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MURRAY N. ROTHBARD (1926-1995) has come to occupy a position of unique
influence within the intellectual tradition Austrian economics for a combination of three
central reasons.

First, Rothbard is the latest representative of the mainstream within Austrian Economics.’
As in other intellectual traditions, various interconnected branches can be identified
within the Austrian School of economics. Rothbard is the latest exponent of the main
rationalist branch of the Austrian School, starting with the School’s founder Carl Menger,
and continuing with Eugen von Bohm-Bawerk, and Ludwig von Mises. Like Menger,
Bdhm-Bawerk, and Mises, Rothbard is an outspoken rationalist and critic of all variants

'Among academia in general, currently Friedrich A. Hayek is by far the most prominent Austrian
economist. It is worth emphasizing, then, that Hayek is not a representative of the rationalist mainstream of
Austrian economics, nor does Hayek claim otherwise. Hayek stands in the intellectual tradition of British
empiricism and skepticism, and is an explicit opponent of the continental rationalism espoused by Menger,
Bohm-Bawerk, Mises, and Rothbard. On this topic see further Joseph Salerno, “Ludwig von Mises as
Social Rationalist,” Review of Austrian Economics 4 (1990): 26-54; Jeffrey M. Herbener, “Introduction,”
in The Meaning of Ludwig von Mises, Jeffrey M. Herbener, ed. (Boston: Kluwer Academic Publishers,
1993); Hans-Hermann Hoppe, “Einfuhrung: Ludwig von Mises und der Liberalismus,” in Ludwig von
Mises, Liberalismus (St. Augustine: Academia Verlag, 1993); idem, “F.A. Hayek on Government and
Social Evolution,” Review of Austrian Economics 7, no. 1 (1994): 67-93; “Die 6sterreichische Schule und
ihre Bedeutung fiir die moderne Wirtschaftswissenschaft,” in Hans Hoppe, Kurt Leube, Christian Watrin,
and Joseph Salerno, Ludwig von Mises’s ‘Die Gemeinwirtschaft’ (Dusseldorf: Verlag Wirtschaft und
Finanzen, 1996); Murray N. Rothbard, “The Present State of Austrian Economics,” in Rothbard, The Logic
of Action (Cheltenham: Edward Elgar, 1997), vol. 1.
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of social relativism: historicism, empiricism, positivism, falsificationism, and skepticism.
Like his acknowledged predecessors, Rothbard defends the view that economic laws not
only exist, but more specifically that they are “exact” (Menger) or “aprioristic” (Mises)
laws. In contrast to the propositions of the (empirical) natural sciences, which must be
continually tested against ever new data, and thus can never attain more than hypothetical
validity, the propositions of economics concern necessary, non-hypothetical relations and
assume apodictic validity. According to the Austrian mainstream, all economic laws can
be derived deductively from a few elementary facts of nature and man (Menger), or from
a single axiom (Mises), i.e., the proposition “man acts,” which one cannot dispute
without running into a performative contradiction, and which is, thus, indisputably true,
and a few empirical—and empirically testable—assumptions. Like his predecessors,
Rothbard considers it neither necessary nor indeed possible to test economic propositions
by studying data of experience. Experience can illustrate the validity of an economic
theorem, but experience can never refute or falsify it, because ultimately its validity rests
solely on the indisputable validity of the axiom of action, and on the validity (and correct
exercise) of the rules of deductive reasoning and logical inference. Indeed, trying to
“empirically test” an economic law involves a category mistake and is a sign of
confusion. Further, like Menger, Bohm-Bawerk, and Mises before him, Rothbard adheres
firmly to epistemological and methodological individualism. Only individuals act;
consequently, all social phenomena must be explained—Ilogically reconstructed—as the
result of purposeful individual actions. Every “holistic” or “organicist” explanation must
be categorically rejected as an unscientific pseudo-explanation. Likewise, every
mechanistic explanation of social phenomena must be discarded as unscientific. Humans
act under conditions of uncertainty. The idea of a social mechanic and equilibrium is
useful only insofar as it enables us to grasp what actions are not, and in what respect they
are fundamentally different and categorically distinct from the operations of machines
and automatons.

Second, Rothbard is the latest and most comprehensive system-builder within Austrian
economics. Only among rationalists does a constant desire for system and completeness
exist. While they contributed much to its foundation, neither Menger nor Béhm-Bawerk
accomplished this ultimate intellectual desideratum. This feat was accomplished only by
Mises, with the publication of his monumental Human Action.? “Here at last,” Rothbard
wrote about Human Action, “was economics whole once more, once again an edifice. Not
only that—nhere was a structure of economics with many of the components newly
contributed by Professor Mises himself.” Since then, only Rothbard has accomplished a
similar achievement with the publication of Man, Economy, and State and its companion
volume Power and Market.®> Modeled after Mises’s magnum opus, and even more
comprehensive and complete, what Rothbard stated about Mises and Human Action can
be said of himself and Man, Economy, and State. In fact, no less of an authority than

2L udwig von Mises, Human Action, 3 rev. ed. (Chicago: Contemporary Books, 1949); scholar’s edition
published by the Ludwig von Mises Institute in 1998.

*Murray N. Rothbard, Man, Economy, and State: A Treatise on Economics (Princeton, N.J.: D. Van
Nostrand, 1962); idem, Power and Market (Menlo Park, Calif.: Institute for Humane Studies, 1970). Man,
Economy, and State with Power and Market, scholar’s edition, published in 2004 by the Ludwig von Mises
Institute.
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Mises himself did so in reviewing the book for the New Individualist Review. Mises
hailed Rothbard’s treatise

as an epochal contribution to the general science of human action, praxeology, and its
practically most important and up-to-now best elaborated part, economics. Henceforth all
essential studies in these branches of knowledge will have to take full account of the
theories and criticisms expounded by Dr. Rothbard.*

Today Mises’s Human Action and Rothbard’s Man, Economy, and State are the two
towering and defining achievements of the Austrian School. No one can be considered
seriously today, whether as a student of Austrian economics or as its critic, who has not
read and studied Human Action and Man, Economy, and State.

Third, Rothbard is the latest and most systematically political Austrian economist. Just as
rationalism implies the desire for system and completeness, so it implies political
activism. To rationalists, human beings are above all rational animals. Their actions, and
the course of human history, are determined by ideas (rather than by blind evolutionary
forces of spontaneous evolution and natural selection). Ideas can be true or false, but only
true ideas “work” and result in success and progress, while false ideas lead to failure and
decline. As the discoverer of true ideas and eradicator of false ones, the scholar assumes a
crucial role in human history. Human progress is the result of the discovery of truth and
the proliferation of true ideas—enlightenment—and is thus entirely in the scholar’s
hands. The truth is inherently practical, and in recognizing an idea as true (or false), a
scholar cannot but want it to be implemented (or eradicated) immediately. For this
reason, in addition to pursuing his scholarly ambitions, Menger served as personal tutor
to the Austrian Crown Prince Rudolf, and as an appointed life-member of the Austrian
House of Lords (Herrenhaus). Similarly, Bohm-Bawerk served three times as Austrian
minister of finance, and was a lifetime member of the Herrenhaus. Likewise, Mises was
the nationally prominent chief economist of the Vienna Chamber of Commerce and
advisor to many prominent figures during Austria’s first Republic, and later, in the U.S.,
he served as advisor to the National Association of Manufacturers and numerous other
organizations. Only Mises went even further. Just as he was the first economic system-
builder, so was he the first to give the Austrian activism systematic expression by
associating Austrian economics with radical-liberal-libertarian-political reform (as laid
out in his Liberalism of 1927). Only Rothbard, who likewise served in many advisory
functions and as founder and academic director of several educational organizations,
accomplished something comparable. Proceeding systematically beyond even Mises,
Rothbard accomplished —in his Ethics of Liberty>—to integrate (via the concept of
private property) of value-free Austrian economics and libertarian political philosophy
(ethics) as two complementary branches of a grand unified social theory, thereby creating
a radical—Austro-libertarian—philosophical movement.

*Ludwig von Mises, “A New Treatise on Economics,” The New Individualist Review 2, no. 3 (1962): 39—
42.
*Murray N. Rothbard, The Ethics of Liberty (Atlantic Highlands, N.J.: Humanities Press, 1982).
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In the area of theoretical economics, Rothbard contributed two major advances beyond
the standards set by Mises’s Human Action. First, Rothbard provided systematic
clarification of the theory of marginal utility, and then advanced a new reconstruction of
welfare economics and, entirely absent in Mises’s system, an economic theory of the
state.

Building on the foundations of a strictly ordinalist interpretation of marginal utility laid
out by Mises as early as 1912 in his Theory of Money and Credit,® Rothbard explained
that the word “marginal”” in marginal utility does not refer to increments of utility (which
would imply measurability), but rather to the utility of increments of goods (and thus has
nothing to do with measurability). The good to which utility is attached, and the
increments in its size, can be described in physical terms. The good and its increment
extend in space, and thus can be measured and counted as unitary quantitative addition.
In distinct contrast, the utility attached to a physical good and its unitary physical
increments is a purely intensive magnitude. It does not extend in space, and hence is
immeasurable and intractable by unitary counting and the rules of arithmetic. All
attempts to construct a cardinal measure of utility are in vain. Qua intensive magnitude,
utility can be treated only ordinally; that is, as a rank order on a one-dimensional
individual preference scale (and every economic phenomenon, in particular monetary
calculation and “objective” cost accounting, must ultimately be reducible to and
explained as the simple outcome of ordinal individual rank order judgments). Apart from
their placement on one-dimensional individual preference scales, no quantitative
relationship between different goods and different quantities of the same good exists. In
particular, no such thing as total utility—conceived of as the addition or integration of
marginal utilities—exists. Rather, “total” utility is the marginal utility of a larger-sized
quantity of a good, and, Rothbard explained,

[t]here are, then two laws of utility, both following from the apodictic conditions of
human action: first, that given the size of a unit of a good, the (marginal) utility of each
unit decreases as the supply of units increases; second, that the (marginal) utility of a
larger-sized unit is greater than the (marginal) utility of a smaller-sized unit. The first is
the law of diminishing marginal utility. The second has been called the law of increasing
total utility. The relationship between the two laws and between the items considered in
both is purely one of rank, i.e., ordinal.’

Graphically, Rothbard illustrated, the relationship can be represented thus:®

Ranks in Value
-3 eggs
-2 eggs
-1 egg
-2nd egg

®Ludwig von Mises, The Theory of Money and Credit, H.E. Batson, trans. (Indianapolis: Liberty Fund,
1980 [1912]).

"Rothbard, Man, Economy, and State, pp. 270-71; emphasis in the original.
®Murray N. Rothbard, The Logic of Action (Cheltenham, U.K.: Edward Elgar, 1997), vol. 1, p. 222.



M.N. Rothbard: Economics, Science, and Liberty
By Hans-Hermann Hoppe

-3rd egg

The higher the ranking on this individual value scale for eggs, the higher the value. By
the second law, 3 eggs are valued more highly then 2 eggs and 2 eggs more highly than
one. By the first law, the 2nd egg will be ranked below the first on the value scale, and
the 3rd below the 2nd. No mathematical relationship exists between, for instance, the
marginal utility of 3 eggs and the marginal utility of the 3rd egg except that the former is
greater than the latter.

As Lionel Robbins, influenced by Wicksteed and Mises, had first brought home to
mainstream economics, from the ordinal character of utility it follows logically that every
inter-personal as well as intra-personal comparison of utility must be regarded as
impossible (unscientific), and hence every social welfare proposal involving any such
comparison is arbitrary.” While mainstream welfare economics was thrown into disarray
upon full realization of this conclusion, Rothbard provided a radically new strictly
ordinalist reconstruction of welfare economics based on the twin concepts of individual
self-ownership and demonstrated preference.'

Self-ownership simply means this: every individual owns (controls) his own physical
human body. “Man’s nature,” explained Rothbard, “is a fusion of “spirit” and matter.”**
Every living human body is appropriated and controlled by a single independent
(autonomous) conscious mind and will—a self or ego. Accordingly, as long as it is alive,
we refer to a human body as a persona (rather than a corpus). (Mainstream welfare
economics also accepts the concept of self-ownership, even if only implicitly, by virtue
of the fact that it speaks of separate individual utility maximizers.) The concept of
demonstrated preference is implied in that of self-ownership. It simply means “that actual
choice reveals, or demonstrates, a man’s preferences; that is, that his preferences are
deducible from what he has chosen in action.”*? Every action involves a man’s
purposeful use of his physical body, and thus demonstrates that he values this body as a
good. Furthermore, in using it in one way rather than another, he simultaneously
demonstrates with every action what he considers the most highly valued use of this good

° See Lionel Robbins, The Nature and Significance of Economic Science (London: Macmillan, 1932), chap.
6. The impossibility of inter- and intra-personal utility comparisons does not imply that two individuals or
time periods cannot be compared objectively, of course. In fact, every individual can determine objectively
whether his quantitative supply of any particular good has increased, decreased, or remained the same. And
if his supply of one good has increased (decreased) while the supply of his other goods has remained the
same, surely it can be said objectively that this individual is better (worse) off and has attained a higher
(lower) rank on his individual value scale. Likewise, every individual participating in a monetary economy
can determine objectively whether the monetary value of his assets has increased, decreased, or remained
constant.

1°Rothbard’s contributions to welfare economics are strewn throughout his entire body of work. They begin
with his 1956 essay “Toward a Reconstruction of Utility and Welfare Economics,” and reach their
completion in 1982 with his Ethics of Liberty. See also Hans-Hermann Hoppe, “Book Review of Man,
Economy, and Liberty,” Review of Austrian Economics 4 (1990): 257-58; idem, The Economics and Ethics
of Private Property (Boston: Kluwer, 1993), pp. 232-33; Jeffrey Herbener, “The Pareto Rule and Welfare
Economics,” Review of Austrian Economics 10, no. 1 (1997): 70-106.

"'Rothbard, Ethics of Liberty, p. 31.

2Rothbard, Logic of Action, vol. 1, p. 212.
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at the time of his acting. In accordance with the ordinal character of utility, actions reveal
only the existential fact of preference orders and ranks. They do not reveal anything
about the “differences” or “distances” of ranks or the “intensity” of preference, nor do
they ever demonstrate “indifference.” Indeed, both “differences” of rank and
“indifference,” i.e., value-equality, presuppose cardinal utility.

Based on the concepts of self-ownership and demonstrated preference, and in accordance
with Pareto’s strictures concerning the possibility of meaningful ordinalist welfare
statements, Rothbard deduced the following set of propositions: If a man uses his body
(“labor”) to extend his control over (appropriate) other nature-given things (unowned
“land”), as he must if only in order to stand, this action demonstrates that such things are
also goods for him. Hence, he must have gained in utility by appropriating them. At the
same time, his action does not make anyone else worse off, because in appropriating
previously unowned resources nothing is taken away from others. Others could have
appropriated these resources, too, if they had considered them valuable. Yet, they
demonstrably did not do so. Indeed, their failure to appropriate them demonstrates their
preference for not appropriating them. Hence, they cannot possibly be said to have lost
any utility on account of another’s appropriation. Proceeding from the basis of acts of
original appropriation, any further act, whether of production or consumption, is equally
Pareto-superior on demonstrated preference grounds, provided only that it does not affect
the physical integrity of the resources appropriated or produced with appropriated means
by others. The producer-consumer is better off, while everyone else is left in control of
the same quantity of goods as before. As a result, no one can be said to be worse off.
Finally, every voluntary exchange of goods proceeding from this basis is a Pareto-
superior change as well, because it can only take place if both exchange parties expect to
benefit from it, while the supply of goods controlled in action (owned) by others remains
unchanged.

Based on these propositions, Rothbard proceeded to advance an entirely new Austrian
theory of the state. While every act of original appropriation, production-consumption,
and exchange (the free market) always and necessarily increases social utility, no act of
expropriation (the non-consensual-unilateral-taking of goods from their original
appropriator and producer-consumer) can possibly do so. Obviously, this is true of all
acts typically considered criminal, such as physical aggression, invasion, robbery, theft,
and fraud. While the criminal controls a larger quantity of goods and is thus better off, his
victim controls a correspondingly smaller quantity of goods and is made worse off;
hence, no criminal act fulfills the Paretian strictures and can ever be said to increase
social utility. While criminal acts are typically considered illegal and man is permitted to
defend himself against them, the same conclusion about utility is true of all acts of
government agents: “no act of government whatever can increase social utility.”*? Yet,
they are considered legal and one is not permitted to defend oneself against them.

Rothbard’s conclusion concerning the rejection of the institution of government on
welfare-economic grounds is based on the standard and non-controversial definition of
the state

Blbid., p. 243.
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as that organization which possesses either or both (in actual fact, almost always both) of
the following characteristics: (a) it acquires its revenue by physical coercion (taxation);
and (b) it achieves a compulsory monopoly of force and of ultimate decision-making
power over a given territorial area.**

As for its first pillar, it is clear that government agents benefit from acts of taxation;
otherwise, they would abstain from them. Just as clearly, the subjects of taxation-the
original appropriators—producers of the goods taxed—cannot be said to benefit from
such acts; otherwise, they would pay the same quantity of goods voluntarily and no
compulsion would be necessary.

Similarly, it is clear that government agents gain in utility by achieving a territorial
monopoly of ultimate decision-making (jurisdiction). Most importantly, in doing so the
question of whether taxes are justified or not becomes moot and is decided from the
outset in favor of government. However, just as clearly, every subject of government’s
ultimate decision-making power is thereby made worse off. By virtue of his acts of
original appropriation and production, a man demonstrates his preference of exercising
exclusive control (jurisdiction) over the appropriated and produced goods. Unless he
abandons, sells, or voluntarily surrenders them to someone else (in which case this person
would demonstrate his preference of gaining exclusive control over them), he cannot
possibly be said to have changed this evaluation. If, contrary to his demonstrated
preference of not giving up his privately appropriated and produced goods, the state
attains a territorial monopoly of ultimate decision-making (jurisdiction), this is only
possible as the result of an act of expropriation. If the government is the ultimate
decision-maker, then by implication no single man has exclusive control over his own
appropriated and produced goods. In effect, the state has assumed ownership of all goods
appropriated and produced by “its” residents, and has reduced them to the rank of tenants.
Whereas the government’s range of control is enlarged, every private owner’s range of
control regarding his own appropriations and products, and their value, is
correspondingly reduced. Most importantly, as a tenant no one can exclude the
government from access to his privately appropriated and produced goods; that is,
everyone is left without means of physical defense vis-a-vis possible government
intervention or invasion.

Consequently Rothbard concluded, if all government action rests on expropriation, and
no expropriation can be said to increase social utility, then welfare economics must call
for the abolition of the state. Scores of political philosophers and economists, from
Thomas Hobbes to James Buchanan and the modern public-choice economics, have
attempted to escape from this conclusion by portraying the state as the outcome of
contracts, and hence, a voluntary and welfare-enhancing institution. In reply to such
endeavors, Rothbard agreed with Joseph Schumpeter that “the theory which construes
taxes on the analogy of club dues or of purchase of services of, say, a doctor only proves
how far removed this part of the social sciences is from scientific habits of mind.”*> From

YRothbard, Ethics of Liberty, p. 171.
>Rothbard, Logic of Action, vol. 1, p. 247.
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Hobbes to Buchanan, statists had tried to overcome the apparent contradiction in the idea
of a “voluntary” state equipped with compulsory judicial monopoly and the power to tax
by recourse to the intellectual make-shift of “implicit” or “conceptual” agreements,
contracts, or constitutions. Rothbard explained that all of these typically tortuous attempts
ultimately only lead to the same inescapable conclusion: “implicit” and “conceptual”
contracts are the very opposite of contracts, i.e., no contracts. Hence, it is impossible to
derive a welfare-economic justification for the state. No one can possibly—
demonstrably—agree to permanently surrender jurisdiction over his person and private
property to someone else unless he had sold or otherwise given all of his current
possessions away and subsequently committed suicide; likewise no one who is alive, can
possibly—demonstrably—enter a contract that permits someone else—his protector—to
determine for ever unilaterally, without the continued consent of the protected, the tribute
that the protected must pay for his protection.

In particular, Rothbard scorned the idea of a “limited” protective state as self-
contradictory and incompatible with the promotion of social utility. Limited government
always has the inherent tendency to become unlimited (totalitarian) government. Given
the principle of government—judicial monopoly and the power to tax—any notion of
restraining government power and safeguarding individual life and property is illusory.
Under monopolistic auspices, the price of justice and protection will rise and the quality
of justice and protection will fall. A tax-funded protection agency is a contradiction in
terms—an expropriating property protector—and will lead to more taxes and less
protection. Even if a government limited its activities exclusively to the protection of pre-
existing property rights, the further question of how much security to produce would
arise. Motivated (like everyone else) by self-interest and the disutility of labor, but with
the unique power to tax, a government agent’s answer will invariably be the same: to
maximize expenditures on protection—and almost all of a nation’s wealth can
conceivably be consumed by the cost of protection—and at the same time to minimize the
production of protection. Moreover, a judicial monopoly will lead to a deterioration in
the quality of justice and protection. If one can only appeal to government for justice,
justice and protection will be perverted in favor of government, constitutions and
supreme courts notwithstanding. Constitutions and supreme courts are government
constitutions and courts, and whatever limitations to government action they might
contain or find is determined by agents of the very institution under consideration.
Predictably, the definition of property and protection will be altered and the range of
jurisdiction expanded to the government’s advantage.

Instead, in accordance with the “one ethical judgment” that “even the most rigorously
wertfrei economists have been willing to allow themselves . . . (of feeling) free to
recommend any change or process that increases social utility under the Unanimity
Rule,”*® Rothbard reached the same anarchist conclusion as the French-Belgian
economist Gustave de Molinari before him: defense, protection, and judicial services

would therefore have to be supplied by people or firms who (a) gained their revenue
voluntarily rather than by coercion, and (b) did not-as the State does-arrogate to

®Ibid., p. 244.
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themselves a compulsory monopoly of police or judicial protection. . . . Defense firms
would have to be as freely competitive and as noncoercive against noninvaders as are all
other suppliers of goods and services on the free market. Defense services, like all other
services, would be marketable and marketable only.*’

Every private-property owner would be able to partake of the advantages of the division
of labor, and to seek better protection of his property than that afforded by self-defense,
through cooperation with other owners and their property. That is, everyone could buy
from, sell to, or otherwise contract with anyone else concerning protective and judicial
services, and he could at any time unilaterally discontinue any such cooperation with
others and fall back on self-reliant defense or change his protective affiliations.

Rothbard’s other major advance was in the theory of monopoly and competition. Here
too, Rothbard recalled the French tradition of radical laissez-faire economics of Jean-
Baptiste Say and his followers (to which Molinari belonged). Rothbard’s positive
doctrine of competition and monopoly is plain and simple (as a theory should be).
Competition is defined as conduct within the framework of the described rules of Pareto-
superior action: of original appropriation, production-consumption, and voluntary
exchange and contract. More specifically applied to entrepreneurial action, competition
means the existence of unrestricted “free entry.” Every individual is at liberty to employ
his own property in any way he sees fit, and to enter any line of production deemed
profitable. As long as this free-entry condition is met, Rothbard concluded, all product
prices and production costs tend to be minimum prices and minimum costs. In distinct
contrast, monopoly and monopolistic competition are defined by the absence of free
entry, i.e., as the presence of exclusive privilege. The state, defined as the compulsory
territorial monopolist of jurisdiction and protection, is thus the prototype of a monopoly.
Every individual—except the agents of the state—is prohibited from using his property
for the production of self-defense and justice, and thus from competing with the state. All
other monopolies go back to this originary state-monopoly of jurisdiction (legislation and
regulation) as their ultimate source. Every other monopoly involves “a grant of special
privilege by the State, reserving a certain area of production to one particular individual
or group.”® Entry into the area is legally restricted to other actual or potential producers,
and this restriction is enforced by state police. As long as free entry is restricted or absent,
concluded Rothbard, whether in the production of justice and security or that of any other
good or service, product prices and production costs will be higher than otherwise, i.e.,
too high. (Thus, to Rothbard the notion of government anti-monopoly or anti-trust policy
was a contradictio in adjecto. Competition required instead the abolition of the state’s
very own territorial monopoly of jurisdiction.)

Moreover, Rothbard refuted every alternative theory as nonsense, nonoperational, or
false. It is nonsense, for instance, to define a monopolist as someone who has control
over his price (a “price-searcher”). Every businessman has perfect control over his price
(and no control at all over the quantity bought at that price by consumers). Hence, under
this definition, no one exists who is not a monopolist. Likewise, is it nonsense to define a

Y"Rothbard, Power and Market, p. 2
'8Rothbard, Man, Economy, and State, p. 591.
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monopolist as “the only seller of any given good,” for in an objective sense, every seller
of every product is always the only seller of his own unique product (brand). Thus,
everyone is a monopolist with a one-hundred-percent market share of one’s own product.
Yet, this circumstance does not affect in the slightest that each entrepreneur must
compete at all times with every other entrepreneur for consumer spending, regardless
how unique or different one’s goods may be. On the other hand, in a subjective sense, no
seller of anything can ever be established definitely as a monopolist. According to this
interpretation, the term “given good” means *“a good as defined by consumers.” Thus, the
determination of whether or not the seller of something is its only seller, or of how large
his market-share is, depends on the consumers’ definition of what this good is; that is, on
their classification of particular physical objects into various groups of homogeneous
goods. Not only can such classifications continually change, but different consumers can
classify the same physical objects differently. Hence, in this sense the term monopolist
becomes practically useless and non-operational, and all attempts to measure a product’s
market share must be considered futile.

Finally, Mises’s theory of monopoly price is untenable. Mises had argued that

monopoly is a prerequisite for the emergence of monopoly prices, but it is not the only
prerequisite. There is a further condition required, namely a certain shape of the demand
curve. The mere existence of monopoly does not mean anything in this regard. . . . Not
every price at which a monopolist sells a monopolized commaodity is a monopoly price.
Monopoly prices are only prices at which it is more advantageous for the monopolist to
restrict the total amount to be sold than to expand its sales to the limit which a
competitive market would allow.*

As Rothbard explained, this argument is fallacious. First off, it will have to be noted that
every restrictive action must, by definition, have a complementary expansionary aspect.
The factors of production which the monopolist releases from employment in some
production line A do not simply disappear. Rather, they must be used otherwise: either
for the production of another exchange good B, or for an expansion in the production of
the consumer good of leisure for its owner. Thus, even if monopoly prices existed, this
would have no negative welfare-social utility-implications. From the monopolist’s act of
not-selling, it follows that he must believe himself to be better off keeping rather than
selling his goods, and no one else is made worse off because of his act ( because
everyone else still controls the same quantity of goods as before). Consequently, Mises’s
monopoly price and the shape of the demand curve facing a monopolist cannot be
operationally or conceptually distinguished from any other price and demand curve
facing any other seller.

Production, explained Rothbard, precedes the sale of final products, and production costs
must be incurred before consumers can demonstrate their preference for one’s products.
Hence, it is nonsense, for instance, to define a monopoly price as a price above marginal
cost (or of marginal revenue higher than marginal cost) because the cost curves on the
one hand and the demand and revenue curves on the other do not exist simultaneously.

YMises, Human Action, p. 359.
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The only curves that exist simultaneously with cost curves are entrepreneurially
estimated future demand and revenue curves. However, in deciding on the quantity of
goods to be produced, every producer will always set his output so as to maximize his
expected money earnings, ceteris paribus. That is, in the monetary calculations leading to
his output-decision, expected price and marginal revenue are never equal to marginal
cost. No one will produce anything unless he expects its price to exceed its cost; and no
one will expand his output, unless he expects marginal revenue to be higher than
marginal cost. Thus, every entrepreneur assumes in his calculations that in the future he
will be facing a downward sloping demand curve, with elastic and inelastic stretches.
Likewise, at the subsequent point of sale when all costs have been incurred by the
producer and the only relevant demand is that of consumers for existing stocks of
produced products, every entrepreneur will assume a downward sloping demand curve.
That is, every entrepreneur will set his price at such a height that any price higher than
the actually chosen one will encounter an elastic demand, and thus lead to lower sales
revenues.

If the actually chosen sale price coincides with the original estimation, and if the market
clears at this price, the entrepreneurial forecast has been correct. On the other hand, the
actual demand can differ from the initial projection, and one or another type of
entrepreneurial forecasting error may be revealed. At the point of sale, the entrepreneur
can come to the conclusion that he mistakenly produced either “too little” or “too much.”
In the first case, actual demand (prices and revenue) is higher than expected, yet profits
could have been still greater if production had been further expanded. The entrepreneur
originally estimated demand beyond a specific output-point to be inelastic (such that a
larger output would lead to lower total revenue), while it is now revealed as being elastic
beyond this point. In the second case, the actual demand (prices and revenue) is lower
than expected. Losses could have been avoided if less had been produced. The
entrepreneur estimated demand beyond a certain output-point to be elastic, such that a
larger quantity could be sold for a higher total revenue, while it is now revealed as
inelastic.

In any case, whether or not his original forecast was correct, every entrepreneur must
subsequently make a new output decision. Under the assumption that they regard their
past experience (present demand) as indicative of their future experience (demand), three
possible decisions exist. Entrepreneurs whose initial forecasts had been correct will
produce the same quantity as before. Entrepreneurs who had initially produced *“too
little” will now produce a larger quantity, and entrepreneurs who had previously
produced “too much” will restrict current sales and future production. How, asked
Rothbard, can this latter entrepreneurial response to earlier overproduction be
distinguished from Mises’s alleged “monopoly price” situation? He answered that in fact
it could not.

Is the higher price to be gained from such a cutback necessarily a “monopoly price”?
Why could it not just as well be a movement from a subcompetitive price to a competitive
price? In the real world, a demand curve is not simply “given” to a producer, but must be
estimated and discovered. If a producer has produced too much in one period and, in
order to earn more income, produces less in the next period, this is all that can be said
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about the action. . . . Thus, we cannot use “restriction of production” as the test of
monopoly vs. competitive price. A movement from a subcompetitive to a competitive
price also involves a “restriction” of production of this good, coupled, of course, with an
expansion of production in other lines by the released factors. There is no way whatever
to distinguish such a ““restriction”” and corollary expansion from the alleged “monopoly-
price” situation. . . . But if a concept has no possible grounding in reality, then it is an
empty and illusory, and not a meaningful, concept. On the free market, there is no way of
distinguishing a “monopoly price” from a “competitive price” or a “subcompetitive
price” or of establishing any changes as movements from one to the other. No criteria can
be found for making such distinctions. The concept of monopoly price as distinguished
from 2%ompetitive price is therefore untenable. We can only speak of the free-market
price.

In addition to these major innovations, Rothbard contributed many new theoretical
insights. Two examples will have to suffice here. For one, Rothbard utilized the well-
known Misesian argument concerning the impossibility of economic calculation (cost-
accounting) under socialism in order to demonstrate, even more generally, the
impossibility of one big cartel on the free market.”*

[T]he free market placed definite limits on the size of the firm, i.e., the limits of
calculability on the market. In order to calculate the profits and losses of each branch, a
firm must be able to refer its internal operations to external markets for each of the
various factors and intermediate products. When any of these external market disappears,
because all are absorbed within the province of a single firm, calculability disappears, and
there is no way for the firm rationally to allocate factors to that specific area. The more
these limits are encroached upon, the greater and greater will be the sphere of
irrationality, and the more difficult it will be to avoid losses. One big cartel would not be
able rationally to allocate producers’ goods at all and hence could not avoid severe losses.
Consequently, it could never really be established, and, if tried, would quickly break
asunder.?

The second example, likewise inspired by Mises, is from the area of monetary theory.
Mises, stimulated in turn by Menger’s work, had demonstrated that money qua medium
of exchange must originate as a commodity money (such as gold). Rothbard
complemented Mises’s theory of the origin of money—nhis famous “regression
theorem”—with a theory of the destruction or devolution of money by government, or
what might be termed a “progression theorem.” He demonstrated, most succinctly in his
What Has Government Done to Our Money?,? the praxeologically necessary sequence of
actions taken by government in order to achieve—as its ultimate goal—complete money
counterfeiting autonomy. Having of necessity to begin with a market-provided
commodity money such as gold, a government will first monopolize the minting; next, it
will monopolize the issue of money substitutes (titles to money, ready redeemable bank
notes); subsequently, it will engage in fractional reserve banking and issue money
substitutes in excess of actual money; and finally, as the inevitable result of the bank

2Rothbard, Man, Economy, and State, pp. 607, 614; emphasis in the original.

“1bid., pp. 544-50.

|pid., p. 585.

“Murray N. Rothbard, What Has Government Done to Our Money? (Auburn, Ala.: Ludwig von Mises
Institute, 1990).
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crisis (bank run) brought about by fractional reserve banking, it will suspend the
redeemability of its notes, cut the tie between paper (title) and money (gold), confiscate
all privately owned money, and institute a pure fiat money.

Yet, Rothbard’s achievements go far beyond his innovations in economic theory. They go
far beyond even his accomplishment of integrating these innovations into a grand,
comprehensive and unified system of Austrian economics. Although an economist by
profession, Rothbard’s work encompasses also political philosophy (ethics) and history.
Unlike the utilitarian Mises, who denied the possibility of rational ethics, Rothbard
recognized the need for an ethical system to complement value-free economics so as to
make the case for the free market truly watertight. Drawing on the theory of natural
rights, in particular on the work of John Locke, and on the genuinely American tradition
of anarchistic thought of Lysander Spooner and Benjamin Tucker, Rothbard developed a
system of ethics based on the principles of self-ownership and the original appropriation
of unowned natural resources through homesteading. Any other proposal, he
demonstrated, either does not qualify as an ethical system applicable to everyone qua
human being, or it is not viable, for following it would literally imply death while it
requires a surviving proponent, and thus leads to performative contradictions. The former
is the case with all proposals which imply granting A ownership over B and resources
homesteaded by B, but not giving B the same right with respect to A. The latter is the
case with all proposals advocating universal (communal) co-ownership of everyone and
everything by all, for then no one would be allowed to do anything with anything before
he had everyone else’s consent to do whatever he wanted to do. And how could anyone
consent to anything if he were not the exclusive (private) owner of his body? In The
Ethics of Liberty, his second magnum opus, Rothbard deduced the entire corpus of
liberal-libertarian law—from the law of contracts to the theory of punishment—from
these first axiomatic principles; and in his For A New Liberty,?* he applied this ethical
system to a diagnosis of the present age and the proposal, and economic analysis, of the
political reforms necessary to achieve a free and prosperous commonwealth.

Furthermore, although first and foremost a theoretician, Rothbard was also an
accomplished historian, and his writing contains a wealth of empirical information rarely
matched by any empiricist or historicist. In fact, it is Rothbard’s recognition of
economics and political philosophy (ethics) as pure aprioristic theory, and of theoretical
reasoning as logically anteceding and constraining every historical investigation, which
makes his empirical scholarship superior to that of most orthodox historians, and has
established him as one of the outstanding “revisionist” historians. Particularly noteworthy
in the area of economic history is his book America’s Great Depression,”> which applies
the Mises-Hayek business cycle theory to explain the 1929 stock-market crash and the
ensuing economic depression. In political history, it is his four-volume history of colonial
America, Conceived in Liberty,?® and in the field of intellectual history it is his
posthumously published monumental if uncompleted two-volume history of economic,
social, and political thought, Economic Thought Before Adam Smith and Classical

*Murray N. Rothbard, For A New Liberty (New York: Macmillan, 1973).
“Murray N. Rothbard, America’s Great Depression (New York: Richardson and Snyder, 1983).
*Murray N. Rothbard, Conceived in Liberty, 4 vols. (New Rochelle, N.Y.: Arlington House, 1975).
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Economics.?” In these and other books and countless articles, Rothbard provided
integrated economic-sociological-political analyses of almost every critical episode in
American history: from the panic of 1819, the Jacksonian period, the War for Southern
Independence, the Progressive era, World War | and Wilsonianism, Hoover, FDR and
World War 11, to Reagonomics and Clintonianism. With an eye for the minutest detail of
history’s byways, time and again Rothbard challenged common wisdom and historical
orthodoxy and provided his readers with a vision of the process of history as a permanent
struggle of good against evil: between truth and falsehood, and between forces of liberty
and power elites exploiting and enriching themselves at the expense of others and
covering their tracks through lies and deceptions.

These amazing scholarly achievements notwithstanding, Rothbard’s academic career,
much like Mises’s, was hardly a success by conventional standards. The twentieth
century has been the age of socialism and interventionism. Schools and universities are
government-funded and government-controlled institutions; hence, the most eminent
appointments go either to socialists or interventionists, while “intransigent,” “dogmatic,”
or “extremist” proponents of laissez-faire capitalism are excluded or relegated to the
fringes of academia. Rothbard had no illusion in this regard, and never complained or
appeared to be bitter about his academic fate. His influence did not rest on institutional
powers, but solely on the power of his ideas and the force of logic.

Murray Rothbard was born and raised in New York City as the only child of immigrant
parents. His father, a chemist, came from Poland and his mother from Russia. Upon
winning a scholarship, Rothbard attended private schools and went on to study
economics at Columbia University, where, in 1956, he received his Ph.D. with a
dissertation written under the economic historian Joseph Dorfman. For more than a
decade beginning in 1949, Rothbard also participated in Mises’s private seminar at New
York University. After working several years for various foundations, most notably the
William Volker Fund, Rothbard taught at the Brooklyn Polytechnic Institute, an
engineering school from 1966 until 1986. From 1986 until his death, he was the S.J. Hall
Distinguished Professor of Economics at the University of Nevada, Las Vegas. As one of
two economics professors at Brooklyn Polytechnic, Rothbard was member of a social
science department, which fulfilled only a subservient function within the university. In
Las Vegas, the department of economics, housed in the university’s Business College,
did not offer a doctoral program. Thus, throughout his academic career Rothbard was
prevented from claiming a single doctoral student as his own.

Rothbard’s fringe existence in academia did not prevent him from exerting intellectual
influence or attracting students and disciples, however. Through the sheer flood of his
publications and the unrivaled clarity of his writing, modeled after that of H.L. Mencken,
Rothbard became the creator and one of the principal agents of the contemporary
libertarian movement, which in the course of three decades has grown from a handful of
proponents into a genuine mass movement (including but extending far beyond a party of

“"Murray N. Rothbard, An Austrian Perspective on the History of Economic Thought, 2 vols. (Cheltenham,
England: Edward Elgar, 1995).
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this name, the Libertarian Party, to a wide and complex network of groups and
associations on into the U.S. Congress and many state legislatures). Naturally, in the
course of this development, Rothbard and his theoretical position did not remain
unchallenged or undisputed. There were ups and downs in institutional alignments,
coalitions, breaks, and realignments in his career. However, in association with the
Center for Libertarian Studies, under Burton S. Blumert, and the Ludwig von Mises
Institute, under Llewellyn Rockwell, and as founder-editor of their scholarly flagships,
the Journal of Libertarian Studies (1977) and the Review of Austrian Economics
(1987),%® Rothbard has remained beyond his death without doubt the most important and
highly respected intellectual authority within the entire libertarian movement, and to this
day his rationalist-axiomatic-deductive-Austro-libertarianism provides the intellectual
benchmark in reference to which not only everyone and everything within libertarianism
is defined, but increasingly everyone and everything in American politics.
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