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“Ludwig von Mises and Contemporary Free Banking Theory”
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“Ludwig von Mises and Contemporary Free Banking Theory”
£ R

This report examines 1) the historical question concerning the real position of Mises on ““free banking”” and 2) the theoretical
claims of both Mises and contemporary free banking theorists on this issue, in light of Mises’s own monetary and banking
theory. | argue that Mises was actually holding a middle ground between modern 100 percent reserve free bankers and
fractional reserve free bankers, that is, neither had Mises sought to establish a 100 percent system imposed by legislation,
nor his free banking system involving in FRFB theorists’ claim that an elastic adjustment of fractional reserves can smooth
Trade Cycles. For the second issue, | argue that 1) The Mises version of free banking is hard to realize his ultimate objective,
viz., the extreme restriction of fractional reserves and the eradication of Economic Crises, 2) modem FRFB theorists’
modified version is theoretically unsatisfactory, 3) the fraud/embezzlement argument of 100 percent free bankers regarding
fractional reserves is generally correct, whereas it does not satisfactorily explain the real nature of modern “demand
deposits”. For this question I point to a possible solution in the concept of “imaginary good” pioneered by Menger. | also
point two possible ways to a resolution of modern free banking debate. Both can be traced back to the original thoughts of
Hayek. Nevertheless, a further resolution can only be reached on condition that it is generally conceded that fractional

reserve free banking cannot solve Economic Crises.
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®  The Hume Society

The 47th International Hume Society Conference, Pontificia Universidad Javeriana, Bogota, Colombia, 6-10 July 2020.
https:/filosofia.javeriana.edu.co/hume-society-conference

®  ECSSS (Eighteenth-Century Scottish Studies Society)

ECSSS/ISSP Conference, online, 6-7 August 2020.

https://www.usiouxfalls.edu/academics/issp/events

® EAEPE (European Association for Evolutionary Political Economy)
The 32nd Annual EAEPE Conference, online, 2-4 September 2020.

https://eaepe.org/?page=events&side=annual _conference&sub=eaepe 2020 cfp
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®  ENPOSS (European Network for the Philosophy of the Social Sciences)

Annual Conference, Université Toulouse-Jean Jaurés, Toulouse, France, 16-18 September 2020.
http://enposs.ew/

®  STOREP (The Italian Association for the History of Political Economy)

The 17th Annual Conference, Online (Universita di Roma Tor Vergata), 1-3 October 2020.
http://www.storep.org/wp/en/1 7th-annual-storep-conference-roma-25-27-june-2020/

® HETSA (History of Economic Thought Society of Australia)

Postponing Annual Conference.

https://www.hetsa.org.au/news-announcements/8 1 -postponing-this-year-s-hetsa-s-conference-2020
® RES (Royal Economic Society)

Annual Conference, Queen’s University, Belfast, Britain, 2021 (Annual Conference 2020 cancelled).
https://www.res.org.uk/event-listing/2020-annual-conference.html

®  SES (Scottish Economic Society)

The Annual General Meeting, Glasgow, 11 April 2021.

http://www.scotecon.org/call-for-papers-2/

® ESHET (European Society for the History of Economic Thought)

The 24th Annual Conference, Sofia, Bulgaria, 27-29 May 2021

https://www.eshet.net/

® HES (History of Economics Society)

The 48th Annual Meeting, Utrecht University, the Netherlands, 24-27 June 2021.
https:/historyofeconomics.org/conferences/upcoming-hes-conference-locations/

® ECSSS (Eighteenth-Century Scottish Studies Society)

The 33rd Annual Conference, 29 July-1 August 2021.

https://www.liverpool.ac.uk/eighteenth-century-worlds/events/scots-abroad/

® EAJRS (European Association of Japanese Resource Specialists)

The 31st EAJRS Conference, Saint Petersburg, Russia, September, 2021.

https://www.eajrs.net/

® THETS (The History of Economic Thoughts Society)

The 52nd Annual Meeting, Fitzwilliam College, University of Cambridge, Britain, 1-3 September 2021.
https://thets.org.uk/annual-conf-2020/
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