Ludwig von Mises:
The Political Economist of Liberty
PART I

BY RICHARD M. EBELING

ver a professional career that spanned almost
three-quarters of the twentieth century, the
Austrian economist Ludwig von Mises was
without any exaggeration one of the leading and most
important defenders of economic liberty. The ideas of
individual freedom, the market economy, and limited
government that he defended in the face of the rising
tide of socialism, fascism, and the interventionist welfare state have had few champions as clear and persuasive as Mises. He was also the most comprehensive and
consistent critic of all forms of modern
collectivism. Furthermore, his numerous
writings on the political, economic, and
social principles of classical liberalism and
the market order remain as fresh and relevant as when he penned them decades
ago.1
Born in the city of Lemberg in the old
Austro-Hungarian Empire on September
29, 1881, Mises came from a prominent
family of Jewish merchants and businessmen. His great-grandfather Mayer Rachmiel Mises was honored with a nobility Ludwig von Mises
title for his service to the Emperor Franz Joseph as a
leader of the Jewish community in Lemberg, a few
months before Ludwig was born.2
Ludwig’s father, Arthur, moved his family to Vienna
in the early 1890s where he worked as a civil engineer
for the Imperial railway system. Ludwig attended one of
the city’s leading academic gymnasiums as preparation for
university studies. He entered the University of Vienna
in 1900 and received his doctoral degree in jurisprudence in 1906. In 1909 he was employed by the Vienna
Chamber of Commerce, Crafts, and Industry, and con-
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tinued to work at the Chamber as a senior economic
analyst until he left Vienna in 1934 to accept a full-time
teaching position at the Graduate Institute of International Studies in Geneva, Switzerland. Besides his work
at the Chamber, Mises also taught at the University of
Vienna, led an internationally renowned interdisciplinary private seminar, and founded the Austrian Institute
for Business Cycle Research in 1927, with a young
Friedrich A. Hayek as its first director.3
It was during his years in Geneva, between 1934 and
1940, that Mises wrote his greatest work in
economics, the German-language version
of what became in English Human Action:
A Treatise on Economics.4 In the summer of
1940, as the Nazi war machine was finishing its conquest of western Europe, Mises
and his wife made their way from Switzerland to the United States, where he spent
the rest his life continuing his writings and
also teaching for most of those years at
New York University, until his death on
October 10, 1973, at age 92.
In addition, in both Vienna between
the two world wars and then again in post-World War II
America, Mises demonstrated a unique ability to attract
intellectually creative students around him, thus fostering new generations of scholars to continue the ideas of
the Austrian school of economics.
An appreciation of Mises’s defense of freedom
requires an understanding of the political and ideological trends of the first half of the twentieth century.
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highest forms of political wisdom and “statesmanship,” in
place of “inflexible” constitutional restraints that limited
the discretionary power for government intervention.
Members of the German Historical School argued
that old-fashioned classical liberalism had been purely
“negative” in its understanding of freedom, and in advocating that government’s role was simply to secure the
lives, liberty, and property of the citizenry from violence,
aggression, and fraud. Government, they said, had to be
more “positive” and active in providing social safety nets
for the masses against the uncertainties of life. Hence,
they and their “progressive” followers in England,
France, and especially the United
States soon were referring to their
ideas as a newer and more-enlightened
“liberalism,” which would create a
truer and more complete “freedom”
from want and worry.6 The concept of
liberalism, most particularly in the
United States, was changing from a
political and economic philosophy of
individual liberty and free enterprise
under the rule of law and limited government, to a notion of political paternalism with an increasingly intrusive
hand of government in the social and
commercial affairs of its citizens.7

ism” had meant belief in and devotion to personal freedom, constitutionally limited government, the sanctity
of private property, as well as freedom of enterprise at
home and free trade among the nations of the world.
But even before World War I many of those who
labeled themselves “liberals” were in fact advocates of
what a few decades earlier had been called “state socialism” in prewar Imperial Germany. For almost 40 years
before World War I, many of the leading German economists, historians, and political scientists—who became
widely known as members of the German Historical
School—had argued that the socialists had been correct
in their criticisms of free-market capitalism. The unregulated market, they
said, resulted in an exploitation of the
workers and a disregard of the
“national interest.”Where the socialists
had gone wrong, they insisted, was in
their radical demand for a revolutionary overthrow of the entire existing
social order.
What Germany needed instead,
they stated, was “state socialism,” under
which social reforms would be introduced to ameliorate the supposed
“excesses” of unbridled laissez faire.
The German Historical School supported and encouraged the imposition
of the modern welfare state by the
German “Iron Chancellor,” Otto von
Bismarck, in the 1880s and 1890s.
Socialized medicine, state-managed
old-age pensions, minimum-wage
laws, and government-sponsored public housing and recreational facilities would provide
“cradle to grave” security for the “working classes,” and
would thus lure them away from the more-radical proposals of the Marxian socialists.5
At the same time, government regulation of industry
and agriculture through tariffs, cartels, and subsidies, as
well as production and price controls, would assure that
the activities of the “capitalist class” would be harnessed
to what the political authorities considered to be in the
“national interest.” Pragmatism and expediency in all
economic and social policy decisions were hailed as the

Anticipating the
triumph of Hitler and
his National Socialist
(Nazi) movement in
1933, Mises warned
in 1926 that many
Germans were
“setting their hopes
on the coming of the
‘strong man’—the
tyrant who will think
for them and care
for them.”

Socialism and Nationalism

he last decades of the nineteenth
century also saw the growth of
two other modern forms of collectivism: socialism and nationalism.
Their common premise was that the
individual and his interests were always potentially in
conflict with the best interests of society as a whole.The
Marxists claimed to have discovered the inescapable
“laws of history,” which demonstrated that the emergence of the division of labor and private property split
society into inherently antagonistic social “classes.”
Those who owned the means of production earned rent
and profit by extracting a portion of the wealth produced by the non-owning workers whom the owners
of productive property employed in agriculture and
industry.
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Eventually this class conflict would lead, through a
process of historical evolution, to a radical and revolutionary change in which the workers would rise up and
expropriate the property of the capitalists. After having
socialized the means of production, the new workers’
state would introduce central planning in place of the
previous decentralized and profit-oriented production
plans of the now expropriated capitalists. Socialist central planning, it was claimed, would generate a level of
production and a rising standard of living far exceeding
anything experienced during the “capitalist phase” of
human history. This process would culminate in a “postscarcity” world in which all of man’s wants and wishes
would be fully satisfied, with selfishness and greed abolished from the face of the earth.8
The proponents of aggressive nationalism argued that
there was, indeed, an inherent conflict among men in
the world.9 This antagonism, however, was not based on
social classes as the Marxian socialists defined them.
Instead, these conflicts were between nations and
national groups. Unfortunately, the nationalist ideologues said, individuals within nations often acted in
ways inconsistent with the best interests of the nation to
which they belonged. Thus the particular interests of
businessmen, workers, and those in various professional
groups had to be regulated and controlled for the furtherance of the greater national good. As a result, aggressive nationalism dovetailed—especially, though certainly
not exclusively, in Imperial Germany—with the interventionist and welfare-statist policies of state socialism
and the newer “progressive” liberalism.
Commercial and military conflict among the nations
of the world was inevitable in the eyes of these nationalists.The prosperity of any one nation could only come
at the expense of other nations. Hence, the task of all
national statesmen was to foster the power and triumph
of their own national group through the conquest and
impoverishment of others around the world. Since no
nation would willingly accept its own political and
material destruction, war was an inescapable aspect of
the human condition. Militarism and the martial spirit
were likewise hailed as both necessary and superior to
the “individualistic” and “pacifistic” spirit of production
and trade.10
The culmination of these collectivist tendencies was
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the outbreak of World War I in 1914, an analysis of the
causes and consequences of which Ludwig von Mises
offered in his 1919 volume, Nation, State, and Economy.11
The Great War, as it was called, not only brought forth
the triumph of the nationalistic spirit; it also saw the
imposition of various forms of socialist central planning
as virtually all the belligerent nations either nationalized
or thoroughly controlled private industry and agriculture in the name of the wartime national emergency.
The governments at war also established welfare-statist
rationing and regulation of all consumer production
since the needs of total war required total state responsibility for the supposed well-being of entire populations.
Out of the ashes of World War I there arose new
totalitarian states, first with the establishment of a communist dictatorship in Russia following the Bolshevik
Revolution of 1917 under Lenin’s leadership, and then
with the rise to power of Mussolini and his Fascist Party
in Italy in 1922. Both the communists and the fascists
rejected the ideas and the institutions of classical liberalism. Constitutional government, the rule of law, civil liberties, and economic freedom were declared by both
these variations on the collectivist theme as reactionary
hindrances to the success of, respectively, the worker’s
state in Soviet Russia and national greatness in Fascist
Italy. Both communism and fascism insisted that the
individual needed to be “reeducated” and made to conform to the wider socialist or nationalist good.The individual was to be reduced to a cog in the machinery of
the all-powerful and all-planning state.12
Germany’s defeat in the war had resulted in political
and economic chaos, which culminated in the disastrous
hyperinflation of the early 1920s.13 Many of the social
and cultural anchors of German society were unhinged
by the war and the inflation.14 A growing number of
Germans longed for a “Leader” to guide them out of the
morass of political instability and economic hardship. In
1925 Mises analyzed these trends in Germany and concluded that they were leading the German people
toward a “national socialism,” instead of either classical
liberalism or Marxian socialism.15 Anticipating the triumph of Hitler and his National Socialist (Nazi) movement in 1933, Mises warned in 1926 that many
Germans were “setting their hopes on the coming of the
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