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Abstract

In this paper we analyse the concept of coerced exchange (and partly of voluntary
exchange inasmuch as the absence of coercion is its necessary condition), which
is of utmost importance to economic theory in general and to the Austrian School of
Economics in particular. The subject matter literature normally assumes that a coerced
action occurs under threat. Threats in turn can be studied from the perspective of speech
act theory, which is concerned with the speaker’s intentions. Ultimately, our goal is
to provide a descriptive (i.e. non-moralized) definitions of threat and coercion, based
on the analysis of the coercer’s intentions. If successful, we would be in a position
to present such an account of coerced and voluntary exchanges that is compatible
with both speech act theory and the Austrian methodology. Although we focus on
the Austrian School of Economics, we believe that our investigations might impact
on economic theory in general. We also criticize a rights-based account of coercion
employed in the research practice of some neo-Austrians and based on the libertarian
ethic of property rights.
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1 Introduction

A well-known contention holds that when a voluntary exchange takes place, both
parties benefit (at least ex ante). This is in fact the key proposition presumed to be true
both within the Austrian and the neoclassical paradigm. It is also assumed in the most
recognized economic theories and models such as the model of perfect competition
or general equilibrium theory. It also figured explicitly in Vilfredo Pareto’s welfare
economics.

Pareto is famous for his rule of efficiency, according to which economic changes are
efficient (Pareto-superior exchanges take place) whenever there is at least one person
who benefits (is better off) and no one who loses (is worse off) (see, for instance:
Wight, 2015, p. 81). Thanks to that understanding of efficiency, Pareto could thus
escape the difficulties with interpersonal comparisons of utility. In consequence, it is
at least intuitively plausible that voluntary exchanges are efficient in Pareto’s sense and
that in the case of coerced exchange one party benefits at the expense of the other,'
thus violating the Paretian rule of efficiency. These considerations tell us what the
results (or expected results) of voluntary exchanges are. However, this still leaves the
concept of voluntary exchange unanalysed.

Before proceeding, a few systematizing remarks are due at this point. In this
paper we adopt the following assumptions concerning relations between the following
notions (those premises are usually accepted in the literature dealing with the problem
of coercion, see: Anderson, 2011; Lamond, 2020). First, coercion renders actions (and
transactions) involuntary. Therefore, it is an analysis of the concept of coercion that is
the focal point of our essay. Second, coercion occurs only in interpersonal relations,
which implies that one cannot be coerced by entities that are not persons (or at least
we do not deal with such types of coercion). Third, coercion is a notion that is different
from the one of violence: in the case of coercion one party resorts to a threat” to get
someone to do something (coercion takes place only when the victim surrenders, i.e.
when the threat is successful), while violence can occur without a threat at all (one
party does not necessarily want another to do something, but makes him worse off
directly, e.g. in case of battery or robbery).

As threat (the sine qua non condition of coercion) can be classified as a speech act
(wordless communications can be treated as speech acts too, see: Green, 2020), and
because the speech act theory is essentially concerned with the analysis of the speaker’s
intentions, the idea of applying the said theory to investigating the coercer’s intentions
seems especially interesting and apparently promising. Even though the concept of

I As an anonymous reviewer noted, whether a coercer benefits at the expense of the coerced is, after all,
a contentious issue, for the very idea of benefitting crucially depends on the notion of “being better off”,
which, in turn, presupposes some baseline. In other words, the problem is: it is compared to what that the
coercer benefits. And the problem of determining the relevant baseline is one of the perennial problems in
philosophy of economics. Given this, it is indeed far from certain that the coercer benefits at the expense of
the coerced. Yet, it is difficult to deny that this statement has at least some intuitive appeal.

2 More precisely, it has to be a conditional threat of a form “if you do not do X, I will do Y”. We develop
this thread in "Speech act theory and intention-based account of coercion" section.
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coercion was not originally formulated on the grounds of speech act theory, we believe
that the latter may well serve to revise the former.>

The main goal of this paper is to provide such a definition of coercion that is compat-
ible with the foundations of the methodology of the Austrian School of Economics. The
rationale for the present research is that the notions (however clearly defined) of vol-
untary exchange and coercion as employed by Austrians are inadequate, with the main
indictment being that they run counter to Austrian methodology. Although this paper
aims at revising the concepts of coercion and voluntariness specifically within the Aus-
trian School of Economics, the considerations presented herein might impact on the
economic theory in general. Our thesis is that the intention-based concept of coercion
(Lamond, 1996, 2000, 2020) best fits the Austrian methodology. Another problem
to solve is the relation between the Austrian economics and libertarian ethic. Even
though the Austrians contend that “Austrian economics and libertarianism, although
often found together, are distinct both in principle and practice” (Egger, 1979, p. 119),
we argue that they are not always distinct in practice. In fact, we submit that they are
bound together in the very methodological apparatus employed by some well-known
Austrians (Block, 1995, 2000; Block & Gordon, 1985; Herbener, 1997, 2008; Hoppe,
[1988]2010, [1993] 2006, 1994; Huerta de Soto, [1992] 2010; Hiilsmann, 2004, 2008;
Rothbard, [1970] 2009b). Moreover, we believe that our findings will help to make
“a further step in the consistent application of subjectivism” (Hayek, 1952, p. 31)
in economic analysis, which seems desirable from the point of view of the Austrian
School.

The reasons for choosing the Austrian School are as follows. First, it is characterized
by quite consistent and sophisticated methodology, which has been appreciated by
the influential philosopher of economics, Uskali Méki, who claims that the Austrian
Schoolis “one of the most self-reflective traditions in economics”.* Second, the notions
in question are especially important to this intellectual current since a great number
of its theories rely on them; for example, monopoly theory, welfare theory, monetary
theory, theory of public goods, theory of interventionism, theory of entrepreneurship
or comparative analysis of economic systems (see e.g.: Hoppe, [1988] 2010; Huerta de
Soto, [1992] 2010; Hiilsmann, 2008; Kirzner, 1973; Rothbard, [1962 ]2009a, [1970]
2009b; Wisniewski, 2018).

Even if there were some attempts to deal with the problem of coerced and voluntary
exchanges in the economic literature (e.g. Christiano, 2016; Dawson, 2015; Hausman
& McPherson, 2006; Johnson, 2015; Klein, 2007; Munger, 2011; Musgrave, 1939;
Preston, 1984), none of them proposed a solution that was similar to ours (at least to
the best of our knowledge).

3 We are grateful to one of the referees for pressing us on the point of whether we define coercion by
resorting to the concepts operating in the realm of speech act theory or the latter simply illuminates the
former or both. In fact, we would be happy to say that by applying the framework of speech act theory
we define (or redefine) coercion rather than illuminate it, for illuminating coercion would most probably
imply that we simply shed some new light (or capture in other terms) on what is already known otherwise.
However, no such thing applies in our essay. Quite the contrary, as we find all Austrian concepts of coercion
hitherto proposed wanting, our agenda is rather to revise the concept. Hence, to put it precisely, we do not
define coercion anew (let alone stipulate what it is) but rather revise it along such lines that it should fit
neatly with the Austrian methodology.

4 https://tint.helsinki.fi/maki/research.html.
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This paper proceeds as follows. "Foundations of the Austrian methodology and
theory of exchange" section presents the most important methodological postulates of
the Austrian School of Economics and the foundations of its theory of exchange in
order to understand what criteria the concept of coercion should meet to be consistent
with the Austrian methodology. In "Problem of coercion in philosophy" section, we
take a look at those concepts of coercion that occur in the contemporary literature on
the subject. Next, in "Rights-based concept of coercion in neo-Austrian economics”
section, we analyse theories of voluntary and coerced exchange that are being ventured
in the research practice of the representatives of the Austrian School, while showing
that some of them use these concepts (i.e. voluntary and coerced exchange) in a way
that smuggles the libertarian ethic of property rights, thus making them inconsistent
with the methodological postulates put forward by Austrians. In "Speech act theory
and intention-based account of coercion" section, we offer a solution which seems
compatible both with the Austrian methodology and speech act theory at the same
time. The last section contains a short summary.

2 Foundations of the Austrian methodology and theory of exchange

In the eyes of Austrians, economics is a science of human action (praxeology). The
central proposition of the science is the so called action axiom, which holds that an
individual acts in order to attain certain ends by employing definite means. Among
the most fundamental methodological postulates of the Austrian School are method-
ological individualism and methodological subjectivism (Martin, 2015).
Methodological individualism postulates a certain norm of explanations in sci-
ences concerned with human action. Specifically, what would count as “satisfactory
explanations” in the said sciences would be the ones that account for “the change of
social institutions, social processes, social facts, and social structures” by citing “the
interplay of individual intended human actions” (Linsbichler, 2017, p. 17).5 Some
traces of this principle can be already found in Carl Menger, who contended that “eco-
nomic phenomena theoretically are reduced ultimately to individual economic efforts
or to their simplest constituent elements, and are thus explained” (Menger, [1963]
1985, pp. 90-91). It was the author of the term methodological individualism, Joseph
Schumpeter himself, who already stressed that this methodological principle should
be distinguished from both ethical and political individualism (and thus should not
be associated e.g. with egoism or liberalism, respectively). Methodological individu-
alism neither necessarily presupposes ontological individualism (Schumpeter, [1909]
1980). It rather emphasizes that “everything social must in some way be recogniz-
able in the action of the individual” (Mises, [1933] 2011, p. 39). The same has been
restated by Friedrich von Hayek and Ludwig Lachmann. Hayek, in his description
of “the individualist and»compositive« method of the social sciences”, stresses that
explanations of complex patterns of social order ultimately refer to beliefs held by

5 For an exquisite elaboration on the relation between institutions (or collectives) and individuals, see
Kaufmann (1958, pp. 158-168).
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acting individuals and to their interactions (Hayek, 1952, pp. 36—43). Lachmann sug-
gests that explanations in social sciences rely on tracing social phenomena back to
intentions and plans of certain acting individuals (Lachmann, 1971, p. 20). Finally, it is
worth emphasising that according to many Austrians methodological individualism is
concerned with explaining social facts as unintended results of intended individuals’
actions (see: Menger, [1963] 1985; Hayek, 1952; Linsbichler, 2021; Neck, 2022).

Methodological subjectivism, in its turn, holds that social scientists should not
be concerned with the (external) physical reality, but rather with acting individuals’
mental states. As Austrians claim, there are no objective economic values inhering in
material objects. Economic value is rather relative to human needs, desires or prefer-
ences. Moreover, Austrians emphasize that only ordinal scales of values are warranted
in economic analysis and no interpersonal, intertemporal or quantitative comparisons
of utility are valid. This subjective value theory, originally put forward by Menger
([1976] 2007), became the cornerstone of the Austrian School. But there is more
to methodological subjectivism than just that. This principle can be treated as the
extension of the Mengerian theory of value. It was Mises who consistently expanded
subjectivism (see: White, 1984; Lavoie, 1991; Mises, [1933] 2011). As Mises put it:
“Praxeological reality is not the physical universe, but man’s conscious reaction to
the given state of this universe. Economics is not about things and tangible material
objects; it is about men, their meanings and actions.” (Mises, [1949] 1998, pp. 92-93).
Mises also maintained that it is methodological subjectivism that allows economics
to be an objective and value-free science (Mises, [1949] 1998, p. 21). Hayek in turn
famously claimed that the data of social sciences comprises what people believe and
think, and not what exists out there independently of subjective beliefs and valuations.
To that effect, he stated what follows: “That the objects of economic activity cannot
be defined in objective terms but only with reference to a human purpose goes without
saying. Neither ascommodity« or an»economic good,« nor»food« or»money,« can be
defined in physical terms but only in terms of views people hold about things” (Hayek,
1952, p. 31). Or, as Don Lavoie expressed it: “It is not directly the way the world is
which matters to economics, but rather the way it appears to acting agents” (Lavoie,
1991, p. 476).

Some Austrians went even further. According to so called radical subjectivism,
with its originator, Ludwig Lachmann, in the first place, methodological subjectivism
is strongly connected with the method of Verstehen (i.e. interpreting other people’s
actions by understanding the meaning they ascribe to them), as put forward by Max
Weber (Lachmann, 1971). Lavoie even suggests that economics, as a human science,
is concerned with understanding rather than explanation (Lavoie, 1991, p. 473). This
orientation is also called the hermeneutical turn in the Austrian economics.

To sum up, Austrians consistently claim that economics is fundamentally about
intentions and meanings that people attach to things. Subjectivists hold that economic
goods and economic values exist only in the minds of economic actors. Therefore,
we could say that methodological subjectivism is based on the belief that social and
economic phenomena are relational (and not independent), i.e. they exist in relation to
acting individuals’ mental states. It means that economics deals with the mental and
not with the physical aspect of reality.
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Next, there is a value freedom postulate (Wertfreiheit). According to this principle,
no value judgements are acceptable within (positive, non-normative) economic theory.
As Austrians contend, value freedom postulate has it that “personal value judgements
are in no way expressed in the substantive content of the science” (Kirzner, 1994,
p- 313). It is not permissible for the economist gua economist (and not ethicist) to
judge whether a change in state of affairs is good or not. In order to assess that, one
needs to assume some standard of what is desirable and what is not. As we believe, in
more general terms, value freedom means that the descriptive and explanatory power of
economic theory should be independent of value judgements or ethical assumptions.’

Now, we can turn to the foundations of the Austrian theory of exchange. The funda-
mental question here concerns the motives of human action. As Mises states: “Acting
man is eager to substitute a more satisfactory state of affairs for a less satisfactory. His
mind imagines conditions which suit him better, and his action aims at bringing about
this desired state. The incentive that impels a man to act is always some uneasiness”
(Mises [1949] 1998, p. 13).

As we believe, the above quotation points to a plausible conjecture that the Misesian
concept of “uneasiness” might be identified with an unsatisfied desire (or preference).
If so, then we could say that this general motive which incites an individual to perform
a given action is an unsatisfied preference.” As Mises clarifies, to take an action, an
individual must be also convinced that his goal is achievable (ibid., p. 14) and that the

6 On the controversial relation between positive and normative economics, see for instance: Blaug (1998),
Davis (2014) and Colander and Su (2015). Blaug (1998) observed that, most of all, economists cannot
avoid so called methodological value judgments, i.e. they are committed to preferring one methodology to
another. That seems to be an uncontroversial statement. Colander & Su (2015) claim in turn, that Lionel
Robbins, in spite of the fact that he believed that economic theory should reduce to a study of logical
consequences of initial assumptions, also contended that economics should be divided between “that part
of economic analysis which requires ethics to the branch of economics which deals with policy and other
practical issues” and “the branch which deals with models and pure theory.” In his view, the latter should
not be value-laden (Colander & Su, 2015, p. 162). It seems that Austrians use a similar understanding of
positive economics (for discussion see: Gunning, 2005; Block, 2005). This perspective is taken for the sake
of argument here.

7 One reviewer noted that the leap we are making (i.e. trying to identify Misesian “uneasiness” with unsat-
isfied preferences) is particularly problematic on Austrian grounds. He or she also believes that the reason
which could bolster this identification would be the existence of preferences prior to actions, something
Austrians are generally cautious about. However, it is, as we submit, possible to make a case for an indepen-
dent (of action) existence of preferences, which would simultaneously bolster our apparently problematic
interpretation of Mises. We contend that it is the very notion of opportunity cost, as understood by Austrians,
that implies the independent (of action) existence of unsatisfied preference (see: Nozick, 1977). Hence, if
this argument counts for something, then just as uneasiness exists (being a precondition of any action and
thus existing prior to it) independently of action, so do unsatisfied preferences. This, we believe, renders our
leap from uneasiness to unsatisfied preferences less problematic. Incidentally, for an analysis of the relation
between preferences and choices in Austrian economics (and especially whether preferences do exist out
there or merely amount to an instrument explaining actual choices), see e.g. Pham (2017). Moreover, in all
fairness, in Mises we can find a passage which seems to provide yet another interpretation of the relation
between uneasiness and unsatisfied preferences: “Action is always directed toward the future; it is essentially
and necessarily always a planning and acting for a better future. Its aim is always to render future conditions
more satisfactory than they would be without the interference of action. The uneasiness that impels a man to
act is caused by a dissatisfaction with expected future conditions as they would probably develop if nothing
were done to alter them. In any case action can influence only the future, never the present that with every
infinitesimal fraction of a second sinks down into the past. Man becomes conscious of time when he plans
to convert a less satisfactory present state into a more satisfactory future state.” (Mises, [1949] 1998, p. 100)
In the light of this citation, it seems that Mises conceived of the relation between uneasiness and prospective
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benefit from the action will be greater than its opportunity cost, which can be identified
with the second-best alternative which has to be foregone (ibid., p. 97).8 Therefore,
we can say that an individual always undertakes the most, at least at the moment of
choice, subjectively desirable action.’ In other words, he acts in a certain way because
he prefers it to acting in a different way or not acting at all. Attaining ends is in turn to
be identified with satisfying desires (or preferences). Whenever an individual attains
a certain end, his preference satisfaction increases, and when a fewer of his ends are
being attained, his preference satisfaction decreases (see: Rothbard, [1962] 2009a,
p. 18).10

Since every action is “an attempt to substitute a more satisfactory state of affairs
for a less satisfactory one”, it is always a kind of exchange (Mises, [1949] 1998,
p. 97)."" According to Mises, when an exchange is made without cooperation with
other individuals (that is without expectation that another individual will perform an
action satisfying some preference of the acting individual), it is an autistic exchange.'?
On the other hand, when an individual expects cooperation from another, it is an
interpersonal exchange (ibid., pp. 195-196). While the former type of exchange is not
a subject of interest to catallactics (the theory of market exchange) at all, the latter is
its very core. It is worth noticing that a consequence of this distinction is that autistic
exchanges occur not only when there is no interaction between individuals, but also
when there is an interaction without cooperation. For instance, giving a present (when
one does not expect receiving anything from the other party in the future) is classified
as an autistic exchange (ibid.). Consequently, we should also thus conceive of actions
involving violence (but not coercion), such as battery, theft or robbery.

Footnote 7 continued

unsatisfied preferences in causal terms. That is to say, apparently he believed that the expectation of future
unsatisfied preferences causes uneasiness, with the latter in turn inducing man to act. Still, regardless of
whether the first or the second interpretation is preferable, the fact (for which we argued) that (unsatisfied)
preferences exist prior to action seems to support both of the above interpretations.

8 Note, however, that Mises does not use the term “opportunity cost” explicitly.

9 As underlined by one of the reviewers, for an actor to choose a course of action A it takes both a certain
(subjective) preference P and the (subjective) belief that A will lead to the satisfaction of P.

10° Ap anonymous reviewer correctly pointed out that, Rothbard’s pretenses to the contrary notwithstanding,
the above claim is valid only under the assumption of relative constancy of an actor’s preferences, the
assumption he explicitly denies, while speaking derogatorily of “the constancy error” (Rothbard, [1956]
2011, p. 295). After all, it is true that the preference satisfaction increases with a greater number of ends
attained (and conversely: the preference satisfaction decreases the fewer ends are attained) only with the
caveat that preferences are held constant. For, if preferences were to change over a certain time span, then
it might well be the case that the preference satisfaction actually decreases although a certain end has been
attained. For example, one explanation of such a possibility is that new (unsatisfied) preferences appeared
in the meantime.

I As Mises put it: “We call such a wilfully induced alteration an exchange. A less desirable condition is
bartered for a more desirable. What gratifies less is abandoned in 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 satisfaction which one must forego
in order to attain the end aimed at.” (Mises, [1949] 1998, p. 97).

12 This means that on Misesian grounds, it is logically possible for cooperation to be coerced. In Mises,
interpersonal exchanges are always based on cooperation and exchanges as such can be based on either
hegemonic or contractual bonds. And because hegemonic bonds can be either coerced or voluntary, it is
logically possible that there are instances of coerced cooperation. We are going to develop this thread a few
paragraphs later.
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It seems important to mention that Rothbard categorizes actions slightly differently.
According to him, gifts as well as murder or robbery are to be put under the rubric
of interpersonal exchanges (Rothbard, [1962] 2009a, pp. 79-94). We, however, do
not deal with such actions here since the very structure of coercive proposals requires
assuming a scenario wherein the proposer gets the recipient to do something for him,
with the latter expecting undesirable counteraction in case of his non-compliance (like,
for instance, in the case of the following proposal: “if you do not give me your wallet,
I will hit you™). Thus, we take the Misesian criterion of cooperation for granted in
defining interpersonal exchanges.

For our investigations the distinction between two types of interpersonal exchange
is crucial. Mises calls the first of them an exchange based on contractual bonds and
the second an exchange based on hegemonic bonds. As he maintains, in the case of
contractual bonds “the logical relation between the cooperating individuals is sym-
metrical” (Mises, [1949] 1998, p. 196). There is no director and subordinate. Each
party to the exchange has the same relation to the other, and each party receives
“definite quantities of goods and services of a definite quality” (ibid., p. 197). The
main difference between contractual bonds and hegemonic bonds is that in the case
of the latter “the scope in which the choices of the individuals determine the course
of events” is radically smaller. Mises writes: “In choosing subjection in a hegemonic
body a man neither gives nor receives anything that is definite” (ibid.). This means
that in such a situation, the only choice of a subordinate individual is subordination.
He, unlike the director, does not realize his goals (his main purpose is to act as the
director demands). It might be said that motives of his action are external to him. The
person who is mainly acting here is the one who gives the orders. The relation between
individuals is asymmetrical then (ibid., pp. 196-197).

Mises talks about physical violence and the threat thereof as possible motives
for choosing obedience. At the same time, however, he claims that the family is a
hegemonic structure too, so he does not seem to contend that these motives (physical
violence and the threat thereof) are the only ones that might underlie a hegemonic bond
(ibid., p. 197). In the end, it would be suspicious to claim that only preferences related
to physical reality matter in economics, since the science of human action is concerned
with all types of goals and preferences. It is also worth remembering that according to
Mises “no physical violence and compulsion can possibly force a man against his will
to remain in the status of the ward of a hegemonic order” (ibid.). Quite the contrary, the
only result of violence or the threat thereof is that “subjection as a rule is considered
more desirable than rebellion” (ibid.). Hence, the hegemonic bond occurs only when
an individual chooses to succumb to subordination, and he does so because he prefers
the consequences of obedience to the consequences of disobedience. If an individual
opposes the subordination, hegemonic bond does not occur (ibid.).

It is worth emphasizing that Mises does not talk about voluntariness and coercion
here. Indeed, since he recognizes family as a hegemonic structure, we could suppose
that according to him individuals can engage in hegemonic structures voluntarily. In
other words, it seems that according to Mises, coercion is not necessary for hegemonic
bond to occur. The only important thing is that the hegemon wants the counterparty
to realize his goals and gives the orders which the counterparty realizes, regardless of
the fact whether the latter does it voluntarily or not.
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It is also Rothbard ([1962] 2009a, pp. 82—84) who resorts to the term of hegemonic
bonds. However, in this author’s view, exchanges based on hegemonic bonds are
always coerced. In other words, he, contrary to Mises, identifies exchanges based
on hegemonic bonds with coerced exchanges, thus claiming that here, as opposed to
voluntary exchanges (which he identifies with exchanges based on contractual bonds)
one party gains at the expense of the other (Rothbard, [1962] 2009a, p. 84). As he
states, coercion (or intervention, with both terms being used interchangeably here)
evokes negative “direct effects on utility” (it decreases preference satisfaction of an
individual) (ibid., pp. 878-885). To sum up, Mises’s conception of hegemonic bonds
cuts across the Rothbardian distinction between voluntary and coercive exchanges.
By contrast, in Rothbard’s view, the concept of hegemonic bonds is co-extensive
with the concept of coerced exchanges. However, this differential conceptualization
of hegemonic bonds by Mises and Rothbard seems to amount to nothing more than a
merely classificatory (or verbal) issue. Still, since we are primarily interested in the
problem of coercion and voluntariness, we are supposed to talk about coerced and
voluntary exchanges.

Finally, our investigations should not ignore considerations on coercion put forward
by Hayek. In his Constitution of Liberty he dedicates the whole chapter to the issue of
coercion. Hayek explicitly accepts the assumptions mentioned by us in the introduc-
tion: that coercion occurs only between acting individuals; that there is a difference
between coercion and violence; and that coercion implies “the threat of inflicting
harm” (Hayek, [1960] 1978, pp. 133-135). Moreover, Hayek notices that a coerced
person—in spite of the fact that he or she is made to serve “another man’s will”—acts
(contrary to victims of violence, who do not act).13

Interestingly, Hayek distinguishes between coercion and power, and his conception
of power seems to correspond to the Misesian conception of hegemonic bonds. Hayek
admits that in the case of power one can direct other people without threatening them.
For instance, a director of an enterprise tells other people what to do in order to achieve
some common goal, but he does not pose a threat at them. Thus, power can be exercised
voluntarily, i.e. without coercion (still, it might be coercive too). It seems then that
exchanges based on power can be identified with exchanges based on hegemonic bonds
(in Mises’s terminology).'*

Despite its advantages (mentioned above) it is necessary to notice that Hayek’s
position on coercion has been criticized from many different points of view for its flaws
and inconsistencies (see: Hamowy, 1971; Hoppe, 1994; Paul, 1980; Rothbard, [1982]
1998; Viner, 1961). For Hayek indeed provides us with problematic criteria of coerced
actions. First, he contends that coercion can occur when “the services of a particular

13 “Coercion occurs when one man’s actions are made to serve another man’s will, not for his own but for
the other’s purpose. It is not that the coerced does not choose at all; if that were the case, we should not
speak of his "acting."” (Hayek, [1960] 1978, p. 133).

14 Ag Hayek puts it: “It is not power as such—the capacity to achieve what one wants—that is bad, but
only the power to coerce, to force other men to serve one’s will by the threat of inflicting harm. There is
no evil in the power wielded by the director of some great enterprise in which men have willingly united
of their own will and for their own purposes. It is part of the strength of civilized society that, by such
voluntary combination of effort under a unified direction, men can enormously increase their collective
power.” (Hayek, [1960] 1978, pp. 134-135).
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person” are crucial to one’s existence.!> Unfortunately, this seems to be a very strange
criterion for a subjectivist to adopt. Certainly, this condition is purely objective, since
it does not refer to mental states (beliefs or value judgments) of acting individuals, but
to their “existence” as such. Fortunately, Hayek also presents a subjectivist criterion,
i.e. that coercion can occur when what is under threat is something that someone
considers the most valuable (Hayek, 1960, 1978).

Second, Hayek claims that for coercion to occur, another necessary condition must
be met. That is, there must be no other people who can satisfy one’s desire. To put
it in a different way, if there are other people who can satisfy one’s particular desire,
then coercion cannot occur under such circumstances. This is because Hayek regards
competition between sellers as a sufficient condition for voluntary exchanges to take
place.'® Accordingly, he states:

“A monopolist could exercise true coercion, however, if he were, say, the owner of
a spring in an oasis. Let us say that other persons settled there on the assumption
that water would always be available at a reasonable price and then found,
perhaps because a second spring dried up, that they had no choice but to do
whatever the owner of the spring demanded of them if they were to survive: here
would be a clear case of coercion.” (Hayek, [1960] 1978, p. 136)

It seems that there are at least two problems with this position. First, if we reject
the objective criterion of survival (or existence) and just stick to subjective desires,
then every monopolist could coerce other people. For instance, imagine that there is
only one university in the particular area. The university authorities inform a student:
“pay us $2,000 in tuition or we will expel you from the university.” Since the student
has no choice but to pay (given that he or she wants to graduate in higher education),
Hayek’s position predicts that he or she was coerced (perhaps the distinction between
warnings and threats could help here, but, unfortunately, Hayek apparently does not
take it into consideration—we elaborate on the distinction in the next sections). The
second problem with the criterion of competition is that there could be more than one
“coercer” at the same time, which predicts that no “true coercion” would obtain in
that case. For instance, let us imagine that P; comes to Q and says: “if you pay me
$3,000, I will be defending you, but if not, I will kill you”. Then P, comes to Q and
says: “if you pay me $2,000, I will be defending you, but if not, I will kill you”. Does
P or P, coerce Q? Since there is a competition between P; and P, Hayek would
have to admit that there is no coercion here. But let us imagine that P» drops out of
the picture, everything else equal. In this case, the Hayekian position predicts that P;
coerces Q even though in both scenarios P| performs exactly the same action. Mutatis
mutandis, if P; were to drop out of the picture, suddenly P, would start counting as
a coercer, which seems equally problematic for the same reason (for other comments

15 Hayek writes: “So long as the services of a particular person are not crucial to my existence or the
preservation of what I most value, the conditions he exacts for rendering these services cannot properly be
called "coercion."” (Hayek, [1960] 1978, p. 136).

16" As he writes: “The decisive condition for mutually advantageous collaboration between people, based
on voluntary consent rather than coercion, is that there be many people who can serve one’s needs, so that
nobody has to be dependent on specific persons for the essential conditions of life or the possibility of
development in some direction.” (Hayek, 1960, 1978, p. 141).
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on the issue of coercion, monopoly and competition in Hayek see also: Paul, 1980,
pp. 41-42).17

Third, in his discussion of coercion Hayek uses a problematic concept of “reason-
able price”. This, however, seems incompatible with the Austrian methodology. Thus,
Hamowy rhetorically asks: “at what price does the contract alter its nature and become
an instance of»coercion«?” (Hamowy, 1971, p. 354).

Fourth, it seems that there are also problems with the criterion of avoidability,
which Hayek presents to suggest that we “need never be coerced”, if only we know
in advance that in a particular situation (that can be avoided) we would be “coerced”.
Unfortunately, as Hamowy observes:

“It follows from this that if Mr. X warns me that he is going to kill me if I
buy anything from Mr. Y, and if the products available from Mr. Y are also
available elsewhere (probably from Mr. X), such action on the part of Mr. X is
non-coercive! Avoidability of the action is sufficient, according to this criterion,
to set up a situation theoretically identical to one in which a threat does not occur
at all.” (Hamowy, 1971, p. 356)

Given the above problems with the Hayekian criteria of coercion, it seems that we
should look for different solutions. Incidentally, the Hayekian conception of coercion
has been criticized also by Rothbard ([1982] 1998) and his followers (e.g. Hoppe,
1994).

Taghizadegan and Otto (2015, p. 300) in their turn seem to rightly claim, referring
to Hayek, that: “Human actions that start with offers that can be rejected free of cost by
the counterparty belong [...] to the area of catallaxy”. Indeed, it seems that catallactics
is to be identified with the area of voluntary exchanges. But the term “free of cost”
needs to be more precise, since, as we have seen, every action (and thus every type of
exchange) entails an opportunity cost.

As we will try to show later, according to Rothbard and his followers, coercion
basically reduces to the aggressive use of physical violence'® or the threat thereof, and
proposals can be recognized as coercive threats only if they announce a (property) right
violation as the counteraction in the case of the victim’s non-compliance. Moreover,
(property) rights are usually treated by those Austrians as rationally justified natural
rights and as given exogenously in their economic theory. As we will argue later,
this position is inconsistent with the remainder of the Austrian methodology. Now,
however, we would like to turn to the sketchy analysis of philosophical approaches to
the concept of coercion, showing their inconsistency with the Austrian methodological
postulates presented in this section.

17 For instance, Paul observers: “If an owner of a business is justified in charging whatever price he wishes
for the products he owns when he is in a competitive market, then why should it be illegitimate for him
to exercise this same right when his competitors have, for whatever reason, "dried up"?” (Paul, 1980,
pp. 41-42).

18 Note that, by libertarian lights, the phrase “aggressive violence” is not pleonastic at all. Rather, what
the attributive adjective “aggressive” picks out is such instances of violence that are at the same time right-
violating. By contrast, non-aggressive violence would be such violence that does not violate rights, e.g.
proportionate and/or necessary self-defence. On aggressive or invasive violence, see e.g. Rothbard ([1982]
1998).
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3 Problem of coercion in philosophy

Coercion is a concept that is widely studied in ethics as well as in legal and political phi-
losophy. The problem of coercion has been already stated in Aristotle’s Nicomachean
Ethics. The philosopher from Stagira claimed that coercion makes an action involun-
tary, and therefore reduces moral responsibility of the coerced person (Aristotle, 1984,
pp. 1110a—1111b).!” Although Aristotle predicted the existence of different types of
coercion, at least already from the times of Thomas Aquinas, it is usually assumed that
coercion occurs only in relations between people, i.e. when one person forces another
to do something (Anderson, 201 1).20

The new standard of discussion about coercion in the contemporary philosophy was
set by Robert Nozick thanks to his essay Coercion (1969). Anderson (2011) notices
that there are a few types of approaches to the said problem. Nozick can be perceived
as the precursor of at least two of them, both of which can be classified as so called
baseline approaches.

In this kind of analysis, it is usually assumed that threats coerce, while offers do not,
and what distinguishes threats from offers is that “compared to the baseline, threats
worsen the coercee’s situation, while offers do not” (Anderson, 2011). More precisely,
threatening party by the very issue of the threat renders the performance of an action
that the threatened party would otherwise like to take (while the threatening party
would not like the threatened party to take) less attractive for them. For instance, in a
paradigm case of threat, where P comes to Q and says: ““Your money or your life”, Q’s
refusal to give P the money appears less desirable for Q than giving it. In other words,
the alternative action (preservation of money) appears less desirable for Q than acting
as P demands (giving him money), due to the P’s announced counteraction.

There are two kinds of baselines that Nozick uses in his seminal paper. According
to him, one baseline can be identified with the “normal or natural or expected course of
events” (Nozick, 1969, p. 447). In his analysis, Nozick presents a thought experiment
in which he suggests that the normal course of events is what is predictable based on
prior experience. In his example, P usually sells drugs to Q, but once he refuses to do
so unless Q beats up a certain person (then P will even give Q these drugs for free).
That would mean that P threatens (and if he does it successfully, then coerces) Q. On
the other hand, if P meets Q for the first time, then his proposal would be treated as
an offer (Nozick, 1969, p. 448).

As Nozick observes, there are some problems with this criterion. One is that it is
relative to our sense of “normal or expected course of events”. In his other thought
experiment, Nozick presents a situation in which Q is going to drown in the lake, and
P proposes to save him if Q promises to do something for P in the future. As Nozick
states: “Whether P’s saying that he will save Q if and only if Q makes the promise is

19 Philosophers often say that coerced action is not fully of one’s own choosing.

20° As Anderson (2011) writes: “If there is a single, continuous thread that runs through the various thoughts
about coercion surveyed above, I believe it could be identified as Lucas suggests with a concern for the
ability of some agents to implement and enforce decisions about the activities of others. With the possible
exception of Mill, who allows for a greater range of coercive methods than the others surveyed, this general
idea seems to capture what one might have said was essential in the concept of coercion as pre-modern and
modern political theorists employed it, by name or (in the case of Locke) by function.”.
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an offer to save Q or a threat not to save Q depends upon what the normal or expected
course of events is” (Nozick, 1969, p. 450).

Another problem with this criterion might be that it is overinclusive, for it allows
for warnings to count as threats. For instance, P comes to Q and says: “In the near
future, I am going to build an ugly building in your neighbourhood. But I can do
that elsewhere, if you pay me for the transportation”. As P’s plans are not normal or
expected course of events for Q, then Q’s alternative is worse compared to his baseline.
In consequence, even if P’s intent was not to coerce Q to pay him, but just to warn Q
and give him some alternative, we would have to classify P’s proposal as a threat.”!

Moreover, this criterion takes into account both speaker’s intentions and recipient’s
understanding of a situation. Undoubtedly, this is justified in the analysis of coercion,
wherein the necessity of establishing whether a threat is successful or not is widely
acknowledged, but as long as we are concerned with the problem of threat as such, we
should focus solely on speaker’s beliefs and intentions.?> Only when we formulate a
plausible concept of threat can we go on to probe it further.

The second baseline which Nozick proposes is a normative (moral) baseline. He
comes to the conclusion that the “normally expected course of events” baseline is
sometimes insufficient and then he formulates another thought experiment. He imag-
ines a situation in which a slave owner beats his slave every morning for no reason,
but once he proposes not to beat the slave if the latter does something special for him.
If the previous criterion were to be applied, this proposal would be treated as an offer:
compared to a “normally expected course of events” the slave is better off having the
opportunity to avoid being beaten. However, as Nozick contends, since slavery and
battery are themselves immoral, such a proposal should be treated as a threat. It is
because no one has a right to enslave and beat another person—at least in the absence
of any prior contracts to that effect. In other words, by receiving this proposal the slave
is rendered worse off compared to the situation in which his moral rights are respected
(Nozick, 1969, p. 450).

Ultimately, the selection of a baseline, Nozick contends, depends on the prefer-
ences of the recipient: if he prefers a “normally expected course of events” to the
consequences of the refusal of the proposal, then he is confronted with a threat (even
though “morally expected course of events” is different from the normally expected
one; let us imagine here a thief who is usually unpunished for his crimes: the punish-
ment is “morally expected” for him, even though it is not “normally expected”). If the
recipient prefers “morally expected course of events” to the consequences of the refusal
of the proposal, then he also faces a threat (even though “normally expected course of
events” is different from the morally expected one) (Nozick, 1969, pp. 450-451).

The rights-based view of coercion and voluntariness is shared by Wertheimer
(1987). There are a few problems with this approach. First, the most general problem
with this rights-based account is that it does not conceptually allow for saying that
the legal system coerces people. For instance, legal systems usually provide that the

21 Without a doubt, warnings and threats differ in terms of the proposal maker’s intentions (Lamond, 1996,
pp. 222-230; Nozick, 1969, p. 453-458). We probe this distinction in more detail in "Speech act theory
and intention-based account of coercion" section.

22 we develop this thread in "Speech act theory and intention-based account of coercion" section.
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penalty for theft is imprisonment. In this situation, we could not say that law enforce-
ment agents coerce the thief (when caught and convicted) to go to prison, for the
thief does not have a right not to go to prison. The only possible answer here would
be then that the thief goes to prison voluntarily. Unfortunately, this sounds odd and
counterintuitive, to say the least.

Second, as a general argument against rights-based positions as such, we must
note that different rights are recognized by different moral or legal systems. And since
there is more than one ethical (or legal) system in the world, this ipso facto implies that
what is coercive relative to one system is not necessarily coercive relative to another.>3
However, if Austrian economists subscribed to this approach (actually, some of them
do, and we will critically analyse their position in the next section), they would have
to choose a definite moral system as a basis for their economic theory. Unfortunately,
it would still collide with their postulate of value freedom. Moreover, as our agenda
is to elaborate a non-relative concept of coerced exchanges, the relativization of the
concept of coercion (and voluntariness) to a given ethical or legal system would be
most damaging to our project in the first place. After all, we are interested in coerced
exchanges as such, and not in coerced exchanges relative to an ethical (or legal) system.
That is to say, our ambition is to lay out such an account of coerced exchanges that can
be applied across ethical (or legal) systems. Another problem with the rights-based
approach on the grounds of the Austrian methodology will be presented in the next
section.

A significant contribution to the philosophical debate on voluntariness was made
also by Olsaretti (1998). In her article, she criticizes rights-based conceptions of coer-
cion and voluntariness. Her solution, however, is normative too. In her view, there is
a need to resort to so called acceptable alternatives. This concept, however, requires
some objective (and normative) standard of what is “acceptable”. Unfortunately, this
seems inconsistent with both the Austrian subjectivism and value freedom postulate.

Yet another baseline approach has been presented by Zimmerman (1981). Accord-
ing to him, both threats and offers can be coercive and there is no sharp difference
between them. In order to assess whether a proposal (whether an offer or threat) is
coercive or not, we have to establish if the proposal maker actively prevents the recip-
ient from being in a situation in which the latter has better alternatives to choose from.
If the proposal maker makes it impossible for the recipient to be in a better position,
then he makes him worse off compared to the baseline, which is the absence of his
interference. In consequence, if the recipient accepts the offer, coercion occurs. In his
example, Zimmerman imagines a situation in which an island inhabitant receives a
work offer from the only other person on this island. Therefore, accepting this offer
is the only way for him to survive. In consequence, he accepts the offer. Was he
coerced to do so? Zimmerman would say that it depends whether the proposal maker
made it impossible for the recipient to receive other offers (for instance, by making it
impossible for him to escape from the island).

23 We are grateful to one of the referees for drawing our attention to the fact that this relativization in and of
itself is not yet conflict-generating. Granted, an exchange being coercivejegy] system 1 does not contradict the
same exchange being not coercivelega| system 2. However, this indexation, as the body of the text elucidates,
does not help to avoid the commitment to one of those ethical (legal) systems, which in turn would violate
the Austrian requirement of Wertfreiheit.
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The problem with this approach is that it resigns from the commonly accepted
difference between (coercive) threats and (non-coercive) offers. There is, however, a
possibility of preserving the distinction, introducing the notion of exploitation in the
case of Zimmerman’s coercive offers. In the above scenario with the proposal maker
actively preventing the island inhabitant from having better alternatives, we could
validly speak of exploitation. Admittedly, the proposal maker could resort to coercion
to make it impossible for the recipient to have better alternatives, but at the moment
of formulating it, this proposal as such would be classified as an exploitative (but not
coercive) offer. Therefore, as usually assumed, coercion would occur only in situations
where threats are posed (see: Anderson, 2011). Unfortunately, as Zimmerman does not
provide us with an independent definition of threat, these considerations seem useless
for the purpose of our investigations.

Now we can turn to so called non-baseline approaches. Feinberg (1986) argues that
coercive proposals generate so much pressure on the recipient’s will that the latter is
unfree to make Ais choice. This account requires employing some method of pressure
calculation and comparison between the degrees of pressure that proposals exert on the
recipient’s will. Unfortunately, this position allows for tempting offers being coercive
too as long as they create very strong pressure. This seems to be the first problem. The
second is that pressure is not a praxeological concept. Defining pressure in a formal
and non-psychological way is most probably impossible. Even if we somehow tried
to express pressure in terms of utility (or welfare), we need to remember that Austrian
economics bans interpersonal, intertemporal and quantitative comparisons of utility
(one can only say that one prefers X to Y, but he cannot say how much). Hence,
appealing to calculations of pressure seems inconsistent with this methodology.

Another interesting non-baseline position is the one which focuses on the intentions
of the proposal maker (Lamond, 1996, 2000, 2020). As we believe, this is the most
appropriate solution to the problem of coercion on the grounds of the Austrian method-
ology. In our opinion, this account meets all the Misesian criteria, i.e. it refers only
to these analytical categories which constitute the essence of the Austrian theory of
action: intentions (goals, aims, ends), desires (preferences), and beliefs (expectations),
and is thus compatible with the Austrian methodology.?* In the next section, however,
we will show that some contemporary Austrians use a moral, rights-based baseline,

24 One of the reviewers correctly noted that Lamond’s account is not fully compatible with the Austrian
methodology, though. In particular, his or her indictment is that Lamond’s account, as we are about to see,
resorts to the idea of the threatening party’s promising to do something unwelcome to the threatened party.
However, the reviewer is right that the Austrian conceptual apparatus does not enable us to apodictically
state whether a given proposal is welcome or not. Rather, it is the recipient’s choice given the proposal
that allows us to indubitably infer the recipient’s preference (or that the recipient benefits ex ante). Still, if
this is all that a choice can demonstrate, then on Austrian grounds an acting agent would be powerless to
demonstrate that he or she loses absolutely due to the occurrence of a given proposal (see: Kvasnicka, 2008).
After all, it is normally the case, especially when it comes to threats, that the proposal just happens to the
recipient. That is, actors normally exercise no choice over proposals. And as there is no action in such cases,
then there is no preference to be inferred. True, to capture the idea of an actor losing absolutely, we must
assume the existence of prior-to-action preferences. However, as Kvasnicka (2008, p. 44) in his criticism of
the Rothbardian welfare economics opines, the conclusion that one cannot demonstrate a loss on the free
market does not correspond to common sense. Moreover, it should be noted that the fact that actors can
lose (in absolute terms) due to market proposals is not troubling to our agenda at all, as we are advocating
here a value-free concept of coercion, which is thus guaranteed not to beg the question in favour of the
free market. Thus, it remains an open question whether economic agents can lose due to market proposals.
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when defining coercion and voluntariness. More specifically, they found these notions
upon the libertarian ethic of property rights.

4 Rights-based concept of coercion in neo-Austrian economics

Rothbard and his followers consistently contend that an exchange is mutually benefi-
cial whenever it is voluntarily undertaken by both parties.>> In his recent paper, it is
Rothbard’s follower, Block, who holds what follows: “The only way we can deduce
benefits for sure is from voluntary interaction” (Block, 2019, p. 106). From the works
of Rothbard ([1982] 1998, [1973] 2006, [1962] 2009a, [1970] 2009b) we can infer
in turn that by coercion he means a physical violation of property rights or the threat
thereof. Moreover, it seems to be based on his libertarian ethic of property rights. That
would mean, however, that he uses rights-based concept of coercion. As we will try
to show, this position seems incompatible with the Austrian methodology.

Commenting on Rothbard, High (1985) notices that the notions of voluntariness
and coercion rely on certain ethical assumptions. He argues that this is the reason
why economics needs to employ ethics in its theoretical apparatus.?® In the economic
discourse, the ethical entanglement of these concepts was also noticed by Hausman
and McPherson (2006, pp. 36-37). Since ethics is traditionally considered a norma-
tive discipline, such understanding of these notions could threaten the Austrian value
freedom postulate.

The problem of ethical entanglement of Rothbardian economic theory was noticed
by Terrell (1999) in his comment on the Austrian critique of Coase theorem, and by
Gunning (2000) in his critique of Cordato ([1992] 2007). These authors, however, do
notindicate precisely where the problem really lies. On the other hand, Cordato ([1992]
2007, pp. 41-42) rightly recognizes that the Rothbardian concepts of voluntariness and
coercion are based on the libertarian ethic of property rights, and it is for this reason
that his concept of economic efficiency is normatively entangled. Cordato’s point,
however, seems to be underestimated in the literature. For instance, Gordon (1993)
in his comment on Cordato ([1992] 2007) notices the problem, but he disregards its
gravity and dismisses it in just a few sentences.

In the recent research it has become clear that the notions of threat, voluntariness,
coercion or even freedom, as used by deontological libertarians such as Rothbard, rely
upon physical violation or non-violation of property rights (Dominiak & Wysocki,

Footnote 24 continued
Certainly, even more so, our agenda allows for the possibility of economic agent losing (absolutely) due to
non-market (i.e. right-violating) proposals.

25 As he writes: “Let us now consider exchanges on the free market. Such an exchange is voluntarily
undertaken by both parties. Therefore, the very fact that an exchange takes place demonstrates that both
parties benefit (or more strictly, expect to benefit) from the exchange. The fact that both parties chose the
exchange demonstrates that they benefit. The free market is the name for the array of all the voluntary
exchanges that take place in the world. Since every exchange demonstrates a unanimity of benefit for both
parties concerned, we must conclude that the free market benefits all its participants.” (Rothbard, [1956]
2011, p. 320).

26 It is worth mentioning that within the Austrian School it was noticed by Boettke (1995). Nevertheless,
at least to our knowledge, he did not decide to solve this problem.
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2016; Dominiak, 2017, 2018). It seems that Austro-libertarians?’ are oblivious of the
ethical entanglement of the concepts in question since they use them in their economic
theory which they regard as value-free (Block, 2005; Rothbard, [1976] 2011). This
problem is especially conspicuous in the Austrian debate on blackmail and extor-
tion. Block and Gordon (1985) distinguish between efficient and inefficient economic
exchanges, based on the criterion of physical violation of property rights (where prop-
erty rights are treated as naturally given). In their view, because blackmail (as they
define it) is a kind of threat which does not announce the violation of property rights,
an exchange between the blackmailer and blackmailee is voluntary and economically
efficient.?® On the other hand, extortion involves a threat of property rights violation,
and hence it makes a resultant exchange economically inefficient.?

It is worth noticing here that Hayek held a different view on that issue. He did not
regard physical violence as a necessary condition for coercion to occur. He emphasized
that “the threat of physical force is not the only way in which coercion can be exercised”
(Hayek, [1960] 1978, p. 135). Moreover, as he put it: “True coercion occurs when [...]
the knower of an evil secret blackmails his victim” (ibid., pp. 137-138).

Nonetheless, according to Rothbard and his followers, only illegitimate proposals
(i.e. those that announce the physical violation of property rights) count as threats and
can render exchanges involuntary. Consequently, we should say that proposals that
do not violate property rights are not threats at all. Instead, they should be treated
as offers. In his defence of Rothbard’s welfare economics, Herbener (2008) takes a
similar position:

“A voluntary exchange occurs when neither trader uses or threatens violence
against the property of the other. If the two persons trade the ownership of
property without aggressive violence, then the exchange is voluntary. Given their
natural ownership of property, each person chooses an alternative he prefers
more than the non-interaction alternative. Both traders benefit. If one person
violently aggresses against the property of the other person, then the exchange is
involuntary. Given their natural ownership of property, the aggressor chooses an
alternative that he prefers more than the non-interaction alternative and the victim

27 By the term we mean Austrians who are also libertarians.

2B Ina paradigmatic case, what the blackmailer proposes to do in the case of the blackmailee’s non-
compliance is to gossip. Moreover, by libertarian standards, gossiping is permissible, which directly follows
from libertarians’ commitment to the freedom of speech. And since by their lights the legitimacy of proposals
depends solely on the independent legitimacy of proposed actions (i.e. the ones performed in case their
recipients fail to comply), blackmail proposals are deemed legitimate. For a comprehensive treatment of
the problem of blackmail, see Block (2013).

29 At this point, one of the anonymous reviewers objected that the fact that Austro-libertarians take only
those preferences the satisfaction of which does not infringe on property rights to be welfare-enhancing
is not in and of itself damaging to the Austrian commitment to value freedom. We address an even more
general objection at length in footnote 33. However, at this point what is worth mentioning is that the very
fact that it is Austro-libertarians who subscribe to such a view of welfare-enhancement implies that it is at
least them that must first make a value judgement (i.e. endorse a certain prior-to-exchange right distribution
as justified) before they then conclude that a given exchange increased social welfare since the said rights
were not violated during the exchange. And generally, when person A subscribes to a certain standard
(whatever it might be), person B can indeed coherently report the fact that A subscribed to the said standard
without endorsing it at all. Still, it is the latter fact (i.e. B’s value-freely reporting A’s endorsement of a
certain value) that presupposes that A’s statement cannot be entirely value-free.
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is forced to choose an alternative that he prefers less than the non-interaction
alternative. The aggressor benefits and the victim loses.” (Herbener, 2008, p. 61)

One might argue, however, that, given this quote, it is not clear whether Herbener
has in mind the legal concept of natural ownership (or property right, as defined in the
libertarian concept of natural law), or rather the sociological (or economic) one. The
latter, as defined by Mises ([1922] 1962), refers to the fact of physical possession of a
good, not the right to possess it.>? This sociological phenomenon cannot be identified
with the legal concept of ownership. Indeed, the sociological interpretation of the
passage quoted above is very likely, given the footnote Herbener wrote in his other
paper (Herbener, 1997, p. 99).

Unfortunately, neither of these interpretations satisfies the standards set by praxe-
ology. First, note that the argument presented by Block and Gordon (1985) can have
ethical significance, but it is difficult to understand the mental leap into economics
made therein. As economics talks about acting individuals’ mental states, the mere
reference to physical infringement of property rights appears insufficient at best and
utterly misleading at worst. Second, even if we mitigate this position by reference
to the sociological (or economic) concept of ownership, as Herbener (1997) does, it
is still unclear why only the physical possession of goods should matter here, since
the Austrian economic analysis examines all types of desires, not just those related to
physical aspect of reality (as outlined in "Foundations of the Austrian methodology
and theory of exchange" section). Actually, both interpretations lead us to counterin-
tuitive conclusions and are inconsistent with the Austrian methodological principles.
To illustrate this thesis, let us consider the following thought experiment (for a similar
thought experiment and the critique thereof, see our discussion with Jakub Bozydar
Wisniewski: Wisniewski, 2019; Wysocki & Megger, 2019, 2020; and our previous
works: Megger, 2021; Wysocki, 2021):

Case (1) P comes to Q and says: pay me $1000 or I will (illegitimately) imprison
you. As Q prefers losing $1000 to being imprisoned and he does not see
any other reasonable options to avoid the threat, he decides to pay $1000 to
P. And there are no further consequences.

Case (2) P comes to Q and says: pay me $1000 or I will destroy your reputation.
As Q prefers losing $1000 to losing his reputation and he does not see any
other reasonable options to avoid the threat, he decides to pay $1000 to P.
And there are no further consequences.

The question is why the above contrasting scenarios demonstrate the inadequacy of
the rights-based approach to economic efficiency? It is because they both have the
same formal structure and—by stipulation—the same final outcome. However, the
assessment (in terms of voluntariness and efficiency) of the outcome is for Rothbard
and his followers different in each case: case (1) would be treated as an example of
coerced and thus economically inefficient exchange; and case (2) would be treated

30 As Mises writes: “From the sociological and economic point of view, ownership is the having of the
goods which the economic aims of men require. This having may be called the natural or original ownership,
as it is purely a physical relationship of man to the goods, independent of social relations between men or
of a legal order.” (Mises, [1922] 1962, p. 37).
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as an example of voluntary and thus economically efficient exchange. Intuitively, this
conclusion is at least suspicious.

Of course, one might say that the formal structure of our argument is correct, but
the material is not. For why should we contend that these results are identical? One
could argue that in each case Q bought different services. In the case (1) he bought his
freedom and in the case (2) he bought the gossip’s silence. Indeed, it is impossible to
deny it.

It should therefore be clarified that what matters here are the formal similarities
between these scenarios (in terms of their mere reference to analytic categories of
praxeology), and this should be the most important consideration here since both
Mises and Rothbard contend that praxeology is after all a formal science (see: Mises,
[1949] 1998, pp. 32-36; Rothbard, [1962] 20094, p. 73). Thanks to that, our argument
meets all the essential conditions of the Austrian methodology. We can present the
formal similarities between our scenarios as follows:

(1) P effectively makes Q expect that if Q refuses to accede to P’s demand, P will
frustrate Q’s preference either for being free or for having unspoiled reputation,
respectively (Q believes P’s promised action is going to frustrate P’s particular
preference; that is, for being free or for having good reputation, respectively);

(2) Q prefers losing $1000 to P’s counteraction in the case of Q’s refusal to accede
to P’s demand;

(3) the only purpose for which Q pays P is to avoid the execution of P’s counteraction;

(4) cost incurred by Q is the same ($1000);

(5) after all, P lets Q go free, and there are no further consequences.

In consequence, we could say that the result is the same in both scenarios, because Q
loses the same amount of money, P lets Q go free, and Q acts for the same reasons
(only in order to avoid P’s counteraction).

For Rothbard and his followers the concept of coercion is based on the libertarian
ethic of property rights. Hence, as we can observe, although these Austrians argue that
the economic theory itself is value-free, they somehow fail to see that the notions they
use to distinguish between welfare increasing and welfare decreasing exchanges are
value-laden.! The reason is that applying such rights-based concepts always requires
answers to normative questions like: Which rights are justified?*> Who should have

3 gt s really puzzling how Rothbard could maintain that economics is value free since already in 1970
he stated that economics begins with a theory of just property rights: “an economist cannot fully analyze
the exchange structure of the free market without setting forth the theory of property rights, of justice in
property, that would have to obtain in a free-market society.” (Rothbard, [1970] 2009b, p. 1047).

32 An anonymous reviewer brilliantly spotted that since Rothbard defines libertarian rights into his concept
of efficiency, the fact that case 1 exemplifies coercion (and is thus economically inefficient), whereas
case 2 exemplifies a voluntary exchange (and is thus economically efficient) simply follows by definition
and hence, there is no need—contrary to our claim—to establish which rights are justified. However, we
would submit that at least for the libertarian, in establishing whether a given exchange is efficient or not,
a moral judgement is inevitable. For, from the libertarian point of view, it is only against the background
of justly distributed rights that the efficiency of exchanges can be assessed. Or in other words, it is only
upon answering the original normative question (i.e. which rights distributions are just) that the question of
efficiency can be addressed. Our reasoning is further elucidated in the footnote below.
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these rights? How to justifiably acquire them?3® In addition, this position leads us to
weird consequences in economics (i.e. it generates counterintuitive results).

Finally, we could consider yet another interpretation of property rights. More pre-
cisely, they could be understood not as natural rights, but as a social institution. Thanks
to that, rights-based concept of coercion could meet the value freedom condition. How-
ever, it is worth noticing here that Austrian economics is clearly consistent with an
endogenic perspective on property rights (according to which property rights are sub-
jectto economic analysis), and not with the exogenic one (which assumes that property
rights are already given) (Leeson, 2012; Rajagopalan & Rizzo, 2019). Hence, property
rights can be subject to economic explanations. But if we conceive of property rights
as a social institution (and not a moral standard), it does not solve our problems. For
institutions emerge through interactions and exchanges between acting individuals.
Hence, we could not properly distinguish between voluntary and coerced exchanges
before the institution of property rights emerged. But if so, we would not have ana-
lytic tools ensuring the explanation of how property rights emerged (via voluntary or
coerced actions).

Now, the question is: are there such concepts of threat, coercion and voluntariness
that fit the Austrian methodology? Undoubtedly, talking about voluntary transactions
as the essence of free market has a strong rhetorical value. However, as we could
have seen above, there are serious difficulties in defining the terms in question in a
nonnormative and unambiguous way. If Austrians want to stick to declared value free-
dom together with methodological subjectivism and methodological individualism,
they should look for such an account of coercion that is based on the fundamental
categories of praxeology. This would mean that whether an action is voluntary or not

33 The same reviewer interestingly charged that it is not at all clear that resorting to a rights-based notion
of coercion violates the postulate of value freedom. The point was that apparently “conformity with a
certain moral or legal system can be analysed descriptively or logically without endorsing or condemning
the legal system in question.” And there is indeed something unobjectionable about the above comment.
After all, most certainly, all normative statements can be rendered descriptive. It is enough to resort to
reported speech to drain the former type of statement of normativity. However, there is a distinction that
seems to support our position. Just to illustrate it, let us refer to Steinhoff (2020, pp. 16—17) who, in one
of his examples, illuminatingly distinguishes between the anthropologist’s view (i.e. “Eating beef is wrong
according to the Hindu moral code”) and the view of the Hindu himself (i.e. “Eating beef is wrong”).
The former sentence is descriptive, whereas the latter is normative. And indeed, one can easily render all
normative statements descriptive by merely referring to the former from the anthropologist’s point of view.
However, as we mentioned, since many Austrians are libertarians (which accounts for the very phenomenon
of Austro-libertarianism), it is within Austro-libertarianism that the concept of coercion does indeed require
avalue judgement. Itis Austro-libertarians that must first endorse certain rights (as justified) before they can
conclude that coercion takes place in case of violating the said justified rights. In other words, nothing would
count as coercion unless certain rights are first recognized by Austro-libertarians as justified. By contrast,
for the anthropologist, the whole procedure does not involve any value judgement. For the anthropologist
to conclude whether coercion (in the libertarian sense) takes place is to first establish whether the rights at
stake are indeed recognized as justified by libertarians (but not necessarily by the anthropologist himself
as the anthropologist might as well stay evaluatively neutral throughout the procedure) and then establish
whether a violation of these rights (by the use of physical force) is occurring or is being announced. If these
two conditions are met, then the anthropologist can validly conclude that (libertarian) coercion occurred.
But note, establishing this did not require the anthropologist (as opposed to libertarians) to make any value
judgement. Concluding, Austro-libertarians are not in a position of the anthropologist for they themselves
must make a value judgement (must endorse certain rights as justified) before they can draw any inference
about coercion. And it is this fact that runs counter to their avowed postulate of Wertfreihet.
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depends exclusively on specific desires, beliefs and intentions of interacting individ-
uals. An attempt to provide such an account will be made in the next section.

5 Speech act theory and intention-based account of coercion

Undoubtedly, a threat is a speech act. It can be also called an “illocution”. It is because
nowadays, “speech act” and “illocution” are terms that are often used interchangeably
(see: Green, 2020). According to the precursor of speech act theory, John Austin, “il-
locution” is that dimension of utterance that contains the speaker’s intention (Austin,
1962). According to Searle and Vanderveken (1985), an illocutionary act is an act
which is performed through “a sentence in an appropriate context with certain inten-
tions” (Searle & Vanderveken, 1985, p. 1). Moreover, a broader definition of speech
acts allows them to be wordless acts of communication (Green, 2020). In consequence,
we could say that an illocution is an action aimed at achieving some goal by means
of communication. This means that the speech act theory is concerned with the goals
which people want to realize by virtue of communication. Thanks to that, we could
perhaps say that speech act theory is, like economics, a part of the general science of
human action (praxeology).

There are a few types of speech acts, but for the purpose of our investigations two
are especially important; that is, (1) so called commissive illocutions, by which the
speaker commits himself to perform certain actions in the future, and (2) directive
illocutions, by which the speaker wants the recipient to do something.

Some scholars see far-reaching similarity between threats and promises (Salgueiro,
2010). Both so called elementary threats and elementary promises are kinds of com-
missive illocutions. Consider, for instance, a sentence: “I will kill you!”. In this case,
the speaker communicates to the recipient an intention to kill him. In other words, we
might say that the speaker commits himself to killing the recipient.>* Such threats are
very similar to elementary promises, such as, say, “I will buy you a car”. In this case,
the speaker communicates to the recipient an intention to buy him a car. In other words,
we might say that the speaker commits himself to buying the recipient a car. The dif-
ference between the two illocutions is that in the case of threat the speaker announces
that he will do something unwanted (unwelcome, not preferred) by the recipient (or at
least the speaker has such a belief), and in the case of promise the speaker announces
that he will do something desired (welcome, preferred) by the recipient (or at least
the speaker has such a belief) (Salgueiro, 2010).% Things become more complicated,
when we consider so called conditional threats.

Both conditional threats and conditional promises can be either just commissive
or directive-commissive. To understand the difference between them, let us consider

34 We need to remember that when we speak about commissive force of illocutions, we do not mean moral
or internal obligations. It is only to be said that by commissive illocutions the speaker intends to inform
the recipient about his future actions. It would sound absurd to say that the proposal maker has a moral
obligation to kill his victim because he said he would do so.

35 Or, in other words, in a case of a threat the proposal maker has to assume that the recipient does not
want the consequences of his non-compliance with the threatening party’s demand to occur. In case of an
offer he does not assume that (see: Walton, 2000).
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the following example: “If they set me free, I will kill you!”. As this threat requires
some condition to be fulfilled, it is a conditional threat. However, there is no directive
element yet. An example of directive-commissive threat might be: “I will kill you
unless you give me your wallet!”. The second part of this sentence contains a directive
illocution: the speaker wants the recipient to give up his wallet. In such illocutionary
acts, the directive part of the threat is even more important. While the commissive
element of the threat is just aimed at making non-compliance less desirable for the
recipient, the directive one is crucial to understand what the speaker wants to achieve
(see: Salgueiro, 2010).%° Such directive-commissive conditional threats (DCCT) are
the proper subject matter in our analysis of coercion.’’

As it seems, in the philosophy of coercion there is a position that is consistent
with this speech act theory approach. As we believe, it is also compatible with the
methodology of the Austrian School of Economics.

According to Lamond (1996), the baseline approaches to the problem of coercion
are misguided. Instead, he claims that the analysis of coercion should primarily rely
upon investigating the intentions of the proposal maker, and only then on the reaction of
the recipient.’® As Lamond observes, we need to distinguish two aspects of coercion:

“The first is that one person aims to make another person do something by threat-
ening her. The second is that the threat succeeds in forcing the other person to comply
with whatever is demanded. If A coerced B into doing Y, then A intended to make B
do Y, and A succeeded in having B do Y (by threatening to do X should B not do Y).”
(Lamond, 2000, p. 52).

In other words, we have to make the distinction between coercive intent (“to coerce’)
and coercive effect (“to believe to be coerced”). Coercive intent, in its turn, is what it
takes for a threat to be coercive in the first place. That is to say, no speech act would
count as a coercive threat unless it is accompanied with a coercive intent. And finally,
when such a threat is successful (the recipient acts as the proposal maker wants), the
coercive effect takes place.

In his analysis of threats, Lamond distinguishes between simple threats and con-
ditional threats (in the same way as Salgueiro distinguishes between elementary and
conditional threats) and calls the latter coercive threats (simple threats cannot coerce)
(Lamond, 1996, p. 225).39 According to him:

“There are three features of coercive threats which are crucial to a proper under-
standing of their nature. The first is that the proposed consequence is unwelcome
to the recipient. The second is that the maker of the threat proposes to bring

36 An interesting analysis of conditional threats was also made by Schiller (2019).

37 As we believe, for the Misesian concept of hegemonic bonds, the directive element is crucial. When
someone gives an order that the hearer carries out, a hegemonic bond obtains. It does not mean that the
hegemonic bond is already coercive. For an exchange to be coerced a threat is necessary.

38 Itis important to notice that we present a non-moralized interpretation of Lamond’s position. However, as
he sometimes uses some moral language (he talks about ,,responsibilities and expectations”), it is possible to
interpret it as ethically entangled. Still, based on quotations we further refer to, we believe our interpretation
is plausible.

3 we might notice that Lamond ignores the difference between non-directive conditional threats and
directive conditional threats and identifies coercive threats with directive-commissive conditional threats
(DCCT).

@ Springer



Synthese (2023) 201:8 Page230f32 8

about the unwelcome consequence because the consequence is unwelcome to
the recipient. The third is that the maker commits herself to bringing about the
consequence if the recipient fails to act as demanded.” (Lamond, 1996, p. 225)

As Lamond claims, to grasp the difference between offers and both (coercive)
threats and (conditional) warnings, the first condition is crucial. In order to distinguish
threats from warnings, the most important is the second condition. First, however, let
us shed light on the compatibility of this approach with the above speech act analysis.
In a footnote in his paper, Lamond presents the constitutive conditions of coercive
threats more technically:

“P coercively threatens Q when

(1) P communicates to Q an intention to X unless Q does Y, and
(2) P intends by (1) to commit herself to X unless Q does Y, and
(3) P’sdoing X would be unwelcome to Q, and P knows why this is so, and
(4) (a) P’sreason for (1) is to have Q do Y, and
(b) P’s reason for committing herself to X unless Q does Y is that X is both
unwelcome to Q and more unwelcome to Q than having to do Y, and
(c) Q knows both (4)(a) and (4)(b)” (Lamond, 1996, p. 225).

As we see, condition (1) captures the fact that P performs a speech act, i.e. he
communicates some intention in order to realize his goal (to influence Q’s behaviour).
Condition (2) has it that P’s illocution is commissive. Both conditions (1) and (2)
contain a part “unless Q does Y”’, which means that P wants Q to do something (this is
the directive dimension of P’s proposal) and that P’s threat is conditional. Conditions
(3) and (4) explain the rest of the content of the coercive situation: P’s speech act is
successful (because Q finds P’s doing X more unwelcome than doing Y), P rightly
recognizes Q’s preferences and uses this knowledge to influence Q’s actions, and Q
rightly interprets P’s beliefs and intentions. If Q surrenders in this situation, then he
performs a coerced (involuntary) action (exchange).

Then Lamond adds that bluffs can be coercive too (because they are aimed at
coercive effect), even though they lack some features of real threats:

“The central case allows secondary cases to be understood: thus bluffs involve P
lacking the intent in (2) but seeking to have Q believe that (2) and (4)(b) are true;
and threat which P hopes will be defied so that she can rationalize doing X involve
(4)(a) and (b) being false but P seeking to have Q believe them. Secondary cases
thus turn on Q reasonably believing, in the context in which P communicates
that she is going to X, either (i) that P has the listed intentions, reasons, and
beliefs, or (ii) that P wants Q to so believe.” (Lamond, 1996, p. 225)40

40 One of the reviewers came up with some puzzling scenarios inquiring whether they involve—by the
lights of the account of coercion we try to elaborate here—coercion or not. As the said scenarios can clearly
count as a serious test for our account, we cannot do better but confront them head-on. First, the reviewer
invited us to image that person B succumbs to a threat posed by person A “even though person A objectively
does not have the power to carry out the threat.” We contend that this example is relevantly similar to one
of Lamond’s secondary cases of coercion (i.e. bluffs) wherein P (the threatening party) seeks to have Q (the
threatened party) believe that P intends to execute P’s threat if Q fails to comply. If a bluff is successful,
that is if Q (falsely) believes that P is really intent upon carrying out P’s threat in case Q’s non-compliance,
which eventually induces Q to do something which P wants Q to do, a coerced exchange takes place, a rather
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Now, we can turn to the distinction between offers, (conditional) warnings and coer-
cive threats. First, let us notice some similarities between these illocutions. All of them
serve the speaker to influence the recipient’s behaviour. Moreover, all these illocutions
are or can be kinds of conditional proposals. According to the speech act theory, offer
in itself is a conditional promise (Searle & Vanderveken, 1985, pp. 195-196). Both
warnings and threats can be in turn either elementary or conditional.

As Lamond observes, offers, as opposed to threats, involve a promise to do some-
thing that the recipient finds welcome.*! For instance, if P comes to Q and says: “I
can sell you a bread for $3”, then P assumes that Q might find this proposal welcome,
but P does not assume that not selling Q a bread will be unwelcome to Q (for P might
as well believe that there is a chance Q might want to buy the bread from P).*

Footnote 40 continued

plausible conclusion. But then again, there seems to be no relevant difference between Q’s false belief about
P’s real intent and Q’s false belief about P’s real powers. Given this, if Q falsely believes that P has a power
(over and above P’s intention) to carry out P’s threat, which eventually induces Q to do what P wants him to
do, then it appears as though we could equally plausibly conclude that a coerced exchange occurs. Moreover,
we would argue that the demand for objective powers (regardless of Q’s beliefs about these powers) makes
it perilously close to objectivism rather than Austrian subjectivism. Second, the reviewer suggests that we
“imagine an employee threatens to quit if he isn’t given some accommodation that unbeknownst to him he
was in line for anyway.” The question arises: “[h]as the employer been coerced?” It should be noted that
the reviewer’s thought experiment does not specify whether the employer knows that the employee is in
line for accommodation. If the former is aware of this fact (esp. when he arranged for the latter to be in
line for accommodation himself), then we would deal with a redundant (or misfired) threat. After all, the
employer has already done what the employee tries (via) threat to induce him to do. Such a threat would be
pointless. If, on the other hand, the employer does not know that the employee is line for accommodation
anyway (with the prospective accommodation provided perhaps by somebody else), then the employee’s
proposal might as well be a threat. That is to say, if the employer finds the employee’s quitting the job such
an unwelcome consequence that he prefers providing him with accommodation and eventually decides to
do so, we can validly speak of the employer’s being coerced, a rather, we believe, plausible conclusion
stemming from Lamond’s analysis. Finally, it is worth pointing out that if the employer indeed finds the
employee’s quitting the job unwelcome but is still happy to provide him with accommodation (he is unaware
of the fact that the employee is in line for it), the employee’s proposal, although it would have a coercive
intent, would not have a coercive effect. For the said proposal would not affect the employer’s preferences.
With or without the proposal, the employer would be happy to give accommodation to his employee.

41 An anonymous reviewer made a very interesting point to the effect that in fact there are three possible
attitudes towards a given proposal: its recipient may find it (1) welcome, (2) unwelcome or (3) be indifferent
toit. Moreover, the reviewer drew our attention to the fact that, after all, indifference is sometimes considered
problematic on Austrian grounds. Although in minority, there are indeed some Austrians who do assign a
praxeological role to indifference (see: Machaj, 2007; O’Neill, 2010). If acting on indifference is plausible
(even if marginally) on Austrian grounds, then why not identify being welcome with what is weakly preferred
and being unwelcome with what is strictly dispreferred? Additionally, it is worth remembering that Nozick
(1977) powerfully argued that the Austrian formulation of the law of diminishing marginal utility crucially
depended for its validity on the adoption of the concept of indifference. Eventually, it is to be noted that in
our paper we are exclusively concerned with preference-affecting proposals (see: Feinberg, 1989, p. 216)
And that is why, we seem to be warranted in assuming indifferent proposals away.

42 Normally, proposals (be it threats or offers) are biconditional in nature. That is to say, even if what a
proposal explicitly states is just one conditional proposition, another conditional gets implicitly expressed.
For example, according to biconditional analysis, the mugger’s saying “Your money or your life” in fact
expresses two conditionals: (1) If you pay me, I will not kill you, (2) If you do not pay me, I will kill you. In
other words, the proposer announces bringing about different consequences (i.e. not killing his victim and
killing his victim) depending on the behaviour adopted by the proposee (paying the gunman, not paying
the gunman, respectively—for biconditional analysis of proposals, see: e.g. Gorr, 1986; Feinberg, 1989;
Westen, 2012). Apparently taking for granted a bi-conditional analysis of proposals, one of the reviewers
criticized our (or Lamond’s) account for strangely predicting that “Give me $3, or I will not give you the
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How do we know if the proposal will be unwelcome? Ultimately, it depends on the
recipient’s desires. If the recipient wants the proposed consequence to occur, then the
proposal is welcome. If he prefers the proposed consequence not to occur, then the
proposal is unwelcome. Moreover, Lamond admits that it is the recipient’s expectations
and knowledge (both of them being subsumable under a general notion of beliefs)
about actions the proposal maker commits himself or herself to performing that play
an important role here. For instance, suppose Q expects P to do X or knows that P is
committed to doing X. Now, if P proposes Q not to do X unless Q does Y, then Q finds
P’s proposal unwelcome. On the other hand, if a stranger (someone towards whom Q
has no expectations) comes to Q and says that he is not going to do X unless Q does Y,
then Q does not find this proposal unwelcome, for he does not have any expectations
associated with the stranger (Lamond, 1996, pp. 226-227).

Although the criterion of unwelcomeness suffices to distinguish offers from both
threats and warnings, it is not sufficient to distinguish threats from warnings. Why is
this so? First let us compare elementary (non-conditional) warnings and elementary
threats. Let us imagine a situation in which P comes to his neighbour, Q, and says that
he is going to mow his loan on Saturday (to use Lamond’s example). As Q did not
expect that, he finds this information unwelcome. As Lamond observers, whether this
is a threat or a warning depends on P’s reasons to do that. If P is concerned about Q’s
comfort, then he warns Q. On the other hand, if P intends to reciprocate for a raucous
all-night party by mowing at that time because Q dislikes it, then P is making a threat
(Lamond, 1996, p. 227).

The same applies to conditional warnings and conditional threats. For instance, if
the teacher, P, informs his student, Q, that he will have to fail him if Q does not submit
his work by a certain date, then P is making a conditional warning. Even though Q
finds this proposal unwelcome, P does not intend to fail Q because being failed is
unwelcome to Q. It is perhaps simply his duty. In other words, failing Q would not be

Footnote 42 continued

bread” might count as a coercive threat when certain additional assumptions are met. We believe that the
reviewer’s excellently noted what follows from our (or Lamond’s) analysis. Indeed, as it stands, “I can sell
you a bread for $3” is an offer. However, it does not automatically follow that the second conditional (i.e.
“Give me $3, or I will not give you the bread”) is a (coercive) threat. As the reviewer rightly observes, for
the second conditional to count as a threat “a few assumptions” must be met. And this fact is precisely the
reason why we repudiate the bi-conditional analysis of proposals. Let us take our example again. Suppose
that if a person says: “I can sell you a bread for $3”, the person communicates that he or she intends to
sell the bread for no less than 3$. However, why should it follow that the person also intends not to sell
the bread for less than $3. After all, the actor does not have to hold that very (negative) intention at all.
That is, this very intention might be missing among the actor’s mental contents. Suppose person A wants
to kill person B. One day person A sees person B but B is dressed in a such an extravagant way that A
fails to recognize B. Then although A intends to kill B, A does not intend to kill the person A is now
seeing although that is the very same person as person B. A similarly false belief is exemplified in the story
of Oedipus. Oedipus intended to marry Jocasta the Queen, who happened to be his mother; and yet, he
did not intend to marry his mother. Hence, generally speaking, as is widely acknowledged, intentions are
referentially opaque (see: e.g. Moore, 1997, p. 363-399). However, this consequence is not unwelcome
from the vantage point of Austrian methodological subjectivism. Nay, this is precisely what Austrians
with their commitment to methodological subjectivism should embrace. Moreover, even if there were no
referential opacity to intentions, Lamond’s analysis would still stand its ground. For, even if it followed
from A’s intending to sell the bread for at least 3$ that A does not intend to sell it for less than 3$, for
the latter conditional to be a threat, A would additionally have to believe that not selling the bread to B is
something that B finds unwelcome.
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the purpose of P’s actions (in case Q does not meet the deadline), but simply unintended
(even if conscious) consequence of his actions.*?

To sum up, only in the case of a coercive threat (DCCT) the proposal maker’s
reason for committing himself or herself to performing the counteraction which is
unwelcome to the recipient is precisely that this counteraction will be unwelcome to
the recipient (it will frustrate the recipient’s preferences). In other words, in cases
of offers and warnings, the proposal maker does not have intentions to frustrate the
recipient’s preferences if the recipient opts out. Frustrating them is just an unintended
consequence of his counteractions. It is just the opposite in the case of threat: here
the speaker commits himself to doing something unwelcome to the recipient (if the
recipient refuses to accede) precisely because this is unwelcome.

6 Concluding remarks

As we tried to show, there is a concept of threat that is compatible with both speech
act theory and the methodology of the Austrian School of Economics. The basic
advantage of the Lamond’s concept of threat (or at least according to our interpretation
thereof) is that it is free of any moral assumptions. Hence, we are in a position to
say that a legal system coerces people to refrain from performing particular actions
(Lamond, 2000). Moreover, it allows us to understand the complexity of coercion and
to grasp the difference between threats, warnings and offers. Finally, it refers only to
purely praxeological categories (such as desires, beliefs and intentions), and neither
narrows them down to just physical reality nor assumes any additional categories
(such as rights) as exogenously given. That makes it consistent with methodological
subjectivism, methodological individualism and the principle of value freedom.

However, the question might still arise of how our theory deals with radical sub-
jectivism. One might add: why shall we be interested in both coercer’s intentions and
victim’s beliefs and desires, and not only with the latter? Is not the fact that the victim
believes he or she is coerced sufficient for coercion to occur? After all, Hayek observed
that facts of the social sciences are what people believe and think (Hayek, 1943, 1952).

As we believe, methodological subjectivism does not deny that mental states of
acting individuals exist objectively (even if they can be known only indirectly and
are open to misinterpretations) and allows us to analyse intersubjective facts.** Even
if such facts are subjective in one sense, they are objective in another. John Searle
provides us with a helpful distinction here. As he contends, social facts are ontologi-
cally subjective (they exist only in relation to mental states of acting individuals; for
instance, pain, as an ontologically subjective entity, cannot exist except as experienced
by an individual), but epistemically objective (facts that make statements about them
true are independent of the observer’s judgments; for instance, the judgment “John
feels pain” is epistemically objective, for what makes it true does not depend on the
observer’s attitudes, opinions or judgements) (see: Searle, 1996, pp. 7-9).

43 Itis worth noticing that Nozick (1969, pp. 453—458) hit upon pretty much similar ideas when analyzing
this distinction. He even formulated quite a similar definition of threat then.

44 As one reviewer pointed out, methodological individualism does not imply solipsism. As we believe,
neither does subjectivism.
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In this paper we were interested in the concept of coerced exchange (which is a
kind of interpersonal exchange), and not just coercive effect (which might occur inde-
pendently of the speaker’s intentions, as in the case of misunderstanding). According
to the position we presented in our paper, coercion (consisting of coercive intent and
coercive effect) is an intersubjective fact. Thus it is not sufficient to look at the beliefs
and desires of the recipient of a proposal. Rather, we need to take into account mental
states of both individuals—pretty much as in the case of institutions. To illustrate this
view on coercion, let us resort to the well-known example provided by Hayek. In his
Constitution of Liberty there is a suggestion that a husband can be coerced by his
nagging wife (Hayek, [1960] 1978, p. 138). The prediction of our position is as fol-
lows. If the wife issues a threat (a proper speech act) and is accompanied with required
mental states, then indeed, one can validly speak of a coercive nagging wife. However,
the fact that the husband feels coerced (i.e. coercive effect takes place) is insufficient
to establish the fact that the husband was indeed coerced into some exchange as the
coercive intent on the part of the spouse might as well be missing.

As we believe, these considerations can make an important contribution to the foun-
dations of the Austrian theory of exchange (catallactics). They could provide more
precise answers to many questions about the coercive nature of certain institutions
(especially of tax system and state’s law) as well as of state interventions. Our results
might be also important for an endogenic perspective on property rights in economic
theory (according to which property rights should not be assumed as exogenously
given in economic analysis). Moreover, they might illuminate entrepreneurship the-
ory and the theory of market coordination. More specifically, it might at least help to
understand why Austrians could be justified in their contention that entrepreneurial
activity coordinates the market, while coercion discoordinates it. According to Aus-
trians, in the market process, entrepreneurs, through voluntary exchanges, match ends
and means of different economic agents (including themselves), thus satisfying their
desires. More precisely, if an entrepreneur wants to gain market profit, he or she has
to satisfy consumers’ desires. At the same time, Austrians contend that by means of
coercion one party satisfies his or her desires at the expense of the other (see: Kirzner,
1973; Huerta de Soto, [1992] 2010, 2009).

Now the question arises: why should our (or Lamond’s) intention-based concept of
coercion be particularly suitable for explaining market discoordination? Why should
not more permissive concepts of coercion (i.e. the ones that allow for different mental
states on the part of the coercer such as knowledge, recklessness or negligence) equally
well account for discoordinating moves on the market? It seems to us that the fact that
our concept of coercion definitionally requires, secondary cases aside, that a threat
posed be a commissive speech act—which implies that the threatening party commits
himself or herself to executing the threat in case of the victim’s disobedience—is its
virtue rather than its vice. For, it is precisely such a notion of threat that well explains
why threats are particularly damaging for market coordination. If, to take another
extreme, the concept of threat would allow for threats to be made negligently, such
threats would contribute much less to the discoordination of the market process as they
would be made as a mere unwitting side effect of the “threatening” party’s action.
By contrast, if the threatening party genuinely infends to bring about unwelcome
consequences to the victim once the latter does not comply, this ipso facto implies that
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the former deliberately employs certain means which are aimed at satisfying only his
or her preference, while frustrating the victim’s preference. Therefore, it is threats, as
understood by us, that would be more likely (than the threats which apparently can be
made non-intentionally) to lead to market discoordination.

Moreover, it is worth noticing that the account of coercion developed here sheds
some light on the process of price formation on the market. After all, market prices are
shaped as a consequence of voluntary exchanges. Moreover, the absence of coercion
is a necessary condition of voluntariness of the exchange. And coercion was the main
focus of the present paper. Hence, as our account of coercion partly illuminates the
concept of voluntary exchange, so does it partly illuminate the process of price forma-
tion on the market. We hope our insights will provide an impulse for further fruitful
investigations.
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