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In this essay I discuss three issues that may arise when a reader uses the Mises Institute’s
“Scholar’s Edition” of the treatise to study Mises’s economics. First, it shows that Mises used both
an narrow and a broad definition of the term “praxeological law.” Second, it explains Mises’s
decision in his 1963 third edition (1966 third, revised edition) to replace three paragraphs on the
subject of “Freedom” that were in the original, 1949 first edition of the treatise with several pages
of text. Third, it presents a harsh critique of the rationale behind the Mises Institute’s decision to
choose the 1949 edition, instead of the 1966 edition as its Scholar’s edition. I argue that this decision
can be traced to the Institute’s effort to promote Rothbard’s ethics and to disregard Mises’s
economics as a science of the means.

1. THE MEANING OF THE PRAXEOLOGICAL LAW

Mises used the term “ praxeological law” or “laws of praxeology” in both a narrow sense and a
broad sense. In its narrow sense, the term refers to the prerequisites and necessary characteristics of
action. This usage is illustrated in the following quote.

In speaking of the laws of human action we refer to the fact that such an inexorable interconnectedness of phenomena
is present also in the field of human action as such and that acting man must recognize this regularity too if he wants
to succeed. The reality of the laws of praxeology is revealed to man by the...fact that his power to attain chosen ends
is restricted and conditioned. In the absence of laws man would either be omnipotent and would never feel any
uneasiness which he could not remove instantly and totally, or he could not act at all (HA: 761; SE: 755).1

1This passage appears both in his 1966 third and revised edition and in the “Scholar’s edition” of Mises’s
treatise, Human Action. In this essay, I use the acronyms HA and SE, respectively to refer to these
publications.
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In this passage, Mises defines the “laws of human action” (first sentence), he tells that actors must
account for these laws in their choices if they want to attain their ends (second sentence), and he tells
how the pure praxeologist can prove their existence by means of a counterfactual imaginary
construction (third sentence). But he does not suggest that laws of praxeology include the laws, or
theorems, of economics. Because of this, I call the meaning expressed in the passage the “narrow
meaning.”

A casual reader of HA might get the impression from this statement that the praxeological law
refers only to the prerequisites and necessary characteristics of action. Perhaps this was the
impression gained by three Mises Institute “scholars” – Jeffrey M. Herbener, Hans-Hermann Hoppe,
and Joseph Salerno (HHS) – that the praxeological law refers to “the law of cause and effect in
human affairs” (SE: xxii).2

Adapting to the Division of Labor Law
This impression notwithstanding, Mises also uses the term “praxeological law” in a broad sense.

This is most evident in the concluding two paragraphs of HA. His aim in these paragraphs is to focus
the reader’s attention on the new knowledge produced by the classical economists, namely, the
division of labor law. He wants to distinguish the restrictions due to this law from restrictions due
to other factors. To do this, he begins by identifying three classes of restrictions.

Man’s freedom to choose and to act is restricted in a threefold way. There are first the physical laws to whose
unfeeling absoluteness man must adjust his conduct if he wants to live. There are second the individual’s innate
constitutional characteristics and dispositions and the operation of environmental factors; we know that they influence
both the choice of the ends and that of the means, although our cognizance of the mode of their operation is rather
vague. There is finally the regularity of phenomena with regard to the interconnectedness of means and ends, viz., the
praxeological law as distinct from the physical and from the physiological law (HA: 885; SE: 881).

In this paragraph, he distinguishes restrictions due to
“the praxeological law” from restrictions due (1) to the
laws of nature and (2) to individuals’ “particular charac-
teristics” and “dispositions.” He goes on in his final
paragraph to elaborate on the praxeological law restric-
tion.

He writes that to elucidate this restriction is the task
of the praxeologist and the economist. “The elucidation
and the categorial and formal examination of this third
class of laws of the universe,” he writes, “is the subject
matter of praxeology and its hitherto best-developed
branch, economics.” Economics, he goes on, consists of a body of economic knowledge. This

Mises’s two senses of the term
“praxeological law”:
1. Narrow sense: the prerequisites and

necessary characteristics of action
derived from ratiocination in pure
praxeology.

2. Broad sense: includes the economic
theorems of economics, in particular
the division of labor law.

2These writers do not say how they arrived at this definition and I could not find any references to
substantiate their claim in any of Mises’s writings. Mises uses the term “cause” to refer to both mechanistic
causality and to the concept as it is understood in referring to individual action and choice (HA: 25). One
must assume that HHS are referring to “cause” as it is understood by the praxeologist as he conceives
distinctly human action in the abstract.

http://www.nomadpress.com/gunning/subjecti/workpape/austcomm/mises%20on%20economics,%20epistemology,%20and%20popper.pdf#!
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knowledge “is the foundation upon which modern industrialism and all the moral, intellectual,
technological, and therapeutical achievements of the last centuries have been built” (ibid.). This body
of knowledge was discovered by the classical economists, improved by the individualist economists,
and reached its highest stage to date in Mises’s economics.

I conclude that the term praxeological law in its broad sense includes the restriction on
humankind’s freedom to choose that is due to the division of labor law. To succeed in their actions,
humankind must adapt to this law just as they must adapt to the laws of nature and to their own
particular characteristics and dispositions.

Controlling the Agents of Government
Mises’s economics takes it for granted that a govern-

ment is required in order for people to benefit from the
higher physical productivity of the division of labor.
Mises makes that clear in his chapter 27 on the rela-
tionship between the government and the market. He
writes that

peaceful social cooperation is impossible if no provision is
made for violent prevention and suppression of antisocial
action on the part of refractory individuals and groups of
individuals. One must take exception to the often-repeated
phrase that government is an evil, although a necessary and
indispensable evil. What is required for the attainment of an
end is a means, the cost to be expended for its successful
realization. It is an arbitrary value judgment to describe it as
an evil in the moral connotation of the term (HA: 719; SE:
715).

The government, however, consists of agents who may have incentives to expand their power and,
in doing so, interfere with the conditions of capitalism. To express this, Mises writes:

The state, the social apparatus of coercion and compulsion, is by necessity a hegemonic bond. If government were
in a position to expand its power ad libitum, it could abolish the market economy and substitute for it all-round
totalitarian socialism. In order to prevent this, it is necessary to curb the power of government. This is the task of all
constitutions, bills of rights, and laws. This is the meaning of all struggles which men have fought for liberty (HA: 283;
SE: 281).

Mises’s concluding two sentences of the treatise are as follows.

It rests with men whether they will make the proper use of the rich treasure with which this knowledge provides them
or whether they will leave it unused. But if they fail to take the best advantage of it and disregard its teachings and
warnings, they will not annul economics; they will stamp out society and the human race (HA: 885; SE: 881.)

The implication of these statements and earlier statements is that humankind may fail to take
advantage of the knowledge produced by the economist if (1) leaders disregard this knowledge in
their policy making and (2) if the people fail to guard sufficiently against the expansion of power by
government agents. In particular, they may fail to establish the necessary democratic institutions
referred to in the quote from HA: 283 and in Part Two of this essay.

Mises on reasons why people may fail to
take advantage of the knowledge of the
division of labor law:
1. Leaders may disregard this knowledge

in their policy making.
2. Citizens may fail to guard sufficiently

against the expansion of power; in
particular, they may fail to establish the
necessary democratic institutions.
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2. MISES ON FREEDOM

In the revised edition of the treatise, Mises deleted three of his relatively short introductory
paragraphs on the subject of freedom. He replaced them with three and a half pages of text that
defended the necessity of government to maintain capitalism against external threat.3 

In the next section of this appendix, I will criticize the Mises Institute decision to choose the 1949
edition instead of the 1966 edition as representative of Mises’s ideas. I will argue that the decision
reflects an erroneous Rothbardian interpretation of Mises. Before doing this it is essential for the
reader to understand the content of the replacement pages and how they clarified the paragraphs that
were deleted.

Two of the deleted paragraphs were about how the intellectuals of the past had used the terms
“freedom and liberty.” He apparently did not regard these as necessary. Instead, he sought to clarify
the third paragraph. In that paragraph Mises had written the following:

Freedom and liberty always refer to interhuman relations...Social man cannot become independent without
forsaking all the advantages of social cooperation. Only societal conditions can present a man with an orbit within the
limits of which he can attain liberty...The self-sufficient individual...is at the mercy of everybody who is stronger than
himself. The stronger fellow has the power to kill him with impunity (SE: 279-80).

Here he reiterates the division of labor law, which he had already presented earlier in the treatise. But
he does not elaborate on a problem that was obvious to him in light of his war experience in Europe.
It is that even individuals who form a society to take advantage of the higher physical productivity
of the division of labor still may face the threat of being killed by those who are stronger. In a war,
a capitalist society certainly has an advantage over a socialist system with a similar-sized military,
especially in the long run. But unless the capitalist society is ready to fight at the same time as its
adversary, it may lose. In short, the citizens of a nation who want to maintain the sphere of capitalism
(the orbit of liberty) must be prepared to meet all serious threats to capitalism with actions that will
eliminate that threat. To protect the person and property of its citizens in the face of military
aggressors who are bent on total war, the people must be prepared. His replacement pages were
meant to make this point.

He introduces the discussion by revising his statements about freedom and liberty quoted above.
Most significant is his introduction of the idea that freedom is a “praxeological term” and that
freedom is restricted by the laws of praxeology. Regarding the meaning of freedom, he writes that
as

a praxeological term, freedom refers to the sphere within which an acting individual is in a position to choose between
alternative modes of action. A man is free in so far as he is permitted to choose ends and the means to be used for the
attainment of those ends (HA: 280).

3According to Hülsmann, Mises made these changes first to a 1963 edition (Hülsmann 2007: 1023). It is
worth noting that Hülsmann viewed the 1966 passage as adding “meat to the theory” that Mises had
presented in the 1949 edition (Hülsmann 2007: 1023). This statement is in opposition to that of HHS in their
justification for selecting the 1949 edition as the Mises Institute’s scholar’s edition.

http://www.nomadpress.com/gunning/subjecti/workpape/austcomm/Is%20Praxeology%20the%20Method%20of%20%20Economics.pdf
http://www.nomadpress.com/gunning/subjecti/workpape/austcomm/Is%20Praxeology%20the%20Method%20of%20%20Economics.pdf
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He goes on to write that freedom is restricted by two kinds of laws: the laws of the natural sciences
and the laws of praxeology.4

A man’s freedom is most rigidly restricted by the laws of nature as well as by the laws of praxeology. He cannot attain
ends which are incompatible with one another. If he chooses to indulge in gratifications that produce definite effects
upon the functioning of his body or his mind, he must put up with these consequences (ibid.).

He ends the paragraph by saying that while people agree that freedom is restricted by the laws of
nature, they do not appreciate “the laws of praxeology.” Yet, as he explains in the next paragraph,
the division of labor law is no less rigid a law in “determining the outcome of all human action than
are the laws of physics” (HA: 280). Here he is using the broad meaning of the term praxeological
law, as described in the first part of this essay.

A paragraph later, he introduces the relationship between freedom and government. To assure
freedom, he writes, “society” must stop all violations of private property rights.

[A] man who chooses to resort to robbery upsets the whole social order. While he alone enjoys the short-term gains
derived from his action, the disastrous long-term effects harm all the people. His deed is a crime because it has
detrimental effects on his fellow men. If society were not to prevent such conduct, it would soon become general and
put an end to social cooperation and all the boons the latter confers upon everybody (ibid.).

What he means by “society” here is a government. One of the government functions is to preserve
peace.

In order to preserve the state of affairs in which there is protection of the individual against the unlimited tyranny
of stronger and smarter fellows, an institution is needed that curbs all antisocial elements. Peace – the absence of
perpetual fighting by everyone against everyone – can be attained only by the establishment of a system in which the
power to resort to violent action is monopolized by a social apparatus of compulsion and coercion and the application
of this power in any individual case is regulated by a set of rules – the man-made laws as distinguished both from the
laws of nature and those of praxeology. The essential implement of a social system is the operation of such an
apparatus commonly called government (ibid.).

Note that he distinguishes here between man-made laws that are required for humankind to enjoy
freedom and two other classes of laws to which he had already referred: the laws of nature and those
of praxeology.

Next he reinforces his view that the government is necessary to enjoy the benefits of the division
of labor law. He writes that if coercion is directed toward the “suppression and prevention of
antisocial action,” it does not reduce freedom.

Even if there were no government enforcing man-made laws, the individual could not have both the advantages
derived from the existence of social cooperation on the one hand, and, on the other, the pleasures of freely indulging
in the rapacious animal instincts of aggression...[In order to maintain] the sphere within which the individual is free
to choose” [i.e., to assure freedom, the government must] protect people against violent or fraudulent aggression on
the part of antisocial individuals...” [Freedom in the context of a society based on the division of labor is thus defined
as a] state of affairs in which the individual’s discretion to choose is not constrained by governmental violence beyond
the margin within which the praxeological law restricts it anyway (HA: 281).

4Recall that in his conclusion, Mises had included a third restriction concerning the individual-specific
innate characteristics and dispositions (HA: 885).
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Next he turns to the question of the more specific actions that government agents would have to
take in order to provide the conditions of freedom. It is obvious that the magnitude of the threats to
freedom at any given time depends on the relative strengths of the government. Recognizing this,
he deals immediately with an action that would seem to be most objectionable to Rothbard and
anarcho-capitalists, namely conscription. He writes that the

essential task of government is defense of the social system not only against domestic gangsters but also against
external foes. He who in our age opposes armaments and conscription is, perhaps unbeknown to himself, an abettor
of those aiming at the enslavement of all (HA: 282).

It is essential to recognize the qualifier “in our age.” He is probably referring mainly to military
nationalism and the technological advances in warfare that had occurred since before WWII. In his
1944 book, he had focused specifically on the military nationalism of the Nazis. He wrote:

There is but one means to save our civilization and to preserve the human dignity of man. It is to wipe out Nazism
radically and pitilessly. Only after the total destruction of Nazism will the world be able to resume its endeavors to
improve social organization and to build up the good society. The alternative is humanity or bestiality, peaceful human
coöperation or totalitarian despotism. All plans for a third solution are illusory (Mises 1944: 237).

Surely, he was concerned with the prospect of a future military aggressor whose leaders hold an
ideology similar to that of the Nazis. He was not advocating conscription as a necessary requirement
for capitalism under ordinary conditions. His concern was with an imminent threat. He was aware
that the instruments of waging an aggressive war had changed. Prior to World War II, the US had
been insulated from the Nazi threat and, in fact, achieved a position to be the supplier of armaments
to the nations that were fighting against the Nazis. But the new instruments of war had changed that
made the US homeland vulnerable. So long as the ideology that underlies an imminent threat exists,
the only way to protect capitalism is to destroy that threat without pity or mercy.

Mises does not write here about the military nationalism of the Soviets in the early 1960s. But one
must presume that he would have included the Soviet military threat, including its nuclear capability,
as a sufficiently imminent threat to support taxation.

3. THE DESTRUCTIVE DECISION TO PROMOTE THE 
1949 EDITION OF MISES’S TREATISE

The decision by the leaders at the Mises Institute to choose the first 1949 first edition of the
treatise as their “Scholar’s Edition” was remarkable since Mises himself approved of the revised
third edition. There are only two major differences between the two editions – the added pages on
the discussion of freedom described in the previous section and additions to a section on capital in
his chapter 15, which concerns a technical point. Judging from the HHS defense of using the 1949
edition, the Institute’s decision was based on Mises’s added pages on freedom. I will argue in this
section that their reasoning is fallacious and that it directly reflects Rothbard’s effort to supplant
Mises’s science of the means with an ethical system. HHS’s justification goes like this.
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Was Mises’s Definition of Government More Expansive?
First, they argue that the “focus” of the newer edition is different. Thus they write that the new

pages on freedom “introduce a different focus on the necessary and specific powers of government,
which appear rather expansive by Misesian standards” (SE: xxii). This statement is obviously
tentative and assumes the existence of standards by which one can judge the new text. They try to
support their view that such standards exist by an example. They cite Mises’s statement in the new
pages that taxes are required for “courts, police officers, prison, and of armed forces” (ibid.).

In fact, there is nothing expansive about this idea. Mises made it clear in his definition of the pure
market economy that government is necessary (HA: 237; SE: 239). Moreover, in his elucidation of
market interaction under the conditions of capitalism, he employed an image of the evenly rotating
economy in which “the treasury continually levies taxes and spends the whole amount raised, neither
more nor less, for defraying the costs incurred by the activities of the government’s officers” (HA:
737; SE: 730). A function of the evenly rotating system is to help elucidate the role of the
entrepreneur and of profit and loss. Clearly, Mises’s economic theorems were built on the
assumption that a government is necessary. The idea that taxes are raised to support a criminal
justice system and national defense is implicit. To make it explicit, as he does in the added pages is
not an expansion. It is an elucidation.

Did Mises Change His Definition of Freedom?
Second, they assert that Mises alters the definition of freedom. They speculate that in the earlier

editions, he aimed to define freedom as the absence of “actions that infringe on someone’s person
or property without his agreement” (SE: xxii). Their argument comes directly from the Rothbard play
book, so to speak.

Rothbard’s conception of property in his noninvasive society is that it must be rightfully acquired.
If this is so, then it is possible to infringe on it. Mises’s conception of property as legal rights to
control factors of production is different. To infringe on person or property to Mises means either
to break the property laws that the government establishes and maintains or to operate in an
environment in which the government has not established a complete set of private property rights.
To say that Mises defined freedom in the earlier editions as the absence of infringement actions
without specifying that a government is required – and, along with it, a system of taxes, courts,
police, etc. – is clearly misleading.

Mises did not define freedom in terms of rightfully acquired property. He defined it with reference
to the division of labor law, which was discovered by the classical economists who held a utilitarian
philosophy. The existence of private property rights is a condition of capitalism. But there is no
presumption that such rights had been rightfully acquired. On the contrary,

The history of private property can be traced back to a point at which it originated out of acts which were certainly
not legal. Virtually every owner is the direct or indirect legal successor of people who acquired ownership either by
arbitrary appropriation of ownerless things or by violent spoilation of their predecessor.

However, the fact that legal formalism can trace back every title either to arbitrary appropriation or to violent
expropriation has no significance whatever for the conditions of a market society. Ownership in the market economy
is no longer linked up with the remote origin of private property. Those events in a far-distant past, hidden in the
darkness of primitive mankind’s history, are no longer of any concern for our day. For in an unhampered market
society the consumers daily decide anew who should own and how much he should own. The consumers allot control
of the means of production to those who know how to use them best for the satisfaction of the most urgent wants of
the consumers. Only in a legal and formalistic sense can the owners be considered the successors of appropriators and

http://www.nomadpress.com/gunning/subjecti/workpape/austcomm/Is%20Praxeology%20the%20Method%20of%20%20Economics.pdf
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expropriators. In fact, they are mandataries of the consumers, bound by the operation of the market to serve the

consumers best (HA: 683; SE: 679-80). 

The important characteristic of private property rights for Mises is that the entrepreneur role employs
property in accord with the entrepreneur law. Rothbard, of course, criticized this proposition in his
analysis of external effects (Rothbard 2004: 883) and of monopoly (ibid.: 634-43). The decision
makers at the Mises Institute either did not understand Mises’s economics or they aimed to promote
Rothbard’s ethics. Perhaps both factors played a part in their misrepresentation.

As Rothbard pointed out, his ethic – as well as his promotion of the noninvasive society and
anarcho-capitalism – is based on the philosophy of natural rights.5 Mises’s economics stems from
the division of labor law that was discovered by the classical economists and employed by Mises to
produce his science of the means. The classical economists were utilitarians. Mises contrasts the
utilitarian philosophy with the natural rights philosophy in the following passage:

the teachings of utilitarian philosophy and classical economics have nothing at all to do with the doctrine of natural
right. With them the only point that matters is social utility. They recommend popular government, private property,
tolerance, and freedom not because they are natural and just, but because they are beneficial. The core of Ricardo’s
philosophy is the demonstration that social cooperation and division of labor between men who are in every regard
superior and more efficient and men who are in every regard inferior and less efficient is beneficial to both groups
(HA: 175; SE: 174).

It is important to realize that this quote is not about Mises’s ethical philosophy, whatever that was.
It is about the philosophy of the classical liberal economists.

That HHS are thinking of Rothbard is evident from two other comments in their justification. The
first is their concluding statement in which they parrot Rothbard’s idea that taxes are a form of
intervention. Referring partly to compulsory taxes, they write that Mises’s “original definition [of
freedom], more specific and stringent, rules out arbitrary interventions altogether” (SE: xxii, italics
added). Rothbard, in building his image of the noninvasive society, called taxes an intervention and
an invasive action. Mises, however, did not oppose intervention in this sense. He recommended
evaluating each proposal for intervention according to whether it could achieve the aims of its
proponent, in light of the division of labor law.

Finally, they parrot Rothbard’s absurd claims about natural rights and secession from his 1981
article “The Laissez-Faire Radical: A Quest for the Historical Mises.” Basically, they plagiarize
Rothbard’s article, since they do not cite Rothbard as the source of their claim that the new pages
are “at odds with Mises’s defense of secession, which he elevated to the rank of a core principle of
the liberal program...” They refer to Rothbard’s sources without referring to Rothbard’s argumenta-
tion as if they themselves did the literature research that Rothbard cited to support his misrepresenta-
tions of Mises’s views on secession and the right to self-determination.

Claims about Conscription
Finally, there is what HHS regard as their telling justification for their conclusion that Mises used

an expansive definition of freedom – Mises’s “permission” of conscription in the added passages.

5Rothbard published what is probably the best expression of this view during the year that Mises passed
away in his so called “Libertarian Manifesto.” See Rothbard 1973d: 31-7.

http://www.nomadpress.com/gunning/subjecti/workpape/austcomm/Rothbard%27s%20ethics%20of%20the%20non-invasive%20society
http://www.nomadpress.com/gunning/subjecti/workpape/austcomm/Was%20Mises%20Really%20a%20Radical.pdf
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I discussed Mises’s argument favoring conscription under extreme circumstances in the second
section of this appendix. Mises wrote that conscription might be necessary in the face of an
aggressive militarist foe who must, at all costs,  be stopped in order to assure the maintenance of the
conditions of capitalism. HHS do not discuss Mises’s rationale. Instead, they claim that Mises’s
permission of conscription contradicts writings that preceded the 1949 edition. They support their
claim with two sources. The first is the plagiarized Rothbardian misrepresentations described above.
The second is a short passage translated from the 1940 German-language edition of the treatise. Most
likely, either the translation is incorrect or it is taken out of context. Since I am not fluent in German,
I will say nothing more about this issue.6

Rothbard was the editor of the first journal with the title “Austrian Economics,” which began
publication in 1988 and was sponsored by the Mises Institute. He was paid by the Institute as a
teacher and mentor of new students. Even before that time, a group of largely anarcho-capitalists
gathered around him when he lectured or joined impromptu social gatherings. In these positions, he
had a major influence on the definition of Austrian economics that emanated from the Institute and
on the interpretation of Mises’s economics. At the Institute, he and others selected in scholars who
were sympathetic to his anarcho-capitalist ideas and they selected out those who were not
sympathetic to his ideas. After he passed away in 1995, such followers and others who promoted
similar ideas sought to fill his shoes. Among other things, they took over his project of promoting
anarcho-capitalism and a distorted view of Austrian and Mises’s economics. The choice of the first
edition over the final edition endorsed by Mises is just one case among many in which the Institute
has promoted Rothbard over Mises.

Other Austrian Economics Commentary
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6That Mises’s reference to conscription was not new is evident from his discussion of the British attitude
toward Germany prior to WWII (Mises 1944: 187).
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