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On the Misesian epistemology

Marco de Witt

1 INTRODUCTION

Ludvig von Mises was one of the mostimpor-
tant Austrian school thinkers of the twentieth-
century. For example, his book Human Action
has been seen as important to capitalist ideol-
ogy as Karl Marx’s Das Kapital has been to so-
cialist ideology. von Mises supported laissez
faire capitalism so strongly that he has often
been accused of dogmatism and fanatism. He
had, however, a good reason for such ’dog-
matism’, because, as he saw it, human be-
haviour is not only constrained by natural laws,
but also by even stronger social laws. As von
Mises put it:

"But all were fully convinced that there was in
the course of social events no such regularity and
invariance of phenomena as had already been
found in the operation of human reasoning and
in the sequence of natural phenomena. They did
not search for the laws of social cooperation be-
cause they thought that man could organize so-
ciety as he pleased.

... The discovery of the inescapable inter-
dependence of market phenomen overthrew this
opinion. Bewildered, people had to face a new
view of society. ... One must study the laws of
human action and social cooperation as the phys-
icist studies the laws of nature. Human action and
social cooperation seen as the object of a science
of given relations, no longer as a normative dis-
cipline of things that ought to be — this was a
revolution of tremendous consequences for
knowledge and philosophy as well as for social
action.’

In order to understand these social laws one
has to be familiar with the foundation of von
Mises’ thinking, that is, with his theory of
knowledge (epistemology). In this article | shall
try to present his epistemology by explaining
his central ideas with the help of some quota-
tions from his epistemologically important
books Human Action, Theory and History, The
Ultimate Foundation of Economic Science, and
Epistemological Problems of Economics.

2 RATIONALISM

The fundamental question of Misesian
epistemology is how to acquire knowledge.
During the history many answers have been giv-
en to this question, and often they were based
on irrationalism. Religions emphasized theim-
portance of faith, mystics the importance of
spiritual intuition and finally nihilists denied
even the existence of valid knowledge. Howev-
er, von Mises’ answer was rationalism, which
claims that to acquire any knowledge humans
have to use their reason.

"But as far as man is able to attain any knowl-

edge, however limited, he can use only one ave-
nue of approach, that opened by reason.’?

von Mises admitted that rationalism cannot
be proved to an irrationalist, that is, to a per-
son who denies the validity of reason al-
together. All that can be said in favour of ration-
alism and against irrationalism is to point out
the great practical benefits of using reason.

"It is useless to argue with mystics and seers.
They base their assertions on intuition and are not
prepared to submit them to rational examination.
... However, science can not abstain from think-
ing althought it is obvious that it will never suc-
ceed in convincing those who dispute the super-
macy of reason. Science must emphasize that the
appeal to intuition can not settle the question
which of several antagonistic doctrines is the right
one and which are wrong.’’3

Fromrationalism von Mises deduced the fact
that scientific thinking does not require any
special intelligence, nor any special education.
All that is required is precise and logical think-
ing.

"The methods of scientific inquiry are categori-
ally not different from the precedures applied by
everybody in his daily mundane comportmenp
They are merely more refined and as far as possi-

ble purified of inconsistencies and contradic-
tions.”4
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3 APRIORISM

von Mises’ second fundamental problem was
how one should exactly use reason to acquire
valid, true knowledge. His answer was apri-
orism, which claims that all humans have a
common logic that forces them to comprehend
reality in the same logically conditioned way.
This common logic would therefore create a
common criterion of truth.
"The fact that man does not have the creative
power to imagine categories at variance with the
fundamental logical relations and with the prin-

ciples of causality and teleology enjoins upon us
what may be called methodological apriorism.”s

von Mises defended his apriorism by sup-
porting the Kantian idea that the mind does not
experience reality directly, but under the in-
fluence of its logical structure. Because the
operation of the mind is always influenced by
its logical structure, it follows that the mind can
not choose the way it operates and therefore
itis trapped in its logical way of thinking. That
is why even the attempt to refute the existence
of a logical structure would already have to
presuppose it.

"Kant, awakened by Hume from his '"dogmatic
slumbers’, put the rationalistic doctrine upon a
new basis. Experience, he taught, provides only
the raw material out of which the mind forms what
is called knowledge. All knowledge is conditioned
by the categories that precede any data of ex-
perience both in time and in logic. The categor-
ies are a priori, they are the mental equipment of
the individual that enables him to think and — we
may add — to act. As all reasoning presupposes
the a priori categories, it is vain to embark upon
attempts to prove or to disprove them.”s

From the aprioristic fact that the mind is con-
ditioned by its own logical structure von Mises
deduced that one can never have certain knowl-
edge about reality. When reason is trapped in
its own logical way of comprehending things,
it can never be certain that its own logic does
not distort the comprehension of reality. In this
sense apriorism means that knowledge is al-
ways uncertain. _

What we know is what the nature or structure
of our senses and of our mind makes comprehen-
sible to us. We see reality, not as it ’is’ and may

appear to a perfect being, but only as the quality
of our senses enables us to see it.””?

From the aprioristic claim that the mind is
conditioned by its own logical structure von
Mises furthermore deduced that even if to the
mind all knowledge is ultimately uncertain,

there exist logically certain facts (axioms, a pri-
ori categories) which cannot be refuted by rea-
son because it already presupposes their exis-
tence.Inotherwords, reason cannot refute the
validity of its own logic, and therefore there ex-
ist logical facts which the mind must presup-
pose as certain. In short, apriorism means that
there is uncertainty about the reality as it real-
ly is, but certainty about the reality as the mind
comprehends it.

"The a priori categories are the mental eguip-
ment by dint of which man is able to think and ex-
perience and thus to acquire knowledge. Their
truth or validity can not be proved or refuted as
can those of a posteriori propositions, because
they are precisely the instrument that enables us
to distinguish what is true or valid from what is
not.”8
When von Mises was trying to prove his apri-

oristic claim that all humans have a common
logical structure of mind he used both his cen-
tral concepts of uncertainty and certainty. On
the one hand, he admitted that it would be im-
possible to be absolutely certain that all hu-
mans have the same kind of logical structure.
On the other hand, he claimed that a common
logical structure of the human mind is presup-
posed by the mind. Disputing the existence of
acommon logic would require the use of acom-
mon human logic and so the disputer would im-
plicitly demonstrate that there is only one way
for humans to think and experience through the
common logical structure of the human mind.

It may be admitted that it Is impossible to pro-
vide conclusive evidence for the propositions that
my logic is the logic of all other people and by all
means absolutely the only human logic and that
the categories of my action are the categories of
all other peoples action and by all means abso-
lutely the categories of all human action. Howev-
er, the pragmatist must remember that these
propositions work both in practice and in science,
and the positivist must not overlook the fact that
in addressing his fellow men he presupposes —
tacitly and Implicitly — the intersubjective valid-
ity of logic and thereby the reality of the realm of

the alter Egos thought and action, of his eminent
human character."?

In other words, it may well be that some-
where there is alogic which says that two plus
two is five, but to a human mind whose logic
says that two plus two is four that kind of 'in-
formation'is uncomprehensible, and one could
never know whether the other one was honest
or simply lying.-The point von Mises was try-
ing to make was that because the human mind
is incapable of understanding otherkind of log-
ic than its own, the mind must presuppose the
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existence of a common human logic.

"Some authors have raised the rather shallow
question how a praxeologist would react to an ex-
perience contradicting theorems of his aprioris-
tic doctrine, The answer Is In the same way in
which a mathematician would react to an 'ex-
perience’ that there is no difference between two
apples and seven apples or a logician to the 'ex-
perience’ that a and non-a are identical.”?

So von Mises does not deny the possibility
that one plus one is three, or that things do and
do not exist at the same time, or that there ex-
ist different logics, but he does claim that these
are only speculations which must be kept apart
from rational science.

"Perhaps there are somewhere in the infinite
universe beings whose minds outrank our minds
to the same extant as our minds surpass those
of the insects. Perhaps there will once some-
where live beings who will look upon us with the
same condescension as we look upon amoebae.
But scientific thinking can not indulge in such im-
agery. It is bound to limit itself to what is acces-
sibie to the human mind as it is.""

Apriorism therefore denies the validity of all
those doctrines which claim that human
thought differs because of class (marxism),
time (historicism), race (racism), nation (nation-
alism), sex (sexism), or because of any other
reason.

"Marxism asserts that a man’s thinking is de-
termined by his class affiliation. ... This polylo-
gism was later taught in various other forms also.
Historicism asserts that the logical structure of
human thought and action is liable to change in
the course of historical evolution. Racial polylo-
gism assigns to each race a logic of its own.”12

von Mises strongly emphasized the dangers
of polylogism, because it makes all rational dis-
cussions impossible and divides people into
hostile groups.

"In my opinion, the position of dogmatic Marx-
ismis wrong, but that of the Marxist who engages
in discussions with representatives of what he
calls 'bourgeios science’ is confused. The consis-
tent Marxist does not seek to refute opponents
whom he calls 'bourgeois’. He seeks to destroy
them physically and morally.”"?

4 DUALISM

The logical structure of human mind forces
humans to think and so to experience in the
same special way, but what is that special way
of thinking? The mostimportant thing about the
logical structure of human mind is that it com-

prehends everything causally, that is, it com-
prehends phenomena in a cause and effect
manner. Without causal interpretation there
could be no observation of nature nor any think-
ingin the first place. The reason for this is that
thinking is an action which requires the under-
standing of cause and effect.

"The category of means and ends presupposes
the category cause and effect. In aworld without
causality and regularity of phenomena there would
be no field for human reasoning and human ac-
tion. Such a world would be a chaos In whichman
would be at loss to find any orientation and gui-
dence. Man is not even capable of imagining the
conditions of such a chaotic universe,”

It cannot be disputed that humans compre-
hend phenomena causally because like all ac-
tion also the act of disputing reguires the com-
prehension of cause and effect. Like all aprioris-
tic propositions also this proposition of caus-
al interpretation depends on circular evidence
for the simple reason that it is impossible to
prove how human logic works without employ-
ing that logic itself as evidence

"We must simply establish the fact that in or-
der to act, man must know the causal relationship
between events, processes, or states of affairs.
And only as far as he knows these relationships,
can his action attain the ends sought. We are ful-
ly aware that in asserting this we are moving in
a circle. For the evidence that we have correctly
perceived a causal relation is provided only by fact
that action guided by this knowledge results in
the expected outcome. But we can not avoid this
vicious circular evidence precisely because
causality is a category of action.”1s

The logical structure of human mind also
limits the use of causal explanations, because
a full interpretation of every event leads to a
regressus in infinitum. For example, according
to human logic every event has to have acause,
but what about the first cause?

"Since time immemorial men have been eager
to know the prime mover, the cause of all being
and of all change, the ultimate substance from
which everything stems and which is the cause
itself. Science is more modest. It is aware of the
limits of the human mind and of the human search
for knowledge. It aims at tracing back every
phenomenon to its cause. But It realizes that these
endeavors must necessarily strike against insur-
mountable walls. There are phenomena which
cannot be analyzed and traced back to other
phenomena. They are the ultimate given. The pro-
gress of scientific research may succeed in
demonstrating that something previously consid-
ered as an ultimate given can be reduced to com-
ponents. But there will always be some irreducl-
ble and unanalyzable phenomena, some ultimate
given.’"6
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Because the ultimate cause is unthinkable to
human logic, theories about causal relations
have to be created. The theories cannot be
created by the same methods of investigation
both in natural and human sciences, because
the natural objects do not choose their own be-
haviour, but humans do. Nature reacts, humans
act. In other words, there has to be methodo-
logical dualism in science.

"Concrete value judgements and definite hu-
man actions are not open to further analysis. We
may fairly assume or believe that they are abso-
lutely dependent upon and conditioned by their
causes. But as long as we do not know how ex-
ternal facts-physical and physiological-produce in
a human mind definite thoughts and volitions
resulting in concrete acts, we have to face an in-
surmountable methodological dualism.”V

Because the natural objects do not choose
their own behaviour it follows that there exist
causal regularities between them. That is why
the method of investigation in the natural
sciences has to be hypothetical, that is, to
create theories about causal regularities and
then to try to verify them. Because humans do
choose theirown course of behaviour it follows
that there are no causal regularities in human
action and so humans have a free will.

"Epistemologically the distinctive mark of what
we call nature is to be seen in the ascertainable
and inevitable regularity in the concatenation and
sequence of phenomena. On the other hand the
distinctive mark of what we call the human sphere
orhistory or, better, the realm of human action is
the absence of such a universally prevailing
regularity. Under identical conditions stones al-
ways react to the same stimuli in the same way,
we can learn something about these regular pat-
terns of reacting, and we can make use of this
knowledge in directing our actions toward defi-
nite goals. Our classification of natural objects
and our assigning names to these classes is an
outcome of this cognition. A stone is a thing
which reacts in a definite way. Men react to the
same stimuli in different ways, and the same man
at different instants of time may react in ways
different from his previous of later conduct. It is
impossible to group men into classes whose
members always react in the same way.”"®

Even if there are no causal regularities in hu-
man action there are other kind of regularities.
In particular, there is the regularity of the logi-
cal structure of human mind which not only
forces humans to think in a special way, but at
the same time forces humans to act in a spe-
cial (logical) kind of way. The point von Mises
strongly emphasized was that the laws of log-
ic do not only affect thinking but also action.

"The main deficiency of traditional epistemo-
logical attempts is to be seen in their neglect of
the praxeological aspects. The epistemologists
dealt with thinking as if it were a seperate field
cut off from other manifestations of human en-
deavor. They dealt with the problems of logic and
mathematics, but they failed to see the practical
aspects of thinking.”®

5 THE METHODOLOGY OF THE NATURAL
SCIENCES

In the natural sciences humans have no in-
nerknowledge about the causal forces between
phenomena, and so the only available method
of investigation is to acquire knowledge by
studying one’s experiences about natural
phenomena. It is possible to acquire knowledge
by experiences only because there are regular
relations between causes of natural phenome-
na. Experiencedoes not, however, directly give
knowledge about the causal regularities at
work, because there are always innumerable
possible causal forces which could have
caused the phenomenon. Therefore, after an ex-
perience, a hypothesis about the causal regular-
ities has to be created. The hypothesis is then
testedin acontrolled experiment, in which one
tries to verify the deductions of a hypothesis
by allowing only one factor to change. Verifi-
cation of falsification would never prove any-
thing conclusively because the experiment can-
not be perfect, that is, all the factors that could
affect the outcome of the test cannot be con-
trolled. So there can never be any certain knowl-
edge in the natural sciences, all one can do is
to get as near certainty as possible.

"Hypotheses must continually be verified anew
by experience. In an experiment they can gener-
ally be subjected to a particular method of exami-
nation. Various hypotheses are linked together
into a system, and everything is deduced that
must logically follow from them. Then experi-
ments are performed again and again to verify the
hypotheses in question. One tests whether new
experience conforms to the expectations required
by the hypotheses. Two assumptions are neces-
sary for these methods of verification: the possi-
bility of controlling the conditions of the experi-
ment, and the existence of experimentally dis-
coverable constant relations whose magnitudes
admit of numerical determination. If we wish to
call a proposition of empirical science true (with
whatever degree of certainty of probabitlity an em-

pirically derived proposition can have) when a

change of the relevant conditions in all observed

cases leads to the results we have been led to ex-

pect, then we may say that we possess the means
of testing the truth of such propositions.”2
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6 THE METHODOLOGY OF THE HUMAN
SCIENCES

In the human sciences the subject matter of
investigation is human. Due to the aprioristic
intersubjectivity of human logic, the proper
method of investigation is retrospective. This
means that humans acquire knowledge about
other humans by studying their own mind.

"Action and reason are congeneric homoge-
nous, they may even be called two different
aspects of the same thing. That reason has the
power to make clear through pure ratiocination the
essential features of action is a consequence of
the fact that action is an offshoot of reason.”2

By studying our mind we find that the basis
of the human sciences is the axiom that hu-
mans differ from the nature by not being under
the dominance of regular causes, but instead
under the dominance of the logical structure of
human mind. On the one hand, human logic is
incapable of comprehending the existence of
regular causes of human ends, and so it is im-
possible to find out what the human ends will
bein the future.On theotherhand, human log-
ic is capable of comprehending some of its own
laws, and so it is possible to find out how log-
ic forces humans to use means to attain ends.

"Man's freedom to choose and to act is re-
stricted in a threefold way. There are first the phys-
ical laws to whose unfeeling absoluteness man
must adjust his conduct if we wants to live. There
are second the individual’s innate constitutional
characteristics and dispositions and the operation
of enviromental factors, we know that they in-
fluence 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 the phenomena with regard to the
interconnectedness of means and ends, viz., the
praxeological law as distinct from the physical and
the physiological law. The elucidation and the
categorial and formal examination of this third
class of the laws of the universe is the subject
matter of praxeology and its hitherto best-de-
veloped branch, economics."22

The purpose of the human sciences is to
study humans, and so the subject matter has
to be what is the essential feature of humans,
the purposeful behaviour, the use of means to
attain the desired end. The study of human ac-
tion, or the human sciences, can be divided into
two branches. The first branch is praxeology
which investigates the formal relationships of
ends and means, and the second branch is his-
tory which investigates the contents of means
and ends.

"There are two main branches of the sciences
of human action: praxeology and history.”23

"Praxeology is not concerned with the chang-
ing content of acting, but with its pure form and
its categorial structure. The study of the acciden-
tial and enviromental features of human action is
the task of history."24

The logical structure of the human mind
forces humans to think and so to act in a spe-
cial way, but what is that special way of action?
von Mises’ answer to this fundamental question
was praxeology, which is based on the self-
evident axiom of human action. According to
this aprioristic fact, it cannot be denied that hu-
mans act because the denial would itself be an
action.

The starting point of praxeology is a self-evident
truth, the cognition of action, that is, the cogni-

tion of the fact that there is such a thing as con-
sciously aiming at ends.?s

Because humans act they must also be capa-
ble of comprehending the contents of action.
Therefore the method of praceology is deduc-
tive, that is, by studying the implications of
action-axiom one tries to find the principles
governing human action.

"All the elements of the theoretical sciences
of human action are already implied in the cate-

gory of action and have to be made explicit by ex-
pounding its contents.”

Action is defined as purposeful behaviour,
aiming at ends so that one is trying to change
a less preferred state affairs to a more preferred
state of affairs. Therefore action is based on the
maximization of value, and from this basic prin-
ciple all the other concepts follow. In short,
every human is constantly valuing and trying to
improve his position and therefore he uses
means to achieve goals, estimates his costs
and then chooses his course of action, after
which he will experience either a success (prof-
it) or a failure (loss).

"Actionis an attempt to substitute amore satis-
factory state of affairs for a less satisfactory one.
We call such a willfully induced alteration an ex-
change. A less desirable condition is bartered for
amore desirable. What gratifies less is abandoned
is order to attain something that pleases more.
That which is abandoned is called the price paid
for the attainment of the end sought. The value
of the price paid is called costs. Costs are equal
to the value attached to the end aimed at. The
differences between the value of the price paid
(the cost incurred) and that of the goal attained
is called gain or profit or net yield. Profit in this
primary sense is purely subjective, it is an in-
crease in the acting man’s happiness, it is aphys-
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ical phenomenon that can be neither measured
nor weighed.”?

CONCLUSION

Unlike the intellectually influential empiri-
cists, von Mises claimed that for the human
mind there exist irrefutable facts, because the
mind cannot refute its basic concepts. He fur-
thermore claimed that the most important of
such facts is the action axiom, from which it
follows that, instead of (empiristic) methodo-
logical monism, there has to be (aprioristic)
methodological dualism in science. In other
words, von Mises claimed that scientists are us-
ing an unscientific method when they are study-
ing the social sciences by using the method of
the natural sciences.

However, it was not epistemology that made
von Mises a great Austrian. Epistemology was
only the starting point of his thinking. From
praxeology the deduced the science of eco-
nomics by starting from the praxeological fact
of utility maximization from which he deduced
the law of marginal utility, which in turn is the
foundation of the law of supply and demand.
von Mises did not see economics in the empiri-
cist way as a hypothetical science, but as a
science which conveys truths about humans
and their society. This also explains his dog-
matic and fanatic support of laissez faire
capitalism, because as he saw it civilisation is
based on market cooperation and so all at-
tempts to disregard the teachings of econom-
ics must weaken the foundation of civilisation.
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