
Tibor Machan’s recent book Capitalism and Individualism1 is
written as a critique of his fellow free marketeers whom he sees as
attempting to argue for the free society by neglecting its moral
foundations.  I agree with Machan that the defence of free market
liberalism requires moral as well as practical arguments though
Machan’s own moral arguments may be mistaken.

However, his concern is not so much to present his moral case in
detail but rather to argue that a moral case is required and is rarely
provided by defenders of the free market.  Though I sympathise
with Machan’s stance I feel that he makes many errors in his nor-
mative critique of economics even though at times he sees things
correctly.  In this essay I shall largely be criticising Machan’s
critique rather than his positive moral theory.

Machan’s main complaints about economics are its alleged value-
free approach (which he sees as a sham in any case) and its “econ-
omic imperialism”.  The latter is the tendency for economics to be
applied to such supposedly non-economic issues as love and mar-
riage.  In short he sees economics as wanting to explain every-
thing under the sun and thereby, in certain instances, explaining
not very much.  Now in particular cases there may well be some-
thing to Machan’s charges.  I am not familiar with the alleged
economic imperialist analyses by economists such as George Sti-
gler and Gary Becker but nevertheless I do agree that economics
does quite legitimately have a larger scope than that of purely
commercial transactions.  Also, unlike Machan, I think that both
the subjective theory of value, properly understood and expressed
most forcefully by the Austrian economists and the value-free ap-
proach of economics are sound.  In what follows I shall be presen-
ting my own interpretation of the nature and scope of economics

and relating this to Machan’s critique rather than specifically de-
fending Stigler and Becker whose works I am not familiar with.

THE SUBJECTIVE THEORY OF VALUE

Part of the problem with grasping the Austrian subjective theory
of value is being clear about the context in which “value” is being
used.  This seems to be the source of Machan’s confusion.  It is
possible to subscribe to the subjective theory of values in econ-
omic analysis while holding an objective theory of values in
ethics.  For example, this is Murray Rothbard’s position.  How-
ever, most economic subjectivists also subscribe to ethical subjec-
tivism.  Machan chastises them for this but, confusingly, seems to
carry his criticism through to economic analysis also.  That most
economists are ethical subjectivists can be attributed to the domin-
ance of subjectivism in philosophy as Machan points out.

A clue to clearing up Machan’s confusion over “value” can be
found in von Mises’ Human Action.2

Utility means ... causal relevance for the removal of felt un-
easiness.  Acting man believes that the services a thing can
render are apt to improve his own well-being, and calls this
the utility of the thing concerned.  For praxeology the term
utility is tantamount to importance attached to a thing on ac-
count of the belief that it can remove uneasiness.  The prax-
eological notion of utility (subjective use-value in the
terminology of the earlier Austrian economists) must be
sharply distinguished from the technological notion of utility
(objective use-value in the terminology of the same econom-
ists).  Use-value in the objective sense is the relation be-
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tween a thing and the effect it has the capacity to bring
about.  It is to objective use-value that people refer in emplo-
ying such terms as the “heating-value” or “heating power” of
coal.  Subjective use-value is not always based on true objec-
tive use-value.  There are things to which  subjective use
value is attached because people erroneously believe that
they have the power to bring about a desired effect.  On the
other hand there are things able to bring about a desired ef-
fect to which no use-value is attached because people are
ignorant of this fact.

As far as economic prediction and explanation are concerned it is
only subjective use-value in the sense described by von Mises that
is important.  Economics notes that people pursue various ends
under varying systems of constraints and tries to predict what will
happen under these constraints.  Values are regarded as subjective
in the sense that people pursue different ends and value them dif-
ferently.  Machan takes issue with David Conway for taking the
standard liberal economists’ line about both parties to a transaction
benefitting from the exchange.  He quotes the following passage
from David Conway’s A Farewell to Marx:2

Capitalism has the great virtue of allowing people to pursue
their self-interest in ways that at the same time promote the
interests of others.  For the essence of exchange is that,
where uncoerced, both parties are better off for having en-
gaged in it.

Later on Machan retorts:4

If A trades his ounce of cocaine for B’s ounce of crack, is it
not more credible to claim that neither party benefited?

Unfortunately, Conway’s formulation is careless but he is essen-
tially correct.  What Conway should have said is that both parties
expect to benefit.  Of course, it is quite possible for them to make
mistakes and to regret their decisions immediately afterwards or
for one of the parties to defraud the other.  In fact the market
virtually requires that such mistakes (the non-fraudulent ones) will
be made.  Part of the function of the market is to penalise mis-
takes and to make people learn from them.  Ayn Rand has it right
in the passage which Machan quotes:5

If the stenographer spends all her money on cosmetics and
has none left to pay for the use of a microscope (for a visit
to the doctor) when she needs it, she learns a better method
of budgeting her income; the free market serves as her
teacher: she has no way to penalize others for her mistakes.

“Benefit” does have to be interpreted widely and Machan does not
like this sort of thing because it does seem to lead to vacuousness.
In other words, both a selfish and an altruistic action are regarded
as benefitting the actor.

Now when we say that both parties to a trade expect to benefit we
do mean that at the time of the transaction each party prefers to
engage in the trade to any alternative course of action.  So we call
this a “benefit” for a particular individual even if he is materially
worse off as a result of the transaction.  It does make sense to say
that he is better off if he thinks he is better off from the point of
view of his own system of values.  Conway’s point is that in a
free market people will not voluntarily do that which they expect
to make them worse off in an overall sense and therefore this ex-
plains how capitalism results in a net expansion of values.  If
people make mistakes which they acknowledge as mistakes they
will not voluntarily continue to do so.  They will seek better mar-
ket exchanges.  This is what Rand’s example illustrates and this is
why the general standard of living increases.

On the other hand, if people are coerced this generally means they
are being forced to do that which they would prefer not to do
(otherwise there would be no point in coercing them), so they are
likely to be made worse off in an overall sense.

OBJECTIVE USE-VALUE

Machan holds that values can be objective in the sense that, say,
food is objectively valuable for human wellbeing.  This is rather
like von Mises’ “technological” value alluded to above.  Food is
held to be objectively valuable on accound of “the effect it has the
capacity to bring about”.  Similarly, there can be objective non-
values.  I might take a cyanide tablet in the belief that it will cure
my headache.  Thus cyanide is subjectively valuable to me but
nevertheless it is objectively harmful and therefore objectively
nonvaluable.  A heroin addict subjectively values heroin even
though it is objectively harmful.

Now when we speak of something being objectively valuable we
must be referring to something like its technological value.  Value
in this sense could be eithe runiversal or specific and yet we could
still quite legitimately speak of “objective” vcalue.  The abstrac-
tion “food” can be considered to be a universally objective value
in the sense that it is necessarily and without exception of value to
all human beings who wish to live.  However, particular kinds of
food may only be specifically objectively valuable.  For example,
fresh vegetables are considered good for you becausse they con-
tain certain ingredients which objectively have certain life enhanc-
ing effects.  But some people may be allergic to, say, cabbage, in
which case, for these people cabbage would be an objective non-
value.  Alternatively, cabbage could be valuable in certain quan-
tities but harmful in greater quantities with the levels varying from
person to person.  It is still legitimate to speak of objective values
or nonvalues.  For, it remains the case that, given a particular situ-
ation and a particular person, cabbage has such and such nutri-
tional value or nonvalue.  The value of cabbage could only be
considered subjective (in the technological sense) if, given a cer-
tain context, its nutritional effects were neutral.  Thus contextual-
ism does not invalidate objective use-values.

From the fact that there are objective use-values we may or may
not be able to derive objective moral rules.  “Objective” in this
sense means absolutely right or wrong.  So even if it is objectively
healthier for a particular person to consume a larger proportion of
vegetables to meat than vice versa it would not necessarily follow
that he ought to do so.  Machan notes the possibility that an objec-
tive prescription might not follow from an identification of objec-
tive use-values in the following passage:6

A given skirt might really be bad for Suzzie, yet she just will
not recognize this.  Or some kind of health program might
be very beneficial to George, even though he is wasting his
money on a fad diet.

It might be replied here that, in the end, even the choice to
carry on with one’s human life, possibly the ultimate source
of objective values, is merely an arbitrary one.  Most folks
want to live, some do not.  We cannot establish the rightness
of the former and the wrongness of the latter.  So we are left
with a hypothetical standard of value in any case, which is
tantamount to subjectivism.

Machan, however, continues by offering the following rebuttal:

This objection fails to appreciate the context of value con-
cerns.  Value concerns arise only in the context of life, never
in the context of death.  Death could not be of value to any-
thing because valuing beings are necessarily live beings.
Dead beings, as far as we can make sense of it in rational,
practical terms, do nothing, including choose to value some-
thing in relation to their death.  It is only in connection with
life that values make sense in the first place, so this is not a
hypothetical but an objective, although not an intrinsic, ac-
count of values after all.

Though what Machan states is true it does not answer the preced-
ing argument as he thinks.  If someone chooses to commit suicide
this is still a value concern.  For the individual does make the
choice while still alive.  It is not obvious that in all circumstances
one should always choose to live.  If one is imprisoned in a con-
centration camp, conditions might be so unbearable that one might
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rationally prefer killing oneself to any alternative course of action.
It is a choice which one would make while still alive.  So it counts
as a legitimate value concern by Machan’s criterion.  Even Ayn
Rand, whom Machan seems to be indebted to in this line of argu-
ment, permits suicide in certain circumstances it seems.  At a par-
ticular point in Rand’s novel Atlas Shrugged,7 John Galt threatens
to commit suicide should certain conditions obtain.  Rand actually
errs here by the standards of her own morality.  Galt’s suicide in
the particular context described in the novel (but not in all
possible contexts) would in fact be an act of self-sarifice despite
Rand’s explicit denial in her novel.  But I don’t propose to justify
this statement here.  Suffice to say that Machan fails to establish
the universal value of life.

A BRIEF GLIMPSE OF THE NATURE OF OBJECTIVE
MORALITY

However, it might be possible to establish objective moral rules
conditional on life being a value.  Thus it might be possible to
establish that if one wants to live then one ought/ought not to act
in certain ways.  It seems to me that if such an objective morality
is possible then it is only so on a conditional basis.  That is, we
argue that if one wishes to achieve goal A then one ought to take
course of action B.  It might not be possible to establish the prior
rightness of goal A unless it too is a means to some further goal.
However, we might find that the more general the goal the less
specific the means that are required to achieve it.  Moreover, there
could be many issues which are morally neutral or courses of ac-
tion between which we would be morally indifferent.  Whether
one should prefer Beethoven to Mozart is a matter which I would
regard as morally neutral.  In Machan’s earlier example, what
dress Suzzie chose to wear would be of no moral consequence
even if one type of dress could be shown to be objectively supe-
rior to another.  In fact, contrary to Machan, it is not possible to
establish an objective use-value in relation to the aesthetic worth
of Suzzie’s dress.  Taste is purely subjective.  If a given dress is
“bad” for Suzzie this merely means that the individual critic (who
might be numerous) thinks it’s bad.  In the matter of taste Suzzie’s
subjective valuation is the only arbiter.  In the case of George’s
fad health diet, however, we do have objectivity.

Note that being able to construct moral rules which vary with the
context does not necessarily imply relativism.  If, given context A
action B is morally mandatory but given context non-A action
non-B is morally mandatory this is not the same as moral relativ-
ism.  We would have moral relativism or subjectivism only if,
given context A, any action was as good as any other.  (This is
assuming that the context is morally significant and not morally
neutral.  Whether I prefer apples to oranges is not morally signifi-
cant.  But whether I choose, in a particular context, to kill some-
one or not  is morally significant.  We have relativism or
subjectivism if we cannot establish the absolute rightness or
wrongness of my action in this morally significant context.)

Machan thinks that objective morality is possible though he is not
concerned with demonstrating this in Capitalism and Individual-
ism.  He says that he has done this elsewhere.  A fuller discussion
of the possibility or otherwise of objective morality is not the pur-
pose of this essay.

THE SCOPE OF ECONOMICS

As fas as economics is concerned it is only subjective use-values
which are important for analysis.  All that matters is that there is a
demand for, say, heroin (which we note empirically) and that,
therefore, heroin addicts will resort to such and such means to
obtain it.  If the supply of heroin is made illegal then we can pre-
dict that certain consequences will follow.  If the supply of heroin
is made legal then we can predict that other consequences will
follow.  In the former case the scope of economics extends into
the field of crime in so far as it focuses on the activities of or-
ganised crime and the criminal behaviour of addicts.  Machan
does not like this sort of thing.  He wants economics to be much
less pretentious.

However, there is in fact a clear boundary to the scope of econ-
omics.  Economics is “a science of the means to be applied for the
attainment of ends chosen”8 whatever those ends may be.  Econ-
omics takes the ends of acting Man as given in particular situ-
ations and the analysis proceeds from this.  Why particular ends
are chosen is a question for psychology, sociology, philosophy and
ethics.  Thus economics ends where these other disciplines begin.
Why some people value heroin is a question for sociology and
psychology, not economics.  Economics merely notes that some
people value heroin and elucidates the means which will be em-
ployed by individuals to secure it.  Consider another example. If
we have a group of racist employers we can expect the effects of
racial discrimination in hiring workers to be greater under a
regime of minimum wage laws then under free market conditions.
Thus we can use economics to account for the varying incidence
of racial discrimination in employment depending on the nature of
institutional constraints.  There does not seem to be anything
wrong in explaining the propensity for things like marriage and
crime in economic terms either.  But note that in these cases econ-
omics does not (or should not) attempt to explain everything.
That is what the other sciences are for.  Economics does not ex-
plain why the racist employers are racists or why some people are
racists and others not.  It does not explain why most people want
to marry and why some do not.  It does not explain why some
people are criminals and others not.  These are questions for psy-
chology, sociology and philosophy.  Having said that, it should be
noted that we need not insist on a rigid separation of disciplines.
Just as the boundary between logic and mathematics is blurred so
too is the boundary between economics and sociology.

WHAT “VALUE-FREE” MEANS

That economics can be value-free may seem incredible at first
glance because obviously all of us make frequent value judge-
ments concerning social matters.  Thus economists often assume
that certain things are generally considered valuable and call
policies “good” or “bad” in consequence.  But the individual
economist’s value judgements do not affect the nature of the ana-
lysis.  And this is what is meant by “value-free”.  Thus when an
economist points out that the Common Agricultural Policy results
in food mountains and that this is “bad” this does not affect the
value-free nature of his analysis.  He could equally well have
claimed that this is a good thing.  But it still remains true that the
Common Agricultural policy results in food mountains.  The
value-free nature of the economic analysis means that the predic-
tion that the CAP results in food mountains is independent of the
individual value judgement of the economist.  It does not mean
that the individual economist expresses no value judgements.  It is
because all of us habitually make value judgements while perfor-
ming essentially neutral analyses that this point is obscured.

Consider an analogy.  If two engineers come up with different de-
signs for a building then in discussing their respective merits they
may resort to value judgements, e.g. about aesthetics or ergon-
omics.  But this does not alter the fact that the integrity of their
structural designs is independent of their individual value judge-
ments.

Machan thinks that the value-free nature of economics is a sham.
For example, he states:9

... there is the plain matter that the very idea of trade or
exchange of commodities embodies certain value consider-
ations.  For trade to make sense, something must be owned
by someone, and ownership is a moral phenomenon.  To say
“A owns X” means, in part, that “None other than A ought to
have a decisive say about what happens to X”.  This does
not mean that none other will have such a say - a thief very
well could.  But even to understand theft we have to confess
some understanding of the moral issue of who ought to have
what say over what.

Accordingly, the moral dimension of life touches economics
at a very basic level, in the definition of market exchange, of
trade.
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But Machan’s objection is unfounded.  Economics is typically
concerned with analysing the capitalist system.  Thus it takes for
granted that capitalism embodies certain institutions and laws,
such as property laws and anti-theft laws.  Economic predictions
and explanations proceed from this basis.  Economics works as
follows.  Given a set of constraints A and people pursuing certain
ends B, C, D, what can we expect of their behaviour?  The con-
straints A, consisting of private property rights and, say, the rule of
law do of course embody “certain value considerations” as Ma-
chan says.  But, again, this does not affect the nature of economic
analysis.

Marx made much the same point against the alleged objectivity of
economics.  Bourgeois economics, he claimed, was unhistorical.
It only concerns itself with the workings of the capitalist economy
and moreover is politically biased in favour of capitalism.

It is true that economics is largely concerned with analysing things
as they are and that is, after all, because we do live in the present.
But, of course, it does not only do this.  It analyses both existing
variously hampered market economies and hypothetical free mar-
ket economies.  It also analyses the hypothetical socialist economy
in which private ownership and market exchange of the means of
production is abolished.  This latter type of analysis is usually un-
welcome to Marxists since it generally yields conclusions which
they would consider unpalatable.  In this case smearing economics
as mere bourgeois apologetics is a useful expedient.

Economics is, in fact, universally valid contra Marx and probably
Machan.  This is because the basis of economics is simply reason
applied to the fact that men act in pursuit of various ends.  All that
needs to be altered are the constraints to which men are subject
under various political systems.  Economics deals largely with
capitalism because that is largely what exists in various forms.

We can still do economics by assuming that private property and
the rule of law will not be respected.  In this case, in a capitalist
framework, we are dealing with the economics of crime.  Yet this
is just the sort of thing which Machan seems to condemn as
“economic imperialism”.

MORAL CONSIDERATIONS

Machan’s main point in Capitalism and Individualism is that the
defence of free market liberalism requires both economic and
moral arguments.  For example, if the economist argues that the
Common Agricultural Policy (CAP) results in food mountains or
that rent controls produce a shortage of private rented accomoda-
tion as well as a decline in its quality it does not automatically
follow that the CAP and rent controls are bad or undesirable.  It
may be that some people want an excess of food for various rea-
sons.  Or it may be that some people want a shortage of private
rented accommodation because of their hatred of private landlords.
They may believe that all or most rented accommodation should
be supplied by the state.

Machan also has reservations about the economic calculation argu-
ment which purports to show the impracticality of socialism.  He
does not feel that it carries an automatic prescription to favour the
market for this would presuppose the superior value of the wide-
spread prosperity attainable in the market.

Now while Machan is correct in arguing that the economic calcu-
lation argument (ECA) is not a sufficient argument for the free
market it is in fact rather more telling than Machan supposes.  To
the extent that the ECA is a critique of extreme socialism it does
not merely argue that socialism is vastly less productive than capi-
talism.  It argues that socialism would result in economic chaos
and famine.  Machan thinks that free marketeers presuppose the
value of prosperity and the satisfaction of individual desires when
they employ the ECA against socialism while many socialists do
not feel that this is necessarily valuable.

I think Machan is wrong.  I think most socialists do value these
things.  What they dislike about capitalism is its insecurity, in-
equality and “exploitation” etc.  Traditionally socialists have held

that socialism will be more productive than capitalism in that it
will be more effective in meeting people’s needs.  Capitalism does
not meet people’s needs, they allege, owing to the insecurities
caused by trade cycles, inequalities in purchasing power, etc.  But
if, in fact, socialists also want to redirect people’s frivolous desires
under capitalism to needs they consider more appropriate they
must still pay attention to the feasibility of this.  To that extent
they are forced to consider what the ECA has to say.  If there are
some socialists (such as the Greens) who are not much bothered
about the desirability of universal prosperity or who consider the
level of affluence attainted under capitalism to be evil this, Ma-
chan thinks, would render them immune to the ECA.  But this
would not be so.  For the ECA does not merely promise much
reduced living standards.  It promises widespread misallocation of
resources and consumer products.  It is not that socialism merely
produces fewer tractors, say.  It produces tractors with no wheels
or the wrong type of wheels or too many tractors and not enough
trucks.  It is difficult to see how such misallocation can actually be
valued whatever people’s individual political beliefs.

Thus far we have been referring to that type of socialism which
wants to abolish private property and the market economy.  It is
here that the full force of the ECA can be felt.  Where Machan
may have a point, however, is in relation to the moderate socialists
and interventionists, that is, those who merely want to manage the
market economy (most people fit into this spectrum).  With the
latter the ECA is not so powerful.  For it does not say that you
cannot construct a functioning economy under interventionism.
Indeed we have plenty of such functioning economies.  Here the
efficacy of the ECA is diluted to the extent that market relations of
some sort are tolerated.

Machan’s main point is well noted.  Powerful though the ECA is it
is primarily a negative critique.  It argues that [extreme, i.e. non-
market] socialism is impossible.  It is not a positive argument for
the free market and it offers no moral arguments either for or
against socialism.  It is a practical argument.  It only functions as
a moral argument against socialism indirectly.  Its prediction of
widespread chaos and starvation is presumed to be undesirable.
But the ECA does not tackle socialist aspirations head on in the
way that, say, Ayn Rand does.  The ECA does not directly tackle
the socialist ideal.  Because socialists regard capitalism as primar-
ily immoral whatever their formal statements to the contrary they
might find it difficult to be convinced by the ECA alone.  What
are required are arguments stressing not just the practicality but
the virtues of the free market and ultimately the immorality of
socialism.

Tibor Machan’s insistence on moral arguments for the free market
to supplement economic ones is I think valid.  Whether his par-
ticular arguments are the right ones is another matter.  I have ex-
pressed no opinion on this question.  However, Machan’s critique
of the scope and nature of economics, while making interesting
reading, is remarkably weak.
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