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udwig von Mises observed, “It is customary to trace the influence that

the milieu exerted upon the achievements of genius” (1969, p. 9). He

goes on to suggest that, whatever the general merit of the custom, it
is unsound when applied to the great thinkers of Austria. Not heeding Mises’
warning, eminent philosopher and historian of science Stephen Toulmin,
along with his coauthor Allan Janik, argues in Wittgenstein’s Vienna that late
Hapsburg Viennese intellectuals had strikingly similar philosophical back-
grounds, problem sets, and ethical outlooks. The book is in part an attempt
to isolate the “general philosophical framework which was the common pos-
session of musicians, writers, lawyers and thinkers of all kinds” and to focus
on “the common themes and problems . . . of writers, thinkers and artists in
all fields” (pp. 29 and 30). In this article, I shall argue that there was greater
diversity in the problems and philosophical backgrounds of Viennese intel-
lectuals than Wittgenstein’s Vienna suggests. Since we are to deal with a claim
that applies to intellectuals in “all fields,” it will be profitable to examine a
field that in Wittgenstein’s Vienna is disposed of in one sentence: economics.
The one sentence states that: “Menger’s Marginal Utility Theory—so char-
acteristically Viennese in its emphasis upon the psychological and subjective
factors which underlie value—is still a central tenet of many modern econo-
mists” (p. 53). That economics was more significant in the intellectual life of
Vienna than the space devoted to it by Toulmin and Janik would indicate is
attested to by historian Arthur May: “In no sphere of thought were Austrians
more conspicuous than in economics” (1951, p. 318).

This article will be divided into three sections. In the first, I shall seek to
learn whether we find in the Austrian economists a further instance of the
dominance in Vienna of Kantianism. The second section will deal with the
Austrian theory of marginal utility in order to discover whether it is in fact
connected more to subjectivist ethics (associated with Tolstoy and Kierke-
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gaard in Wittgenstein’s Vienna) or to independent developments in the science
of economics. I shall attempt to deal in the third section with what we can
learn from Austrian economists about the general Viennese milieu. In partic-
ular, I shall be concerned with the questions of whether Hapsburg society
was indeed stagnating and decadent and whether there was in fact no oppor-
tunity for involvement in the world as an alternative to introverted
subjectivism.

Neo-Kantian versus Non-Kantian Influences

In Wittgenstein’s Vienna, the intellectual atmosphere of pre-1919 Vienna is
described as a “neo-Kantian environment” (p. 22). The Kantian influence has
been affirmed by some, ignored by others, and disputed by a few." The central
message of Kant that is claimed by Janik and Toulmin to have influenced
Viennese culture is that the structure of the mind limits what we can say and
know. Although the main alternative to Kantian influence usually mentioned
is Aristotelian influence, I shall contrast the a priori deductions from pure
reason of a Kantian with “empiricism” defined very broadly so as to include
not only Aristotle and modern positivism but also the ideal-types methodol-
ogy of Weber. In order to learn whether Viennese intellectual life was at root
thoroughly Kantian, I shall look for a Kantian influence on five of the most
eminent members of the Austrian school of economics: Carl Menger (1840-
1921), Friedrich von Wieser (1851-1926), Eugen von Bohm-Bawerk (1851—
1914), Ludwig von Mises (1881-1973), and Friedrich von- Hayek (born
1889). . o

The distinction between empiricism and Kantian methodology for the
Austrian economists was not one between a positivist and a nonpositivist
view of the acquisition of economic knowledge. None of them saw economics
as an empirical science in the narrow positivist sense, although they all
granted the utility of empirical (historical) studies. The distinction was rather
one between seeing, on the one hand, the absolute, eternal economic laws as
- having their source in ideal types abstracted from events in the world and
seeing, on the other hand, those laws as having their source in the transcen-
dental categories of our minds. : '

In his article on Bohm-Bawerk, Emil Kauder says that “In the Austria of
this time, Aristotelianism and ontology took the place of Western empirical
skepticism and pragmatism.”? The Aristotelianism to which he refers is no-
where more explicitly evident than in the methodological works of Carl Men-
ger, the founder of the Austrian school of economics. Of Menger’s early in-
tellectual development, Hayek reports that, regrettably, little is known.? But
we need not be experts on Menger’s background in order to know that he
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was positively influenced by Aristotle. Menger’s Problems of Economics and
Sociology (better translated as Investigations into Method) provides clear evi-
dence. Menger, for instance, says that Aristotle was superior to Plato because
Aristotle “was not only a splendid speculative thinker . .. but was also an
indefatigable observer.”

Hayek affirms the view, disputed by others, that Menger wrote the In-
vestigations into Method in response to the total neglect by economists of his
Principles of Economics (1952b, pp. 538—39). If, in fact, the doctrines of the
Investigations are not a natural outgrowth of the Principles, but only a post
hoc apologetic, then it might be argued that in what he actually did in eco-
nomics (as opposed to what he said later about what he did), Menger owed
little to Aristotle. But Hutchison notes that in the footnotes to the Grund-
satze, Aristotle is one of the most frequently cited authorities (1973, p. 32).
Menger’s contemporary, Oskar Kraus, claimed in particular that Menger’s
work had much in common with Aristotle’s Topics as interpreted by Bren-
tano.’ So the Aristotelian influence seems to be present throughout Menger’s
career and not just in his later methodological work.

Menger’s debt to Aristotle provides indirect evidence that Menger was a
non-Kantian. In addition to the indirect evidence, Kauder has found direct
evidence in the Menger library at the Hitotsubashi University in Japan. The
library is valuable for settling issues of intellectual influence because of Men-
ger’s habit of heavily marking and annotating books that he read. The value
of the library collection is somewhat limited, however, because many of Men-
ger’s philosophical holdings were retained by his son. In spite of this, Kauder
finds evidence, mainly in notes to a history of philosophy text by Uberweg,
that Menger “objected to Kant’s main idea that the logical concepts (a priori
categories) are necessary forms of our mind and have no bearing on the in-
dependent existence of reality” (Kauder, 1959, p. 60).

Of Wieser, the second Austrian economist whom I shall consider, Hayek
has said: “In him the civilization of Old Austria found its most perfect expres-
sion” (1952b, p. 567).6 That Wieser’s intellectual background was conducive
to Aristotelianism is indicated by Emil Kauder when he notes that “The Vi-
ennese Schottengymnasium, the intellectual nursery of many famous Austri-
ans, including Wieser, required, even after 1918, the students to read Aris-
totle’s metaphysics in the original Greek.”” Let us examine a paragraph from
Wieser on methodology to see whether or not it confirms our expectations
of Aristotelian influence:

The method of economic theory is empirical. It is supported by observation
and has but one aim, which is to describe the actual in its entirety, as purely
empirical sciences are wont to do. They strive to remain true to nature in
every minute detail. But the economist is like an historian unfolding an in-
dividual historical course of events or a statistician summarizing a series of



160 ¢ The Review of Austrian Economics

cases. He endeavors to place before us the typical phenomenon, the typical
development, and to eliminate whatever may be subordinate, accidental or
individual. (1929, p. §)

This sounds very Aristotelian in that the pursuit of the “typical phenomenon”
seems identical to the pursuit of the essence of what is experienced, i.e.,
Wieser seems to have an essentialist methodology that differs little from Men-
ger’s.® Wieser’s description of his method as psychological on the pages pre-
vious to this passage might lead one to suspect a Kantian influence.’ But
Wieser notes that the designation of his method as psychological “may lead
to misunderstanding” (p. 3). In the end, he seems to mean nothing more by
it than that we all have a common stock of economic experience upon which
we may draw for the ground of our economic theorizing. If methodological
comparisons are to be made on the basis of this passage from Wieser, then
perhaps the most fruitful one would be the similarity of Wieser’s methodol-
ogy in economics with Weber’s in sociology."

Of the founding triumvirate of Austrian economics, Bohm-Bawerk prob-
ably was the least concerned with problems of method.!" In spite of this, Emil
Kauder believes himself justified in declaring that Bohm-Bawerk and Menger
“were Aristotelians” (1958, p. 414x). He apparently makes this judgment
largely on the basis of a study by Oskar Kraus textually comparing Aristotle’s
theory of imputation with Menger’s and Bohm-Bawerk’s.'?

Hayek tells us that Bohm-Bawerk was “the teacher at the university who
had the greatest influence on [Ludwig von Mises}” (1973, p. 1245). Since, as
we have seen, Bohm-Bawerk was the least preoccupied of the Austrian econ-
omists with methodology, this may help to explain why it would have been
easier for Mises to strike out in a non-Aristotelian methodological direction
than if he had studied primarily under Wieser or Menger. Mises rejected the
Aristotelian methodology of the other Austrian economists in order to adopt
a Kantian position, as his methodological comments in Human Action as
well as his remarks in Epistemological Problems of Economics and The Ul-
timate Foundation of Economic Science make clear.!

The final Austrian economist to be considered is Friedrich von Hayek.
When 1 had an opportunity to ask him for-his comments on Wittgenstein’s
Vienna, he mentioned that it did not give enough attention to the importance
of Aristotle in the intellectual scene. He noted, for example, that the influence
of Aristotle (as opposed to Kant) was greater in the Austrian universities than
in the German ones.'* He did not say, however, that he was himself an Aris-
totelian. Although in his own early work, there is little direct reference to
methodology," his later methodological works evidence an increasing ten-
dency toward the epistemology of Popperian positivism.'® Popper, who him-
self studied under Mises in Vienna, was from an early age impressed by Kant
and claims that “what still divides me from most contemporary philoso-
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phers” is their essentialism (an Aristotelian doctrine).'” Hayek’s own studies
under Mises and his intellectual ties to Popper might help to account for his
claim that “On the issue of the theory of knowledge, [ am probably a Kantian
more than anything else” (1975b, p. 8).

Of the five Austrian economists whose epistemological background we
have considered, three can be classed as non-Kantians and two as neo-
Kantians.

Marginal Utility

In this section, I shall consider the doctrine that is generally considered the
Austrian school’s main claim to fame: the theory of marginal utility (alter-
natively called the theory of subjective valuation).!® Three issues about this
theory will be raised. (1) To what extent can non-Kantian or neo-Kantian
influence be seen? (2) Does the doctrine of subjective value in economics have
any relation to subjectivity in ethics? (3) To what extent did the subjective
value doctrine arise out of the late Hapsburg milieu?

I shall begin the discussion of the marginal utility doctrine by taking up
the general question considered in the first section of this paper, viz., is the
doctrine traceable to neo-Kantian or non-Kantian (largely Aristotelian) influ-
ences? Since Car]l Menger is the originator of the marginal utility theory, the
influences upon him concern us most.'” Besides circumstantial evidence, such
as Bohm-Bawerk’s comparison of the marginal utility doctrine with the Co-
pernican revolution, there would appear to be two different sorts of argu-
ments that could be given for a Kantian influence.?® The first would argue
(1) that Menger’s milieu was Kantian and (2) that Menger was significantly
influenced by his milieu. We have seen in the first section of this article that
there are grounds for doubting the first assertion. But more importantly, we
have seen that if cthe first assertion is granted, then there are even stronger
grounds for denying the second (i.e., if Menger’s milieu was Kantian, then his
explicit and outspoken Aristotelianism would indicate an independence from
his milieu).

The second sort of argument for a Kantian influence on Menger’s devel-
opment of marginal utility is similar to the first, but is more specific in that
it attempts to give the precise sources for a Kantian influence and is more
sophisticated in that it takes account of the fact that Menger was, on the
surface at least, explicitly an Aristotelian. Spiegel presents the argument in
these terms:

There was . . . in the German speaking countries the strong tradition of the
philosophy of Kant’s idealism, paralleling and rivaling that of Hegel, an ide-
alism that interpreted the phenomena of the external world as creations of
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the human mind. The intellectual atmosphere generated by Kant’s philoso-
phy would foster the development of a subjective theory of value, regardless
of whether or not the economist enunciating such a theory was a full-fledged
Kantian. Earlier nineteenth-century economic thought in Germany con-
tained a number of hints pointing toward a subjective theory of value, and
Menger, unaware as he was of Gossen’s complete analysis, which stemmed
from Bentham, was influenced by these. (1971, p. 531)

For this argument to work, two assertions would have to be established: (1)
that the early German economists who may have influenced Menger, notably
Eberhard Friedlander (1799-1869), were themselves influenced by Kantian
idealism and (2) that these early German economists (or others who were
influenced by Kant) were the sole, or at least the predominate, influences on
Menger’s development of the marginal utility theory.?! I cannot comment on
the first assertion, but the second is demonstrably false.

In his appendix on “The Measure of Value,” Menger begins by saying
“As early as Aristotle we find an attempt to discover a measure of the use
value of goods.and to represent use value as the foundation of exchange
value” (1950, pp. 295-96). In this same appendix (p. 296), he also acknowl-
edges the work of Turgot and Condillac. R.S. Howey found that: “Among
the authors who wrote on economics and whom Menger remembered he had
read early in life are a number—such as J.B. Say, Lauderdale and Condillac—
whom other writers subsequently characterized as predecessors of the Mar-
ginal Utility School” (1960, p. 26). There are also indications that Menger
was influenced by Cournot, but this is still open to debate.?2 Another primary
influence is indicated by Kauder:

In Menger’s library [ found one author whom Menger forgot to mention in
his footnotes. He is Joseph, Ritter von Kudler (1786—1853). Not Menger
but Kudler started the value discussion at the University of Vienna, and Kud-"
ler’s textbook was Menger’s primer in economics. (1965, p. 84)

The influence of earlier economists on the development of marginal utility
theory may indicate that the theory was developed as much in response to
internal problems in the developing economic theory as in response to phil-
osophical problems (whether derived from a Kantian or non-Kantian
perspective).?

The second issue with which I shall deal in this section of the article is
whether or not the doctrine of subjective value in economics has any relation
_to subjectivity in ethics:?* In Wittgenstein’s Vienna, Janik asserts that the
“Marginal Utility Theory” is “characteristically Viennese in its emphasis
upon the psychological and subjective factors which underlie value” (p. 53).
The clear implication is that the theory of marginal utility is related to the
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ethical subjectivism discussed in Wittgenstein’s Vienna as a key to under-
standing the Tractatus could lend further credence to the picture of the Vi-
ennese milieu painted in Wittgenstein’s Vienna and at the same time help to
position the Austrian economists as an integral part of the milieu. Unfortu-
nately, there is no very clear connection between the subjective theory of
value in economics and subjectivism in ethics.

That Menger understood this is confirmed by Kauder (1965, p. 82), who
reports that in handwritten notes, Menger was even more emphatic than in
his published works in asserting the separation of economics and ethics. Stig-
ler argues that Menger desired to separate ethics from social science when he
notes that: “[Menger’s] word for utility—Bedeutung—was surely intention-
ally neutral, but [sic] probably it was chosen for its non-ethical flavor”
(1965a, p. 87). Turning to Menger himself for final confirmation, we find
him claiming that “economic theory is concerned, not with practical rules for
economic activity, but with the conditions under which men engage in prov-
ident activity directed to the satisfaction of their needs” (1950, p. 48). This
would seem to confirm the value-neutral aspect of Menger’s theory by ex-
pressing the claim that economics operates under the conditional: “If men act
qua economic men, then certain economic laws follow.”? Thus, there is no
necessity for the economist to claim that men always will act qua economic
men or that they always should.

It is significant that Menger is not alone among the Austrians in affirming
the ethically neutral character of marginal utility theory. For instance, Bohm-
Bawerk in his introductory remarks in the chapter entitled “Nature and Or-
igin of Subjective Value” makes use of an illustrative example that does not
involve ethical subjectivism (1973, pp. 10-11). In the example, “One man is
sitting beside a copiously flowing spring of fine drinking water” and the other
is “traveling across the desert” with “one last single cup of water left” (p.
10). The man in the desert and the man by the spring could affirm identical
objectivist (naturalistic or deontological) ethical positions without this in any
way impairing the effectiveness of the example in illustrating why the one’s
subjective valuation of a cup of water would be different from the other’s.

Let us assume, however, for the sake of argument, that the Austrian econ-
omists were not successful in constructing a value-free economics. To the
extent that this assumption is plausible, I think that it would then have to be
argued that if there are ethical implications, they are of an objectivist kind,
not of the subjectivist sort that we would expect from the Wittgenstein’s Vi-
enna picture of the Austrian milieu. For example to the extent that we can
gather Menger’s ethical views from comments in the Principles, they would
seem to point toward an objectivist, naturalistic ethics.?® To the extent that
the “subjective” in the subjective theory of value calls to mind an idiographic
approach to man, it is misleading since the Austrian approach is to establish
universal laws applicable to all men. Thus, if one were to look for an analo-
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gous approach in ethics to this one in economics, one would have to look to
those ethics that claimed to derive necessary, universal ethical norms, i.e., to
naturalistic or Kantian ethics.

The third and final issue that I shall consider with regard to the marginal
utility theory involves the extent, if any, to which it is meaningful or useful
to say that the subjective value doctrine arose out of the late Hapsburg Vi-
ennese milieu. One fact above all needs to be considered here, viz., that “the
subjective value theory is not the distinctive hallmark of the Viennese school.
Not only Menger, but also Jevons and Walras, discovered subjective valua-
tion” (Kauder, 1958, p. 419). Thus, the implication of Janik’s statement is
wrong when he says that Menger’s marginal utility theory is “so character-
istically Viennese in its emphasis upon the psychological and subjective fac-
tors which underlie value” (p. 53). The independent, simultaneous discovery
of marginal utility by men from very different cultures indicates that the state
of economic science made the time ripe for it, not that any cultural milieu
made it more likely. Hayek endorses this conclusion when he says that
“[Jevons’; Menger’s, and Walras’s] scientific work seems to me to have sprung
entirely from their awareness of the inadequateness of the prevailing body of
theory in explaining how the market order in fact operated.”® This is appar-
ently consistent with what Menger told Wieser about the development of
Menger’s marginal utility theory:

Wieser said that Menger told him that he had been drawn to the develop-
ment of his ideas while a journalist covering market conditions for the Wie-
ner Zeitung. At this time he reportedly noted that the prices of goods did
not seem to be determined in the manner his study of economics would have
led him to believe. As a consequence he came to believe that utility rather
than cost controlled the price of a good. (Howey, pp. 24-25)

This account of the development of marginal utility theory is thus in accord
with Toulmin’s observation that “the problems of science have never been
determined by the nature of the world alone, but have arisen always from the
fact that, in the field concerned, our ideas about the world are at variance
either with nature or with one another” (1972, p. 150). The only real diffi-
culty for our account would arise if we accept Schumpeter’s claim that eco-
nomics after Ricardo became a stagnant and sterile field, remaining so up
until the marginalist revolution (1952, pp. 570-71). If this claim is true, then
we would be driven to conclude that the time was equally “ripe” for the
marginal utility theory for a period of fifty years.?® But in this case, our ac-
count would not be very informative, i.e., what is left of the meaning of
ripeness in this case? Perhaps we would have to conclude either that econom-
ics had ceased to be a science in this fifty-year period or else that it really had
not yet become one. These difficulties, however, may be nonexistent if Hayek
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is correct in disputing Schumpeter’s claim on the sterility of post-Ricardian
economics (1973, p. 1). Thus, we may at least tentatively conclude that the
invention of marginal utility came more as a result of the internal problems,
explanatory ideals, and development of economics as a discipline than as a
result of any influences from the late Hapsburg Viennese milieu.?

The Austrian Milieu

As was stated at the outset, in this third and final section, 1 shall attempt to
deal with what we can learn from the Austrian economists about the general
Viennese milieu. In particular, 1 shall be concerned with the questions of
whether Hapsburg society was indeed stagnating and decadent and whether
there was in fact no opportunity for involvement in the world as an alterna-
tive to introverted subjectivism. This section will be briefer and more specu-
lative than the previous two, largely because it deals more with what might
have been than with what was. In Wittgenstein’s Vienna, it is claimed that:

Apart from the 1914 War, there is no knowing how fanatically determined
Francis Joseph’s successors would have been to protect their absolute power
over defense and foreign affairs; so there is no knowing whether under other
circumstances, Austria might not have evolved into a constitutional mon-
archy capable of responding to the political, economic and social demands
of the twentieth century. (p. 274)

While it is true that there is no way of knowing with certainty, 1 nonetheless
believe that there are clear indications that Austria was evolving in a positive
direction. Seven of these indications are as follows:

1. The recognition of Francis Joseph that he had been around too long (May
1956, vol. 2, p. 815).

2. The cabinet and commission appointments of Menger, Bohm-Bawerk,
and Wieser (May 1951, p. 318).

3. The general economic improvement of the empire (Murad, p. 197).
4. The successful monetary reform (Murad, p. 197).

5. Bohm-Bawerk’s efforts against government economic subsidies (Senn-
holz, 1973, p. xi).

6. The existence of an elected assembly and the Emperor’s taking a genuine
interest in it (Redlich, pp. 306-9).

7. The growing power and influence of the liberal bourgeois (Murad, p.
189).
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It is true that in late Hapsburg Austria, there was not a full-fledged con-
situtional monarchy. But this is not incompatible with continual progressive
evolution in a society. It has been said that the only force holding the empire
together was the Hapsburgs.’! For them to have lost control would have
meant discord and dissolution. That this is what it did mean was strongly
expressed by Churchill: “There is not one of the peoples or provinces that
constituted the Empire of the Hapsburgs to whom gaining their independence
has not brought the tortures which ancient poets and theologians had re-
served for the damned” (p. 18). On the other hand, a combination of rela-
tively autocratic political control with increasing economic freedom and ma-
terial growth would have permitted the forces of free trade and opportunity
for material improvement to have had their natural and gradually increasing
pacific and unifying effects.

Those periods are most creative in which there is a clash of ideas and
outlooks. Along with an increase in creativity, such atmospheres also reduce
certainty and thereby increase psychological strain. It is thus not surprising
that many traditionalist dogmatists as well as creative intellectuals (those un-
der the most strain) often view their culture from the inside as being decadent.
With our knowledge that a culture did collapse, it is therefore always possible
to find voices prior to the collapse to affirm our hindsight view that the cul-
ture was “decadent.” But cultures do not die just from endogenous factors.
They also can be killed by exogenous factors such as invasion and natural
catastrophe, e.g., the brief cultural renaissance just before and during Dub-
cek’s rule did not die from internal weakness; it was killed by the Soviet
invasion. Similarly, I think that it could be argued that Periclean Athens and
Hapsburg Austria collapsed because of external forces. This is only to claim
that the cultures were sound enough to continue a creative, progressive evo-
lutionary development indefinitely.3? It is not to say that over time there
would not have been gradual, but fundamental institutional change.

The second issue that must be dealt with in this section is whether 6r not
there was opportunity for involvement in the world as an alternative to in-
troverted subjectivism. The clearest indication that there was such opportu-
nity can perhaps come from the example of the Austrian economics. Through
their theoretical and civil service activities, they had a significant impact both
in Austria and the world. .

If Wittgenstein’s generation sought an escape from “the straitjacket of
bourgeois society” (Janik and Toulmin, p. 66) there were other ways of doing
it than through seeking a more authentic language. At least for Wittgenstein,
there was the concrete example of his father who had “escaped” by disobey-
ing his own father, coming to America, returning to create a ‘fortune, and
then spending it tastefully. With the counterexample of his father constantly
before him, it is impossible that Wittgenstein could have seen (unless through






