Libertarian Papers
Vol. 6, No. 1 (2014)

6
Libertarian Papers 6 (1), (2014)
Article title
5

The Ultimate Case for the Libertarian Grundnorm

Justin Michael Altman*
I cannot begin my lecture without first expressing all my deep gratitude to the Mises Institute, which honors me so much by presenting me the Gary G. Schlarbaum Award. And my gratitude is also addressed to Mr. Gary Schlarbaum who has so generously founded this award. Receiving this award is certainly one of the greatest achievements I could dream of in my professional life. I highly appreciate the recognition you thus offer to me and the support you give to me, all the more so since I live in a country, my country, France, which has been home to some of the most convincing classical liberal thinkers, but which is now, unhappily, one of the most socialist countries in the world.

And I feel honored because I have tremendous admiration for Lew Rockwell and the outstanding work he has done, as well as for the staff of the Mises Institute and all those who support it, whether academics or members of the business community who have understood that clear principles were essential for the peaceful development of societies and, also, for their day-to-day life. As I wrote elsewhere:
The Mises Institute can be considered as the center of the world for those who cherish liberty. I can testify that, outside the US, the Mises Institute brings an unique intellectual support to all those who are longing for a rigorous analysis in the defense of a free world and who could feel so isolated—in the absence of such a support—that they might become doubtful about the relevance of their own thinking.

Unhappily, I had not heard of the Mises Institute until late in my academic career, and I am somewhat jealous of all these young scholars who have the unique chance of being educated through the seminars and publications of the Mises Institute. However, from another point of view, I was lucky not to have known the Mises Institute at the dawn of my professional life, since, in the French intellectual context, I would have never been appointed as a Professor . . . .

The title of my presentation refers to Austrian economics. In fact, I would like to deliver some thoughts along the lines of Austrian economics, mainly, but not exclusively, about the working of monetary systems, a topic which has been splendidly developed in the present conference.

But I would also like—as it has been suggested to me—to explain how I happened to discover Austrian economics and to draw some lessons from my intellectual trip in the world of individual liberty.

I. The Coherence of Austrian Economics

For many years I had been an Austrian economist without knowing it. But when I did discover Austrian economics, I was amazed, because economics appeared as it ought to be: Not as a patchwork of partial theories, of different fields of thought without any link between them, but as a logical process of thought founded on realistic assumptions about individual action. Economics became coherent. As Mises rightly wrote “There are no such things as ‘economics of labor’ or ‘economics of agriculture.’ There is only one coherent body of economics.”
And Another Thing

He could have added: “There are no such things as microeconomics and macroeconomics.” Thus, when I was asked to write a textbook in macroeconomics, I was first tempted to decline the offer. But, I finally accepted it, because it gave me an opportunity to express the view that it is impossible to understand so-called macroeconomic problems—such as inflation, unemployment, growth—without referring to individual behavior.

What is fascinating in economics—or, at least in Austrian economics—and which does not exist in other fields of knowledge, such as physics or biology, is the fact that all economics can be deduced from one single principle, the axiom of action or the principle of individual rationality. In physics there can be a change of paradigm, a complete intellectual revolution with a complete change in the basic assumptions. This cannot happen in economics: it is meaningless to try to develop an economic theory based on the assumption that man is not acting or that individuals are basically irrational! 

The founding principles of economics are eternal and universal and it is completely foolish to believe that there can be a specific economic theory dependent on specific conditions of time or place (contrary to what a French Professor believed when he wrote a textbook with the title Economics for Arab People).

I, for long, taught a course on the theory of monetary systems and international monetary systems. But, when beginning the course, I would warn the students: “By teaching this course, I do not mainly intend to make you learn ideas and facts about the international monetary system. I just take this specific field as an example of the economic way of thinking.” 

And I demonstrated to them how, starting from the assumption that individuals are rational, one could logically deduct how monetary systems could develop and be spontaneously organized. I explained to them that, in order to fully understand the working of monetary systems, what was important was not to focus on monetary techniques, but to have a coherent theory of competition, monopolies and cartels. In other words, there is not, on the one hand, a theory of competition and, on the other hand, a theory of monetary systems. There is one single economic theory.

However, there is a strange phenomenon in economic theory: although all economists start from the same basic assumption, that of a rational individual who is able to make choices, there are a lot of different and even completely opposite economic schools. It seems to be a paradox, since, if economists are starting from the same initial assumptions and if they are able to reason logically, they ought to arrive at the same conclusions. 

I will not elaborate on this fundamental problem right now. But let me just stress the following: at the very beginning of economic textbooks and treatises, one always finds a chapter on the behavior of the consumer and one about the behavior of the producer, as if they were two different persons with differing behaviors. This is in full contrast with the coherent view of Ludwig von Mises about human action: a man is an acting individual who acts (or produces) to obtain satisfaction. Mainstream economics are thus full of such inconsistencies—for instance when defining an optimal quantity of money or developing a theory of economic policy—and only Austrian economics is rigorously coherent.

Now, if it is so, one may wonder why Austrian economics is not recognized as purely and simply economics in contrast with opinions, prejudices and value judgments. This is a great mystery. But one explanation may be that Austrian economics, precisely, itself is at odds with common prejudices and people cannot accept that. But, paradoxically, instead of recognizing the scientific character of Austrian economics, they quite often blame this approach as ideological.

II. My Journey Towards Austrian Economics

It is this outstanding coherence of Austrian economics which is so appealing to me and which has been when I discovered it. Let me, therefore, go back to my past and say some words about my intellectual journey, although I do not like to speak about myself. But, it was suggested to me to do so in the present speech.

When I was a schoolboy or a student at the University, there were no strong ideological debates in public opinion, as people generally accepted a sort of mild social-democratic approach. However, in intellectual circles and at the university, Marxism was more or less the mainstream doctrine.

 Personally, even as a child, I have been strongly anti-communist and I could never understand Marxism, which seemed to me to be completely incoherent and arbitrary. But I must confess that, in such an environment, I had anyhow a socialist leaning. As part of my family was of Christian-democrat tradition, I shared the view that social justice was one of the main roles of the state and that public firms should be managed in the public interest.

Before me there had never been an economist in my family. Therefore, my decision to become an economist was rather surprising. How did it come about? I wanted to understand how large differences in levels of development between countries were possible. Moreover, I had some spontaneous interest in social problems and I wanted to understand how a society works. 

The education I received at the University was far from what students in economics get now. It was a sort of mix of good feelings, history of economics and some concepts of economic theory more or less well interpreted. Mathematics, statistics and econometrics were introduced only at the end of the curriculum. 

In spite of this rather defective education, I got two important things from it. First, I discovered that economic theory does exist and that it is the only way to understand economic reality. From that time I got the conviction—which I have always tried to hand down to my students—that there is nothing more practical than theory. Second, I understood from microeconomics that you cannot understand the working of a society without referring to individual behavior. 

Anyhow, I was unsatisfied because I had the feeling that economic theory did exist and was taught in many other countries, but I had not a sufficient knowledge of it. Happily, this same feeling of dissatisfaction was shared by some other students from my university whom I knew. In December 1961, we decided to work together to learn on our own what had not been taught to us by our professors at the university. We thus founded the Séminaire de théorie économique Jean-Baptiste Say (Jean-Baptiste Say Economic Theory Seminar). We met every week to discuss the research papers written by the members. We also wrote together a book on the permanent income hypothesis. We were thus introduced, in particular, to the work of Milton Friedman. Although all of us were interested in different topics, it can be said that we became Chicagoans at that time. We had the feeling that this approach was scientific, logical and rightly based on individualistic principles. Thus Chicago economics made it possible for us to reconcile our classical liberal inclination and our desire for a scientific approach to economics. These inclinations were reinforced by the influence of several books of Karl Popper I read at that time.

It is quite clear that by choosing such a name for our seminar, we wanted to stress two things: our great interest for economic theory and our classical liberal inclination. Both things were considered provocative in the intellectual environment of that time, but we did it on purpose. Doing “collective research,” at a time when all researchers in economics were supposed to be completely isolated, was also considered to be somewhat shameful. And, on top of that, we were reading Anglo-Saxon publications, such as the American Economic Review, which might be our greatest sin! It was said at that time by most of our professors that we had to develop a French economic science, completely different from the one developed outside. As readers of these foreign reviews, we were accused of “following in American imperialism’s wake.”
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