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There is also a fascinating relationship, as Hoppe above alludes to, between higher time
preference and increased crime. This is because earning a market income requires more patience
than does the immediate gratification that criminals seek: “one must first work for a while before
one gets paid. In contrast, specific criminal activities such as murder, assault, rape, robbery,
theft, and burglary require no such discipline: the reward for the aggressor is tangible and
immediate whereas the sacrifice—possible punishment—Tlies in the future and is uncertain.”** As
a person becomes more present-oriented, immediate (criminal) gratifications become relatively
more attractive, and future, uncertain punishment becomes less of a disincentive. Thus many
people on the margin—those who are just deterred from committing crimes by the threat of
possible future punishment under normal time-preference conditions in a free society—will not be
deterred from committing crimes in a society with legislation and its concomitant increase in time
preference. In other words, there are individuals today who are committing violent crimes solely
because of the increased uncertainty in society caused by the existence of legislation. Further,
when the increased uncertainty tends to impoverish us by shortening the structure of production,
more people are poor and impoverished, which also tends to increase the amount of crime in
society.

When law is based on legislation, uncertainty is increased, not decreased, even in the
purportedly “certain” civil law systems. This hampers the ability of individuals to engage in
private calculation, i.e. in planning for the future and in knowing the legal consequences of their
future actions. It makes contractual reliance more risky and thus imposes further costs on
otherwise-beneficial economic transactions. And the unavoidable uncertainty caused by legislation
also raises our time preference rate, which “necessarily exerts a push away from more highly
capitalized, and hence more productive production processes, and into the direction of a hand-to-
mouth existence,”* and thus tends to impoverish us all.

C. Central Planning and Economic Calculation “*” Ch contral planaig i the
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Besides the fact that the possibility of legislﬁon breeds uncertainty, legislators face a

problem that central economic planners also face. It is an information problem, and this £}, .~
’57%{/
unavoidable problem makes it unlikely that any legislative system will develop substantively 4 g
Proobley
legitimate Jaw—i.e., a body of law consistent with principles of justice, individualism, and /%2 Jgz(, ¢
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“Hoppe, supra note 38, at 340 il e PPPR.

“Hans-Hermann Hoppe, “The Economics and Sociology of Taxation,” in Hoppe, Economics and Ethics, supra note
23, at 34.
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economic liberalism. For the same reason that central economic planning is impossible, centrally-
planned laws cannot hope to be truly based on the true interests or needs or situation of the
populace. There is thus an analogy between legislation and socialism, for both are centralized
systems, and both suffer from a similar information problem. I first discuss the reason why

central planning—i.e., socialism—is doomed to failure, before analogizing socialism to legislation.

1. Central Planning and the Impossibility of Socialism

With the collapse of socialism, mainstream opinion is finally beginning to realize that
socialism, in addition to being incredibly immoral and wasteful of human life, simply does not
work. But this comes as no revelation and no surprise to the Austrian school of economics
following in the footsteps of Ludwig von Mises, arguably the most significant and profound
thinker of the twentieth century. Over seven decades ago, at the dawn of Soviet socialism, Mises
explained why socialism is impossible. Although Mises’s amazingly prescient ideas have,
unfortunately, been ignored for decades by establishment thinkers, Mises has finally been

vindicated by the universally (if belatedly) acknowledged failure of socialism.* It is now obvious

*4See Gertrude E. Schroeder, The Dismal Fate of Soviet-Type Economies: Mises Was Right, CATOJ. v.11 n.1
(Spring/Summer 1991)(p/ 13. Robert Heilbroner, an avowed democratic socialist, has also admitted the triumph of
capitalism and Mises’ prescience. See also Mark Skousen, “Just because socialism has lost does not mean that capitalism
has won”: Interview with Robert L. Heilbroner, FORBES, May 27, Goﬁ@&ow Robert Heilbroner, The Triumph of
Capitalism, THE NEW YORKER, Jan. 23, Emo@m, 98 (“Less than seventy-five years after it officially began, the
contest between capitalism and socialism is over: capitalism has won.”); idem, After Communism, NEW YORKER, Sept.
10, 1990, p. 91, 92 (“It turns out, of course, that Mises was right.”). Heilbroner had previously dismissed Mises’s
arguments, helping to spread the myth that Mises’s anti-socialist claims had been “demolished” by socialist theorists

responding to Mises’s arguments. ROBERT HEILBRONER, BETWEEN CAPITALISM AND SOCIALISM 88-93 %adqov. In this
work, Heilbroner claimed that Mises was wrong, that socialist economic calculation was possible, and that the “superior
performance” of socialism would “soon reveal the outmoded inadequacy of a free enterprise economy.” See also
Maureen Johnson (AP), Overhaul promised for Labor, The Philadelphia Inquirer, Thursday, Oct. 6, 1994,(p. A10, which
reports that the new leader of Britain’s socialist Labor party, Tony Blair, plans (as of October 1994) t¢ overhaul his
Party’s principles. The article reports that “Blair also signaled that he will drop the left’s most cherished maxim: a party
clause advocating ‘common ownership of the means of production.’”
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to just about any honest observer that the moral basis for socialism is a sham, although its effects
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In 1920 Mises published his devastating critique of socialism, “Economic Calculation in

the Socialist Commonwealth.”* Mises showed that, besides the well-known incentive problem

of socialism (e.g., getting people to perform unpleasant, unglamorous jobs such as trash
collecting)* the central planner cannot know what products or how much of them to order to be

produced, without the information provided by prices on a free market. In a free market with

private ownership of property, the free exchange of goods by individual human actors in o
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45T UDWIG VON MISES, ECONOMIC CALCULATION IN THE SOCIALIST COMMONWEALTH (Ludwig von Mises Institute
1990) (1920). See also LUDWIG VON MISES, SOCIALISM: AN ECONOMIC AND SOCIOLOGICAL ANALYSIS 95-130 (Liberty
Fund 3d rev’d ed., trans. J. Kahane, 1981); Mises, supra note 1, at 200-31, 695-715; Murray N. Rothbard, The End of
Socialism and the Calculation Debate Revisited, 5 REV. AUSTRIAN ECON. 51 (1991).

#Rothbard, supra note 45, at 51 (discussing the incentive problem).

“TMises, supra note 1, at 259. On the profoundly moral nature of money, see AYN RAND, The Meaning of Money,
in FOR THE NEW INTELLECTUAL (Signet 1961).
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Mises demonstrated that, in any economy more complex than the Crusoe or
primitive family level, the socialist planning board would simply not know what
to do, or how to answer any of these vital questions. Developing the momentous
concept of calculation, Mises pointed out that the planning board could not answer
these questions because socialism would lack the indispensable tool that private
entrepreneurs use to appraise and calculate: the existence of a market in the means
of production, a market that brings about money prices based on genuine profit-
seeking exchanges by private owners of these means of production. Since the very
essence of socialism is collective ownership of the means of production, the
planning board would not be able to plan, or to make any sort of rational economic
decisions. Its decisions would necessarily be completely arbitrary and chaotic, and
therefore the existence of a socialist planned economy is literally “impossible” (to

use a term long ridiculed by Mises’s critics).*

Defenders of socialism often countered with the bare fact of the Soviet Union’s existence
and “success” as disproof of the contention that socialism is impossible. However, as Rothbard
points out, Soviet GNP and other production figures relied upon as evidence of the USSR’s
success were wholly inaccurate and deceitful—as the final collapse of socialism has made
manifest. Further, the Soviet Union and other socialist countries have never enjoyed complete
socialism, for despite their best efforts to stamp out individual initiative, free trade, and private

property, the existence of black (i.e., free) markets and bribery is widespread, which prevent

“®Rothbard, supra note 45, at 52-53.
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socialism from completely controlling and thus strangling the economy. Also, these socialist
economies existed in a world containing many (relatively) capitalist markets, such as that in the
United States. Thus, the socialist planners were able to parasitically copy the prices of the West
as a crude guideline for pricing and allocating their own capital resources.** To the extent true
socialism was able to be imposed on the populace, economic calculation thereunder was

impossible and the people suffered accordingly.*

2. Legislation as Central Planning

Leoni pointed out that Mises’s criticism applies not only to a central economic planning
board of a socialist economy, but also to a legislature attempting to “centrally plan” the laws of
a society. Leoni notes that several economists in the early 1920s, but especially Mises,
demonstrated “that a centralized economy run by a committee of directors suppressing market
prices and proceeding without them does not work because the directors cannot know, without the
continuous revelation of the market, what the demand or the supply would be . . . .”%! Leoni

points out that

®Id. at 73-74. See also Mises, supra note 1, at 702 (discussing the use of western price systems by socialist
governments).

S%For further discussion of the problem of economic calculation under socialism, see vol. 9, no. 1 of The Review of
Austrian Economics (1996); Jorg Guido Hillsmann, Calculation and Knowledge in Human Action (paper delivered at the
Austrian Scholars Conference, Jan. 26, 1996, Auburn University, Alabama); COLLECTIVIST ECONOMIC PLANNING (F.A.
Hayek ed., 1935); DON LAVOIE, RIVALRY AND CENTRAL PLANNING: THE SOCIALIST CALCULATION DEBATE
RECONSIDERED (1985); DAVID RAMSAY STEELE, FROM MARX TO MISES: POST-CAPITALIST SOCIETY AND THE CHALLENGE
OF ECONOMIC CALCULATION (1992); idem, Posing the Problem: The Impossibility of Economic Calculation under
Socialism, 5 J. LIBERTARIAN STUD. 7 (1981); TRYGVE J.B. HOFF, ECONOMIC CALCULATION IN THE SOCIALIST SOCIETY
(Liberty Press 1981) (1949).

S'Leoni, supra note 7, at 19.
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they cannot predict the often far-reaching effects of legislation. Legislation routinely has
unintended consequences, a fact that cannot be gotten around since it is necessitated by the

systematic ignorance that legislators face.

In a common-law process, law develops spontaneously, unplanned, much as prices arise
spontaneously on a free market. Mises showed that only when individuals remain free to trade
and own private property can genuine prices be discovered. Similarly, true law is discovered in
a process that “can be described as sort of a vast, continuous, and chiefly spontaneous
collaboration between the judges and the judged in order to discover what the people’s will is in

a series of definite instances—a collaboration that in many respects may be compared to that

what
'4
existing among all the participants in a free market.”** True Law cannot be designed or 5689& 4 bov th X
41 \\.‘s\s‘.&,
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