residual claimancy.  This paper debuted two separate 

models of political candidate action, as represented in the plausible and preposterous 

shell game models.  These models serve as fulfillment of my primary goal of this essay, 

which was to utilize aspects of EPE to model a contemporary issue.  We considered the 
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value of the stakes wagered and the potential payoffs under the theme of monetizing the 

shell game.  Finally, we considered the implications of the results from two recent Gallup 

polls concerning socialism in light of the 2005 James Buchanan paper, “Afraid to be 

Free: Dependency as Desideratum.” 

While attempting to elaborate the Wagnerian shell game of “public policy as 

profit seeking” into the realm of electoral political competition, I also identified 

additional directions for this research to spin off to, including refining the models as 

developed and investigating whether such shell games are a form of perverse emergent 

order.  I am afraid that I have only begun to scratch the surface on the explanatory powers 

that such modeling may hold to explain campaign behavior and structure.  As this is still 

an active area of research, including development by Richard Wagner himself, I am 

excited to see what future discoveries await.    
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