the

Freeman

VOL. 21, NO. 1 « JANUARY 1971

The Feminine Mistake:
The Economics of Women’s Liberation Gary North

To price themselves out of the market is scarcely an appropriate step toward
women’s liberation.

How to Be a Benefactor Leonard E. Read
Self-responsibility well may be the ultimate of social responsibility.

The Woes of the Underdeveloped Nations Erik von Kuehnelt-Leddihn
The aggravating gap between living standards in various nations poses a dilemma
for proponents of Christian charity.

The Creative Thrust of Capitalism Merryle Stanley Rukeyser
Concerning the importance of saving and investment and freedom in developing
nations.

Throttling the Railroads {Conclusion):
9. The Future of the Railroads Clarence B. Carson

If the railroads and their customers are to survive, it’s time to stop government
intervention and try freedom.

Cost-Plus Pricing Paul L. Poirot

When demand is the only consideration, regardless of supply.

The Protesters W. A. Paton

A call for maturity in the attitude and behavior of parents.

Book Reviews:
“Envy’”’ by Helmut Schoeck
‘‘Youth, University, and Democracy’’ by Gottfried Dietze

Anyone wishing to communicate with authors may send
first-class mail in care of THE FREEMAN for forwarding.

15

21

33

39

48

51



the

Freeman

A MONTHLY JOURNAL OF IDEAS ON LIBERTY

IRVINGTON-ON-HUDSON, N. Y. 10533 TEL.: (914) 591-7230

LEONARD E. READ President, Foundation for
Economic Education

PauL L. Poiror Managing Editor

THE FREEMAN is published monthly by the
Foundation for Economic Education, Inc., a non-
political, nonprofit, educational champion of private
property, the free market, the profit and loss system,
and limited government.

Any interested person may receive its publications
for the asking. The costs of Foundation projects and
services, including THE FREEMAN, are met through
voluntary donations. Total expenses average $12.00 a
year per person on the mailing list. Donations are in-
vited in any amount—$5.00 to $10,000 —as the means
of maintaining and extending the Foundation’s work.

Copyright, 1971, The Foundation for Economic Education, Inc. Printed in
U.S.A. Additional copies, postpaid, to one address: Single copy, 50 cents;
3 for $1.00; 10 for $2.50; 25 or more, 20 cents each.

Articles from this journal are abstracted and indexed in Histerical
Abstracts and/or America: History and Life. THE FREEMAN aiso Is
available on microfilm, Xerox University Microfilms, Ann Arbor, Mich-
igan 48106. Permission granted to reprint any article from this issue,
with appropriate credit.




The
Feminine
Mlstake

INOMICS OF

I FIRST READ about the Women’s
Liberation Front in the spring of
1969 in a copy of New York, a
new magazine devoted to the cru-
cial problem of how to survive in
New York City. That description
of WLF opened with an account
of a young heiress demonstrating
karate as one of the basic skills
needed for her survival. At the
time I was inclined to dismiss the
WLF as just another of the freak-
ish movements that seem to flour-
ish in alienated urban cultures,
or in the educated segments there-
of. But in recent months I have
come to the conclusion that the
WLF is important, and that it is
dangerous. Not because of the
“crazies” on the fringe — who
grab the headlines — but because
WLF has latched onto an appeal-
ing (and fallacious) slogan:
“Equal pay for equal work.”

Mr., North is a Ph.D. candidate at the Uni-
versity of California, Riverside.

GARY NORTH

By focusing attention on the
very real fact of differential pay
scales between men and women,
WLF activists have gained a
wider audience than might other-
wise have been likely. Here, it
would seem, is a legitimate com-
plaint against the supposed in-
equities of the capitalist system.
Here is where “male chauvinism”
makes itself felt: pure discrimi-
nation that is in no way related to
one’s personal capacities or per-
formance. This argument cannot
be dismissed with a shout of “You
look like last year’s sneakers,
sister!”

The reason the WLF has been
able to gain a hearing on the
“equal pay for equal work” pro-
posal is because it is already right
in line with the last thirty or
forty years of government inter-
ventionism. It presupposes that
the government, merely by enfore-
ing a wage law, can in some way
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influence the aggregate economy
to move along “positive, humani-
tarian” lines. This proposal, be-
cause it is not radical in 1970,
lends an aura of respectability to
an otherwise ludicrous movement.
“Some of their rhetoric is exag-
gerated,” one intelligent woman
remarked to me, “but you can’t
argue with them on this point.”
I can, and T will.

“Fair Employment’’

The argument in favor of
“equal pay for equal work” rests
on a concept of labor that was
overturned in the 1870’s. It as-
sumes that there is such a thing
as concrete human labor, a phys-
ical entity that in some way
can be measured. Value is in some
way linked to labor, and pay
should reflect value. This was the
economic premise of virtually all
economists until the advent of
modern economics; Karl Marx was
the last major economist to hold
the labor theory of value. Modern
economics rests on the concept
that value is linked to usefulness;
the value of labor depends on the
value of labor’s output. The dis-
tinction between the two concepts
of value is crucial.

When Women’s Liberation ac-
tivists argue that a basic im-
morality exists in any economic
system that does not reward all
laborers equally for equal work,
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they imply that capitalism has in
some way failed the test of common
decency. What they do not realize
is that competitive market capi-
talism actually comes closer than
any other operational economic
system to meeting their demands.
All factors of production are re-
warded exactly according to their
productivity in a model of pure
competition; in practice, market
capitalism approaches that model
in a remarkably close way. But
the reward is not in terms of the
“equal pay for equal work” slo-
gan; the reward is based on the
concept of marginal cost, or “cost
of the most important use fore-
gone.” The cost of any factor of
production is based on the cost of
the least expensive substitute for
that factor; its value is depend-
ent upon the economic value of its
product. In the long run, the free
market tends to work, through
competition, toward a balancing
(or equating) of economic value
and economic cost. Any factor of
production that is receiving too
large a share of net revenues will
be forced to accept a smaller
share through competition. This
is true whether the factor of pro-
duction is a computer or a secre-
tary.

The advocates of “fair employ-
ment”’ keep pointing to the pro-
duction side of the equation,
vaguely identifying the product
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with “work.” But the return to
any factor of production is based
upon the cost of replacing that
factor just as much as it is based
on the value of the factor’s prod-
uct. Competition is supposed to
equalize the two — cost and value
— if maximum economic efficiency
is to be maintained. (By economic
efficiency, the economist means the
highest value of production from
a given input of resources, or a
given level of production from the
least expensive input of resources.)
Therefore, the return to the
computer is not based on ‘“work,”
and neither is the return to the
secretary. The return to each is
based upon its contribution to pro-
duction in comparison to the po-
tential contribution of the near-
est competing factor. That is truly
fair employment. (Now, one can
also speak of charity as a means
of increasing the return to a par-
ticular human factor of produc-
tion — paying him or her more
than he or she is economically
worth — but one should not argue
for this in terms of economics, a
mistake made by virtually all of
the “fair employment” advocates.)

A woman who is seriously con-
cerned with getting fair pay for
her contribution — mental, physi-
cal, or simply resembling Raquel
Welch — has to ask this question:
What would it cost this company
to replace me? If a woman knows
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that there are five other women
ready and willing to take her sec-
retarial job at $350 a month, then
she would be wise not to demand
very much more than $350 a month
in wages. She can demand a bit
more, given the costs of train-
ing a new girl, the difficuities in-
volved in all bureaucratic changes,
and the tastes of her boss with re-
gard to what constitutes someone
who is sweet, cute, and so forth.
But she must limit her demands.

Willing to Work for Less

The WLF complains that women
are forced to accept menial wages.
But in many, many cases, the
reason she can accept such wages
is precisely because she enjoys the
advantages of being a woman: she
has a man who will help bear the
financial burdens of her own up-
keep. She is on the job in order
to supplement his earnings, so she
is willing to work for wages that
are essentially supplemental in
magnitude. This, of course, means

‘considerable hardship for the

working woman who has no hus-
band to support her. But her case
is not fundamentally different
from the man in his late thirties
who has eight children and who
is faced with competition from
bright, young, single college grad-
uates who are willing to take over
his job at the same pay, or per-
haps slightly less pay. The value
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of one’s contribution to a com-
pany is not directly related to
one’s marital status or the num-
ber of children involved.

If the advocates of ‘“fair em-
ployment” are really concerned
with morality, then they must ask
an additional question: What are
the burdens imposed on the per-
son who is unemployed but who
would be willing to take a job at
lower pay? Fairness should relate
to all those in the economy, not
just those insiders who happen to
have the jobs in question. The
supporters of ‘“fair employment”
legislation are unwilling to face
the other half of the labor equa-
tion, the ‘‘unfair unemployment”
generated as a direct consequence
of the “fair employment” law.

Minorities and Cosis

The explanation of the ‘“menial
wages” paid to secretaries is not
too difficult to present, once the
concept of the return to a factor
of production is grasped. Compe-
tition keeps wages down, just as
it keeps prices down. The WLF
women are not really that con-
cerned with the wages of the
secretary, however. The members
of the WLF are the better edu-
cated segment of the female pop-
ulation; what they refuse to ac-
cept is the fact that women execu-
tives are paid lower wages. That,
it is argued, is a consequence of
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male chauvinism. Why aren”
their M.A’s worth as much a:
some man’s M.A. (or even B.A))"

I am willing to concede tha
there is such a thing as a cor
porate bias against employing
women. For one thing, men insids
corporations have little desire t«
expand the pool of available laboi
to compete for their jobs. Fo
another, most men probably re
sent the idea that women coulc
replace them in their jobs. Lik«
most prejudices against collec
tives, the thought which galls mal:
employees is not the idea that ¢
particularly gifted woman migh
replace a particular man (whicl
is, really, the kind of decision tha
is made in a business firm), bu
the idea that ‘“women” can replacs
‘{men.l)

People are geared to think ir
terms of aggregates, even in those
decisions that are essentially in
dividual (or, in economic terms
“marginal”). So those inside com:
plain, “If you let one of them in
you'll have to let them all in,
which is patently false, and tc
combat it, those on the outside
yell, “Then if you won’t take ong
of us on his (or her) own merit
by George, you'll have to take al
of us!” So they put pressure or
the government to pass a “fai
employment” act that prohibits
discrimination, and thereby con
firms the worst fears of the in
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siders. And then there is pressure
to take incompetents into the
firm, just to meet the external re-
quirements of the legal system.
Pass a law against economic big-
otry, and you help to confirm the
dire predictions of the bigots.
Tokenism replaces competition.
Let us therefore assume that
men are bigots when it comes to
hiring women. Some of the big-
otry, however, is not irrational.
There are basic institutional rea-
sons why women are not sought
after as men are to serve in ex-
ecutive positions. The obvious one
is that women marry and have
children. For a job requiring con-
siderable training and experience,
the threat always exists that the
woman will quit for family rea-
sons. Men also quit their jobs,
but generally for economic rea-
sons. A company can raise a man’s
salary and at least have some
chance of success in keeping him.
Also, a woman’s husband may
decide to move out of the area; it
is his decision, and his wife must
follow. There is no way a com-
pany can fight his decision with
much possibility of success.

Traditional Hiring Practices

Another basic reason why wom-
en are not hired is simply because
they have not been hired in the
past. Bureaucracies do exist, and
habitual patterns do get estab-
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lished, and there are fundamental
costs of reorienting any bureau-
cratic structure. A change in hir-
ing practices certainly affects one
important part of any company’s
organizational pattern. You do
not “shake up the system” any
time without bearing certain in-
stitutional disutilities —costs. The
greater the break with traditional
hiring policies involved, the great-
er the disorientation, at least
initially, of the company.

There is one final comment that
seems appropriate. If a survey
were to be made of any random
secretarial pool in the corporate
structure of America, it would be
quite likely that a sizable majority
of the women would prefer to be
under male supervisers. Given the
opportunity of serving under a
woman holding a B.A. or a man
holding a B.A., most women, I
think it is safe to say, would
choose the man (assuming similar
personalities and competence of
the competing candidates). If the
men of a corporation had the
choice, an even larger percentage
would be likely to prefer mascu-
line superiors. This is a fact of
life, unlikely to change in the near
future. A corporation must weigh
the initial disadvantages of
thwarting this preference among
its employees. The woman prob-
ably will have to offer some spe-
cial advantage to the company
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that her masculine competitor

cannot or will not.

Wage Competition

I appeared on a Los Angeles
television show in November of
1969. It was one of those after-
noon talk shows aimed at the
“lunch bunch” — a distinctly fem-
inine audience. Preceding me was
an articulate, middle-aged lady
from England, the founder of a
female labor exchange organiza-
tion which supplies womanpower
to various corporations. By pre-
1968 standards, she would have
been considered a militant for
women’s rights. As the director
of this multimillion-dollar organ-
ization (an even more remarkable
feat by British economic stand-
ards), she was asked what she
thought of the fact that women
get paid less than men for their
labor. “Well,” she replied, “the
best form of competition we wom-
en have is our willingness to work
at lower wages. If you were to
eliminate that, you would remove
our most effective employment
weapon.” That woman understands
the nature of competition,

The fact that the “equal pay for
equal work” law is not yet in
operation makes it possible for a
woman to obtain that initial ac-
cess to a previously masculine
occupation. If she were to demand
a man’s wages initially, she would
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stand far less chance of gaining
her real objective, namely, th
opportunity to prove her capacit:
in the occupation of her choice
The company hesitates to hire :
woman, given the definite uncer
tainties in hiring women in gen
eral. (Is she a Women’s Lib type:
What is she after?) But if she
can offer the company a premiun
to offset the logical risks involvec
(not to mention the questionable
hostility), she can make it wort}
the company’s risk, The most ob:
vious premium is a willingness tc
take a lower wage. If she shoul¢
fail on the job, the company has
not lost so much.

By removing this most effective
of weapons, the WLF would seri-
ously jeopardize the possibilities
for advancement by women intc
the higher echelons of American
business. Only the most obviously
competent women, the ones from
the best schools with the highest
grades and most impressive out-
side activities, would have a shot
at the better jobs. Actually, the
WLF proposal borders on the su-
icidal: certainly it would not be
the WLF type who would be hired
unless she could show some over-
whelming economic reason why
she should be selected over a less
radical miss from a prestigious
finishing school (plus an M.B.A.
from Harvard School of Busi-
ness). The upper echelon posts
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would be converted into semi-
monopolies of those women who
already hold them. If the WLF’s
goal is really to open the doors of
American business to women —
large numbers of women — the
“equal pay for equal work” pro-
posal is ridiculous. It is self-
defeating. Of course, for those
women already in the system, the
law would be an almost flawless
grant of monopoly returns,

Minimum Wage Law for Women

Inescapably, from the point of
view of economic analysis, the
“equal pay for equal work” pro-
posal is the demand for a mini-
mum wage law for women. The
minimum wage would be equal to
the minimum pay scale for a man
of comparable talents and respon-
sibility. Like all minimum wage
laws, it is primarily a legally op-
erating barrier against all those
worth less than the minimum
wage, As shown in the earlier
part of this paper, the woman
initially s worth less, not because
of her lack of work, but because
of the higher risks and economic-
institutional disutilities associ-
ated (in the majority of Ameri-
can firms) with hiring women.

In general, minimum wage laws
force the less productive, higher
risk, less desirable (for whatever
reasons) persons into lower pay-
ing jobs not covered by the min-
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imum wage laws. If the job mar-
ket as a whole is covered, then the
laws tend to force them out of
work entirely. A person who gen-
erates only $1.25 worth of returns
to his company will not be hired
if the minimum wage is $1.75.
Those least able to afford unem-
ployment — the least skilled, least
educated — are the ones hurt most
by the laws. In this country, as
study after study indicates, this
means the Negro teen-age male,
but it also means the less skilled
women. Those just entering the
market, with little experience and
training, are the “first fired, last
hired.”

Our WLF propagandists insist
that housework is the intolerable
curse of the American woman. It
is housework’s boredom and lack
of creativity that oppresses wom-
en, degrades them into beasts of
burden. That women would have
to seek employment as household
workers is, for the WLF, the ulti-
mate example of male chauvinism.
So what do we find? The minimum
wage laws have been the most
effective means of forcing more
women into employment as house-
hold domestics!

Household employment is not
covered by minimum wage laws.
As a result, those women who
have been excluded from jobs in
the covered industries (since they
are not allowed to compete by
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bidding down wages) are now
forced to seek less desirable em-
ployment, This means they must
go to the uncovered industries. It
also means that more of them
than would enter this market in
the absence of the laws now try
to get in, thus forcing wages even
lower. Professor Yale Brozen of
the University of Chicago made a
study of precisely this effect of
the minimum wage laws in the
October, 1962 issue of The Journal
of Law and Economics. He sur-
veyed the employment figures, be-
fore and after a rise in the mini-
mum wage law, in three different
periods. His conclugion: “In each
instance when the minimum wage
rate rose, the number of persons
employed as household workers
rose.” He then made this warning:

However, the coverage of the Fair
Labor Standards Act has been broad-
ened, and further broadening is pro-
posed. Much further broadening will
close the safety valve [i.e., the non-
covered industries into which the un-
employed flee]. We will, then, find the
amount of structural unemployment
(i.e., unemployment concentrated in
certain age groups, in one sex, or race,
in groups of less than a given level of
education, and in certain regions) in-
creasing as minimum wage rates in-
crease.

This prospect, of course, applies
only to the less desirable employ-
ees or potential employees. “For
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families with large numbers of
children [which can now employ
cheaper servants] and women em-
ployed in better paying occupa-
tions, further increases in mini-
mum wage rates and their cover-
age may be very desirable, how-
ever unwelcome this may be to
the less educated, less skilled fe-
male worker foreclosed from a
better paying job by the rise in
the minimum rate and coverage.”

Across the Board Effects

Brozen is considering only the
more familiar minimum wage law,
the kind which sets a fixed mini-
mum wage per hour for all mem-
bers of the population in the cov-
ered industries. The WLF scheme
is not quite the same. What the
“equal work for equal pay” scheme
would produce is a minimum wage
law for all women throughout al
covered industries, from the sec-
retaries to the female vice-presi-
dents., It would not be limited tc
merely those employees in the
$1.50 to $2.50 per hour range. In.
stead of seeing only the botton
segment of female employees
forced to take less desirable posi.
tions, i.e.,, those which the mer
would not be bidding for anyway
the WLF proposal would see to if
that all entering female employees
would be downgraded (except for
the few token women hired for
the purpose of fending off a Fed
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eral investigation). There would
be a downgrading all the way
along the employment ladder.
Companies would not outwardly
break the law, of course, but
there are many ways to avoid
regulations that are undesired by
personnel departments. For ex-
ample, two applications are re-
ceived: a man holds a B.A. and a
woman holds a B.A., and both seek
the same post. The woman had
better be from a prestigious aca-
demic institution or have had
some kind of previous business
experience, or else be physically
attractive, and the man should
have no exceptional qualifications
to distinguish himself. The wom-
an might very well be qualified for
an even higher post, one which
her male counterpart would not
even be considered for, so she is,
in effect, downgrading her oppor-
tunities to be employed in the
higher echelon job. For her to
meet the true demand for labor
on a competitive market, she can
take a prestigious job at lower
wages than her male counterpart,
or take a less prestigious job at
equal wages to her male counter-
part. She cannot take a higher
job, given equal qualifications of
the two applicants and equal pay
scales, for the reasons outlined
above: women are less desirable
employees for most companies,
and they must distinguish them-
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selves in order to be hired. A law
will not change the basic economic
parameters of the labor market;
it can only change the ways in
which the discrimination is ac-
complished.

Downgrading Hurts Most
at the Lowest Levels

The downgrading effect will, as
always, be most harmful to those
women who are not members of
the population segments from
which the WLF recruits its mem-
bership. As women at one level of
employment are forced into the
jobs below — the jobs in which less
training and lower educational
qualifications are required — the
women who would originally have
applied at the lower level will be
forced to accept an even lower
classification. Finally, the glut
will appear in the “uncovered”
portions of any company’s jobs,
i.e., those jobs unaffected by the
“equal pay for equal work” law
simply because no man would ap-
ply for them with or without the
law. The law will produce struc-
tural unemployment in these jobs,
or else the older pattern af wage
competition will appear once
again: women competing only
against other women on a market
in which not only the usual secre-
tarial candidates are scrambling
for jobs, but also the women
forced out of the next higher level



12 THE FREEMAN

of employment by the “equal pay
for equal work” law.

Women without husbands or
wealthy fathers to supplement
their incomes will be the losers.
Women who have not attended the
better colleges will suffer far more
than the very bright, highly quali-
fied, highly ambitious types who
can gain access to the prestige
jobs from the start. Men, of
course, will continue to be hired.
Women will then be in competi-
tion primarily with women. By
changing the competition param-
eters from wage competition into
educational or experience competi-
tion, the women without the “pa-
per qualifications” — college de-
grees, years of successful employ-
ment, an attractive photograph —
will be the losers. Their most effec-
tive tool of economic survival,
namely, their willingness to com-
pete with the male employees by
accepting lower wages, will have
been removed. The beneficiaries
will be those women with the col-
lege degrees and those already in
their chosen jobs.

Conclusion

The WLF, by the very nature of
its economic proposals, has rele-
gated itself into a role more gen-
erally associated with the opera-
tion of a medieval guild. It has
become the advocate of a monopo-
listic, prestige competitive, high
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security employment system, one
geared to all those women with im-
pressive educational backgrounds
and/or impressive physical pro-
portions. The “equal pay for equal
work” scheme is essentially elitist.
As Max Weber pointed out half a
century ago, the mass market de-
mand for goods and services came
to the West only when competition
shifted to price competition. He
called it ‘“the democratization of
demand,” contrasting it with the
medieval emphasis on the produe-
tion of luxury goods by and for
elites within the economy. As he
wrote, the shift from production
for elites to production for a mass
market “is characterized by price
competition, while the luxury in-
dustries working for the court fol-
low the handicraft principle of
competition in quality.”

What Weber wrote about the ex-
pansion of the market for goods
is equally true for the expansion
of the market for labor. If you
want to create a market that per-
mits free entry, mass employment,
and increased benefits for those
not in elite categories, you must
permit wage competition. Other-
wise the employment game will be
played in terms of paper quality:
employment resumés, college tran-
scripts and photographs.

Naturally, the WLF members
tend to be recruited from just
these elitist segments of the na-
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tion’s population. They are the
girls with the college degrees and
the affluent fathers who will be
able to support them until they
can find “the right job,” The WLF
girl who is willing to put on a little
makeup and hide her militancy to
her employer will have access to
the jobs denied to her less advan-
taged sisters. She can drop out of
the WLF and into a prestige job
at her discretion. Therefore, what
we find in the case of the WLTF is
a replay of a very ancient tune: a
group calling for the imposition
of a government law for the “good
of the masses” ultimately encour-
ages a law which would benefit the
elitist stratum from which it re-
cruits its members. Here is an-
other example of the privileged
minority which does quite well by
doing good.

The Competitive Firm
Will Pay Women Fairly

For the woman who is really
competent in what has generally
been regarded as a man’s world,
the “equal pay for equal work”
scheme cannot help her, and it may
hinder her initial access to the job
in which she expects to demon-
strate her abilities. Once she gets
the job she wants, at whatever
salary, she can prove her worth
as a valuable factor of production,
assuming she is talented. She will
need no Federal law to get her
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legitimate reward from her em-
ployer, assuming the employer is
serious about staying competitive
in the world’s markets.

There are, of course, inefficient
firms. These will not strive to stay
competitive, i.e., by rewarding
every factor of production accord-
ing to the value of its output. This
is the kind of overstuffed, flabby
corporation that Robert Townsend
attacks in his delightfully icono-
clastic book, Up the Organization.
Townsend’s recommendation to
the talented but underpaid woman
is identical to his recommendation
for the talented, underpaid man:
quit. That kind of firm is not in-
terested in competition and there-
fore uninterested in creativity and
production. It is best to get out.
Townsend’s article in the Septem-
ber, 1970 issue of McCall’'s warns
women that a company which con-
gistently discriminates against
women at all levels is probably
filled with hacks, especially at the
top; a good firm will pay her what
she is worth. She should shop
around until she finds one, just as
Mary Wells, the enormously suc-
cessful advertising executive, was
forced to do. If a firm is competi-
tive, Townsend writes, it will pay
women fairly.

By implication, we ought to con-
clude that the hostility to women
who have proven their capability
rests on a commitment to security
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above competition. Another mini-
mum wage law will not solve this
problem. What will solve it, as 1
argued in the January, 1970 issue
of this journal, is a return to the
decentralized, profit-oriented, free
market business firm that is not
shielded from competition by a
host of Federal regulations and
Federal subsidies, both direct and
indirect. What the competent
woman needs, especially the

Everyone Wants More
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woman who is not loaded down
with paper qualifications, is that
initial shot at the job that will
serve as her testing ground, re-
gardless of whether she gets a
paycheck as large as a man’s.
What she does not need, and what
those of us who benefit from her
greater productivity do not need,
is the establishment of the WLI’s
neomedieval principle, “equal pay
for equal work,” ®

It MmAY BE taken for granted that all men want greater rewards,
either material or psychic, or both, than they are receiving. In
some the desire for increased reward is much keener than in
others; those in whom it is keen are on the lookout for more
lucrative employment. Some complain that their rewards are
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altogether “too small” and insist that they should have more. If
they are able to persuade the community of this, they may be given
an additional material reward or they may be offered the chance
to work and earn an additional amount,

Those whose rewards are considered by the community to be
“too small” and who aver that they want to earn more are
classed as “unemployed” and are looked upon as a social problem:.
The “problem” is to increase their rewards. It is assumed
(wholly without proof) that they cannot do this for themselves
and hence that society must do it for them.

However, the ‘“unemployed” are not differently situated from
others. They are receiving some rewards and they want more;
the same can be said of us all. If the “unemployed” are helpless,

S0 is everyone.

OSCAR COOLEY, Paying Men Not to Work



THE WORLD’S WOES may have been
greater and more numerous in
1850 than now. But, if they were,
my grandfather as a young man
was unaware of them. There were
no radios, TVs, or telephones. Iso-
lated in backwoods country, he
had no newspaper, not even a
magazine. All the troubles of man-
kind, so far as he knew, were
those which fell within a distance
he could walk or ride horseback;
and they were minor problems,
few and far between. In brief,
grandfather had no social prob-
lems except grandfather-size ones.

But today! There is hardly a
disaster or a social mess on the
face of the earth that isn’t imme-
diately dinned into our ears or
emblazoned in glaring headlines.
News! And unless one is instinc-
tively or rationally immune to this
calamity barrage, he will incline
toward the untenable belief that
every ill of mankind is his prob-

HOW TO BE A
BENEFACTOR
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lem. Thus misled, he is an easy
victim of the fallacious notion
that the solution of all of these
is his “social responsibility.”

True, each of us is at once a
social and an individualistic being
and, therefore, each does in fact
have a social responsibility. How-
ever, we should know what that
responsibility is, and what it is
not, else we will work against
rather than in harmony with our
fellow men.

The grandfather-size problem,
as it turns out, is about the maxi-
mum size any of us is able tfo
cope with. When we get it into
our heads that other people’s
problems are our responsibility to
solve, we “rise” to a level of utter
incompetence. However good our
intentions, our meddling makes
matters worse rather than better.

To illustrate: I am a writer of
sorts. It must be obvious to you,
whoever you are, that I cannot

15
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solve your problems. Elect me to
Congress and I remain as [ am,
my competence not improved one
whit by reason of this change in
occupation. Nor will it upgrade
my competence to place me in the
highest political office in the land,
or to make me the head of A.T.
& T.!

Business to the Whipping Post

Before considering how we can
become true benefactors, that is,
how we can soundly discharge our
social responsibilities, let’s reflect
on the mischief done in the belief
that social responsibility requires
everybody to solve everybody else’s
problems.

For example, take business
firms, especially those with the
most customers, workers, and in-
vestors. They are today’s “whip-
ing boys.” Such firms are picked
on by politicians, muckrakers, and
those millions who can be sold
any nonsense — if it is repeated
often enough. Pied Pipers with
enormous followings are everlast-
ingly insisting that these corpo-
rations assume their “social re-
sponsibility,” such as training and
hiring the so-called hard core un-
employed.

So beset are many executives
with these widespread collectivis-
tic notions that they tend to neg-
lect their proper functions of hir-
ing the most competent personnel,
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turning out better products at
lower prices, and making larger
profits; they concentrate instead
on preserving the corporate im-
age. These outpourings draw busi-
nessmen into a popularity contest
for which they have no compe-
tence, and cause them to de-em-
phasize their skills in production
and exchange, the skills that
brought them to the top. Instead
of serving as spokesmen for free
entry and competition and how
the market economy best serves
everyone, they drop into a defen-
sive role. They shift from portray-
ing what is true to denouncing
what is not true. Or they may suc-
cumb altogether to these unreal-
istic notions, in which event they
apologize for profits and become
parties to the growing collec-
tivism.

This is a mischievous trend. If
continued, it will prove disastrous
not only to investors and workers
but to the very customers many of
whom are doing the condemning.
When the emphasis is on the im-
age rather than the performance,
not only will the performance de-
teriorate but so will the image.
And everyone involved must bear
a share of the inevitable failure.

Public policy, it seems to me,
should be geared to consumer in-
terest — that’s all of us. And as a
consumer, I cringe when business
executives behave as if theirs is
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first and foremost — or, even sec-
ondarily — the job of looking out
for pockets of poverty or the level
of employment or the general wel-
fare or any other so-called social
goal, These men will serve us best
in every way — including allevia-
tion of our poverty and so on —
when they stick to their own knit-
ting!

Born a shoemaker, stay a shoe-
maker was, by and large, the lot
of the masses until the idea of
opening the market to competition
was recently discovered — about
seven generations ago. What a
revolution that brought about!
Open opportunity for masses of
people and the most successful war
on poverty in the history of man-
kind!

Adam Smith and J. S. Mill

John Stuart Mill, gifted with in-
gight, was among the numerous
men to grasp the pursuit of self-
interest as an efficacious way of
life:

The only freedom which deserves
the name is that of pursuing our own
good in our own way, so long as we
do not attempt to deprive others of
theirs, or impede their efforts to ob-
tain it.

Earlier, Adam Smith had ob-
served that:

...by directing that industry in such
a manner as its produce may be of the

HOW TO BE A BENEFACTOR 17

greatest value, [the individual] in-
tends only his own gain, and he is in
this, as in many other cases, led by
an invisible hand to promote an end
which was no part of his intention.
Nor is it always the worse for society
that it was no part of it. By pursuing
his own interest he frequently pro-
motes that of the society more ef-
fectually than when he really intends
to promote it I have never known
much good done by those who affected
to trade for the public good. It is an
affectation. ...

If “to trade for the public
good” is at best an affectation, one
must then conclude that he should
trade for his own good, which is
to say that each of us should ob-
serve the rules and pursue his
own self-interest. Thus will' he
best serve others and fulfill his
social responsibility. What a
switch from current thinking! But
events of the past 200 years, if I
read them aright, confirm this
view — absolutely!

There is in this thesis, how-
ever, a presupposition that an in-
dividual knows what is to his best
interest. There’s the rub; few
have this knowledge; no one has
it perfectly.

This presupposition may ex-
plain why the brilliant and cau-
tious Adam Smith inserted that
word ‘frequently’” into his fa-
mous paragraph. Every now and
then — frequently — there are in-
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dividuals who more or less intelli-
gently perceive their self-interest;
and in these cases the ardent pur-
suit of that interest promotes the
interests of society — contributes
to the public good.

The pursuit of self-interest as
one’s objective is not widely ap-
plauded. Generally, such action is
associated with greed, avarice,
selfishness. Low-brows! This only
demonstrates the extent of the
confusion,

Motivation and Interpretation

Self-interest is the motivator of
human action. Regardless of pre-
tensions to the contrary, a com-
munist is as much motivated by
self-interest as am I. In this
sense, everyone is self-centered;
self-interest is the ultimate given.
And to be purely selfless is to be
dead.

There are two main variables
in this matter. The first relates
to the motivating power of self-
interest. In some people it is a
feeble force, often too low to be
recognized. Such people sometimes
think of themselves as selfless, and
they nearly are. In others, self-
interest is a powerful motivator
of action,

The second variable is the one
at issue; it has to do with how
intelligently self-interest is inter-
preted. For instance, the thief
thinks of his interest as best
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served by stealing from others.
This is an interpretation so nar-
row and antisocial that the more
it is pursued, the more is the pub-
lic good subverted. There are, on
the other hand, those who so in-
telligently interpret their self-in-
terest that they would never think
of trying to pursue their own
good by depriving others of the
same right, or in any way im-
peding the efforts of others to ob-
tain their own good.

What this amounts to in the
final analysis is serving or ob-
serving the self-interest of others
in order to best serve one’s self.
This is an interpretation so in-
telligent that the more it is pur-
sued, the more is the public good
served. To repeat, it is the fre-
quent appearance of these en-
lightened individuals that led
Adam Smith to an obscure truth:
“, . . he [man in pursuit of his
own interest] frequently promotes
that of the society more effectu-
ally than when he really intends
to promote it.”

The ardent pursuit of self-inter-
est i3 the way to social felicity
or the public good, presuming
that individuals are not allowed
(by government) or do not allow
themselves to act at cross pur-
poses with the freedom of others,
thereby damaging their own in-
terests. To my way of thinking,
this is the way,; and the more pow-
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erfully the individual is moti-
vated to pursue his enlightened
interests, the better. If this is the
right way, then we should not
lightly abandon it simply because
we find only a few among us who
are intelligent interpreters of
self-interest. Stick to the right
way and concentrate on increqs-
ing an enlightened self-interest.
This is the only procedure that
makes sense.

Beware the Selfless

Consider the alternative. Sup-
pose each individual were to
abandon his own interests when-
ever he observes others misinter-
preting theirs.

What are some of these misin-
terpretations of self-interest? All
will agree that theft is wrong. But
of the millions who wouldn’t per-
sonally steal from any other, what
about those who will, without the
slightest qualm, get the govern-
ment to feather their own nests
at the expense of others? What,
really, is the difference? Were all
to do this, all would perish. If this
isn’t 'a mistake, pray tell, what
is! The list, of course, is long and
must include every individual who
does unto others that which he
would not have them do unio
him.!

And to be included, also, are the

1 See my Readiness Is All, a pamphlet.

Copy on request,
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muckraking critics of producers
who are trying their best to out-
do competitors, to profit by best
serving consumers. To make
“whipping boys” out of those who
serve us most efficiently is to dis-
play an ignorance of our own in-
terests.

What, then, is the alternative
to the pursuit of self-interest? It
is that these people who do not
even know their own interests
should pursue your and my good
— the public weal! This is to com-
pound ignorance in society. For,
surely, an individual who does not
know his own interest cannot re-
motely know mine, let alone the
countless interests of millions.

Social Responsibility

Now to the final question: How
best can I become a benefactor to
mankind? By assuming my social
responsibility. Of what does this
consist? There are three steps.

Number one is to do all in my
power not to interfere with the
business of others.

The danger of minding other peo-
ple’s business is twofold. First, there
is the danger that a man may leave his
business unattended to; and, second,
there is the danger of an impertinent
interference with another’s affairs.
The “friends of humanity” almost al-
ways run into both dangers.

Number two is to mind my own
business.



20 THE FREEMAN

Every man and woman in society
has one big duty. That is, to take care
of his or her own self, This is a social
duty. For, fortunately, the matter
stands so that the duty of making the
best of one’s self individually is not a
separate thing from the duty of filling
one’s place in society, but the two are
one, and the latter is accomplished
when the former is done.2

Number three is implicit in
minding my own business: prac-
ticing, as best I can, the difficult
and sensitive Judeo-Christian
philosophy of charity.3

2 This and the previous quote from the
chapter, “On Minding One’s Own Busi-
ness,” in What Social Classes Owe To
Each Other by William Graham Sumner.
This chapter is in a pamphlet. Copy on
request.

3 See “What Shall It Profit a Man?”
in my Deeper Than You Think (Irving-

A Code for Survival
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Minding one’s own business is
the doctrine of liberty. Admit-
tedly, this has no glamour for the
“friends of humanity,” the social
architects, the one’s who would
mind other people’s business. To
rule out their masterminding of
others is to deny their peculiar
pursuit of happiness.

Minding one’s own business, on
the other hand, serves self by
serving others and is a task of a
size to fit the individual — big or
little. This can be life’s most fas-
cinating venture — self-interest in
its most - intelligent conception,
benefaction at its very best. @

ton-on-Hudson, N, Y.: The Foundation
for Economic Education, 1967) pp. 108-
117,

For an instructive and inspirational
book on this subject, see Magnificent Ob-
segsion, a novel by Lloyd Douglas.

EVERYONE is familiar with the intense struggle for existence
that is carried on among the trees of a forest. It is asserted that
the struggle is so intense, and the issue of life and death so
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ultimate extinction. . . .

sharply drawn among the young pines of a thicket, that the
cutting of an inch from the top of one of them will doom it to

Fortunately, or unfortunately as the case may be, the issue of

life and death is seldom so clearly and sharply drawn among
human beings as it is among trees, but in the long run the results
appear to be much the same. If that be true, it follows that the
religion which best enables men to conform to the laws of the
Universe (God's laws) and to survive in life’s struggle, will
eventually be left in possession of the world.

THOMAS NIXON CARVER, The Religion Worth Having



The WOES of the underdeveloped nations

ERIK vON KUEHNELT-LEDDIHN

A FEELING of love and charity to-
ward one’s neighbor, a sense of
responsibility and personal guilt
have characterized Christian
thought at all times, Now the world
has shrunk, due to the new means
of transportation developed by
modern technology. Hand in hand
with diminished distances goes a
sudden discovery of the great dif-
ferences between the nations and
races —less the psychological, more
the material differences.

Of course, the Western nations
have known for some time that
they were richer than the peoples
of the various tropical and not-so-
tropical colonies, while the latters’
awareness of their own poverty is

Dr. Kuehnelt-Leddihn is a European scholar,
linguist, world traveler, and lecturer. Of his
many published works, the best known in
America is his book, Liberty or Equality? His
most recent publication is The Timeless
Christian.
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something relatively new. Thanks
to official travels and scholarship
residences in North America, Eu-
rope, and also in Japan, they
started to realize that in spite of
their newly won independence
their living standards are way be-
low those of the West. But it is
primarily the impressions gained
from tourists, illustrated papers,
movies, television, and books that
have given them a hitherto un-
known feeling of inferiority, of
envy, sometimes even of hatred.
They have questioned themselves
as to why they are so “underdevel-
oped,” why the already rich na-
tions are getting richer while their
progress (though visible here and
there) is so slow that the gap be-
tween them and their former mas-
ters continues to increase — mak-
ing, in a way, a sham of their
independence, their emancipation.

21
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This sort of questioning goes on
not only among the “emerging na-
tions,” but also in our midst. Since
Christians are sometimes moved
by virtues and often have a laud-
able propensity to seek the rea-
sons for an unhappy state of af-
fairs in their own and not in some-
body else’s failings, they increas-
ingly tend to attribute the poverty
of the “emergers” to their own
colonialist expansionism in the
past and their grasping economy
in the present. The Latin Amer-
ican masses, the starving Hindus,
the miserable “Blacks” in Africa
are all so badly off because we are
so prosperous! Human beings, so
they reason, after all are equul;
they have basically the same de-
sires, the same intelligence, the
same reactions, the “fundamentally
same” attitude toward work, pleas-
ure, love, and food. So, if a con-
siderable part of the world is left
way behind in the general scram-
ble for prosperity, it cannot be
their fault —and if it is not their
fault then it must be ours. Either
we progressed so fast that they
cannot keep pace or we brutally
exploited them in the past, stunted
their growth, and are still contin-
uing such malpractices. As a re-
sult, their living conditions are
“incompatible with the dignity of
man.”

In this reasoning there are sev-
eral fallacies, starting with the
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attempt to internationalize the ab-
surd idea that equal wealth is a
just demand of all individuals of
one country — all differences in
this matter today constitute a
provocation and a manifestation
of rank injustice. Even if one
might advocate equal pay for equal
work, what happens to the man
who toils much harder than the
average? In Austria, for example,
the legal 43-hour week for workers
is soon to be reduced to 40 hours,
but (as a poll found out) the self-
employed work more than 62 hours
on the average. (My own average
is 81 hours.) It is also obvious
that work which requires decades
of training and education cannot
be remunerated in the same way
as skills that can be acquired in a
week, a few months, or a year.

To Lack Is to Envy

Yet, whatever the reasons for a
bigger income, envy comes into
play. And envy also has a leading
role in international relations. A
country which acquires wealth
quicker than another one is, in our
present ‘‘climate,” committing an
injustice, an act of collective ag-
gression and must be morally con-
demned. But since it is not (not
yet!) considered immoral to work
harder or to be more intelligent —
though personal qualities are sys-
tematically ignored by the demo-
cratic doctrine in the political
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field — one has to look for or in-
vent moral arguments that are
still accepted. In other words: if
nation A has a much higher living
standard, has greater wealth than
nation B, the reason is that A ex-
ploited or still exploits B. (New
Lefters have leveled this accusa-
tion also against the USSR.)

The poverty in certain “under-
developed” nations appears fo us
to be real misery. But is it really
“extra-ordinary”; is it really “in-
compatible with the dignity of
man”’? This might be so from our
subjective Western point of view
if, for instance, we compare the
living standards of an unemployed
German worker with those of a
jobless Indian in Calcutta, a city
where one-fourth or one-fifth of
the population is born and dies in
the streets. But at the same time
we have to take into consideration
that mankind, according to the lat-
est estimates, is about half a mil-
lion years old and that anything
approaching “conditions compat-
ible with the dignity of man” 5,000
years ago existed only in a very
few spots among a handful of a
chosen few.

The Rarity of Freedom

If we were to envision man’s
long emergence on the dial of an
ordinary clock, then such — still
exceedingly rare—conditions arose
just 5 minutes before twelve.
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Larger areas with a slightly in-
creased number of “comfortably
off”” people — let us say, during the
High Middle Ages — existed only
one minute before twelve. And a
sizable number of countries with
majorities enjoying the blessed
state of “material dignity” can
only be found in the last 80 years
or, according to our time table,
14 seconds before twelve. Needless
to say, there still are many areas
today where living standards are
not much higher than they were in
the Neolithic period (11:50 to
11:56 on our clock). This means
life in caves, in illness, heat and
cold, hunger, boredom, despair, in
perpetual fear of wild Dbeasts,
snakes, all the enemies of early
man. During that period, as we
learn from excavations, the aver-
age age of men who survived
childhood was 28, of women 22
years.

I think that we even have illu-
sions as to the life of the upper
crust in the more recent past.
Louis XIV could never get rid of
his lice and Versailles in the sum-
mer emitted an unbearable stench.
Frederic II of Prussia smelled to
high heaven. Travel was an un-
mitigated torture. It has been es-
timated that the living standards
of His Excellency, Herr von
Goethe, Prime Minister of Wei-
mar, would never be accepted to-
day by a skilled German laborer
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who just pushes buttons to get
classic music, jazz, warm air, or
a movie right in his room, a man
who owns a vehicle outranging in
speed and comfort anything Goe-
the could have dreamed of. Viewed
in the light of statistics, the ques-
tion as to what is compatible with
the dignity of man is a very diffi-
cult one to decide. There was a
time — Biblical times! — when len-
tils were a choice dish. Obviously,
the various nations, races, and
tribes are living in various stages
of development. But where would
we be if no individual, no tribe,
no nation could progress unless
all the others did as well? Prog-
ress always implies a few pioneers
leading the path — and not waiting
endlessly until the rest, the less
endowed, the lazier, the less enter-
prizing, the less self-disciplined
ones decide to catch up.

Sentimental Romanticists

Yet here, precisely, we come to
the initial error about the woes
of the “underprivileged” countries.
Individuals within a nation, and
the nations themselves, are neither
identical nor equal. There are some
biological reasons for this state
of affairs (scientifically too much
under debate to be enumerated
here) but, above all, there are de-
cisive cultural patterns which
might be changed in the long run
but certainly not overnight. We
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have seen minorities (often of a
combined ethnic, racial, and re-
ligious character) doing materi-
ally better, sometimes even much
better than their neighbors living
in the same climate, under the
same government, the same laws,
the same economy. (Climate, as
the student of anthropogeography
knows, is one of the least im-
portant but most frequently cited
factors determining the inclina-
tions for hard and systematic
work.) Yet all these differences
are almost willfully overlooked by
the sentimental Christian roman-
ticist. Knowingly or unknowingly,
he is even affected by a number of
Marxist notions.

Leftist thought, we must bear
in mind, has infiltrated Christian
thinking to a remarkable degree.
(See THE FREEMAN, February,
1968.) A superficial reading of
the Bible, the exhortations of
Christ not to become a servant of
Mammon but to remain “poor in
spirit,” the monastic ideals (in a
secular version), the tradition of
the mendicant orders, the rise of
a bourgeois civilization not par-
ticularly devoted to religious fer-
vor, “practical materialism’ which
is possibly a result of a commer-
cial outlook — all this has initially
fostered leftist currents in the
Evangelical (‘“Protestant”) world,
but then also appeared with un-
expected vigor in the Catholic do-
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main. This is an odd development
because, as Max Weber and, later,
Alfred Miiller-Armack have dem-
onstrated with clarity and full
documentation, it was in the world
of the Reformed faiths that Ital-
ian-born “capitalism” reached its
apogee and the modern so-called
“Protestant Work Ethic” came in-
to being. Medieval man worked
very little. Between 90 and 140
feast days (besides the Sundays)
were no rarity. On the other hand,
Christmas was not a holiday in
Scotland even at the turn of the
century. The combination of free
enterprise, hard work, and the
saving habit helped the ‘Protes-
tant” countries to overtake the
Catholic and Eastern Church na-
tions; and only after they adopted
the “Protestant Way of Life”
were the Catholic countries of the
West in our days able to compete
successfully with their neighbors
to the north. This process, how-
ever, has not taken place in most
countries of Latin America. We
look for it in vain elsewhere, ex-
cept in the Far East, where an
entirely different motivation ex-
plains the contempt for the dolce
far niente (delightful idleness).

Twisting Theology

The inroads of leftist economic
and social thinking became mani-
fest first in Protestant theology.
Suddenly, one remembered that
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the only persons physieally chas-
tized by Our Lord were the mer-
chants. Now the same process can
be observed in the Catholic
Church. There are “internal” rea-
sons for this state of affairs, but
also external (Marxist) influences.
Not to be overlooked is also a
certain amount of subconscious
opportunism. A new (leftist)
“¢rimphalism” thinks to regain
the “lost working class.” The de-
nominationally mixed areas of
Central Europe reflect the age-old
Catholic animosities against the
Jewish banker, the Calvinist man-
ufacturer, and the Lutheran big
landowner. To St. Thomas Aqui-
nas, trade was of the most doubt-
ful moral value; but if one reads
the great social-economic Encycli-
cals from Leo XIII to Pius XII one
still finds no trace of leftist
thought. A man like Father Gus-
tav Gundlach, S.J., of the Gregori-
an University, a friend of mine
and practically the author of
Quadragesimo Anno, steered clear
of all leftist pitfalls. The situation
changed under John XXIII, per-
sonally a very conservative pon-
tiff, when the Encyclical Mater et
Magistra was composed largely-by
professors of the Lateran TUni-
versity.

In the Encyclical Popularum
Progressio which had a distinct
‘“overseas message,” the leftist
tenor was somewhat more dis-
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tinct. Not the Gregorian, not the
Lateran University, but a group
of Dominicans in Paris working
under the leadership of the late
Father Lebret were the main au-
thors of this message. Father
Lebret who before his demise lec-
tured in Latin America said at a
meeting in S&o Paulo: “Whether
God is on the side of the commu-
nists or the capitalists, I do not
profess to know, yet I have a
sneaking suspicion that God rather
favors the communists. And if you
ask me whether I am unhappy
about this, I must answer you
candidly that I am not.” These
circumlocutions simply imply that
a good Catholic ought to lean
rather toward communism than
toward free enterprise and the
ideals of personal liberty. No won-
der that Latin-American “Chris-
tian-Democratic” parties are often
far more socialist than the social-
ist parties themselves. They fre-
quently excuse their attitude as
designed to “take the wind out
of the sails” of the Marxist par-
ties, but in this respect they are
singularly ineffective. Note the
case of Chile where a most thor-
ough agrarian reform has merely
resulted in a marked decrease of
agricultural production and an
equally marked increase in leftist
votes which has produced a Marx-
ist president.

The ascendancy of leftist ideas
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under the pontificate of Paul VI,
certainly not known as a radical
innovator, may be attributed to
the fact that the Catholic Church
has practically no outstanding
economic or financial minds of
the first order. At the moment
only one living author comes to
my mind. Here we are faced with
a situation aptly described by the
late Wilhelm Roepke, who had
pointed out that economics with-
out ethics are inane and that
moralizing without economic
knowledge is disastrous.

Charity or Justice?

This sort of injunction also
should have been heeded by Miss
Barbara Ward (Lady Jackson)
who for some time has been con-
sidered an expert on the “emerg-
ing nations.” In her recently pub-
lished book, The Angry Seventies,
prepared for and published by the
Papal Commission on Justice and
Peace in Rome, she reminds us of
the plight of the hungry and des-
titute masses overseas which will
wreak the most terrible venge-
ance if we do not make bigger
and better efforts to aid them ma-
terially and if we do not redress
our trade balance with them. To
her — and to a number of well-
meaning souls — we are guilty of
their misery, (Last February the
Bishop of Innsbruck, in a pastoral
letter, claimed that poverty in In-
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dia is due to the colonial period.
Apparently the wily sons of Al-
bion introduced the caste system
and some 250 million holy cows to
Indial)

At least one per cent of the
GNP, so Miss Ward argues, must
be set aside and handed over to
these nations without too many
strings attached. There should be
international coordination, some
sort of World Bank, to handle
these transfers. She even demands
that a steadily increasing share
of the resources should be chan-
neled through international agen-
cies. (If I understand her rightly,
by the end of the seventies these
grants should reach colossal pro-
portions.) The amount of aid due
should be stipulated in interna-
tional treaties and the obligation
to shell it out laid down and “given
the force of law.” One thinks with
horror of what would happen in
case of a grave economic crisis
when our own populations would
be suffering - break the treaties?

Miss Ward’s dream to aid the
underdeveloped nations financially
and materially is no doubt a pro-
foundly Christian one, and we
would have nothing against it in
principle if she were: (a) to show
us a reasonable and effective way
to do it, and (b) if she would not
call her plan a “new kind of jus-
tice,” thus appealing to our rather
masochistic Western sense of guilt.
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A clarion call to charity would be
all right, but “justice”? Nor do I
like her big stick, the menace of
the hungry millions rubbing us
out altogether. India’s untouch-
ables or the peons of Colombia
would starve to death amidst the
ruins of Ruhr valley factories.
Their military victory (a most
doubtful event) would not solve
anything.

Anticolonialism

Let us first look at the possible
methods of such aid. In theory, an
effective means of aiding the
“emerging nations”’ would be to
enlist all sorts of enterprises of
the Free World to invest if the
“emerging nations” (a) had polit-
ical stability, and (b) could offer
real security. If they could meet
these two preconditions, the for-
eign investors would be satisfied
with a rather modest return. But
few of the countries can give us
these guarantees; and thus the
history of foreign capital overseas
has always been a history of eter-
nal expropriations by ‘“national-
socialist” governments.

This lack of stability and secur-
ity can be explained. The ‘“‘new
independent nations” which now
play such a big role in the U.N.
escaped much too early from their
tutelage: in the case of Latin
America in the early nineteenth
century, under the pressure and
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with the aid of the Washington-
London axis; and, after World
War II, under the threats of the
Washington-Moscow axis, each
partner outdoing the other in
“anticolonialism.” In this game
the Soviets, in the possession of
Northern Asia, were thoroughly
hypoeritical while the Americans
projected quite illegitimately their
own historic experience to entirely
different circumstances. The Con-
go obviously had nothing in com-
mon with the Thirteen Colonies,
and Patrice Lumumba was not a
dark George Washington.
Colonialism is not an invention
of wicked manufacturers and
bankers, as Hobson and Lenin as-
sumed, but a natural activity of
most nations faced with a power-
vacuum (or a cultural void) either
on their borders or beyond the
seas. Without the British colonial
drive the United States would not
exist; without Bavarian colonial
efforts this Austrian writer would
not exist; without Greek colonial-
ism Aristotle and Archimedes and
Pythagoras would not have been
born; without Spanish “colonial-
ism” the Aztecs ‘would have gone
on slaughtering up to 20,000 men
a week at the Teocalli; without
the French colonizing spirit the
Zenanyona, the unspeakable hor-
rors of the Evil Night, would still
be celebrated in Dahomey. There
is just good colonialism and bad
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colonialism. And in a free world,
‘“neocolonialism”— one nation own-
ing property in another one —is
also unavoidable. There is, if one
insists, even Swiss and Dutch
“neocolonialism” aective in the
United States. It is significant
that Emperor Haile Selassie and
President Tubman of Liberia de-
plored the fact that their two
countries never had experienced
the material advantage of a co-
lonial period.

If the “underdeveloped nations”
(this, needless to say, excludes ex-
colonies which were mere exten-
sions of the British motherland)
escaped much too early from the
domination of civilized powers, the
gsame can be said about our Ger-
manic-Teutonic ancestors who de-
stroyed the Roman Empire thus
starting the Dark Ages. A group
of historians, discussing the time
required for our forebears to
match again roughly Roman lev-
els, agreed on a period lasting up
to nine hundred years.

Progress Takes ‘Tl'me

Our democratic illusions as to
human equality make us think
that the Western (or the East
Asian) performance can be re-
peated elsewhere in almost no
time. It takes generations of mor-
ally, intellectually, psychologically
retrained - people to establish a
technological civilization of high
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material standards, a civilization
demanding a maximum of disci-
pline, responsibility, enthusiasm
for hard work, cleanliness, accu-
racy, quickness of mind, reliabil-
ity, veracity, objectivity, realism,
saving instincts, business sense.
Just visit factories in India (or
even in Russia) and you will see
where the human difficulties lie.
Just read the pertinent books on
Africa, dealing with the African
psyche in -its present stage. (To-
morrow it might be different since
nations are ‘plastic’” and change
their character in the course of
time, but we are -talking about
today.) We are here referring to
documentary works like Michel
Croce-Spinelli’s Les Enfants de
Poto-Poto containing taped discus-
sions with Africans, or the Social-
ist René Dumont’s L’Afrique noire
est mal partie.

By and large the necessary hu-
man presuppositions for a modern,
partly industrial, partly agrarian
economy do not yet exist in the
“emerging nations,” except .in
Eastern Asia (Japan, both Chinas,
Korea, Vietnam, but not in the
rest of Indo-China) unless West-
ern financing, Western manage-
ment, Western engineering and
know-how, and the enforcement of
Western work discipline are
brought into play. Absenteeism
overseas sometimes reaches in-
credible proportions. Fortunately,
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thanks to startling discoveries, a
new agrarian development is in
sight but let us remember the
words of Dr. J. S. Kanwar of the
Indian Council of Agrarian Re-
search in New Delhi who said
that if modern agrarian methods
were diligently used in only two
major Indian States (out of 14),
all of India could properly be fed;
would this be done in all of India,
two-thirds of the produce could be
exported. But there are profound
psychological -and cultural rather
than purely “financial” reasons
why India starves and why the
trouble in the rest of the Under-
developed World is about the same.
The average working time for the
average Mid-African (male) farm-
er is four hours a day. After all,
it took us centuries of trial and
error, of disappointment and real
suffering, to acquire our knowl-
edge, our skills, our experience, a
sense of reality, and our dyna-
mism. I am talking here not only
as a historian and theoretical re-
searcher, but also as a man who
annually circles the globe.

Prelude to Investment
Would Be Guarantees

In other words, the necessary
precondition for effective aid, as
far as investments go, would be
guarantees — all sorts of guaran-
tees. In order to be fruitful and
lasting, investments must be se-
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cure against expropriation, sabo-
tage, brigandage, trade union
blackmail, the destructive forces
of civil wars, guerilla activities.
Yet, how are we going to achieve
this? The governments with some
sort of permanence who can effec-
tively give such guarantees are
very few and far between. The
democratically governed countries
are in many cases even less to be
trusted than benevolent autocra-
cies because democracy provides
the frame for the legal, nonrevolu-
tionary rise to power of confisca-
tory and collectivist ideologies. I
would rather invest on the Ivory
Coast —which is effectively ruled
by a realistic man dedicated to
free enterprise — than in Chile un-
der present conditions.

And if we talk not about invest-
ments, but about gifts, let me
quote you a bright African, who
complained that in the old days
France as a colonial power paid for
everything, but now “we look most
ridiculous, one seems to be more
incapable than before.” France
aids Africa still far too much. “If
we really must sink, all right, then
let us sink. Only too often, this aid
which is given to us makes our
lives too easy and it finds no good
place in the economy of our coun-
try. It really does not help —on
the contrary: it makes us lose all
sense of reality.” (Les Enfants de
Poto-Poto, pp. 360-361.)
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Agrarian Reformers

Higher living standards, how-
ever, can never be provided by
agriculture alone. And, a techno-
logical civilization demands great
sacrifices in the form of obedience,
a sense of accuracy, fime, and co-
operation. Industrializing a happy-
go-lucky, dreamy, agrarian nation
without strong material ambitions
can only be done with a great deal
of training, education, motivation,
although some ideologues main-
tain that it can be done more
quickly by the harsh imposition
of totalitarian rule, enslaving un-
willing workers. However, one
does not get very far by this
method, witness the case of Russia
and its satellites with the excep-
tion of East Germany. Even East
Germany is far from having West
German living standards because
one cannot drive fast in the best
car if the brakes are on.

Still, East Germany has the
“Protestant Work Ethic,” and
that places it apart from the other
satellites. Intelligent observers like
I. Rosier, Fredrick B. Pike, and
Jean Gebser have realized that the -
key to a material improvement
overseas is the refashioning of
the minds and habits of “under-
developed” nations. This, however,
cannot be achieved without a rad-
ical change of their cultures. Take
only the fact that in Hindi the
word for yesterday and tomorrow
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is the same. (It differs from “to-
day.”) The automobile does not
mix with juju. As Arthur Koestler
has told us in The Lotus and the
Robot, civilizations are package
deals. One cannot pick out certain
items and leave the rest.

Emerging Nations,
Orphaned Too Soon

At the root of the tragedy we
indeed find the premature decolo-
nization. In this connection it has
always to be kept in mind that
colonies, contrary to a generally
accepted myth, were profitable on-
ly in a very few cases. Of Ger-
many’s colonies before 1914, only
little Togo was in the black. The
Belgian Congo was a sound finan-
cial proposition only in the 1940-
1957 period. Between 1908 and
1960 Belgium  invested no less
than 260 million gold francs and
earned 25 million. The profits
France derived from its colonies
in this century was about one-
fourth of the original investments.
Disraeli thundered against the
“miserable colonies” and Richard
Cobden inquired: “Where is the
enemy who would do us the favor
to steal them from us?”’ Adam
Smith was right when he ridiculed
the panic which broke out in Brit-
ain after the loss of the Thirteen
Colonies: British exports to North
America, valued at $15 million a
year before American Independ-
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ence, reached $61 million dollars
by 1806. Colonies might be a mat-
ter of national pride or of military
interest, but if inhabited by a
“backward” population, they sel-
dom are a paying proposition.

It is, moreover, by no means
accidental that the present Euro-
pean prosperity arose with the
loss of colonies, that the European
nations with the greatest per cap-
ita incomes (Switzerland, Nor-
way, Sweden) never had colonies.
The expenses involved in provid-
ing the colonies with roads, rail-
roads, hospitals, health services,
schools, universities, administra-
tive machines, military and naval
installations, while still so much
had to be done at home, were
enormous. And if well-meaning
Americans complain that the Bel-
gians or the Portuguese did noth-
ing for the higher education in
their colonies, that native M.D.’s
and Ph.D.’s did not roll en masse
from the assembly lines, let them
remember the net result of the
“intellectualization” of the Amer-
ican Indians; in spite of great
material sacrifices, the results are
not encouraging. What simply
happened all over the globe is
that the colonial youngsters left
the home of their foster parents
prematurely in a huff and now
demand that someone else care for
them. (The two sugar daddies,
Uncle Sam and Uncle Ivan, are in
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for it too.) The young runaways
refuse to face their defeat. They
belong — to use the labels of H.
Fortmann — to Cultures of Shame,
while we belong to a Culture of
Guilt. And they have nicely suc-
ceeded in making some of us feel
very guilty. Of course, Westerners
are occasionally tough people, but
there can be no doubt that we
have treated each other infinitely
worse than we treated the nations
and tribes in overseas areas who,
without Western medical services,
would exist on a much smaller
scale.

Self-Help

As charitable Christians, we
ought to aid them. Let us, how-
ever, discard the notion of a “New
Kind of Justice.” Let us find intel-
ligent ways to help them in trans-
forming themselves into modern
nations because, for better or
worse, they want it. In the mean-
time we ought to determine the
way and modality of such (chari-
table) efforts. This is a most diffi-
cult problem whose treatment
ought to vary from place to place.
Handouts certainly will not do.
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Who, after all, should be the im-
mediate recipients? Certainly not
the governments of most of these
countries. I think with horror of
the palatial buildings erected by
Mr. Kwame Nkrumah, of his lux-
ury yacht, of the golden bed of his
finance minister, of Mrs. Indira
Ghandi’s check for $50 million
offered to Nasser after the Six-
Day War, of loans to certain Latin
American countries reappearing
as deposits in American and Swiss
banks. Or should we distribute
cash at street corners?

God gave to most, though not to
all, of these countries prodigious
natural wealth, Tangible wealth,
however, as Japan, Switzerland,
Scandinavia, and Taiwan teach us,
is the fruit of human effort.
Therefore, we have to try pa-
tiently to show them a way which,
after everything is said and done,
can only somehow resemble ours.
This is a most complex and, above
all, psychologically difficult ven-
ture. The ‘“underdeveloped na-
tions” would have to take our ex-
tended hand without any display
of false pride — take it or leave it.

®

John Milton

IDEAS ON
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LIBERTY

BuT what more oft in nations grown corrupt,
And by their vices brought to servitude,
Than to love bondage more than liberty —
Bondage with ease than strenuous liberty?
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WHILE the unaware and the fan-
tasy builders have been gleefully
pointing to the imminent decline
of capitalism, the world of reality
in Southeast Asia, West Germany,
and elsewhere has since World
War II demonstrated the enor-
mous potentials of the open mar-
ket free choice system in accel-
erating productivity.

On my recent vigit to the Ori-
ent, I was struck with the potency
of ideas and philosophy in im-
proving hitherto meager levels of
material well-being. Certainly
Taiwan, Hong Kong, South Korea,
Singapore, and even Japan are
without large natural resources,
but the industriousness of their
work force under improved man-
agement and increased foreign in-
vestment have delineated the
complex factors that make for
accelerated growth.

Mr. Rukeyser is well known as a business con-
sultant, lecturer, and columnist.

The secret success ingredients
have included the introduction of
better methods and increased use
of capital goods —labor-aiding
machinery — under conditions that
enlarge individual freedom of

choice and incentives. Such dis-
ciplines as improving technology,
increasing capital investment, and
introduction of new management
techniques stand in sharp contrast
with the effortless panaceas sugar-
coated with labels of “liberalism”
and socialism. Socialism’s appeal
is based largely on emotional fac-
tors rather than on relative per-
formance in achieving better liv-
ing under competing systems.

If little Taiwan is used as a
microcosm for fact finding, it be-
comes clear that there are broadly
two approaches to problem solv-
ing. One is the purely demagogic
approach of ignoring costs and
individual preferences and assur-
ing perpetuation of even unwanted

33
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activities through the “miracle”
of subsidies. If, by way of illustra-
tion, railroad labor, material, and
tax costs are out of line with
revenues, the easy solution lies
in clamoring for subsidies. Sim-
ilarly, if arbitrary lifting of con-
struction wages far out of rela-
tionship to productivity results in
prohibitively high costs, the
“remedy” is for the state to sub-
sidize the operation. Yet the per-
sistent use of such uneconomic
approaches in New York City and
elsewhere, in the face of historic
frustration, has been to deteri-
orate real estate and cause much
needed new housing construction
to be stillborn. Making the land-
lord stand between the home
renter and inflation has caused
unthinkable shortages and human
degradation. But the uninformed,
seeking scapegoats, fail to see
that those who insist on rent ceil-
ings without corresponding ceil-
ings on costs are in the position
of the man who murdered his
father and mother and then
pleaded for clemency on the
ground he was an orphan.

Consequences of Intervention

The chaos in real estate is not
a testament to weaknesses of the
free market. On the contrary, it
springs from decades of bureau-
cratic interference with the op-
eration of a free market.
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Such approaches are self-defeat-
ing. The Republic of China on the
island of Formosa turned from
such folly. It acts on the belief
that progress lies in technological
improvements which cut costs
through improved productivity. It
takes creative talent for inno-
vators to devise methods for mak-
ing two blades of grass grow
where but one grew before, but
political hopefuls persist in pon-
tificating that we’ll subsidize you
if you can’t get costs down to a
level customers are able and will-
ing to pay. The providers of sub-
gidies are being liberal with other
people’s money. They interfere
with the essentials of a competi-
tive system in which the customer
is the boss. By buying or with-
holding orders, the consumer in
a free economy decides what
should be produced, in what quan-
tities and according to what spec-
ifications. When there are subsi-
dies, however, government forci-
bly steps in and weakens the
capacity of the customer to disci-
pline the businessman. Instead of
resting the survival of an enter-
prise on pleasing potential buyers,
the inefficient hope to get by
through pressuring politicians,
When the businessman recoups
part of his costs out of levies by
government on the taxpayers, the
customer is weakened in his sov-
ereign rights at the market place.
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Instead of facing the discipline
of innovating or perishing, the
inefficient producer rests on his
laurels and hopes to live on the
crutch of subsidies. But this
makes everyone poorer, since in-
efficiency and waste are thus
socialized, not eliminated through
new and improved techniques.

The creative energy inherent in
economically prudent operating
principles has caused a growth
rate in Taiwan (Formosa) far
above the 5 per cent a year target
set by the U.N. for emerging un-
derdeveloped nations. Taiwan had
been handicapped by fifty years of
stagnation under Japanese over-
lords. Only 25 per cent of its
scarce land — about 2.3 million
acres — is arable; and industry
fifteen years ago was primitive.
Personal incentives under the
Chiang Xai-shek regime were
heightened by the sale of govern-
ment owned land to farmers.

Taiwan vs. Mainland China

With massive economic aid
from the United States which
came to an end in 1965, Taiwan
with its forward thrust in farm-
ing and in commerce and industry,
has become a yardstick for meas-
uring the high cost on the Chi-
nese mainland of operating there
in accordance with Leninist-Marx-
ist doctrine.

Since 1953, the Republic of
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China (Taiwan) reports an an-
nual increment in economic activ-
ity of 8 to 10 per cent, while the
mainland was stagnating. Para-
phrasing Marie Antoinette’s “Let
’em eat cake” at the time of the
French Revolution, the mainland
communists were in effect telling
their underfed people: “Let ’em
eat propaganda.”

More impressive than the im-
perfect statistical information
about mainland China has been
the eagerness of its nationals to
escape, as evidenced by the num-
ber of people pressing to get into
Hong Kong, whose population
rose from 600,000 at the end of
World War II to in excess of
4,000,000. Meanwhile, per capita
income in Taiwan rose from a
bare $43 in 1952 to $258 in 1968.

In agriculture, if 1952 is taken
as 100, production of farm prod-
ucts in Taiwan in 1969 had grown
to 226. While the total area culti-
vated increased only two or three
per cent, the yield per acre was
doubled. The intensification re-
sulted not only from technical
farming procedures, but also
through land reform, better farm
credit facilities, and rural elec-
trification. So impressive have
these gains been that the Taiwan
Government has recently been
sending out at its own expense
technical missions to emerging
countries in Africa, Latin Amer-
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ica, and elsewhere to demonstrate
how to fight hunger by producing
more on available farm acreage.
The results reflect a consolidation
of many changes, including pest
control, crop rotation, mechani-
zation on farms, and better moti-
vation of farmers. Principal crops
include rice, wheat, soybeans,
sweet potatoes, and vegetables,
and the little island nation also
produces peanuts, sesame, pine-
apples, and sisal. As a result, Tai-
wan has not only become self-
sufficient in food, but actually ex-
ports some.

In industry since 1952, the an-
nual rise has been 14.2 per cent
and in manufacturing 15.1 per
cent. Despite the sharp percentage
gain in wages, labor rates and
living standards are still low —
not only by U.S. and Western
European standards, but also in
comparison with Japanese levels.
Japan has been experiencing a
labor shortage, and has diverted
some of its industrial production
to Taiwan, South Korea, and else-
where, where labor has been more
abundantly available. Japan and
the noncommunist nations in
Southeast Asia, including Hong
Kong, and Singapore, have suc-
ceeded with negligible natural
resources. The countries import
raw materials and export finished
goods. Originally they traded
primarily on low labor costs, but
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with the rise in prosperity there
has been a partial narrowing of
the gap between Southeast Asian
labor costs and those in the West.
Such emerging competition poses
new problems for the TUnited
States; we can no longer ignore
high money wage rates here on
the ground that we possess unique
means of offsetting them through
technology. Japan and its neigh-
bors have adopted sophisticated
technology.

Investment Makes the Difference

Taiwan has gone in diametri-
cally the opposite direction from
collectivization in mainland China,
This is evidenced by the fact that
private enterprises in Taiwan
have grown 14-fold over the last
18 years, whereas governmental
economic operations there, in-
cluding enterprises formerly
owned by the Japanese and turned
over to the government, and pow-
er, railway, highway, ports, and
communications — all in the pub-
lic sector — have meanwhile mul-
tiplied only 5 times.

In contrasting the approach in
Taiwan with that of mainland
China, a spokesman for Taiwan
said: “Communist China. has al-
ways been against ‘material in-
centives,” although small doses of
such rewards existed both in agri-
culture and industry. The ‘Cul-
tural Revolution’ tried to eliminate



1971

even these small doses, but re-
cently there has again been less
denunciation of material rewards
which seems to indicate that some
enterprises are again resorting to
this ‘reactionary’ practice.

“The low productivity in China
is also due to lack of investment
capital.”

Republic of China officials as-
sert that the island nation is now
internally generating enough cap-
ital to finance its continuing de-
velopment.

The earlier strides made in
Taiwan were made possible not
only by better management meth-
ods and better disciplined workers
but by capital formation. This was
set in motion by investment by
foreigners, including Chinese liv-
ing overseas. These figures, sup-
plied by the Taiwan Government,
show the trend:

FOREIGN INVESTMENTS BY COUNTRY
(Expressed in units of $1,000—U.S. Currency)

United
Year States Japan Others Total
1953 1,881 160 — 2,041
1954 2,028 14 5 2,092
1955 4,423 - - 4,423
1956 1,008 — ~ 1,009
1957 11 37 — 48
1958 — 1,116 - 1,116
1959 100 45 - 145
1960 14,029 309 — 14,338
1961 4,288 1,301 375 5,964
1962 738 2,664 639 4,041
1963 8,734 1,397 216 10,347
1964 10,223 728 916 11,867
1965 31,104 2,081 1,955 35,140
1966 17,711 2,447 746 20,904
1967 15,726 15,957 7,005 38,688
1968 34,555 14,855 4,035 53,445
1969 27,882 17,642 36,697 82,221
TOTAL 174,442 60,753 52,634 287,829
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Progress Abroad Matched
by Deterioration at Home

While there have been new
laboratory demonstrations since
World War II in Japan, Southeast
Asia, West Germany, Republic of
South Africa, and elsewhere of
the vitality of the free market and
the competitive system, there has
been in the United States, the
world’s traditional showcase of
free enterprise, an increased tend-
ency to whittle away ati the system.

Right now, after giving lip
gservice for more than a genera-
tion to freer international trade,
this country, under the pressure
of rising competition from Japan,
West Germany, and elsewhere, has
been reversing policy and discuss-
ing the achievement of salvation
through restrictive quotas rather
than through establishing better
technology which would enable
Americang to hold their own with-
out artificial props.

After World War I, fear of the
foreigner resulted in increased im-
migration restrictions in this
country, with rigid quotas. This
was done to save the relatively
well paid jobs of domestic work-
ers. But capital is international,
and, while the movement of men
was restricted, capital flowed
across boundaries. Through direct
investment American companies
opened their own facilities in for-
eign labor markets. Thus, there
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was leakage in the primitive ef-
fort to preserve jobs on a basis
other than competitive efficiency.

Now, in face of the hazard of
pricing ourselves out of markets,
there has been talk in the House
Ways and Means Committee of
setting import restrictions on
shoes, textiles, and other products.
But, even if such quotas would
temporarily appear to do the job,
they would tend to lead to blind
alleys., If Japan, for example, is
restricted on shipping textiles to
the United States, its enterpris-
ers will strive for survival through
capturing a substantial part of
the foreign markets to which
American firms are still exporters.

The prime objection to seeking
salvation by restraining the free-
dom of the marketplace is that it
diverts attention from real prob-
lems. The basic issues are the need-
ed changes in U.S. technology,
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cedures, relations between govern-
ment and business, and in man-
agement policies to heighten effi-
ciency in making and distributing
goods and services. Certainly the
inflationary policy of the Federal
government and the class bias in
the labor-management laws can-
not be swept under the rug. In his
State of the Union Message two
years before he retired, President
L. B. Johnson, while giving a
goodie to the unions in recom-
mending repeal of Section 77B of
the Taft Hartley Act assuring
freedom of the states to pass
right-to-work laws, significantly
suggested a review of the whole
field of labor-management legisla-
tion. The concepts in existing Fed-
eral labor-management laws are
obsolete and reflect the depression-
bred fears of 1935 when the Wag-
ner Act was passed. The need is
to let economic forces operate
through the open competition of
the unhampered market. ®

The Methods of Capitalism

laws, collective bargaining pro-
IDEAS ON
LIBERTY the methods of capitalism.

AMONG the “less developed” countries, as the term is most often
used, almost all have at least one thing in common. They are
countries that desire capital but have not yet put into practice

HAROLD M. FLEMING, States, Contracts and Progress
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Throttling the Railroads

VIRTUALLY everyone who has any
interest in and knowledge of the
transportation situation in the
United States must agree that the
railroads are in trouble and that
their difficulties are very closely
related to a host of other trans-
port problems.

The vast Penn Central system is
bankrupt. One after another once
famous passenger trains have been
cut, and less well known ones have
long since been canceled. Most
companies say that they lose
money on their commuter busi-
ness. Street transportation com-
panies in most cities are generally
money losers. Traffic congestion
Mis a frequent contributor to THE
FREEMAN and other journals and the author
of several books, his latest being The War on
the Poor (Arlington House, 1969). He is

Chairman of the Social Science Department at
Okaloosa-Walton College in Florida.

The Future
of the Railroads

is endemic around and within most
cities of any size. Exhaust from
the internal combustion engine
used on automobiles, buses, and
trucks principally is a major pol-
lutant of the atmosphere, Railroad
unions are perennially on the
verge of striking and tying up
transportation throughout the
length and breadth of the country.
Highway building in the urban-
ized areas of the country goes on
at a torrid pace and yet it always
appears to be behind the rising
demand for highways and streets.
Disposal of waste —in some con-
siderable part a transportation
problem — is a mounting burden.

The decline of the railroads is
not a development isolated from
everything else in America; the
effects extend outward to the much
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more comprehensive matter of all
of transportation, and what hap-
pens to transportation affects the
commercial and fraternal life of
a people.

Proposed Remedies

Proposals for doing something
about the transportation situation
have not been wanting. Govern-
ments at various levels have begun
tentative and hesitant reversals of
long term policy toward the rail-
roads within the last decade or so.
Politicians have at long last ceased
to talk of the railroads as if they
were a menace that somehow has
to be contained else it will destroy
the country. They have begun to
treat them more as if they were
respected elderly grandparents,
for whom some provision must be
made in the period of their dotage.
Subsidies are now being provided
for various commuter trains and
some for longer distance ones. The
Federal government is about to
commit itself to take over and run
the remaining passenger trains, if
the companies cannot do so. In a
similar fashion, cities have been
subsidizing or otherwise taking
over street transportation sys-
tems.

One proposal which has much
support is that government should
devote itself to coordinating the
various modes of transportation
within ‘the country as well as the
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international carriers under its
authority. Indeed, Congress
charged the Interstate Commerce
Commission with some such task
as this for surface transportation
in an act passed in 1940. The pre-
amble said:

It is hereby declared to be the na-
tional transportation policy of the
Congress to provide for fair and im-
partial regulation of all modes of
transportation subject to the provi-
sions of this Act, so administered as
to recognize and preserve the inher-
ent advantages of each; to promote
safe, adequate, economical, and effi-
cient service and foster sound eco-
nomic conditions in transportation
and among the several carriers; to
encourage the establishment and
maintenance of reasonable charges
for transportation services, without
unjust discrimination, undue prefer-
ences or advantages, or unfair or
destructive competitive practices; to
cooperate with the several States
and the duly authorized officials
thereof ; and to encourage fair wages
and equitable working conditions;
all to the end of developing, coordi-
nating, and preserving a national
transportation system by water,
highway, and rail, as well as other
means, adequate to meet the needs
of the commerce of the United
States, of the Postal Service, and of
the national defense.l

1 Quoted in Marvin L. Fair and
Ernest W. Williams, Jr., Economics of
Transportation (New York: Harper,
1950), pp. 727-28.
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Politically Impossible

All this may sound quite plausi-
ble on paper. Why, indeed, should
the government not develop a na-
tional coordinated system of trans-
portation? Why could it not use
the carrot and the stick, alternat-
ing with regulations and induce-
ments  skillfully administered so
as to achieve this national goal?

The most direct reason why
government cannot develop a co-
ordinated transportation system
is in the nature of politice. Politi-
cians operate by conciliation and
compromise. They attempt to bal-
ance interest against interest, re-
gion against region, rural popu-
lation against urban, and so on.
Whichever interests are at the
moment most clamorous and cru-
cial to election victories will re-
ceive the most attention. It is diffi-
cult to see how this would be likely
to result in coordinated economic
activity.

At a little deeper level, it can be
seen why government would not
succeed in this even if it could
mirror the electorate much better
than it usually does. Government
intervention tends to fix relation-
ships in patterns that have existed
at some time in the past. This is
80, not only because government
action inhibits change and places
obstacles in the way of adjust-
ments to new circumstances, but
also because any sort of factual
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basis upon which men would oper-
ate to coordinate transportation
would be taken from the past—
i.e.,, would be historical. If all the
data that might conceivably be
brought to bear on transportation
were fed into a computer, the an-
swers that could be obtained from
the computer, so far as they would
be factual, would be answers for
some time in the past. To make
the point concrete, it might be pos-
sible to construct a model for a
coordinated transportation system
for 1925 on the basis of data now
available. But none can be con-
structed now for 1975 except by
extending current figures — that
is, fixing it in the present pattern
— or by speculating as to what will
be needed in the future.

The Uncertain Future

The deepest reason why govern-
ment cannot intervene so as to
provide a coordinated system is
that no one knows what modes of
transportation are wanted in what
quantity and of which quality in
the future. The present writer
does not know how many passen-
ger trains between which points
may be wanted in the future. He
does mnot know whether there
should be more or less than there
are at the moment. He does not
know how many hopper or grain
cars will be needed next season,
how many automobile carriers,
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how many gondolas, how many
flat cars, where a new railroad
should be laid and an old one dis-
continued, where new stations
should be built and old ones aban-
doned, and so on. This writer does
not know, nor does anyone else,
what will be wanted in the future.
If he did know, he could become
fabulously rich by providing it at
just the right time and right place.
But alas, such infallible foresight
is denied to us mortals, whether
we are clothed with the powers of
government or not.

This being the case, a coordi-
nated transportation system, if
there is to be one, will have to be
built by trial and error, by specu-
lation; and it will never be com-
pleted until all change has ceased.
This means that there will be mal-
investment, that there will be
waste, that some of the specula-
tions will not pay off. This is one
of the central arguments for hav-
ing such speculations made by pri-
vate investors rather than govern-
ment. If government agents guess
wrong, we all pay. If private in-
vestors guess wrong, they lose.

Irresponsible Performance
at Everybody’s Expense

But we do not all simply pay
once and get it over with if those
in government guess wrong about
what is wanted; we may continue
to pay and pay. Politicians do not
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readily give up when they are
wrong; they frequently continue
to throw our good money after
their bad decision. They have fer-
tile imaginations when it comes
to thinking of reasons for operat-
ing enterprises at a loss. If they
operate passenger trains which
have only an occasional passenger,
they can still justify it on the
grounds that if an all out war
came the trains would still be
needed, along with many other
reasons of like character.

Past experience indicates, also,
that if government enterprises do
not succeed economically, the poli-
ticians rather than blaming them-
selves will blame the people, or,
more precisely, some portion of
the people which can serve as a
scapegoat. Government power may
then be used to make the people
fit the procrustean bed of facilities
that government has provided. It
is easy to see how this might work
with a coordinated transportation
system. The more popular modes
could be scheduled at inconvenient
hours and the less popular ones at
peak hours of transport need. In-
creaging restrictions on the use of
private automobiles and trucks
and airplanes would likely be made
in efforts to make governmental
facilities pay off. (Of course, pri-
vate companies like to have such
aids as these from governments
when they can get them.)
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Summation of Evidence

But it is not necessary to resort
to the imagination to examine the
effects of intervention. This work
has already explored many of
these in detail in connection with
the railroads. The main reason
there is not now a coordinated sys-
tem of transportation in this coun-
try is government intervention. A
summation of the conclusions from
evidence already presented will
make the point. Government inter-
vention in railroad activity has:

1. discouraged investment by
limiting earnings and prescribing
conditions of operation.

2. discouraged innovation not
only by harassing investors but
also by making railroads continue
costly operations once they have
been established.

3. discouraged consolidations
that would have produced truly
transcontinental systems by the
long and short haul clause as well
as other devices.

4. discouraged competition by
establishing rates and service re-
quirements and by fostering con-
solidations among naturally com-
petitive lines.

5. subsidized and advanced other
modes of transportation while in-
hibiting railroad competition by
regulatory measures.

6. empowered railroad employ-
ees against the companies by sup-
porting unionization, by sponsor-
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ing collective bargaining, by estab-
lishing seniority systems and work
rules, and by fixing an expensive
retirement system on the rail-
roads.

7. produced bankruptcies, cod-
dled inefficiency, and adopted pen-
alties of one kind or another for
the efficient.

8. fostered overconstruction at
the outset, prevented the aban-
donment of unremunerative lines
and facilities, and required the
railroads to pay for expensive
safety measures which are usually
provided at taxpayer expense for
other modes of transportation.

9. taken from railroad manage-
ments most of the authority for
making entrepreneurial decisions
but fastened upon them the re-
sponsibility for continued opera-
tion,

The list could surely be extended
but the point emerges:

The present transportation mess
18 a result of government interven-
tion. The railroads have been
greatly limited in their appointed
task of helping to link the coun-
try together commercially and fra-
ternally. They have been ham-
pered, restricted, limited, inhib-
ited, harassed, regulated, pushed,
pulled, and controlled. The fact
that some railroads can still oper-
ate profitably is testimony to the
great economic advantages of this
mode of transportation.
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Subsidies and Controls

The Federal government is now
proposing to take over and operate
passenger trains if the companies
will not continue them. Already
subsidies are being provided for
the Metroliners on the Penn Cen-
tral and for some commuter
trains. There is a familiar pattern
in this activity. Governments first
adopt restrictions and regulations
which inhibit private enterprise
in providing certain services.
Then, they enter the field to pro-
vide the services. It has happened
with city transportation systems.
It has happened with housing.
Once in the field, governments ex-
tend their domain, and taxpayers
are called upon to make up the
losses incurred by government
operation. What community in
America will not want a Metro-
liner? And what politician will not
see votes in requiring the govern-
ment to provide it?

Some railroads may see a bo-
nanza in all this. But they should
long since have learned to beware
of governments bearing gifts. It
is easy to see that if government
operates passenger trains, and
private companies the freight
trains, a contest will quickly de-
velop over which shall bear what
proportion of the costs. Govern-
ment can bankrupt line after line
by shifting the costs toward
freight, thus setting the stage for
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government takeover of the rail-
roads.

There is a way out of this mess,
however, which promises much
better results. It is a way that
even the railroads may be too
timid (or too fearful) to suggest.
It is a way that promises much
for investors, for management, for
workers, and, above all, for con-
sumers. It is the way of freedom
rather than control. It is the way
of economy rather than waste. It
is the way of service rather than
servitude. It is the way of muster-
ing the ideas and abilities of nu-
merous men rather than the stulti-
fying concentration of decision-
making power which now obtains.
It is the way of prosperity rather
than depression, of life rather
than death for an industry.

In short, turn the railroads
loose! Remove the restrictions,
limitations, controls, prescriptions,
and regulations which now hamper
and restrain them. Allow them to
serve in whatever ways they can
and will, profitably and felici-
tously. There is no reason why
they should not be allowed to, and
every reason why they should.

Free the Market

If what is wanted by Americans
is a coordinated transportation
gsystem which will provide for
their transportation needs, then
one of the ways they can hope to
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have it provided is to turn the rail-
roads loose, turn them loose to
charge market determined prices,
turn them loose to form whatever
combinations may appear to those
involved to be desirable, turn them
loose to extend services where they
will and to abandon those that are
unwanted, turn them loose so that
their managements can make the
entrepreneurial decisions, turn
them loose to hire whom they will
at whatever wages are mutually
agreeable between employer and
employee, turn them loose from
the grip of subsidized and privi-
leged competitors, turn them loose
to take advantage of their low
variable costs and allow them to
increase their proportion of the
traffic so as to meet their high
fixed costs —in short, turn them
loose from the ubiquitous grip of
government.

The most direct way to accom-
plish this would be to repeal the
vast century-long tangle of state
and Federal legislation affecting
the railroads. Abolish the Inter-
state Commerce Commission and
the various state regulatory com-
missions. Remove all prescriptions
as to rates, service, investment,
sale, abandonment, long and short
hauls, new construction, and so on.
This would leave the railroads
free to manage their own affairs.
Remove all the special privileges
extended to labor unions. Cease to
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subsidize competitors in various
ways.

Chaos Now Prevuils

Americans have been taught to
believe over the years that chaos
would result if this were done. It
is true that we could expect many
changes if railroads were freed
from restrictive and inhibiting
legislation. One of the things that
might be expected is that under
the prod of economic necessity rail-
road men would begin to shake off
their lethargy and become more
vigorous. Competition would re-
vive: among railroads, with
barges, with trucks, with automo-
biles, with airlines, and so on.
Railroad managers might be ex-
pected to cease thinking of ways
to curtail service and to start
thinking of ways to extend it. As
some railroads began to be quite
profitable, investors would be lured
into putting more money in them.
Stocks whose prices have been
stagnant for decades might be ex-
pected to begin to fluctuate con-
siderably. Imaginative entrepre-
neurs would dream of nationwide
rail systems and move to form
them. Prices of rail services would
fluctuate, differ from company to
company and region to region.
New sources of goods and services
would be opened up to vie with
established ones. Some services
would be abandoned and new ones
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would be conceived. Truckers,
barge lines, and airlines would feel
the spur of competition. Com-
panies that could not compete suc-
cessfully would sell out or go out
of business.

If this be chaos, it has never
been clear why the consumer
should fear it. It is clear why all
gorts of vested interests might
and do fear competition and en-
terprise, why those in the business
fear competition for they may not
be able to hold their own, why
labor union leaders and those with
seniority fear the competition of
would-be workers, and why truck-
ers, barge lines, and airlines would
fear freed railroads. But the worst
the consumer — which is all of us
— has to fear from competition is
lower prices and better service. If
the increase of choices and deci-
sions he is offered be chaos, then
many would no doubt welcome
such chaos.

Freedom Brings Order

Actually, we have the chaos now,
the chaotic tangle of legislation
within which all commercial trans-
port operates, the chaotic patch-
work of railroads over which
goods and people must pass to go
from coast to coast, the chaotic
situation on the streets and high-
ways as vehicles of a vast assort-
ment of shapes, sizes, and operat-
ing conditions vie with one an-
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other for limited space, a chaotic
situation which results in the
rending crashes which produce
their annual huge tolls of dead
and wounded bodies and vehicle
destruction, the imminent poten-
tial chaos which strikes perpetu-
ally threaten, the chaotic struc-
tures and facilities of a declining
railroad industry unable to attract
new capital, and so on. It is ironic
to fear that freedom would result
in chaos when we are confronted
on every hand with chaos, both ac-
tual and potential, much of which
has resulted from intervention.
Of course, the railroads are not
the only means of transport that
should be freed. Others are re-
stricted and restrained by regula-
tion also. It is this restraint of
commercial transport, while leav-
ing individual transport free,
which has produced so much that
is unwanted today, so many of the
deaths and injuries on the high-
ways, so much of the congestion,
so much of the pollution, and so
much of the contest for limited
space. If we continue to inhibit
commercial transport, we shall, no
doubt, have to place increasing re-
gtrictions on individual transport.
There is another way. It is to free
all transport of any restraints
that are not directly related to
protecting life, liberty, and prop-
erty. Coordination will occur
within the marketplace; profes-
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sionals will do much of the work
of transport; the amount of con-
gestion and pollution will probably
be greatly reduced; and the
choices of means and quality of
transport will increase. Such a
prognosis is warranted from past
experience with the market.

As things stand, the future of
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‘WE THEREFORE BELIEVE in libérty be-
cause we believe in the harmony of
the universe, that is, in God. Pro-
claiming in the name of faith, for-
mulating in the name of science, the
divine laws, flexible and vital, of our
dynamic moral order, we utterly re-
ject the narrow, unwieldy, and static
institutions that some men in their
blindness would heedlessly introduce
into this admirable mechanism. It
would be absurd for an atheist to
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the railroads is bleak. So is the
future of consumers of their ser-
vices. Over a period of about
ninety years, virtually every sort
of intervention has been tried —
intervention which has brought us
to the present pass. It is time for
yvet another experiment—an ex-
periment with freedom. &

An Orderly Universe

say: Laissez faire! Leave it to
chance! But we, who are believers,
have the right to cry: Laissez passer!
Let God’s order and justice prevail!
Let human initiative, the marvelous
and unfailing transmitter of all
man’s motive power, function freely!
And freedom, thus understood, is no
longer an anarchistic deification of
individualism; what we worship,
above and beyond man’s activity, is
God directing all.

Editor's note by GEORGE B. DE HUSZAR,
inspired by an unfinished passage in
Frederic Bastiat’s Economic Harmonies.



PAuL L. POIROT

EVERY SELLLER of a2 commodity or
service wants to cover his costs of
production and receive something
over and above such costs if pos-
sible. He spends long hours keep-
ing records and, with rare excep-
tion, believes that he actually sets
the price of his goods and services
by adding a margin above his
expenditures.

The truth, however, is that all
recorded costs of an item are
washed out and rendered irrele-
vant by the actual market price at
which that item is traded — a price
determined by the competitive
forces of supply and demand. That
price becomes the new ‘‘cost” of
consideration to the next user,
regardless of how much labor he
or any prior owner expended on
that particular item, And if he
sells it in turn to another willing
buyer, the latter’s demand will
have as much to do with deter-
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mining the price as do the supplier’s
recorded expenses. Cost, of course,
influences the supply side of the
market and thus the price; but
costs incurred do not determine
price.

To believe or to say that any
item of commerce is but the sum
of the costs incurred in producing
it — a package of somebody’s prior
labor — is to introduce a confus-
ing irrelevancy into the bargain-
ing process that determines the
price at which free trade takes
place. The only relevant factors
in a voluntary trade are that
each party to the transaction, at
the moment, values what he re-
ceives more than he values what
he gives. Each thinks that he
gains from the trade, no matter
what costs were incurred to pro-
duce what he gives or gets in
exchange.

That’s all there is to the sub-
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jective theory of value. It takes
into account the demand as well
as the cost of production. And this
determination of prices in the
open competitive market affords
the current running record of
costs and returns that a business-
man needs in order to calculate
profit or loss and judge whether
or not to continue a particular
business activity.

His record of yesterday’s costs
and returns may afford him some
clues as to the efficiency of his
procedures. But today’s prices are
the nearest indication available to
him as to what tomorrow’s costs
and returns may be. What are to-
day’s prices for the buildings and
machinery in use as compared with
other production facilities now on
the market or waiting to be in-
vented? What are today’s prices
for various raw materials as com-
pared with available or potential
substitutes? How do today’s prices
for hired help compare with prices
for labor-saving machinery? And
how do today’s prices for his sale-
able commodity or service com-
pare with prices for competing
items?

The Labor Theory

Despite this marvelous facility
of market pricing and economic
calculation, 4 man as producer
finds it almost impossible to view
his product or service other than
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as the result of labor or work. If
he’s working for wages, he de-
mands a wage rate high enough to
keep pace with ‘“the cost of living.”
If he’s selling wheat or corn or
beans, he wants prices high enough
to cover his costs of production.
If he’s providing a postal service
under an exclusive government
monopoly, he wants postage rates
to cover costs.

In other words, the seller’s in-
clination is to try to hedge against
the forces of supply and demand
so as to assure a price that would
include a “fair” markup over costs.
What he seeks, in effect, is a
guaranteed customer. And the
postal service monopoly is a good
example of such a condition. If
the customers do not cover the
costs, other taxpayers are obliged
to do so. Market prices, with com-
petitive postal services, are for-
bidden. There is no way of know-
ing what might be the demand for
or the supply of postal services if
buyers and sellers were obliged to
look to the market to tell them how
much of which scarce resources to
devote to such purposes. Resources
are simply used in the postal
monopoly, with no way to know
whether the use represents con-
servation or waste. The force of
government sees to it that the
full costs are covered by taxpayers,
regardless of the inefficiency and
waste.
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Outside the Market

Government pricing and govern-
ment contracts, including the pay-
ment of subsidies of any kind, al-
ways are on a “‘cost-plus” basis
because in those cases the efficient
market method of pricing has
been prohibited. Supply and de-
mand are ruled out of the determi-
nation: the customer is led to be-
lieve the resources involved are
not very scarce — relatively free;
the supplier is guaranteed that
taxpayers will cover his costs,
whatever they may be. Such social-
istic pricing affords no effective
method of economic calculation by
which to measure success or fail-
ure, profit or loss, conservation or
waste. Thus, socialists are fore-
doomed to stumbling in the dark
with their outmoded labor theory
of value — the sum of costs.

Asg long as men continue to view

Security May Betray Us
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goods and services as a package of
labor or the sum of the costs of
production, they will continue to
turn to government for subsidies,
handouts, privileges, guaranteed
incomes, protectionism, and the
like. The more this is done, the
less chance there is to trade for
gain in the open market — the only
system of pricing that conserves
rather than wastes scarce re-
gources.! Chief and foremost
among those scarce resources is
man, not for his capacity to con-
sume as the socialists imply, but
for his productive power to serve
himself by serving others.

1 It may be assumed that the most
urgent purposes of consumers will be
served in one way or another and that it
ig best to do it as efficiently as possible,
A businessman’s profit or loss is the
measure of his efficiency—his capacity to
minimize the cost of serving consumers.
Profit denotes the conservation, and loss
the waste, of scarce resources.

WHENEVER I hear that the government is helping someone, I feel
sorry for that person. Or whenever 1 find that someone, by a
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monopoly grant of power, has a sure market or a sure job, I feel
sorry for him too. Even helping a person to help himself may be
a disservice to him; for you will probably — perhaps uncon-
sciously — compel him to do it your way. Charity, if needlessly
bestowed, probably will have a vicious effect. People who are

promised support will hardly work. All grants, all subsidies, all
rewards for services not rendered have a deleterious effect on
character; and if character is not of foremost consideration, what

is?

ARCHIBALD RUTLEDGE



THE PROTESTERS

W. A. PATON

SOCIOLOGISTS and psychologists (to
say nothing of other academic spe-
cialists) have been having a field
day diagnosing, explaining, and —
at times — condoning the phenom-
enon widely known as “student
unrest.” Indeed, the concern of
some of the professors has waxed
to the point of willingness to pro-
mote, and even to participate in,
the programs of the campus re-
volters. With this situation it is
not unreasonable to conclude that
the sympathetic professors have
played a significant part in pro-
viding a climate that encourages
student discontent, and must as-
Dr. W, A, Paton is Professor Emeritus of Ac-
counting and of Economics at the University
of Michigan. Since retirement in 1959, after
45 years on the Michigan staff, he has done
part-time teaching and lecturing at 14 colleges
and universities in 10 states, for periods rang-
ing from a few weeks to a full school year.

This experience has afforded an unusual oppor-
tunity to observe the development of campus

unrest, and the reactions of teachers and admin-

istrators to wayward student behavior,

sume a measure of responsibility
for the consequences. Especially
in the ‘“social sciences” there are
many instances of instructors who
neither require serious study of
the subject (such as it is) nor reg-
ular class attendance, which leaves
their students with plenty of time
to cultivate restlessness. And in
some departments it is easy to
find members who seem to be none
too busy themselves, either at
teaching or engaging in any other
form of scholarly endeavor. This
is still not the typical state of af-
fairs, it should be acknowledged,
in medicine, engineering, and the
professional schools generally,
where a majority of the students
are striving diligently to gain a
handhold on a career ladder, and
most of the teachers are trying
hard to be helpful.

Playing a role perhaps more im-
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portant than that of the profes-
sors in opening the door to the
restless and unruly are the acqui-
escent and obliging administra-
tors, widely represented among
today’s college and university
presidents, deans, and other of-
ficers. The extent to which these
people cater to the dissident
groups is nothing short of amaz-
ing, and deeply disturbing, to
many old grads. And boards of
trustees and regents should not
escape mention in this connection.
Often a majority of the members
of the governing board are not fa-
vorably inclined toward the atti-
tudes and policies of faculty and
administration, but they turn
their backs most of the time and
pussyfoot even when conditions
clearly call for a positive stand.

Semantic Confusion

To support the view that the
leaders in campus disorders are
idealists troubled by the ills of the
educational system, and incensed
by the limitations of prevailing
programs for dealing with the
plight of the disadvantaged and
downtrodden, resort is had to some
very sorry semantics. Words are
potent weapons in man’s affairs,
and their misuse can bring unfor-
tunate results ranging from minor
misunderstandings to tragic con-
frontations and crises. The dis-
turbances in the schools we are
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currently witnessing cannot rea-
sonably be regarded as construc-
tive efforts to improve the educa-
tional process, or amend alleged
bad practices in any other area.
Fomenting disorder, smashing
windows and burning buildings,
throwing missiles (from bricks
and rocks to bombs and bullets)
at the police and other official law-
enforcement personnel, physical
attacks on students and teachers
who are trying to carry on — these
are hardly the earmarks of an
idealistic reform movement.

I have personally viewed hun-
dreds of shattered windows and
doors on the beautiful grounds of
one of the world’s renowned pri-
vate universities and the experi-
ence was nightmarish. At a large
state institution, which T know
well, one episode was the seizure
of the new undergraduate library,
which cost the taxpayers several
millions, by a band of twenty to
thirty “youths” who held posses-
sion for many hours while wreck-
ing files and equipment, disar-
ranging and damaging thousands
of volumes, defacing walls, and
otherwise disporting themselves.
The result was a shambles, fore-
ing a temporary complete closing
of the building, to the great dis-
advantage of the thousands of un-
dergraduates regularly using the
library’s facilities. This costly ca-
per of the “militants” is only one
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of a long list of interferences with
normal operation during the last
three years, usually featured by
violence and vandalism, and the
total effect has been a substantial
impairment of the functioning of
the university. To date, moreover,
not a single student participant in
the disruptive incidents has been
expelled, or even suspended. A
dean did indeed announce suspen-
sion of one stalwart “youth” who
knocked a teacher down and broke
his glasses, but the outcries of
outraged ‘“student government”
groups and their faculty support-
ers soon induced a revocation of
the dean’s initial decision.

Query: Why shouldn’t campus
rowdies, thugs, vandals, and riot-
ers be properly and plainly de-
scribed, instead of being labeled
as ‘“‘protesters,” and credited with
an earnest desire to better school
environments and operations and
assist in solving all pressing so-
cial problems?

Professional Agitators

There is solid evidence that
hardened agitators, often trained
abroad, are involved in most
major strikes and riots in the
schools as well as on the streets.
These are people dedicated to de-
stroying the American educational
gystem and — ultimately — produc-
ing a condition of general chaos
that will insure the complete col-
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lapse, like a house of cards, of
our political and economic insti-
tutions. Apologists for the student
activists, and the disorders in
which they figure prominently,
should take note of this estab-
lished fact. There is room for ar-
gument, of course, as to just how
potent the professional agitator
cells are, in stirring up trouble,

With respect to the faculty
members and administrators who
are prone to defend groups and
organizations sponsoring militant
“movements’” and activities, there
is a noticeable tie that binds: al-
most to a man they are either out-
right socialists, or dominantly so-
cialistic in outlook. They are all
definitely unfriendly to private
business enterprise and an un-
hampered, competitive market;
they damn capitalism at every op-
portunity, in the classroom and
elsewhere, either bluntly or by
sly slurs and digs running from
faint praise to half-truths and
downright misrepresentation. Gen-
eralizing as to the views of the
student troublemakers is less war-
ranted, but that the leadership of
the various groups is heavily
loaded with Marxists and procom-
munists is very clear.

Nothing can be done, needless
to say, to convince the partyline
foreign agents, and their con-
firmed fellow travelers and syco-
phants, that there is any merit in
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the American experiment in indi-
vidual freedom — freedom to move
about, to choose an occupation, to
save and acquire property, to pros-
per, and (on occasion) to become
wealthy., But we can still hope
that the host of well-meaning citi-
zens who have been somewhat tol-
erant of the youthful “protesters,”
and indifferent to the turmoil they
have stimulated in the schools,
will wake up, and exert a restrain-
ing influence before the wrecking
operation reaches the point of no
return.

Widespread Mental Smog

One striking feature of the
times is the willingness of people
generally, and especially in the
ranks of the intellectuals, so-
called, to disregard plain facts and
be beguiled by illusions and mi-
rages, Common sense seems to be
on the wane. The widespread men-
tal smog from which we are suf-
fering, it may be urged, is much
more dangerous than the fumes
emitted by our motor vehicles.
This condition appears the more
remarkable, at first glance, in a
society equipped with an incred-
ible array of gadgets providing
almost instantaneous and world-
wide communication, a flood of
printed material on every con-
ceivable subject, and an elaborate
educational framework designed to
keep us occupied with learning
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from early childhood on into the
adult years. But perhaps this is
what ails us. Perhaps we are so
swamped with information — and
misinformation — that the power
to think, to reason, to get at the
nub is becoming atrophied.

As most careful observers will
agree, the protesters and revolu-
tionaries have been aroused rather
than restrained by the permissive
and indecisive tactics of those in
charge. Give them an inch and
they’ll take a mile is just as true
today as in the past. Will we nev-
er learn that coddling and cajolery
will not check those bent on tear-
ing our schools to pieces, or en-
gaging in any other form of law-
lessness? And neither will “trying
to understand,” ‘“opening new
avenues of communication” (a
fancy description for setting up a
flock of committees, conferences,
and discussion groups), and other
soft-soap suggestions from pro-
fessorial ranks, aimed at advising
or mildly admonishing, restore
order and efficient functioning to
the campus.

The Need to Take a Stand

Nobody favors arbitrary or ty-
rannical suppression of the rest-
less and discontented, even when
they have no solid ground under
their feet. (We greatly need the
inventive and innovative indi-
vidual, in all fields.) But taking a
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definite and determined stand, lay-
ing it on the line and not backing
down, are essential to the curbing
of destructive conduct, in school
or out. There are, at long last, a
few schools where this position is
being asserted, forthrightly, and
some supporting voices are being
raised in high places in govern-
ment. Delay has, of course, made
the chore of restoring order much
more difficult. Purging academic
staffs, stiffening admission re-
quirements, and increased willing-
ness to resort to expulsion are
developments badly needed.

A concluding question: What
will be the impact on American
productivity, on the level of out-
put of goods and services, of the
diversion of time and energy to
attempts to cope with student law-
lessness, plus the serious impair-
ment of the usefulness of our edu-
cational facilities accompanying
the school disorder and destruc-
tion? The economic system in this
country is already showing signs
of staggering, despite the momen-
tum achieved by the technologi-
cal advance, under the burden of
costly programs reflecting the pre-
occupation with the needs of the
ailing, the elderly, and the ‘“dis-
advantaged,” a widespread and
increasing indifference to effi-
ciency and good performance, a
complex and stifling tax struc-
ture, a crime wave of frightening
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proportions, a mountainous de-
fense effort, which probably can-
not be greatly relaxed in the near
future, growing governmental in-
terference and control in all
fields, coupled with fiscal irres-
ponsibility and the continuing
plague of inflation. In short, we
have about all the troubles and
difficulties we can take. Any sub-
stantial addition to the load at
this juncture may topple us. And
in the face of the prospect of tre-
mendous increases in population
(according to the predictions)
how can the present per-capita
standard of living be maintained,
to say nothing of improvement?
The almost forgotten truism that
“we can’t consume any more than
we produce” still holds.

The Exposure of Nonsense,
All in Good Time

To clear the air, blow away the
mists of nonsense and confusion,
there is a great need for men of
the stamp of Jonathan Swift,
Gilbert and Sullivan, and our own
Will Rogers. What a blessing it
would be if a crop of talented hu-
morists and satirists were to
spring up, with the genius to
riddle with ridicule the preten-
sions and poses of the ‘liberal”
professors and their ilk! (We
have Al Capp, but he needs help.)
Once joking about the prevailing
absurdities became popular, a re-
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turn to sanity, to order, to decent
behavior —as the standard to
which all men should strive to re-
pair — might well be in sight. A
gale of laughter would surely be
good medicine at this juncture.
Even some of the “protesters”
might be nudged into joining a
jocular chorus, and looking with
less favor on commotion and
wanton destruction.

Recently I happened to open up
my battered copy of Book of
Tales, a volume edited by William
Swinton and George R. Cathcart
and published in 1880 as a read-
ing supplement for third graders.
This book was a great favorite of

January

mine seventy-odd years ago, and
I read and reread it until 1 knew
many of the tales “by heart.” (I
wonder if there are any third
graders nowadays so stimulated
by the stuff provided for them.)
One of the “poems” included was
a satire written by Matthew
Browne (pen name of William
Brighty Rands, 1823-1882), first
published in 1864. This is worth
being brought to light again for
its own sake, and also because it
might serve as a model for a hu-
morous piece on the antics of the
present-day protesting ‘“youths.”
Here, then, is “Lilliput Levee,”
taken verbatim from the Tales:

B \ﬂ“ﬂ
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Lilliput Levee
1. WHERE does Pinafore Palace stand?
Right in the middle of Lilliput Land!
There the queen eats bread and honey;
There the king counts up his money.

2. Oh, what a wonderful change to see!
Nothing is dull as it used to be,
Since the children, by clever, bold strokes,
Have turned the tables upon the old folks.
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10.

11.
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Now the thing was easily done,

The children being two to one;

Brave as lions, quick as foxes,

With hoards of wealth in money-boxes.

They seized the keys, patrolled the street,
Drove the policeman off his beat,

Built barricades, and stationed sentries:
Give the word when you come to the entries!

They dressed themselves in riflemen’s clothes;
They had pea-shooters and arrows and bows,
So as to put resistance down:

Order reigns in Lilliput Town.

They went to the druggist’s, broke in the door,
And scattered the physic all over the floor;
They went to the schoolroom, and hid the books;
They munched the puffs at the pastry-cook’s.

They sucked the jam, they lost the spoons,
They sent up dozens of fire-balloons,

They let off crackers, they burnt a guy,
They piled a bonfire ever so high.

They offered a prize for the laziest boy,
And one for the most magnificent toy;
They split or burnt the canes off-hand,
And made new laws in Lilliput Land.

Never do to-day what you can

Put off till to-morrow, one of them ran;
Late to bed, and late to rise,

Was another law which they devised.

They passed a law to have always plenty

Of beautiful things: we shall mention twenty,—
A magic lantern for all to see,

Rabbits to keep, and a Christmas-tree, —

A boat, a house that went on wheels,
An organ to grind, and tarts at meals,
Drums and wheelbarrows, Roman candles,
Whips with whistles in the handles, —
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12.

13.

14.

15.

16.

17.

18.

THE FREEMAN January

A real live giant, a roc to fly,

A goat to tease, a copper to sky,

A garret of apples, a box of paints,

A saw, and a hammer, and no complaints.

Nail up the door, slide down the stairs,
Saw off the legs of the parlor chairs, —
That was the way in Lilliput Land,

The children having the upper hand.

They made the old folks come to school
All in pinafores, — that was the rule, —
Saying, Fener-deener-diner-duss,
Kattler-wheeler-whiler-wuss.

They made them learn all sorts of things
That nobody liked. They had catechisings;
They kept them in, they sent them down
In class, in school, in Lilliput Town.

Oh, but they gave them tit for tat!
Bread without butter, — stale at that, —
Stick-jaw pudding that tires your chin,
The marmalade on it ever so thin.

They governed the clock in Lilliput Land:
They altered the hour or the minute hand;
They made the day fast, or made it slow,
Just as they wished the time to go.

They never waited for king or for cat,

Or stopped to wipe their shoes on the mat;
Their joy was great; their joy was greater;
They rode in baby’s perambulator!
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19.

20.

21.

22.

23.

24.

25.

26,

27.
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There was a levee in Lilliput Town
At Pinafore Palace. Smith and Brown,
Jones and Robinson, had to go, —

All the old folks, whether or no.

Every one rode in a cab to the door;
Every one came in a pinafore:
Lady and gentleman, rat-tat-tat,
Loud knock, proud knock, opera-hat.

The palace, bright with silver and gold,
Was full of guests as it could hold.

The ladies kissed her Majesty’s hand:
Such was the custom in Lilliput Land.

His Majesty knighted eight or ten,
Perhaps a score, of the gentlemen;
Some of them short, and some of them tall;
Arise, Sir What's-a-name What-do-you-call!

Nuts and nutmeg (that’s in the negus) ;
The bill of fare would perhaps fatigue us;
Forty fiddlers to play the fiddle:

Right foot, left foot, down the middle.

Conjurer’s tricks with poker and tongs,
Riddles and forfeits, comical songs;
One fat fellow, too fat by far,

Tried “Twinkle, twinkle, little star!”

His voice was gruff, his pinafore tight;
His wife said, “Mind, dear, sing it right;”
But he forgot, and said “Fa-la,” —

The Queen of Lilliput’s own papa!

She frowned, and ordered him up to bed;

He said he was sorry; she shook her head:
His clean shirt-front with tears was stained,
But discipline must be maintained.

Now, since little folk wear the crown,

Order reigns in Lilliput Town;

And Jack is king and Jill is queen

In the very best government ever seen. ®
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THE MORE orthodox way of at-
tempting to refute a socialist, or
any kind of collectivist, is to ap-
peal to his latent sense of rational-
ity. Since every individual is dif-
ferent, equality — as distinct from
legal equity — cannot be legislated.
The attempt to do so suppresses
the innovative spirit in a society,
and everyone is the poorer for it.
If you can get a socialist to admit
this, you have him where you want
him. He will be compelled to sup-
port some adaptation of the com-
petitive principle in order to
square his thinking with a sense
of reality.

Unfortunately, the world is full
of people who are not in the least
concerned with creating a socialist
order for idealistic reasons, how-
ever misguided the reasons may
be. These people aren’t looking for
a progressive society of any type.
What they want to do is to pull
front-runners down, to penalize
excellence, to make everybody the
same, for reasons that are ground-
ed in emotion. They are the envi-
ous ones who cannot stand to see
anybody move out of the ruck.
They are impervious to the logic
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that must ultimately tell any sens-
ible person that it is the division
of labor that supports our huge
modern populations, the envious
and the unenvious alike. This is
the mentality dissected by Helmut
Schoeck (Envy, Harcourt Brace
Jovanoviteh, $7.50)."

Curiously enough, the term “en-
vy” is hardly mentioned by any of
our big-name contemporary sociol-
ogists or political philosophers.
There are plenty of economists
who are prepared to refute social-
ism by recourse to the rational
appeal. One even finds them behind
the Iron Curtain — or one did be-
fore the Czechoslovak crisis re-
sulted in the suppression of the
Ota Siks who were trying to re-
validate market principles in the
sluggish Eastern societies. But
there seems to have been a con-
spiracy of silence about the sub-
ject of envy.

In combing over the literature
on social change, Professor Hel-
mut Schoeck, who taught at Em-
ory University in Atlanta before
returning to Europe to take a
chair of sociology at the Univer-
sity of Mainz, discovered that on-
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ly one modern writer, a French-
man named Kugene Raiga, had
ever devoted a single book to the
role of envy in stirring social and
political disturbances. Against this
meager showing there have been
hundreds of writers from R. H.
Tawney to Michael Harrington
who have rung the changes on the
alleged sin of acquisitiveness, In-
deed, it has been considered far
more wicked to provoke envy than
it has been to break the command-
ment that says, “Thou shalt not
covet.,” Justice Oliver Wendell
Holmes used to twit his friend,
Harold Laski, about the “passion
for equality,” which seemed to
him a dissembling way of “ideal-
izing envy.” Significantly, Laski,
though he was the most rhetori-
cally gifted of the British Labor
Party’s publicists, avoided answer-
ing Holmes’s pointed remarks. If
he had tried to do so he would
have inevitably called attention to
the ugliest side of the socialist
movement.

Aside from Eugene Raiga and a
few novels such as L. P. Hartley’s
Facial Justice one has to go back
to the nineteenth century to find
any extensive commentary on envy
as perhaps the chief destructive
element in society. The philoso-
phers, Kant, Schopenhauer, Kierke-
gaard, Nietzsche, all had some-
thing to say on what they consid-
ered one of the more important, if
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reprehensible, human drives. Adam
Smith spoke of the need for laws
to keep property from being in-
vaded and destroyed by the envi-
ous. Herman Melville, in Billy
Budd, dramatized the envious man
as the embodiment of evil, and Eu-
gene Sue’s Frederick Bastien:
Envy dealt with the subject almost
clinically in fiction that foreshad-
owed modern psychoanalysis. And
the ancients and the relatively an-
cient, from Aristotle to Chaucer
and Francis Bacon, were not
afraid to speak against the envi-
ous man,

Professor Schoeck thinks that
modern social and political theor-
ists have repressed the concept of
envy out of sheer embarrassment.
The whole surge of our modern
society has been toward “socializ-
ing” the economy, and if one were
to admit that the movement has
been in response to resentful and
evil men, it would create a most
unpleasant and painful state of
affairs. The iniquitous secret of
socialism is that it leads, in its
more extreme manifestations, to a
world without sociability or so-
ciableness. With Leftist theoreti-
cians taking over so many of the
media and so many of our univer-
sity chairs, it is hardly likely that
we will get much dispassionate
treatment of the subject of envy.
What we do get is a literature of
circumlocutions. The writers speak
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of “conflict,” which is a matter of
overt behavior. Envy is a silent,
secretive process that can be hid-
den behind protestations of ideal-
istic concern for equality. Since it
is silent (nobody likes to admit
it), our writers don’t have to pull
it out of the closet. But Professor
Schoeck surmises that the failure
to identify envy for what it is has
had much to do with the maso-
chism of our younger generation,
many of whom feel guilty because
their parents have money, or be-
cause the nations of the West are
more prosperous than those of the
“third world.” The positive and
energizing values of capitalist so-
ciety are lost sight of simply be-
cause we no longer tolerate any
discussion of envy and covetous-
ness as being among the more
sterile human attributes.
Professor Schoeck is willing to
concede the high-mindedness of
some socialist theorists. But he has
recourse to anthropology to prove
that envy remains a constant in
society, no matter what the prin-
ciple of organization. In primitive
collectivisms the envious man con-
centrates on little things, The Siri-
ono Indians of Bolivia denounce
the hoarding of food. But although
they conform outwardly to collec-
tivist norms, the individual Siri-
ono hunter will hide his catch out-
side the camp. After nightfall he
will return, possibly with his wife,
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to the hiding place for a lonely
feast. It is part of the myth of :
“golden age” to suppose that pre
historic communities were joyfu
utopias where everyone shared. anc
nobody envied anybody else.

The possibility of creating :
collectivist society without envy
founders on the necessity of giv.
ing somebody the power to main
tain order. Naturally, power of
any kind provokes envy among
those who do not have it. It is nc
accident that the Russians haven’i
been able to create an equal soci-
ety; if they had, it would have re-
sulted in a situation in which no-
body would do the less congenia!
work. To get production out of the
poor slobs in the ‘“classless” soci-
ety, the Soviet managers have had
to establish a 40:1 differential be-
tween maximum and minimum in-
comes. In Western countries,
where the urge to utopianism
hasn’t yet killed the market econ-
omy, the ratio is more like 10:1.

Even the Israeli kibbutz has
proved disappointing to those who
hoped that communal life could be
a life without envies and resent-
ments. To exist at all, the kib-
butzim have had to make use of
the products, the technology, and
the achievements of individualistic
societies. They have succeeded to
some extent, but at the cost of
producing a younger generation
that is obsessed with the fear of
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showing signs of individual su-
periority. The individual who ex-
ercises a poetic gift feels guilty,
and it is judged an offense to do
intellectual work when physical
labor is demanded.

Professor Schoeck, recognizing
human nature for what it is,
doesn’t expect to do away with en-
vy anywhere. But the time has
come, he says, for a ‘“hardening
towards exaggerated sensitivity to
envy.” It makes no sense for us to
behave “as though the envious man
was the main criterion for eco-
nomic and social policy.” We
should treat the envious man for
what he is, a person who wants to
pull others down without bother-
ing to expand his own capacity
for excellence,

» YOUTH, UNIVERSITY, AND
DEMOCRACY, by Gottfried
Dietze (Baltimore: Johns Hop-
kins Press, 1970), 117 pp., $6.50.
Reviewed by George C. Roche I11

IT HAS BECOME commonplace to

criticize the modern university,

its faculty, and students. The sig-
nificance of Professor Dietze’s
latest work is that he goes far be-
yond such criticism.

Not that he approves of the
present academic community:

Laziness, vanity, and arrogance, the
seeking of and corruption through
power, the elimination of excellence,
the negation of the search for the
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truth, devious pursuits of material

" things, intellectual sacrifices, and the

absence of freedom —all can be found
in modern universities.

Sympathetic to youth and its
problems, Dietze feels that the
young people living in what he
calls “the liberal-democratic era”
have sufficient uncertainty and in-
security to face without the fur-
ther uncertainty and insecurity
likely to result from contacts with
the modern university. From that
point on, however, he parts com-
pany with protesting students, em-
phasizing that today’s protesters
tend to favor those courses of ac-
tion most detrimental to genuine
education.

In Professor Dietze’s analysis,
both university failures and stu-
dent failures are traceable to a
single cause — the politicalization
of the university, a direct result of
mass democracy and the accept-
ance of the welfare state:

The present breakdown of law and
order, usually reflected in crimes
against property rights, is in a large
measure the natural consequence of
so-called social legislation. Individual
citizens cannot be expected to respect
property rights if the government
has consistently disregarded these
rights and destroyed public trust and
all sense of obligation.

Today’s students have grown up in
this atmosphere. Rioters are the
children the welfare state has re-
leased.
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When rioting students protest
against the “Establishment,” they
apparently do not realize that they
themselves are a product of that
Establishment:

. . . the student diagnosis of pres-
ent societies is a quack diagnosis,
for establishments are not sick be-
cause they are insufficiently demo-
cratic, socialist, egalitarian, etc., but
for the very opposite reason — name-
ly, because they have gone too far to
the left. Student aims, therefore, are
likely to increase the illness of so-
ciety rather than to heal it, just as
a doctor who makes a wrong diag-
nosis and applies the wrong therapy
is likely to worsen his patient’s con-
dition, Rioting students are outcasts
of the establishment only on the
surface. On closer inspection, they
are its products. Student rioters are
outcasts of the establishment only
insofar as the establishment has re-
mained healthy. Insofar as it has
become sick, they are representative
of it. They are the poison produced
by the infections of the body politic,
out to destroy that body.

The author reminds us that this
has all happened before, describ-
ing the wvulnerability of Weimar
democracy :

Political factions fought it out in
the Reichstag, in the streets, and in
universities, which increasingly had
become places for political debate
and controversy. In the end, Hitler
arose and . . . streamlined the uni-
versities into his system.
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Professor Dietze’s erudition ir
philosophy, history, law, and let-
ters comes to bear on the subjeci
of the university’s proper place ir
society. The ideal for the student,
the scholar, and the university it-
self comes alive as the reader be-
gins to understand the meaning
of a “community of scholars.”

Youth, University, and Democ-
racy is filled with insights for stu.
dent, teacher, and administrator,
The book also makes clear to the
rest of us that, for all the short-
comings of today’s universities,
we must be careful to distinguish
between today’s politicalized cam-
pus and the historic role of the
university. Seen in that historic
role, the university should be and
can be a bulwark against the mob
mentality :

. universities, developing along
with constitutionalism, have pro-
tected the freedom of the individual
against authoritarian popes, kings,
and popular demagogues, and [can]
continue their libertarian mission in
modern democracies. That mission
implies maximal benefits for the
community — including youth. For
only free universities can serve
truth, and only advancement toward
the truth can satisfy the perennial
quest of a traditionally confused,
sad, and brave youth for clarity and
bring about the kind of public good
youthful idealism has always longed

for, @
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C. AusTIN DE CAMP

* MAN and MIRACLE

GEORGE WASHINGTON’s high re-
gard for the Constitution of the
United States was expressed in a
letter to Lafayette early in 1888:

It appears to me, then, little short of
a miracle that the delegates from
so many different States . . . should
unite in forming a system of na-
tional government so little liable to
well-founded objection.

From that phrase, Catherine
Drinker Bowen derived the title
for her historical narrative of the
Constitutional Convention of 1787,
Miracle at Philadelphia. With
Washington presiding over their
deliberations, some 55 diverse per-
sonalities, representing 12 sov-
ereign states, agreed on a code of
association proclaimed by Glad-

C. Austin De Camp, Retired Lt. Col. Engrs.
AUS, saw volunteer service in World Wars I
and II. His 86 years have been devoted to
exposition of America’s gift of freedom to the
world, speaking and writing of the meaning
behind the major anniversaries we celebrate.

stone ‘the greatest document ever
struck off by the hand of man”—
a document designed to give unity
and purpose to a government of
men and of states and to assure
that liberty should be the birth-
right of succeeding generations.

“Miracles do not occur at ran-
dom,” observes Mrs. Bowen.
“Every miracle has its proven-
ance, every miracle has been
prayed for. The wine was first
water in Cana; there was a wed-
ding and a need.” And, one might
add, the individuals were at hand
to fulfill such need.

As to the miracle at Philadel-
phia, the prayer for freedom had
been growing in intensity for
fifty generations. The need was
evident in the conduct and gov-
ernance of 13 embryo states along
America’s Atlantic shore. In due
time, the requisite human agency
appeared, making liberty the first
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and foremost concern of the po-
litical structure. Those develop-
ments of American philosophy,
culminating in the decision for a
free mankind, are indeed a great
miracle. How fitting then, in cele-
bration of Washington’s birthday,
that we check our bearings to de-
termine if we are worthy of our
miraculous heritage: attainable
freedom for all mankind.

The Seeds of Liberty
and the Flowering

To review the history of liberty
is to realize that the concept is of
relatively recent origin. Liberty
could be no part of a polytheistic
religion, with a multitude of gods
enslaving men and directing their
destinies quite apart from human
desires and capabilities. Only some
3,900 years ago did Abraham
make the first major break from
polytheism; and much of the
world today has yet to break those
chains. The meaning of freedom
develops slowly.

With all the fine theories of
freedom evolved by the Greeks,
they neither embraced monothe-
ism nor discarded slavery. Eng-
lishmen spelled out the begin-
nings of the rights of man in the
Magna Carta; they recognized the
right of the individual to by-pass
the clergy in reading the Scrip-
tures; they enhanced the quality
of justice through impartiality in
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court practices; but they remained
the subjects of rulers who inher-
ited sovereignty by Divine Right.

The great break-through to the
idea of citizen sovereignty came
on the Atlantic coast of America,
among people conditioned to self-
reliance, resourcefulness, and in-
dependence. Freedom — the right
of choice — was knocking at their
door. And they opened that door
in recognition of their need.

Abraham had sown the seed:
one God of the universe manifest-
ing Himself through the individu-
al, Intervening centuries of re-
ligious and philosophical gestation
enabled Thomas Jefferson to put
it in these words: “All men are
created equal . . . endowed by their
Creator with rights . . . life, lib-
erty, and the pursuit of happiness
... that to secure these rights,
governments are instituted among
men.” How, then, to structure a
government to implement this
new-born idea of citizen sov-
ereignty?

Except for the inspired leader-
ship of George Washington ir
those perilous years after 1776
this child might have died in in-
fancy, and we might still be grop-
ing for a practical way to resi
sovereignty in the individual. His.
tory should record him, not only
as the father of his country, buf
also as the father of citizen sov
ereignty — the greatest advance ir
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social and human relationships
since the dawn of civilization.

Citizen Sovereignty

The governance of man, if one
traces the social contract through
time, begins with the tribal chief-
tain. It progresses from smaller
to greater rulerships, all substan-
tially authoritarian in method and
monarchical in design. The Divine
Right of Kings and succession by
primogeniture typify such sys-
tems, the freedom of the individual
ever secondary to the authority
of the sovereign. Then, the mira-
cle — the mantle of sovereignty
enveloping each citizen and his
heirs forever, theirs the responsi-
bility for working out the intangi-
bles of human liberty and volun-
tary association.

Under citizen sovereignty, the
excellence of any government de-
pends directly upon the excellence
of the citizenry. If one is unhappy
with today’s state of the nation
—law, order, education, inflation,
pollution, war, morals, or what-
ever — the only honest and coura-
geous course is serious self-exam-
ination. And then the question:
“What am I going to do about
it?” .

One helpful answer might be to
try to repair the lack of humility
and gratitude in our spiritual
makeup. To daily and sincerely
register thanks for our heritage
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as citizens should make of us
better sovereigns than we are.

Also, we might seek an ideal
sovereign after whom to pattern
the exercise of our own privilege
and duty. And what better choice
than George Washington, first
citizen sovereign following the re-
jection of monarchy, and model
of unimpeachable honesty.

Parson Weems may have been
a better historian than he knew
when he invented the myth of
the cherry tree, an interpretation
of the greatness of a man who
would not lie. Douglas Southall
Freeman says of Washington:
“For the long and dangerous jour-
neys of his incredible life, he
always had the strength and di-
rection needed, because he ever
walked a straight line.”

Another question we might ask
ourselves: ‘“Does the sovereign
believe in the cause he serves; am
I truly dedicated to the freedom
of mankind?” Evidence of Wash-
ington’s dedication is to be found
in these responses when he was
sought for speaking engagements
after the war:

To the Reformed German Congre-
gation in New York — “the establish-
ment of Civil and Religious Liberty
was the motive which induced me to
take the field.”

To the New Church in Baltimore
—“We have abundant reason to re-
joice that in this Land, the light of
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truth and reason has triumphed over
the power of bigotry and supersti-
tion and that here every person may
worship God according to the dic-
tates of his own heart . .. It is our
boast that a man’s religious tenets
may not forfeit him the right of
attaining and holding the highest
offices that are known in the United
States.

Biographer Freeman says
further:

George Washington was neither an
American Parsifal nor a biological
sport. What he was, he made him-
self by will, by ambition and by
perseverance . . . He ever walked
a straight line.

There is the crowning glory of
the man, a man with few, if any,
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of the accepted factors of great-
ness such as commanding states-
manship, great eloquence, great
scholarship, great skill as a build-
er, or even great military prow-
ess. Not by talented genius that
Washington attained the mantle
of greatness, but because he
walked a straight line. Achieve-
ments unparalleled, by unswerving
devotion to truth. Truth, which
makes men free.

Washington left us a legacy of
opportunity and of truth — basic
elements in the structure of na-
tional endurance. Facing today’s
“times that try men’s souls,” may
we be guided, by a man and his
miracle, to walk a straight line. &

of God.

If, to please the people, we offer what we ourselves
disapprove, how can we afterwards defend our
work? Let us raise a standard to which the wise

and honest can repair. The event is in the hand

Attributed to GEORGE WASHINGTON
during the Constitutional Convention




Max E. BRUNK

IN AMERICA TODAY people work
fewer hours, have more security
and real wealth than ever before,
and yet we are an unhappy people
involved in much social dissent.
We are frustrated over poverty,
equal rights, changing social
mores, campus revolt, pollution,
and our environment. It is no
longer fashionable to talk or worry
about our productive capacity
either as a nation or as individuals.
Farmers and our business institu-
tions are taken for granted. We
are not so much concerned with
the source of our wealth as we are
with its appropriate disposal.
The things we worry about to-
day were, of course, problems
years ago, but we were too busy,
too insecure, too poor to do much
Dr. Brunk is Professor of Marketing at Cornell
University, This article is from his talk before

the Illinois Agricultural Association at Chicago,
November 17, 1970.

about them. Perhaps we should be
thankful for the affluence that has
made it possible for us to move
these “old problems” upward on
our scale of priorities. At the same
time we should recognize that
while affluence provides the means
it does not necessarily provide the
wisdom for instantly coping with
the complex social problems now
concerning us.

Affluence has provided an
abundance of people who are eco-
nomically free to concern them-
selves about the affairs of others.
Man hours no longer thought to be
needed to produce goods and serv-
ices are, in no small degree, the
source of our social discontent.

Until quite recently, we have
been so busy growing in an indus-
trial sense, and we have enjoyed
the fruits of our labor so much,
that we have had little time or re-
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sources to devote to those broad
social problems created by our rap-
idly advancing technology. No
small part of this technological
advance has been in agriculture,
Those persons left in agriculture
today are the economic survivors
of the greatest mass migration in
the history of man. Had there been
no out-migration from agriculture
over the past 35 years, our present
farm population would be 65 mil-
lion rather than 10 million. This
sudden displacement includes
many who have neither the capac-
ity nor yen to learn and master a
new profession — many who find
it disagreeable to work by the
clock and calendar. Many of these
are the technological dropouts who
are in trouble — who are both a
burden and responsibility of our
modern society — who are a source
of discontent in this time of affiu-
ence.

One Dropout, One Vote —
Formula for Disaster

Numbered among the dropouts
and other technological misfits are
many of our youth who, supported
by affluent parents, have not had
to worry much about becoming pro-
ductive citizens. Our colleges are
crowded with those who have lit-
tle or no idea of the professions
they ultimately seek to follow.
Many, in their bewilderment, seek
immediate changes in our social
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structures amounting to an instant
social security designed to per-
petuate their dole.

Suddenly we are aware of a
large and growing group living
on the leavings of a highly pro-
ductive society. Earlier societies
have had their leisure classes but
never before in history has so
large a proportion of a society
been free of the worries of seek-
ing the bare essentials of food,
shelter, and clothing. The perplex-
ing problem facing us is how to
absorb these technological drop-
outs and make them productive.
For how else are we to combat a
national negativism and get on to-
ward a happier society?

In the meantime, this growing
horde of economic parasites takes
on a very serious meaning in a
one-member, one-vote democratic
society. Still in the minority, their
presence is largely manifested in
social meddling—in contemplation
about the welfare of their fellow
man. One such movement we vague-
ly call consumerism—a term
still too young for the dictionary.
This particular movement not
only impinges on your rights as a
consumer but also is symbolic of
present-day social meddling.

Consumerism is a movement of
activists who champion issues
which appear to be beneficial to
consumers. My carefully worded
statement that consumerism is a
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movement of activists who cham-
pion issues which appear to be
beneficial to consumers is blunt
and to the point. It will not make
the consumerist happy for it ex-
poses the spurious implication that
there is, outside the market place,
a bona fide movement of consum-
ers who join in common cause on
their own behalf, Nevertheless, in
order to understand the growth,
strength, and power of consumer-
ism one must realize that it is not
a movement of consumers them-
selves. The term implies protection
of the consumer, but the flood of
proposals for ways and means of
protecting the consumer are not
generally traceable to those seek-
ing protection for themselves. To
the contrary, the specific issues of
consumerism are initiated by those
who, for assorted reasons, seek to
protect others from harm. It is
this third-party involvement in a
buyer-seller relationship that gives
consumerism its uniqueness. The
consumer activist, regardless of
motive, is indeed a crusader.

Third-Party Intervention

Time will not permit an explora-
tion of all the motives of the con-
sumerist. They obviously range
from selfish to unselfish, from dis-
honest to honest, from thoughtless
to well informed. Whatever his
motives, the consumer activist con-
tends that consumers should be
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protected from physical and eco-
nomic harm, that consumers
should be informed and educated
in product knowledge, that con-
sumers should have a choice in the
market place, and finally that con-
sumers should have proper legal
redress for wrongs. Such virtuous
aims seem undebatable until one
realizes that under consumerism
they are subject to third-party in-
terpretation which may or may not
be in the consumer interest.

In a normal market relationship,
the buyer’s right to accept or re-
ject imparts forceful economic
meaning to these aims consistent
with each individual’s particular
set of values. But competitive en-
terprise is rejected by the consum-
erist who identifies protection in
terms of third-party values. And
because such values can always be
made to appear rational, they are
condoned and often vigorously
supported by the general public.
As a result, innumerable laws, reg-
ulations, and coercions are rapidly
displacing the free decision of the
individual in the market place, and
the right of the consumer tochoose
increasingly becomes a mockery.

Without much doubt, I reveal
my personal conviction on consum-
erism. I think most of all I resent
the hypocrisy of the politics be-
hind consumerism — the illusion
that someone is doing something
for me when in fact he is only do-
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ing something, at my expense, to
serve his own selfish political in-
terests.

I hear business leaders today
claiming that consumerism is anti-
business — antiproducer — anti-
agriculture. They, too, have fallen
victim to the hypocrisy of consum-
erism, They are mistaken. Con-
sumerism is aimed at the con-
sumer. Business can adjust and
endure under consumerism much
better than consumers can. To
business, consumerism merely
closes the doors to certain oppor-
tunities, redirects effort, or alters
the competitive advantage one
business might have over another.
But look what it does to the con-
sumer who pays the cost and loses
the benefits that a prohibited prod-
uct or service could have provided.

I reject the popular contention
that the housewife-consumer is ig-
norant, stupid, or uninformed
merely because her actions are not
consistent with either my beliefs
or the beliefs of any professional
consumerist. In my opinion, con-
sumers with dollars in their pock-
ets are not weak by any stretch of
the imagination. To the contrary,
they are the most merciless, mean-
est, toughest market disciplinari-
ans I know. I reject the thesis that
there is any one universal value
in marketing that can be made ap-
plicable and acceptable to all 200,-
000,000 American consumers. Any
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businessman who succeeds in his
efforts to capture the favor of the
consumer knows this. He knows
that the values and needs of differ-
ent consumers change with almost
every purchasing decision. Surely
we need to distinguish between the
proper role of government in pro-
tecting consumers from deceptive
practices and the inappropriate
role of serving as intermediary be-
tween buyers and sellers in mak-
ing value judgments.

The Price We Pay

In our zeal to protect the “inno-
cent” consumer, we need recognize
that each protective step necessar-
ily limits our productive capacity
as a nation. It may be argued that
a wealthy nation can afford such
luxury and, though this is true,
we need also to take into account
the price we are paying for con-
sumerism.

Risk is inherent in every con-
sumer purchase — in every con-
sumer act — and man can do noth-
ing to alter that fact. The efforts
of man to eliminate rigsk in the
market place contain much polit-
ical appeal but are nonetheless fu-
tile because the reduction of one
kind of risk must always be ac-
companied by a compensating in-
crease in another kind of risk. The
cost of protection is deprivation.
We can, if we desire, achieve a
high degree of auto safety by re-
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ducing speed; but society rejects
the sacrifice and instead, with the
safety belt, accepts a lower safety
level requiring less sacrifice.

Some of the most protected
members of our society are the
inmates of our prisons. These un-
fortunates know the personal cost
of their protection through acute
awareness of their deprivations.
But the cost of consumer protec-
tion is not so apparent. We have
no way of putting a value on the
sacrifice in foregone products and
services that a free market could
provide.

Motivated by Power

So far I have identified the con-
sumerist only as a kind of self-
appointed, omnipotent guardian of
the consumer. Who is the consum-
erist? Where do his ideas come
from? What gives him motive? To
some degree I think we are all con-
sumerists at one time or another.
We all have ideas about how other
people should behave or be made to
behave. When we get worked up
about some issue we may even be-
come activists and try to force our
opinions on others. However, the
most potent and dangerous con-
sumerists are found in the ranks
of elected public officials, career
public workers, authors and writ-
ers, college professors, school
teachers, preachers — people who
have time on their hands to worry
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about others—people whose status
depends on publicity and popular-
ity — and perhaps above all, those
technological dropouts who have
yvet to find a place in society.

It is interesting to observe that
the consumerist sometimes has as
much difficulty convincing the con-
sumer of her need for protection
as in convineing a regulatory body
to do something about it. This is
what they call education. But in
final analysis the consumerist with
the real punch is the elected official
who champions laws, the appoint-
ed official who establishes regula-
tions, or the self-appointed med-
dler who needs only to demonstrate,
to release a report or make a speech
to hit the headlines. I doubt that
my congressman is responsible for
the eight sets of seat belts that
came in my latest car, but I got
them and I paid for them. While
some congressmen deem it expedi-
ent to play on the political oppor-
tunities of consumerism, we can
be thankful that most of our public
representatives, perhaps much bet-
ter than the general public, under-
stand the shams of consumerism.
In a very real sense, these respon-
sible representatives often protect
the consumer from the consumer-
ist.

The Case of Unit Pricing

So far ] have dealt in broad gen-
eralities. Perhaps a specific illus-
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tration may help to expose con-
sumerism in its true light. I have
heard it said that if strawberries
were a manufactured product, they
would be restricted from the mar-
ket today because so many people
are allergic to them! Indeed, the
long arm of consumerism will soon
reach back to the products of the
farm as it already has in its in-
tense concern with antibiotics, in-
secticides, herbicides, and fertil-
izers.

Anyway, my little story has to do
with unit pricing and I approach
it with no misgivings. From mail
I have received, I've learned the
danger of commenting on any con-
sumer issue because someone, some
self-appointed congsumerist, always
stands ready to defend such issues.
A few years ago someone had the
thought that if all products in the
retail store were price-marked in
equivalent units of pounds, quarts,
square feet, and the like, then the
consumer could better identify the
best buy. There was an implied as-
sumption that the variety of pack-
age sizes on the market were a
calculated attempt to deceive the
consumer.

Gradually theidea began to catch
on and more and more people be-
gan to accept and champion it. I
know of no strong bona fide con-
sumer support for the idea but I
do know of a lot of passionate pleas
made by consumerists who thought

February

the idea had merit, especially for
people on a tight budget. Finally,
the proposal gathered enough
steam to be ordered into effect by
the Department of Consumer Af-
fairs in New York City. But be-
fore it could be invoked, the courts
ruled that the Department had no
authority to require conformance.
The matter currently rests there
whiled steps are being taken to es-
tablish the needed authority.

But, as in any fight, charges and
countercharges flew wildly. The
merchants claimed that the costs
of so marking products would be
prohibitively expensive — that the
net increase in cost would be borne
by the consumer. The consumerists
claimed that such marking would
enable some consumers, and par-
ticularly those who needed it most,
to save up to 10 per cent on their
grocery bill. No one really had any
facts, though the idea sounded
plausible and workable. This is the
typical way consumerist issues
arise and generate support, first
among those who would like to do
something for the consumer, and
then among consumers who inno-
cently become effective consumer-
ists without really knowing it. It
also reveals the typical negative
reaction of the business commun-
ity which serves only to add the
fire of certainty to the consumer-
ist’s eyes.

Fortunately, this is one idea that
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could be tested with reasonable pre-
ciseness, and one of my colleagues
at Cornell, Professor Daniel Pad-
berg, undertook to do that in a
chain of stores in the Midwest.
The most interesting of his con-
clusions is that both the costs and
benefits were grossly overstated.
The costs in the smallest stores ran
to over 4 per cent of the sales value
but in large supermarkets they
amounted to less than a tenth of
one per cent of sales. But a check
of product movement over time in-
dicated no significant shift in pur-
chases by the consumer. In two
broad food categories the con-
sumer actually shifted her trade
up to the higher cost per unit item;
in the cereal category she shifted
to lower-cost packages; and there
was no change in the others, Sur-
veys of consumers shopping these
test stores revealed that awareness
of the availability of the informa-
tion was greatest among the high-
income, well-educated consumers.
Despite these findings, the only
real facts on the issue available, it
is my prediction that the consumer-
ist will continue to champion unit
pricing, will continue to talk about
how it will benefit the poor, and
eventually will succeed in getting
widespread regulations making
unit pricing mandatory.

The issue of unit pricing did
not originate from any factual
base, and accordingly, facts are not

CONSUMERISM 7

likely to alter the decisions of those
who champion its cause. It makes
no difference that the theory of
unit pricing is based on a false
and strictly materialistic premise.
It makes no difference that it gives
the large merchant a competitive
advantage over the small. It makes
no difference that the wealthy take
greater advantage of the informa-
tion than do the poor. Even if the
benefits are not very great, it may
be argued that the costs are in-
significant. At least the consumer
doesn’t need a computer when she
shops and she gained a notch in
her right to be informed. But is
the cost really insignificant if we
add this to the hundreds of other
laws and regulations that have
been forced on the consumer with-
in the last several years?

The Market Will Handle
Whatever Is Essential

Once again I would make it
abundantly clear that I neither ad-
vocate nor oppose the idea of unit
pricing. I am only saying that if
indeed it has merit, if truly
enough people want it, the compet-
itive pressure of the market is suf-
ficient to bring it into being with-
out the aid of third-party med-
dlers. In a democratic society we
can, if we desire, force its cost on
the public by either legislation or
regulations. But no amount of leg-
islation or regulation can force its
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use on an unwilling, uninterested
consumer,

In today’s sensitive market, the
producer of any product or service
needs to keep an eye on both the
consumer and the consumerist.
The activities of the consumerist
are cousing the consumer increas-
ingly to rationalize her actions in
the market place, and this verbal
justification is in turn affecting
her behavior. Shrewd marketers in
the past have always responded
more to the actions of Mrs, Con-
sumer than to her talk. The litera-
ture of market research is full of
examples in which the consumer
said one thing but did another.
When called upon to explain his
actions, everyone hopes to sound
rational, whether he acted that
way or not. Consumerism is creat-
ing a self-consciousness in con-
sumers and developing a vocal re-
sponse based on third-party ra-
tionalization that can be grossly
misleading to those bearing the
responsibility of serving the con-
sumer.

Business Is Suspect

In considering the impact of con-
sumerism on marketing, any in-
dustry should recognize that con-
sumerism breeds on suspicion of
the motives of business. Some-
thing has to be wrong, someone
has to be unhappy for consumer-
ism to exist. The consumerist sees
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different-sized packages on the
market, not as an attempt to meet
the differing requirements of peo-
ple, but rather as a deliberate ef-
fort to confuse the consumer. In
the consumerist’s mind, fractional-
ounce contents have nothing to do
with efficiency or cost savings but
are designed to make comparative
pricing difficult! Codes are put on
packages to hide vital information
from the consumer! Colors and
printing are used to deceive! Pack-
aging is used to cover faulty
merchandise, and advertising is
designed to make people act im-
pulsively against their better judg-
ment! The list is endless, and it
always will ‘be, for this is the
nature of consumerism. However,
1 believe this observation tells us
that the more business conducts
its affairs in the open — lives in a
goldfish bowl so to speak — the less
it will be subject to the whims of
the consumerist.

My little example on unit prie-
ing may sound trivial but it is not
so considered by the industries in-
volved. It’s like the truth-in-lend-
ing law. How many consumers do
you think wanted this law for
their own protection? How many
thought it might be a good idea
for someone else? How much more
do you now know about interest
rates and carrying charges than
before the law was passed? How
many dollars has it saved the con-
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sumer? Regardless of how you
choose to answer, the truth-in-
lending law is now safely tucked
away on the books where it can be
forgotten. The few mills of mar-
keting margin that it will perma-
nently cost may even be worth the
gilencing of the consumerist on
this issue. I only regret that it
has freed the consumerist to
dream up some other regulation
thaf might hurt me more.
Consumerism is made up of little
issues each affecting either rela-
tively few consumers or few busi-
nesses. It thrives on the impor-
tance of being unimportant. It
enlists the passive support of the
majority against the vigorous op-
position of the few and in this way
it grows on our economy like a
cancer, There is a common belief
that consumerism has grown out
of the malpractices of business.
This is false, but certain malprac-
tices of business have been ef-
fectively used by the consumerist
to give credence to specific con-
sumer issues. The characteristic
approach of the professional con-
sumerist is to find several flagrant
violations of good faith which can
be substantiated. These are pock-
eted while a broadside charge is
made against an industry. When
the charges are met with denial,
the specific cases are brought forth
from the pocket to legitimatize the
general charges. The repetition of
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this time-worn legal trick seems
never to be recognized by the little
American who believes he is being
wronged by big business. The
whole idea of the giant-killer has
a certain romantic appeal to him.

The President’'s Special Assistant
for Consumer Affairs

There is one other timely con-
cern and that has to do with cur-
rent efforts to create one govern-
mental agency, office, bureau, or
department to serve as spokesman
for the consumer. Provision for
such an office came out of Senate
Committee hearings just prior to
the 1970 elections and the House
had already acted on a somewhat
different version of the same
measure.

How effective a spokesman for
the consumer such an agency
might be is demonstrated by the
past activities of the President’s
Special Assistant for Consumer
Affairs, During its eight-year ges-
tation period much effort has been
made to gain consumer, business,
and labor support for the program.
Many talks have been given, press
conferences held, and consumer
meetings scheduled. Although the
office of Special Assistant has car-
ried the identity and prestige of
the White House and has been
gserved by three different, highly
respected and competent ladies,
the general public has never really
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taken the Office seriously. Any
mention of the Office will usually
bring forth a knowing twinkle of
the eye or a sympathetic smile, It
should be apparent to the most
ardent supporter of the program
that bona fide consumer interest
has failed to develop. It should be
apparent that our responsible pub-
lic officials should be doing more
important things than writing
specifications for panty hose or
the size of lettering on a can of
sardines.

Apparently, the consumer al-
ready knows that any remedial
action he deems necessary is most
directly accomplished as a result
of his actions in the market place.
He also knows that the market
place respects his actions whether
he is in the minority or with the
majority. He does not expect to
impose his consumption values on
his neighbor, any more than he
expects his neighbor’s values to be
imposed on him.

The Office of Consumer Affairs,
in order to demonstrate public
concern, claims the receipt of over
40,000 consumer complaints a
year. That sounds like a lot of un-
happy people, but how significant
is it when you consider that it
amounts to one complaint per 15
million dollars of consumer expen-
diture per year? Anyway, it is my
guess that bona fide complaints
far, far exceed this number but
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that they are sent to those who
can do something constructive
about it — not to places where only
punitive action can be anticipated.

Unhappy Consumers Vote ““No”’

All of us have had unsatisfac-
tory experiences with products.
Not only have we been misled at
some time or other, but many
times products have failed to per-
form or come up to our expecta-
tions. Thinking people must rec-
ognize that this is part of the
price we pay for being the wealth-
iest and most productive nation in
the world, part of the price we pay
for progress, development, and
improvement. We learn by mak-
ing mistakes., Every year, thou-
sands of new products and services
reach the market; and for every
new one, thousands are withdrawn
—rejected by the consumer. We
can, if we desire, avoid these
costly and wasteful errors. We can
protect the consumer, but do we
really want to close the market
and forego all improvements in
products and services? Do we
really want to substitute admin-
istrative dictate from Capitol Hill
for individual buyer decision?

Regardless of any new agency
that might be created to represent
the consumer, and regardless of
the growth of consumerism, the
only true reading of the consumer
is to be obtained from her actions
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in the market place. There can be
no true spokesman for the con-
sumer other than the actions of
the consumer herself. She can ra-
tionalize her actions but, try as
she might, she cannot explain
them in full. That is why she can-
not tell you what new or modified
goods and services would better
serve her needs. In marketing re-
search I have spent the better
part of my life ringing consumer
doorbells in a futile effort to get
them to tell me how some product
or market service can be improved
or what new products or services
they want, only to find that in our
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conversation they failed either to
visualize their alternatives or iden-
tify the true values to which they
in final analysig respond. The con-
sumer, in her mute but effective
way, can only bring all her value
considerations to bear in response
to what is offered her. She has her
own built-in protective device. If
you displease her — if you do not
offer her the best alternative — if
indeed you deceive her in terms of
her own values, she simply and
quickly votes “no” in the market
place. That is the miracle of the
free market — the miracle the con-
sumerist refuses to recognize. &

Long Range Consequences

THE ECONOMIC CONSEQUENCES of socialism are fairly ob-
vious, and they have been dealt with at length and compe-
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tently by a number of economists. Government gets into
business and industry in a big way, as a producer itself
and as the major consumer for industries tied in with gov-

ernment spending. But important as these economic effects
are, collectivization has long range consequences of far

deeper significance. Political control and direction of eco-

nomic life, even under the noblest of auspices, carries with

it demands and imperatives which are hard to reconcile
with the basic assumptions which lie at the foundation of

our culture and our institutions.

BEN MOREELL, The Admiral’s Log
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PAUL H. JACOBSON

STITUTIONAL
SENESCENCE

This article by Mr. Jacobson, from Fairway, Kansas, first
appeared as a Letter in the Wall Street Journal of Septem-
ber 30, 1970. It is reprinted here with his permission.

JOHN GARDNER’s new social initi-
ative “Common Cause,” the sub-
ject of “Gardner’s Temperamental
Imperative” (Aug. 31), touches
on a more fundamental issue than
his proposal or your article sug-
gest. Both proceed from the as-
sumption that most, if not all, of
our major problems lend them-
selves to solution by new or exist-
ing institutions, and from a basic
belief that institutions, and insti-
tutionalization of our lives, are al-
ways the first weapons to reach
for in attacking our problems.

All this is very much consistent
with today’s generally accepted
American social theory. This body
of social wisdom states further
that only institutions with broad,
preferably national, influence and
a cloak of intellectual grandeur de-
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serve much attention or following.
In the atmosphere of social self-
consciousness prevalent in recent
years, we have seen a proliferation
of institutions, followed inevitably
by their attendant bureaucracies
bearing elaborate, theory-laden,
empirically untested programs in
social experimentation.

Another view, however, holds
that we are excessively preoccu-
pied with our institutions; that we
have transferred ever increasing
responsibility for the outcome of
our personal existences from indi-
viduals and small groups to our
institutions, and in the process
have burdened our institutions
with exorbitant expectations; this
has led inevitably to disappoint-
ment and apathy or, worse, re-
bellion. Further, this view holds,
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our preoccupation leads us to cling
with a death grip to useless or
outworn institutions, following the
lead of groups with residual spe-
cial interests in them, rather than
permitting them a quiet death and
a decent burial.

Emphasis on Collective Action

The decade of the 1960’s was
characterized by an unprecedented
effort to use the power of institu-
tions, mostly Federal agencies, to
bring about the most far-reaching
and fundamental control ever at-
tempted over our social and eco-
nomic environment. Not since the
New Deal have we indulged in a
comparable binge of institution
creating, focusing above all on na-
tional institutions and national
uniformity and standardization in
goals and objectives. All this was
propelled by a contagious feeling
of intellectual confidence in our
ability to apply self-conscious, col-
lective effort to the solution of vir-
tually any major social problem.
It was simply a matter of identi-
fying the correct levers and pres-
sure points and applying the
weight of our newly created (or
resuscitated) institution, where-
upon society would respond as pre-
dicted.

If any fact is apparent in 1970,
it is that society did not respond
as predicted and that the bold so-
cial and economic experiments of
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the sixties fell far short of their
goals. Most of the experiments had
little effect in the end on the prob-
lem attacked (despite some legal
progress, basic racial antagonism
is more truculent than ever), and
some were downright counterpro-
ductive (vigorous economic
growth, stimulated by deliberate
government action, burned itself
out to become rampant inflation).
Only the most insensitive politi-
cian nowadays fails to recognize
that a substantial part of his con-
stituency has lost confidence, not
perhaps so much in him as in the
institutions he represents. We are
no longer surprised at school bond
issues rejected, at light voter turn-
out at the primary polls, at dis-
content and high turnover in the
newer, socially involved Federal
bureaucracies. Indeed, the ironic
footnote to a decade of unprece-
dented institutional activism
seems to be the fact that large num-
bers of Americans have not only
lost confidence in our institutions,
they appear to have lost interest
in institutions in general.

Mr. Gardner is correct in assess-
ing the present state of our society
as a case of “institutional decay.”
However, it would be more correct
to say that we are living in an age
of advanced institutional gigan-
tism of a kind that ordinarily sig-
nals the senescence of a species.
The implied analogy to animal ex-
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tinction is more apt. The dino-
saurs, impressive beasts that they
must have been, no doubt lived,
toward the end, in a very delicate
ecological balance with the world
around them. They were most like-
ly victims of rather subtle environ-
mental transformations to which
they were unable to adapt. The
most successful and durable of the
species to follow them were typi-
cally small, mobile, adaptable, and
unspectacular,

Giants in Trouble

Examples of the institutional
gigantism-senescence syndrome
abound in our government and so-
ciety. Prominent bureaucracies,
notably the Pentagon and the vari-
ous regulatory agencies, demon-
strate well-known leviathan char-
acteristics. One need only live in
or near a major city like New
York for a period of time to realize
that the institution (taking the
word in its wider meaning) of the
sprawling metropolis is quite lit-
erally beyond human control, un-
able to provide a safe, let alone
pleasant, environment for its hap-
less inhabitants.

The demise of the Penn Central
is an interesting case where a last
ditch attempt at adaptation was
made; although it is now clear
that at least some of the fate of
this giant organization was attrib-
utable to mismanagement, the
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Penn Central was doing one thing
that may in other times and other
hands have saved it — taking steps
to get out of the railroad business.
Of course, not all cases of institu-
tional or species senescence are
accompanied by enlargement of in-
dividual constituents. The family
farm in America has simply failed
the requirement of adaptation de-
spite massive attempts at subsidi-
zation to keep it alive.

Interestingly, the analogy of an-
imal evolution seems to follow
through in adumbrations of devel-
opments in organizational behavior
in America today. There appears
to be a tendency in these times,
concurrent with the decay of our
standard institutions, for small,
often ad hoc organizations to de-
velop to meet specific needs. There
is reason to think that this will
turn out to be a far more effica-
cious organizational response to
the increasing complexity and ve-
locity of change in our modern so-
cial and economic environment
than the increased centralization
and concentration of power we
have come to expect.

Business began some years ago
testing the concept of decentrali-
zation in an attempt to come to
grips with gargantuan organiza-
tions that were showing signs of
hardening of the arteries, and the
success of this concept is no longer
disputed. For all the sound and
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fury introducing the various new
Federal programs and bureaucra-
cies designed to aid the disadvan-
taged during the sixties, black peo-
ple, the primary target of this
plethora of altruistic fervor, today
have little but scorn for any in-
volvement whatever on the part of
whites in their affairs. Their pri-
mary confidence and loyalty seem
now to lie with local, black-man-
aged organizations that have de-
veloped rather spontaneously to
meet specific, empirical needs of
local communities. Organizations
of this kind are not characterized
by a great deal of formality or in-
tellectual edifice and need little
help from self-appointed reform-
ers or organizational theorists.
They simply work, they fulfill their
intended function, and they are —
once again — typically small, mo-
bile, adaptable, and unspectacular.

Decadent Institutions
Should Wither Away

Institutions for which there is a
clearly identifiable, pressing need
will have no struggle for survival.
On the other hand, the only ra-
tional thing to do with those insti-
tutions that have outlived their
usefulness, or proven their useless-
ness, is simply to let them fade
away, perhaps with a little help.
This may mean resisting the de-
mands of many of our activist
politicians to tie our gasping cities
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into financial heart-lung machines,
throwing much good money after
bad. It may mean relegating rail
passenger service, or other forms
of rail service for that matter, to
the history books if commercial
demand is insufficient to support
them without subsidy crutches. It
may mean repealing laws and dis-
mantling bureaucracies that serve
no useful purpose beyond self-per-
petuation or supporting special in-
terests,

American society is cluttered
today with institutional deadwood,
and we shovel much sand against
the tide, so to speak, in our at-
tempts to protect those among our
institutions that deserve to wither
away. In our passion for imposing
uniformity and standardized con-
ditions everywhere, we have vastly
overestimated the number and
magnitude of problems which real-
ly demand national attention and
impressive institutions to tackle
them; we have allowed ourselves
to be smothered in a stifling ex-
cess of institutional mother love.
We have forgotten that laws en-
acted, institutions created or ex-
panded, so often call for new re-
strictions of individual liberty,
new reasons for expropriating
more personal property (taxa-
tion), not just the unmitigated,
manna-from-heaven benefits pro-
claimed by our politicians. So we
continue to rush forth to embrace
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every opportunity to barter away
a portion of our liberty for a vague
promise or a fear assuaged.

Liberty a Better Cause

Mr. Gardner’s Common Cause
would bring us a continued preoc-
cupation with our institutions and
their resurrection. I suggest that
a more appropriate, and far more
pressing, “common cause” today is
the task of rebuilding personal lib-
erty before it too becomes extinct.
Champions of this cause are not
now to be found in prominent
places or great numbers. Those
who call themselves “liberals” (an
ironic degradation of a namesake
from an earlier age) continue to
clamor for greater collectivization
of our lives by trying to convince
us that somehow life, if left to
their management, will provide
something for nothing. The so-
called “conservatives” seem to be-
come more enamored of repressive

Imprisoned Ideas

February

use of police power every day;
some of the more extreme among
them, if pressed, will allow as how
perhaps we should be preparing
some sort of “work” camps (sub-
stitute “concentration”) for shift-
less hippies and students, black
rabble-rousers and other malcon-
tents.

The “common cause” of a re-
emphasis and rebirth of individual
freedom probably shares with Mr.
Gardner’s Common Cause the kind
of largely cerebral appeal that
makes it difficult for its propo-
nents to generate the irrational
fervor that usually provides the
motive force for popular social
missions. Perhaps we can only
hope that there are enough trou-
bled people left who realize that
any government, democracy in-
cluded, that does not dedicate it-
self first and foremost to the pro-
tection and advancement of indi-
vidual liberty will end in tyranny.

®

‘WE MUST be Servants of the Spirit, not Prisoners of the Organiza-
tion. We must keep in touch with the sources of life, not lose our-
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selves in its temporary vehicles. And whenever the demand of the
spirit, the categorical imperatives of the soul, conflict with the
demands of the organization, it is the first to which we must listen.
But all this was said long ago. It is all contained in one of the

legendary sayings of Jesus, and bears all the marks of authen-

ticity:

“This world is a bridge. Ye shall pass over it. But ye shall build

no houses upon it.”

W. J.BROWN, from The Spectator, September 19, 1947
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Courtesy of Old Sturbridge Village

The Liberation
of Women

THOUGHTS ON READING
SOME OLD COOKBOOKS

BETTINA BIEN

“VIVE la différence,” say the
French in referring to the differ-
ence between the sexes due to
physical and physiological causes.
This difference can be a source of
delight to those free to enjoy it,
but can generate ill-feeling and
friction between the sexes if they
are compelled by law to ignore
it.! Qur physical and physiologi-
cal characteristics are bound to

1 For a discussion of some effects of
prohibiting discrimination on the basis
of sex in economic dealings, see Gary
North’s “The Feminine Mistake: The
Economics of Women’s Liberation,” THE
FREEMAN, January, 1971.

Miss Bien, a member of the staff of the Foun-
dation for Economic Education, enjoys and
appreciates the modern aids to homemakers.
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have economic consequences, which
will persist so long as human life
continues as we know it.

Legal and political rights, with-
out distinction as to sex, have
been recognized gradually by the
governments of most civilized na-
tions of the world. By legislation
and common law decisions, women
have acquired freedom on a par
with men to act, own property,
and make contracts in their own
behalf. (This freedom is being
eroded by the present trend
toward socialism —to the disad-
vantage of both men and women.
Special government privileges and
subsidies, progressive taxation,
legislation limiting the right of
contract, hours of work, and so
on, have already seriously inter-
fered with the rights of property
owners and the freedom of con-
tract. But this is another story.)
For all practical purposes, laws
now deal with men and women
pretty much the same.

Economic Opportunities

In recent decades, economic and
professional opportunities have
beenopened to women. Step-by-step,
insofar as social customs have
permitted, and within the limita-
tions imposed by the ‘“différence”
between the sexes which at least
the French appreciate, women in
this country are relatively free.
They may now compete with men,
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each to the extent of her abilities,
in seeking their chosen goals —
economically and professionally.

The tremendous advances, which
have made it possible for women
to achieve recognition as persons
— legally, politically, economically,
and professionally — are undoubt-
edly due in large part to capital-
istic contributions. Savers, in-
ventors, and producers, operating
in a relatively free market econ-
omy risking their own private
property in the hope of profit, sup-
plied the goods and services which
have freed women from the daily
drudgery and heavy manual labor
expected of them for centuries
simply to fulfill their roles as
sexual companions, mothers to
their children, and homemakers
for their families. The improved
production and preparation of
food, more efficient transport, bet-
ter retail outlets, and inventions
of modern household appliances
have given women more time to
pursue interests outside the home.

In this day of push button
kitchens, automatic timers, elec-
tric refrigeration, home freezers,
mechanical beaters and choppers,
prepared foods and instant mixes,
a housewife cannot begin to con-
ceive of the many strenuous chores
her grandmothers and great-
grandmothers coped with daily.
Imagine a home without heat or
electricity. Imagine a kitchen with-
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out a stove, refrigerator, or run-
ning water. Suppose there were
no corner stores or supermarkets
with milk, butter, bread, meat,
vegetables, or soap. Think of a
life when each family had to grow
its own food, gather the fuel to
cook it, tote all water, produce
the textiles, and sew, patch, and
mend the family clothing.

Early Household Hints

Early cookbooks offer helpful
hints to save the housewife’s time
and energy, hints which no mod-
ern bride need consider. For in-
stance, keep kettles of water, both
hot and cold, handy always in the
kitchen. Pine wood is an econom-
ical fuel for heating ovens but
hard wood makes much hotter
coals. Lamps will have a less dis-
agreeable smell if you dip your
wick-yarn in strong hot vinegar,
and dry it. Teach children to pre-
pare and braid straw for their
own bonnets, and their brothers’
hats. Fresh meat brought into the
house should be carefully covered
from the flies, put in the coldest
place in the cellar, and then cooked
promptly — especially in summer.
Save all the nice pieces of fat to
make lard, and put those that are
not so nice into the soap grease.

The earliest cookbooks and
housekeeping manuals appeared
only about 200 years ago. Few
women could read before then;
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and how-to-do-it information, so
much of which was needed to run
a household smoothly, was passed
along by example and by word-
of-mouth.

Firing the Oven

One early cookbook published
in this country was The Ameri-
can Frugal Housewife by Mrs.
Lydia Maria Childs (12th ed.,
1832). The housewife of that day
cooked over an open fire, roasted
meat on a spit, or baked in a re-
flecting oven before the fire or in
a brick oven built in the chimney.
To fire up the oven was such a
chore that one or two days a week
were set aside just for baking.
With good planning, five succes-
sive bakings could be done in the
oven with one heating: “The
bread first — then the puddings —
afterward pastry — then cake and
gingerbread — and lastly, cus-
tards.” This last suggestion comes
from Mrs. M. H, Cornelius, whose
book, The Young Housekeeper’s
Friend, appeared in 1859. At the
time she wrote, brick ovens were
going out, cooking stoves and
ranges coming in. Yet, boiled din-
ners, stews, soups, and steamed
cakes and puddings prepared on
top of the stove were still more
popular with the cooks than cakes
which called for firing up the
oven.

In 1832, Mrs. Childs wrote for
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the rural housewife who had her
own vegetable garden, a few fruit
trees, and chickens. The whole
family shared in the household
chores, of course, and most house-
wives had extra help from a hired
girl or a female relative living
with the family. Yet, the respon-
sibility for the work was the
housewife’s. She grew the herbs
for flavoring, gathered the eggs,
and ofttimes milked the cow. She
baked with yeast of her own mak-
ing, or used eggs or baking soda
and cream of tartar for leaven-
ing — baking powder was not for
sale until about 1850. She did the
family’s cooking, and did it all
with crude utensils. She beat eggs
with a fork or a wire whisk, and
elbow grease —the rotary egg
beater did not come into general
use until the second half of the
nineteenth century.

Housewives had to bake the
family’s bread regularly. This
meant mixing the dough, usually
in the evening, setting it to rise
overnight, and kneading it ‘“very
thoroughly.” Mrs. Cornelius wrote,
“A half an hour is the least time
to be given to kneading a baking
of bread, unless you prefer, after
having done this till it ceases to
stick to your hands, to chop it with
a chopping-knife four or five hun-
dred strokes. An hour’s kneading
is not too much.” Bread was the
staff of life and good bread was a
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source of pride to the housewife.

Lack of refrigeration was a
continual challenge.The housewife
took care to use things before they
spoiled or to find satisfactory
ways to preserve them. Before the
canning industry developed in the
late 1800’s, she had to preserve
fruits and vegetables in season to
be assured of provisions year
round. In 1859, Mrs. Cornelius ad-
vised putting preserves in wide-
necked bottles, pasting paper over
the tops, and then brushing egg
white over the paper with a feather
to seal the bottles and discourage
mold.

First, Get a Cow

The nineteenth century house-
wife had to be a Jill of all trades.
The industrial revolution with its
increased specialization and divi-
sion of labor barely ruffled the
surface of traditional housekeep-
ing practices. The 1859 housewife
purchased a few more household
items than her grandmother could
have in 1832, But she still had to
kill her own fowl, cut up the fam-
ily’s meat, salt it, smoke it, or
otherwise cure it and keep it safe
from bugs and animals. To be
sure of good dairy products, she
was told: “The first requisite is
to have a good cow.” Keeping a
cow added to the household
chores. Someone had to feed the
cow and milk her, day in and day
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out, set the milk for the cream to
rise, and churn butter at least
twice a week. Without refrigera-
tion, keeping milk, cream, butter,
and dairy utensils sweet was a
continual worry. Now that dairy
products are sold in stores, pack-
aged and ready to use, men do most
of this heavy manual labor on a
mass production basis, using
methods developed and equipment
produced with the aid of increased
savings and investments.

Doing the family wash was an-
other backbreaking chore in the
nineteenth century. First the soap
had to be prepared from lye made
out of wood ashes, and fat and
grease saved from cooking. The
water had to be toted and heated,
heavy wash tubs filled, with count-
less trips back and forth to the
stove. After the clothes were
sorted, the finest and less soiled
things were washed first, the
coarser and dirtier items later in
the same water. Most pieces were
scrubbed by hand on a washboard.
The white things were boiled.
After washing, rinsing, boiling,
wringing, bluing, and starching as
necessary, the clothes were wrung
and hung outdoors on a line. Doing
the family wash took another full
day of the housewife’s time.

Ironing consumed most of a
third day each week. The flat
irons and special “polishing irons”
for final touchups had to be

THE LIBERATION OF WOMEN 91

heated on the stove and reheated
again and again as they cooled.

Then Came Automation

The kitchen stove or range
using wood or coal gradually came
into use in the mid-nineteenth
century. These had advantages
over the open fireplace and the
brick oven. With the use of gas
and the construction of gas lines
in the late 1800’s, new cooking
jets became available — gas ovens
came considerably later — making
meal preparations a little easier.
The development of electricity,
refrigeration, large scale special-
ized farming, improved transpor-
tation, professional bakeries, and
the expansion of retail outlets
have further liberated women
from the grueling household labor
which had been their lot in life.
Automatic washing machines and
dryers have taken the drudgery
out of doing the family wash.
Moth-proofed woolens and new
miracle fibers have simplified the
care of the family’s clothing.
Vacuum cleaners, floor polishers,
and local dry cleaning establish-
ments help to keep homes and
their furnishings clean the year
round, doing away with the need
to scour the house and every-
thing in it from top to bottom
gpring and fall. Refrigeration
and other effective ways of pre-
serving foods have freed the fam-
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ily menu from dependence on the
season. When compared with her
nineteenth century counterpart,
the modern housewife is truly
liberated from grinding household
drudgery and endless kitchen
chores.

When a housewife presses a
button or turns a switch on a
modern household appliance, she
has at her command the labor of
countless specialists — savers, in-
vestors, inventors, producers, and
merchants — each of whom then
helps with her daily chores. In
effect, they help tote the wood
when she turns up the thermostat.
A twist of the faucet draws the
water. Turning a dial will fire the
oven. A push-button machine will
wash, rinse, and wring the weekly
wash. With a trip to a grocery
store, the housewife can in effect
grow the family’s food, milk the
cow, churn the butter, make the
cheese, gather the eggs, knead and
bake the bread, grind the spices,
kill the poultry, cure the meat,
preserve fruits and vegetables,
and make the soap.

Capital, the Key

Each person in the world dif-
fers from every other person.
Thanks to these differences, ev-
eryone benefits if each of us is
free to concentrate in the field of
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his (or her) greatest aptitude and
interest. There is some specializa-
tion and division of labor even in
small groups and primitive com-
munities. But under capitalism,
with private property and the
freedom to move, invest, and
exchange goods and services
throughout large areas and among
increasingly large populations, it
has been possible to develop and
exploit our differences more fully
than ever before, to everyone’s
advantage. It was this complex
economic system, developed on the
basis of highly specialized divi-
sion of labor, which liberated
women from their traditional
household chores.

Women are different from men
— and always will be. The woman
of the 1970’s has gained recogni-
tion as an individual under law.
She may own property, make con-
tracts and, thanks to the develop-
ment of capitalism, now has time
to pursue her special aptitudes
and interests outside the home
and thus compete with men econ-
omically and professionally. Rath-
er than trying to compel denial
by law of the physical and phys-
iological differences between the
sexes, let’s acknowledge and ac-
cept them philosophically as the
French do: “Vive la différence.”

®



WHAT is the state of the market,
what are the economic problems
of the health industry today? Re-
alistic appraisal of the current
situation requires examination of
the nature of the market prior to
the onset of massive state inter-
vention. So let us review the eco-
nomic history of organized medi-
cine in the United States. Was it
an open market? If not, what
kind of a market, and what factors
led to its development?

American medicine was until
about 1850 a free-wheeling, highly
competitive, free market industry.
Like the ministry in some reli-
gious denominations today, anyone
who “felt the call” was free to
hang out a shingle and declare
himself available. The only re-
strictions were those put upon
B_r.—l;;:\_it_i_s_a practicing physician at the Hertz-
ler Clinic in Halstead, Kansas. This. article is

from a paper presented recently to the Amer-
ican Association of Physicians and Surgeons.

The Medical
Market Place

A. R. Pruit, M. D,/ —

him by the quality and availabil-
ity of the competition, and by the
favor of the customers who dic-
tated his rewards. Similarly, med-
ical schools were easy to start,
easy to enter. These schools taught
every conceivable approach to
health from the orthodox to the
mystic. Many of the schools of
this time were organized as profit-
making institutions. Some were
owned by the faculty. Some were
privately endowed. Some were
hardly more than diploma mills.
Their quality and the quality of
their products ran the gamut of
the quality spectrum from excel-
lence to quackery.

It is easy to understand why
many of the finest men in ortho-
dox medicine, those dedicated to
the development of medicine as a
science, would feel totally dissat-
isfied with this seemingly chaotic
arrangement. One can only ap-
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plaud their desire to improve the
over-all quality of medicine for
the public benefit. Their problem
was one of implementation. How
can this improvement be accom-
plished? Can the people, through
education or any other means, ever
have enough special information
to be able to recognize and choose
quality care out of this hodge-
podge of misinformation and
charlatanism? Or, is human gul-
libility so great, and human abil-
ity to choose responsibly so frail,
that some means must be found to
protect individuals from their own
folly and insure the delivery of
what we know to be the highest
quality care? Who is to be respon-
sible: man or the state? That was
their basic question. This trouble-
some but fundamental question
lies at the root of every sociopo-
litical problem which faces us to-
day. The men in medicine did not
believe that man could be respon-
sible. Their answer: the state.
They believed that orthodox medi-
cine should seek the sanction and
protection of the state to help
shield the people from their in-
ability to choose responsibly.

Origin of the A.M.A.

The American Medical Associ-
ation was organized in 1847 and
committed itself to two proposi-
tions which, when fulfilled, would
improve the over-all quality of
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American medicine. But these
same propositions led to sharp
restriction of the medical market
place. From a free market, it
quickly changed to what many
economists call a discriminatory
monopoly, which simply means a
market place which favors, in-
variably through legislative fiat,
one competing group over all
others. How did this come about?

The two propositions were (1)
that medical students should have
acquired by the time they were
ready to practice a “suitable edu-
cation”; and (2) that a “uniform
elevated standard of requirements
for the degree of M.D. should be
adopted by all medical schools in
the U.S.” What would be “suita-
ble” and “elevated” was to be de-
termined by a consensus of the
best minds within the organiza-
tion.

Certainly, these laudable goals
of themselves could have no pos-
sible bearing on medical econom-
ics. What did bear on the medical
market place, however, was the
method of implementing those
propositions. The method was to
exclude, by state intervention, all
undesirable or unqualified com-
petition: first, by licensure of only
qualified M.D.’s, and second, by
control, through the state mecha-
nism, of medical school standards.

These objectives were achieved
in two stages. It took the A.M.A.
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fifty years to convince all state
legislatures that licensure was
necessary, but by 1900 this goal
was accomplished., The states in
turn delegated the power of licen-
sure to organized medicine
through the State Boards of Med-
ical Examiners, all of whom were
members of orthodox medicine.
Subsequently, control of standards
of medical schools was accom-
plished comparatively quickly fol-
lowing the now famous Flexner
Report in 1910. With licensure
already in effect, it was a simple
matter to change the rules of the
State Examining Boards to con-
sider only graduates of medical
schools which were approved by
the A.M.A. and/or the Association
of American Colleges, whose lists
were identical. A short time later,
these controls were extended to
many of the hospitals of the coun-
try by defining standards for
hospitals eligible for internship
and residency programs. Today,
through the efforts of the Joint
Accreditation Commission, these
controls have been extended to all
the hospitals in the country. The
delegation of these powers by the
state, making AM.A. a quasi
state agency, gave it complete con-
trol over entry into the practice
of medicine as well as control over
access to the nation’s hospitals.
It is this control over entry and
access that prompts Prof. Milton

THE MEDICAL MARKET PLACE 95

Friedman of the University of
Chicago to call the A.M.A. the most
powerful trade union in the world.
Control over entry and access is
also the reason other economists
call the health industry a discrim-
inatory monopoly.

Monopoly Practices

Viewed in the light of the cur-
rent acute shortages of physicians,
the successful argument deriving
from the Flexner Report is iron-
ical. In brief, the argument held
that America was suffering from
an overproduction of doctors and
that it was in the public interest
to have fewer doctors who were
better trained. It was recom-
mended, therefore, that a sub-
stantial fraction of the medical
schools be closed; that standards
be raised in the remainder and
admissions be sharply curtailed.
This is to say, in effect, that the
public should be protected against
the consequences of buying medi-
cal services from inadequately
trained doctors by legislating poor
medical schools out of business—
as if all could have Cadillacs if
Fords were outlawed.

Whatever names one may apply
to the industry or to the A.M.A,,
it is a fact that the number of
doctors produced by the medical
schools has remained relatively
static for many years despite a
rapidly increasing population. In
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1910 when the Flexner Report was
published there were 23,300 med-
ical students in the United States
and the total population was
roughly 100,000,000. Today, there
are 35,883 medical students, to
serve a population of approxi-
mately 200,000,000. The effort to
upgrade the quality of medicine,
by controlling the standards re-
quired of medical schools, has re-
sulted in a sharp decrease in the
number of medical schools avail-
able to the students. In 1910 there
were 162 medical schools in the
United States, By 1920 this num-
ber had been reduced to 85; by
1930 to 76; and by 1944 it reached
a low of 69. It seems clear, then,
that control over entry has result-
ed in a restricted and controlled
medical market with the number
of physicians, as well as the med-
ical schools, in chronically short
supply.

When Demand Exceeds Supply,
Prices Tend to Rise

It is axiomatic that when de-
mand exceeds supply, other fac-
tors being equal, the price of the
goods or service in demand also
increases. It is also true that when
standards of quality are elevated,
the price of the better quality
product is also elevated. A Cadil-
lac necessarily costs more than a
Ford. To know that these laws
have held true in medical econom-
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ics, we only need remember that
the medical profession has become
one of the highest paid of all the
professions — thus reflecting the
relatively higher costs of medical
care to the general public. Ordi-
narily, however, one would expect,
in a market where supply is so
severely restricted, a much greater
cost differential than there has
been. The medical profession has
been able to deliver quality med-
ical care to the general public,
rich and poor, at prices within the
reach of any who needed care.
There were many mitigating
factors which made this possible.
Once the barriers to entry into the
profession were overcome, the in-
dividual physician was free to
practice when, where, and how he
pleased. There was no Board of
Directors making decisions for
everyone. Competition with his
fellow physicians helped to keep
his prices down and the quality of
his care high. Contract with each
patient through “fee for service”
demanded his personal involve-
ment with the singular problems
of the individual, the essential in-
gredient in quality medical care.
The ancient Hippocratic tradition
that care would be provided re-
gardless of ability to pay was an
extremely important factor. Free-
dom of choice by the physician
and by the patient, community
respect and its derivative, the
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sense of responsibility to the com-
munity, all played important roles.
The success of the system depend-
ed precisely upon the fact that it
was not an organized business en-
tity. There were no police commit-
tees like peer review, or utiliza-
tion review. Competition, contract,
and freedom of choice provided all
the restraints that were necessary.
This, then, is an economic over-
view of the American medical sys-
tem prior to the advent of govern-
ment inflation of the nation’s sup-
ply of money. It was not a perfect
system. There are no perfect sys-
tems this side of heaven, in spite
of the contrary declaration of the
planners of the American utopia.
But that system functioned bril-
liantly enough to bring American
medicine into world-wide esteem.
It is the very nature of this high
quality but severely restricted and
inelastic supply market and of the
control mechanisms which sustain
it, as outlined here, which makes
the system so vulnerable to mas-
sive intervention. At the same
time, the system raises almost in-
surmountable obstacles in the way
of those who are totally opposed
to this intervention and to the
philosophy which prompts it. Who-
ever controls entry and access has
the power to control the economic
destiny of every physician in the
" industry if he chooses to use that
power.

THE MEDICAL MARKET PLACE 97

The Impact of Inflation

Inflation is one of the most dev-
astating, destructive, and demoral-
izing forces which can be imposed
on a civilized society. The distor-
tions and dislocations which it
produces are so numerous and oc-
cur in such rapid succession, that
the adjustments and rearrange-
ments which society would achieve
under normal growth conditions
now become impossible of achieve-
ment, thus creating permanent
dislocations and maladjustments
with social disintegration the ul-
timate result.

Most of the dislocations and
maladjustments which are chronic
problems in the health industry
today are directly or indirectly an
aftermath of inflation. The in-
crease of doctors in the cities and
their decline in small towns, the
growth of specialists and the de-
cline of generalists, the increase
in emotional and social problems
and the decline and distortion of
social values and standards, are
but a few of the multitude of dis-
tortions and dislocations which
are aggravated by, or caused by,
a continuing general inflation. I
mention here these effects of gen-
eral inflation because of their
bearing on problems to be dis-
cussed later.

For discussion purposes, the
health industry can be considered
as an isolated economic unit which
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functions within itself in exactly
the same way that the national
economy does. As such a unit, it is
subject to the same laws of the
market place. Such an economy
tends toward a state of equilibri-
um between supply and demand,
and the prices of goods and serv-
ices to the consumer are reflected
in this equilibrium by remaining
fairly stable.

If, in this state of relative
equilibrium, there is an intrusion
of hitherto unavailable money,
there occurs an immediate dis-
equilibrium. In the general econ-
omy the increased demand caused
by the influx of new money is met
(at least for awhile) by an in-
crease in productivity and a rise
in prices, which tends to return
the market toward a state of
equilibrium again.

As long as the producers can
profitably increase their produc-
tivity by raising their prices, then
supply and demand will continue
to tend toward equilibrium.

This holds true for the general
economy and it holds true for the
health industry as long as the in-
flation is general. But when a
massive increase in the supply of
money is suddenly injected into
the isolated economy of the health
industry, there is an entirely dif-
ferent situation. The health in-
dustry can cope with general in-
flation because its internal equi-
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librium is not greatly disturbed.
However, when a secondary in-
flation is imposed on the industry
by a sudden vast increase in the
supply of money within its iso-
lated economy, the disequilibrium
which occurs between supply and
demand has immediate and seri-
ous consequences throughout the
industry. The medical market can-
not react as the general market
reacted for the obvious reason
that in the general economy, sup-
ply has been relatively flexible and
could adequately respond to de-
mand; but in the medical economy,
supply, particularly in the vital
area of physician’s services, is
relatively inflexible and cannot re-
spond adequately to great in-
creases in demand.

Subsidies to Medical Schools

The first major intrusion of
government into the health indus-
try began with World War II and
the subsidization of medical
schools. This intrusion did not
cause an immediate disequilibri-
um in the medical market. It was
concentrated in the area of what
may be termed a producer’s mar-
ket and had no appreciable direct
effect on consumer demand. How-
ever, when coupled with some of
the consequences of general in-
flation, it did cause major changes
in the distribution of physicians,
thug affecting their supply in the
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vital area of service to the con-
sumer.

The initial effect of the use of
fiat money to subsidize medical
schools was to cause an inflation
of research activity. While this in-
creased activity did serve to in-
crease (inflate) our knowledge
and technical ability in many
areas, it had other, far-reaching
and less salutary, effects. There
was, first of all, a great increase
in the size of the faculty of med-
ical schools. With continued sub-
sidization, and through the device
of tenure, the number of teachers
and research fellows tended not
only to grow but to become per-
manent, thus greatly increasing
the costs. Since the chief source
of funds from the government was
earmarked for research purposes,
the schools tended to be diverted
from their main purpose—to teach
students — and to become more
and more preoccupied with re-
search. As the research programs
grew, more and more physicians
were diverted into research, thus
adversely affecting the supply
available for private practice.

The availability of fiat money
in this area, along with the rapid
growth of population and the in-
creasing demand for medical serv-
ices, did increase, very slowly,
the number of medical schools and
the total number of medical stu-
dents. In 1944 there were 69 med-
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ical schools. By 1969, their num-
ber had climbed to 99. Interest-
ingly enough, though hardly sur-
prising, every medical school in
America is now dependent upon
the Federal government for more
than 50 per cent of its income.
Some, I am told, receive as much
as 85 per cent. The medical schools
of America can no longer survive
without continued government
support. The total number of med-
ical students attending the vari-
ous medical schools by 1969 had
risen to 35,883, an increase of
about one-third over 1950. I have
been unable to obtain any exact
figures on the number of these
graduates who enter private prac-
tice. However, John Gardner, for-
mer Secretary of Health, Educa-
tion and Welfare, in his 1967
Report to the President on med-
ical costs made this statement:
“It is estimated that in the period
1950-1965 the demand for physi-
cian services increased by at least
41 per cent, probably considerably
more. Meanwhile, the total supply
of active physicians increased by
only about 31 per cent, while the
supply of physicians in private
practice increased considerably
less.” (Emphasis added.)

Walter McNerney, writing re-
cently on medical costs, calculated
that: “If we double the output of
American medical schools today
and keep all other factors con-
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stant, it will be 30 years before
we double the total number of
physicians in the country.”

Supply in the medical market
place is, indeed, inelastic.

Thirty years of war and the
continuous mobilization of huge
numbers of men in the armed
forces; the tremendous growth of
bureaucratic health agencies, state
and Federal; the mushrooming of
research programs in the medical
schools and in the so-called “think
tanks”; all of these, made eco-
nomically possible only because of
fiat inflation of the money supply,
have increased the demand for
physicians. The entry of doctors
into these artificially created areas
of demand hasg, in terms of the
supply available to private prac-
tice, negated completely the in-
creased production of physicians
by the medical schools.

Controls Upset Balance
Between Demand and Supply

The net result of government
intervention in medical education
has been (1) the Federal govern-
ment has gained virtual control
of medical education; (2) in terms
of an increasing demand for serv-
ices there has been a relative de-
crease in the supply of physicians
available to render services
through entry into private prac-
tice.

The passage of the Hill-Burton
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Act initiated the second major in-
trusion by government into the
medical market. The rapid in-
crease in the number of hospitals
which resulted, coupled with the
growing demand for medical serv-
ices generally, caused a hyper-
acceleration of demand for trained
auxiliary medical personnel of all
kinds. Supply of personnel has
not been adequate to meet the de-
mand, and a spiral of wage in-
creases has resulted throughout
the industry. It is significant, as
a reflection of this disproportion-
ate increase in cost, that until the
advent of Medicare, hospital fees
were the only prices throughout
the health industry which in-
creased significantly faster than
price levels in the general econ-
omy.

According to Mr. McNerney,
“over 60 per cent of health care
costs are attributable directly to
manpower.” When one considers
that nursing salaries have more
than quadrupled in the last 25
years, that the salaries of other
technicians have risen compara-
bly, and that all wages are still
rising, one can see immediately
that the effect of special inflation
within an industry where all tech-
nical help is in short supply is to
put an exorbitant price tag on the
services demanded.

With the advent of Medicaid
and Medicare the already strain-
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ing health market was immediate-
ly forced into a state of marked
disequilibrium. In this instance,
vast sums of unearned and hith-
erto unavailable dollars were
suddenly poured into the demand
side of the ledger.

The immediate effect was not
just an increase in demand. There
occurred a psychological hyper-
inflation of demand. The con-
sumer, released from all the re-
straints imposed by “cost” and
“afford,” develops, rather quickly,
a whole new spectrum of com-
plaints which demand attention.
Chronic ailments which were not
disabling, with which he had lived
and been productive for many
years without seeking medical
aid, now become more and more
emergent. He begins to demand
attention for increasingly trivial
complaints. His calls upon the
physician become more frequent
and his hospital admissions more
frequent. He demands more so-
phisticated and more luxurious
services and facilities than he was
willing and/or able to pay for be-
fore. The physician once had dif-
ficulty keeping him in the hospital
long enough; more and more the
problem now is getting him to
leave. As we have already proved,
with the vast and never-ending
expansion of welfare programs
over the past 30 years, there is no
end to the growth of needs and
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demands when they are unre-
strained.

As long as the government con-
tinues to stimulate demand, and
supply remains inelastic, acute
shortages will continue and wages
will continue to rise. Attempts to
further improve efficiency by more
mechanization and increased para-
medical personnel will only in-
crease capital investment and op-
erational costs. Physicians and
hospitals, who must pay their
bills or close their doors, have no
choice but to increase fees and to
continue increasing them with
each new spiral of wage, price,
and tax increases. This, in gen-
eral, is the situation in the med-
ical market today. As long as in-
flation continues, this will remain
the situation, and no combination
of managerial talent under the
sun can do anything constructive
about it.

Further Intervention No Cure

What happens when the medical
market, as seems likely, becomes
a government controlled monopoly,
administered by a politically ori-
ented bureaucracy? It seems un-
likely that the situation will im-
prove under the least competent
and least efficient form of admin-
istration which man has yet de-
vised.

The only thing that can possibly
be achieved by government inter-
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vention is a drastic reduction in
the over-all quality of medical
care at a tremendous increase in
cost to the consumer. The pro-
gram will be entirely dependent
on a continuation of inflation in
spite of massive increases in tax-
ation for the already overbur-
dened taxpayer, and in spite of
wage and price controls which will
be applied throughout the indus-
try. The demise of competition,
the eradication of “fee for serv-
ice” contract between the phy-
sician and the individual patient,
the distortion of freedom of ac-
tion and freedom of choice, must
all have an almost lethal effect on
physician motivation and incen-
tive. The art of medicine under
these circumstances must degen-
erate into a sterile and grossly
distorted caricature. There may,
for awhile, be luxury care but the
element of quality will, all too
often, be lacking.

Lower the Standards?

The only possible way to ade-
quately increase the supply of
physicians under the present cir-
cumstances is to lower the stand-
ards of qualification. Just as the
Registered Nurse shortage of the
1950’s caused the development of
Licensed Practical Nurse pro-
grams, so will the planners try to
meet the physician shortage by
the development of what should
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be, but will not be, called Licensed
Practical Physician programs. The
imposition of these programs will,
in effect, turn the clock back about
70 years, as far as the over-all
quality of medical practice is con-
cerned. In the pre-Flexner Report
era, however, the consumer had a
free choice of quality. In our time
the poor quality care will be im-
posed by the state. The vast ma-
jority of Americans will have to
accept it. There will be no choice
in the matter.

This is not a pleasant report. It
is, I believe, an honest one. I can-
not here attempt evaluation in
depth of the many maladjust-
ments which have accrued, not
only from external influence and
interferences, but also from our
own past errors both of omission
and commission in the manage-
ment of our affairs. Further study
and evaluation of these funda-
mental problems is, in my opinion,
imperative. No useful purpose can
be served by minimizing a serious
situation. Just how serious our
situation is becomes immediately
apparent when we realize that the
problems of medicine are but one
set of symptoms of a disease
which threatens our entire social
structure.

There is no easy solution. Be-
fore we can understand effects,
the causes in which they are root-
ed must be explored and identi-
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fied. Until we understand causes,
we cannot hope to find effective
solutions.

The situation is by no means
hopeless. On the contrary, we have
every reason to be hopeful. There
is more awareness, more concern,
more intensive study, more under-
standing of fundamental issues
today than at any time in the
past 30 years. Disillusionment
with government policy, its profli-
gate spending, its gross inefficien-
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¢y, its monumental failure to im-
prove society, is growing rapidly.
Inflation cannot last forever. It
must end, as historically it always
has, in economic and social dis-
aster, but this will not be the end
of the world. Our form of govern-
ment may not survive, but we will.
If we know and understand
enough, we can, in our turn, and
in our sphere, help recapture a
heritage which we have somehow

lost. ®
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Free Medicine Can Make You Sick

SOCIALIZED MEDICINE includes government care of the sick
and support for the family as well. If this support amounts
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to approximately the same as the man can earn from his
own daily labor, he is tempted to be sick continuously. The
temptation would be the greatest for people in low income
brackets, illness actually being preferable to good health.

This may sound strange, but doctors can observe the fact
in their daily practice. Many people want to be sick, or
sicker than they actually are, because material advantages
in the form of compensations and liability payments are

involved.

CHARLES G. JONES, M.D.
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A PRESSING QUESTION today asks
where the young will channel their
abundant energy. Civil engineers
are worried that the influx of new
engineers will not keep pace with
the rising demand for engineer-
ing services. Yet they are in some
doubt as to the best way of pre-
senting the engineering profes-
sion to the young as an exciting
field of endeavor. The best way
would seem to show the young
what engineers do, what they
have the potential for doing, and
the actual and potential rewards,
monetary and otherwise. Instead,
however, the alleged benefits of
“nonprofits” and “public service”
are frequently advanced to entice
the young (particularly today’s
young) to enter engineering. A
good example is a recent radio in-
minger is an Engineer at Edgewood
Argenal, Maryland. This article is reprinted by

permission from the August 1970 issue of Civil
Engineering.
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The Lure of

- KurT V. LEININGER

terview with a prominent engi-
neering professor.

Discussing the future of the
field of environmental sciences
and engineering, the professor
said that this is an attraction to
the young because the work they
will do won’t “profit an individual
industry” or “result in higher
profit statements to a group of
people who are anonymous” to
the young. He went on to add that
“one can work in the public sector
and begin to see something of
their efforts developing on the
scene.”?

Dissecting these comments, it
appears that the young are urged
to seek employment in an organi-
zation that can generate no prof-
its, can provide no information to
its investors as to the fate of their
capital, and yet is able to provide

1 Quotes from the American Chemical
Society News Service. Transcript #460.
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the opportunity for individual
achievement. 1t is laborious to un-
dertake to criticize these comments
in the setting of the most affluent
society on earth, but I think it is
essential to do so.

Sign of Consumer Satisfaction

Profits generated by a free (or
even semifree) enterprise system
are the means by which the vari-
ous producing segments of a com-
plex society, employing a division
of skills, can gauge their success
in meeting the requirements of
society. Profits mean that a com-
pany is successful in meeting con-
sumer demand for its products;
decreasing profits mean that the
company’s energy is misdirected
and should be reoriented toward
more urgent requirements. A pro-
ducer operating with no profit,
yet continuing to operate, can
only stay in business at the cost
of other producers who are mak-
ing a profit. Ironically, a non-
profitable company must also rely
on the profit system, to even com-
pute that it has no profits.

At the most fundamental level,
an individual employee who pro-
duces less than he requires for his
livelihood can only continue to be
employed at the expense of other
employees who are producing more
than they require for their im-
mediate need.

Contrary to Karl Marx’s view

THE LURE OF NONPROFITABLE SERVICE
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of the workability of “from each
according to his ability, to each
according to his need,” this actu-
ally discourages the ‘“able” from
continuing to produce and re-
wards the “needy” for not pro-
ducing enough to provide for him-
self. The net result is a leveling
process where achievement is
stifled and mediocrity or even
sloth is the status quo.

This is the system held out as
attractive to the young. The pro-
fessor I quoted could be con-
fronted with the question, why
should the most able and profit-
able people keep producing, when
their rewards, if any, are not pro-
portional to their achievements?
But he evades this consideration
and blithely states that individ-
uals will be able to see “something
of their efforts developing on the
scene” if they are not tied to the
profit system. He is correct that
results will be seen, but they will
not be positive results, as any of
numerous unprofitable govern-
ment activities can attest (e.g.,
postal service, public housing, so-
cial security, and medicare).

Anything Worth Doing
Should Be Done Profitably

The question now will be raised
as to how we can say that the
profit system applies to the broad
field of public works and éspe—
cially pollution control, even grant-
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ed that it applies to private indus-
try (which I’m sure some would
grant). The answer, perhaps
glibly stated, is that it is still in-
dividual people who use the prod-
ucts of large engineering works.
The fact that there are many peo-
ple using a public work at the
same time does not relieve the
producer from making the best
product at the lowest possible cost,
which is the criterion for profit-
ability. It is true that the field of
pollution control is unique in that
people do not use the products for
their own direct benefit as much
as to prevent their activities from
harming other people. But this
still requires a successful prod-
uct. If a consultant designs an
abortion, the word spreads and
he’s out looking hard for clients,
or his plans are not approved by
a state agency empowered to
grant construction permits.

It makes sense that while the
lure of ‘“‘nonprofit” and ‘“‘public
service” is advanced by the civil
engineering profession, engineer-

Profits
IDEAS ON
LIBERTY of the cost.
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ing students will avoid the field,
and turn to chemical or electrical
engineering careers in profit-ori-
ented organizations that offer the
highest starting salaries. This
could also explain why major tech-
nological advances in the pollu-
tion-control field are being forged
by chemical engineers and others
who are in private, ‘“profitable”
concerns.

If civil engineering is to draw
the talent it sees as necessary, it
must break away from the “lure
to nonprofitable service” and em-
phasize the fundamental attri-
butes of the profession. If this
isn’t sufficient, perhaps the broad
civil engineering profession itself
is outmoded, and the various spe-
cialties within the broad field re-
quire emphasis. In any event, if
the profession can orient itself to
the facts of reality (i.e., new de-
mands, new technology, and the
necessity of making profits), that
in itself would draw people who
then would have a new avenue to
profitable achievements. &

PROFITS . . . are the special creation of the ability, the know-how,
the inventiveness, the foresight, the imagination, of the superior
executive. They are, in effect, not added into price but taken out

JOHN CHAMBERLAIN, The Roots of Capitalism
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HENRY HAZLITT

FrROM the beginning of history
sincere reformers as well as dema-
gogues have sought to abolish or
at least to alleviate poverty
through state action. In most
cases their proposed remedies
have only served to make the
problem worse.

The most frequent and popular
of these proposed remedies has
been the simple one of seizing
from the rich to give to the poor.
This remedy has taken a thou-
sand different forms, but they all
come down to this. The wealth is
to be “shared,” to be ‘redis-
tributed,” to be “equalized.” In
fact, in the minds of many re-
formers it is not poverty that is
the chief evil but inequality.

Henry Hazlitt is well-khown to FREEMAN
readers as author, columnist, editor, lecturer,
and practitioner of freedom. This article will
appear as a chapter in a forthcoming book,
The Conquest of Poverty, to be published by
Arlington House.

These direct redistribution
schemes (including “land reform”
and “the guaranteed income”)
are so immediately relevant to the
problem of poverty that they war-
rant separate treatment. Here I
must content myself with remind-
ing the reader that all schemes
for redistributing or equalizing
incomes or wealth must under-
mine or destroy incentives at both
ends of the economic scale. They
must reduce or abolish the incen-
tives of the unskilled and shiftless
to improve their condition by their
own efforts, and even the able and
industrious will see little point in
earning anything beyond what they
are allowed to keep. These redis-
tribution schemes must inevitably
reduce the size of the pie to be re-
distributed. They can only level
down. Their long-run effect must
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be to reduce production and lead
toward national impoverishment.

The problem we face here is
that the false remedies for pov-
erty are almost infinite in num-
ber. An attempt at a thorough
refutation of any single one of
them would run to disproportion-
ate length. But some of these false
remedies are so widely regarded
as real cures or mitigations of
poverty that if I do not refer to
them, I may be accused of having
undertaken a comprehensive analy-
sis of the remedies for poverty
while ignoring some of the most
obvious.

What I shall do, as a compro-
mise, is to take up some of the
more popular of the alleged reme-
dies for poverty and indicate
briefly in each case the nature of
their shortcomings or the chief
fallacies involved in them.!

Unions and Strikes

The most widely practiced
“remedy” for low incomes in the
last two centuries has been the
formation of monopolistic labor
unions and the use of the strike
threat. In nearly every country to-
day this has been made possible

1T have examined most of these
schemes in more detail elsewhere (chiefly
in my Economics in One Lesson and in
Man vs. the Welfare State) and must
refer the interested reader to these and
other sources for more extended dis-
cussion,
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to its present extent by govern-
ment policies that permit and en-
courage coercive union tactics and
inhibit or restriet counteractions
by employers. As a result of union
exclusiveness, of deliberate ineffi-
ciency, of featherbedding, of dis-
ruptive strikes and strike-threats,
the long-run effect of customary
union policies has been to discour-
age capital investment and to
make the average real wage of
the whole body of workers lower,
and not higher, than it would
otherwise have been.

Nearly all of these customary
union policies have been disheart-
eningly shortsighted. When unions
insist on the employment of men
that are not necessary to do a
job (requiring unneeded firemen
on Diesel locomotives; forbidding
the gang size of dock workers to
be reduced below, say, 20 men no
matter what the size of the task;
demanding that a newspaper’s
own printers must duplicate ad-
vertising copy that comes in al-
ready set in type, etc.) the result
may be to preserve or create a
few more jobs for specific men in
the short run, but only at the cost
of making impossible the creation
of an equivalent or greater num-
ber of more productive jobs for
others.

The same criticism applies to
the age-old union policy of oppos-
ing the use of labor-saving ma-
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chinery. Labor-saving machinery
is only installed when it promises
to reduce production costs. When
it does that, it either reduces
prices and leads to increased pro-
duction and sales of the com-
modity being produced, or it
makes more profits available for
increased reinvestment in other
production. In either case its long-
run effect is to substitute more
productive jobs for the less pro-
ductive jobs it eliminates. Yet as
late as 1970, a book appeared by
a writer who enjoys an exalted
reputation as an economist in
some quarters, opposing the in-
troduction of labor-saving ma-
chines in the underdeveloped
countries on the ground that they
“decrease the demand for labor’ 12
The natural conclusion from this
would be that the way to maxi-
mize jobs is to make all labor as
inefficient and unproductive as
possible.

Overtime Rates

A similar judgment must be
passed on all “spread-the-work”
schemes. The existing Federal
Wage-Hour Law has been on the
books for many years. It provides
that the employer must pay a 50
per cent penalty overtime rate for
all hours that an employee works

2 Gunnar Myrdal, The Challenge of

World Poverty (Pantheon Books, 1970),
pp. 400-401 and passim.
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in excess of 40 a week, no matter
how high the employee’s regular
hourly rate of pay.

This provision was inserted at
the ingsistence of the unions. Its
purpose was to make it so costly
for the employer to work men
overtime that he would be obliged
to take on additional workers.

Experience shows that the pro-
vision has in fact had the effect
of narrowly restricting the length
of the working week. In the ten-
year period, 1960 to 1969 inclu-
sive, the average annual work-
week In manufacturing varied
only between a low of 39.7 hours
in 1960 and a high of 41.3 hours
in 1966. Even monthly changes do
not show much variation. The
lowest average working week in
manufacturing in the fourteen
months from June, 1969 to July,
1970 was 39.7 hours and the high-
est was 41 hours.

But it does not follow that the
hour-restriction either created
more long-term jobs or yielded
higher total payrolls than would
have existed without the com-
pulsory 50 per cent overtime rate.
No doubt in isolated cases more
men have been employed than
would otherwise have been. But
the chief effect of the over-
time law has been to raise pro-
duction costs. Firms already
working full standard time often
have to refuse new orders because
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they cannot afford to pay the
penalty overtime necessary to fill
those orders. They cannot afford
to take on new employees to meet
what may be only a temporarily
higher demand because they may
also have to install an equivalent
number of additional machines.

Higher production costs mean
higher prices. They must there-
fore mean narrowed markets and
smaller sales. They mean that
fewer goods and services are pro-
duced. In the long run the inter-
ests of the whole body of workers
must be adversely affected by
compulsory overtime penalties.

All this is not to argue that
there ought to be a longer work
week, but rather that the length
of the work week, and the scale
of overtime rates, ought to be left
to voluntary agreement between
individual workers or unions and
their employers. In any case,
legal restrictions on the length of
the working week cannot in the
long run increase the number of
jobs. To the extent that they can
do that in the short run, it must
necessarily be at the expense of
production and of the real income
of the whole body of workers.

Minimum Wage Laws

This brings us to the subject of
minimum-wage laws. It is pro-
foundly discouraging that in the
second half of the twentieth cen-
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tury, in what is supposed to be an
age of great economic sophistica-
tion, the United States should
have such laws on its books, and
that it should still be necessary
to protest against a nostrum so fu-
tile and mischievous. It hurts
most the very marginal workers
it is designed to help.

I can only repeat what I have
written in another place.3 When
a law exists that no one is to be
paid less than $64 for a 40-hour
week, then no one whose services
are not worth $64 a week to an
employer will be employed at all.
We cannot make a man worth a
given amount by making it ille-
gal for anyone to offer him less.
We merely deprive him of the
right to earn the amount that his
abilities and opportunities would
permit him to earn, while we de-
prive the community of the mod-
erate services he is capable of
rendering. In brief, for a low
wage we substitute unemploy-
ment.

But I cannot devote more space
to this subject here. I refer the
reader to the careful reasoning
and statistical studies of such
eminent economists as Professors
Yale Brozen, Arthur Burns,
Milton Friedman, Gottfried Ha-
berler, and James Tobin, who
have emphasized, for example,

3 Man vs. the Welfare State (Arling-
ton House, 1969), pp. 23-25,
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how much our continually rising
legal minimum wage requirements
have increased unemployment in
recent years, especially among
teen-aged Negroes.

The Mounting Burden of
Welfare Plans and Taxes

In the last generation there has
been enacted in almost every ma-
jor country of the world a whole
sackful of “social” measures, most
of them having the ostensible
purpose of “helping the poor” in
one respect or another. These in-
clude not only direct relief, but
unemployment benefits, old-age
benefits, sickness benefits, food
subsidies, rent subsidies, farm
subsidies, veterans’ subsidies — in
seemingly endless profusion. Many
people receive not only one but
many of these subsidies. The pro-
grams often overlap and duplicate
each other.

What is their net effect? All of
them must be paid for by that
chronically forgotten man, the
taxpayer. In perhaps half the
cases, Paul is in effect taxed to
pay for his own benefits, and
gains nothing on net balance (ex-
cept that he is forced to spend his
earned money in other directions
than he himself would have
chosen). In the remaining cases,
Peter is forced to pay for Paul's
benefits. When any one of these
schemes, or a further expansion
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of it, is being proposed, its politi-
cal sponsors always dwell on what
a generous and compassionate
government should pay to Paul;
they neglect to mention that this
additional money must be seized
from Peter. In order that Paul
may receive the equivalent of
more than he earns, Peter must
be allowed to keep less than he
earns.

The mounting burden of taxa-
tion not only undermines individ-
ual incentives to increased work
and earnings, but in a score of
ways discourages capital accumu-
lation and distorts, unbalances,
and shrinks production, Total
real wealth and income is made
smaller than it would otherwise
be. On net balance there is more
poverty rather than less.

But increased taxation is so un-
popular that most of these “so-
cial” handout schemes are origi-
nally enacted without enough in-
creased taxation to pay for them.
The result is chronic government
deficits, paid for by the issuance
of additional paper money. And
this has led in the last quarter-
century to the constant deprecia-
tion of the purchasing power of
practically every currency in the
world. All creditors, including the
buyers of government bonds, in-
surance policy holders, and the
depositors in savings banks, are
systematically cheated. Once more
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the chief victims are the working
and saving families with moderate
incomes.

Yet everywhere this monetary
inflation, eventually so disruptive
and ruinous to orderly balanced
production, is rationalized by
politicians and even by putative
economists as necessary for “full
employment’” and ‘‘economic
growth.” The truth is that if this
monetary inflation is persisted in,
it can only lead to economic dis-
aster.

Price and Wage Controls

Many of the very people who
originally advocate inflation (or
the policies which inevitably lead
to it), when they see its conse-
quences of raising prices and
money wages, propose to cure the
situation, not by halting the in-
flation, but by having the govern-
ment impose price and wage con-
trols. But all such attempts to
guppress the symptoms enor-
mously increase the harm done.
Price and wage controls, to pre-
cisely the extent that they can be
made temporarily effective, only
distort, disrupt, and reduce pro-
duction — again leading toward
impoverishment.

Yet here again, as with the
other false remedies for poverty,
it would be an unjustifiable di-
gression to spell out in detail all
the fallacies and evil consequences
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of special subsidies, improvident
government spending, deficit fi-
nancing, monetary inflation, and
price-and-wage controls. I have
myself dealt with these subjects
in two previous books: The Fail-
ure of the New FEconomiecst and
What You Should Know About
Inflation;5 and there is, of course,
an extensive literature on the sub-
ject. The chief point to be reiter-
ated here is that these policies do
not help to cure poverty.

Another false remedy for pov-
erty is the progressive income tax,
as well as a very heavy burden of
capital-gains taxes, inheritance
taxes, and corporate income taxes.
All of these have the effect of dis-
couraging production, investment,
and capital accumulation. To that
extent they must prolong rather
than cure poverty.

Ovutright Socialism

We come now to the final false
remedy for poverty to be consid-
ered in this article — outright so-
cialism.

Now the word “socialism” is
loosely used to refer to at least
two distinct proposals, usually
but not necessarily tied together
in the minds of the proposers.
One of these is the redistribution
of wealth or income —if not to

4 (Princeton: D. Van Nostrand, 1959.)

5 (Princeton: D. Van Nostrand, 1960,
1965.)
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make incomes equal, at least to
make them much more nearly
equal than they are in a market
economy. But the majority of
those who propose this objective
‘today think that it can be
achieved by retaining the mech-
anisms of private enterprise and
then taxing the bigger incomes to
subsidize the smaller incomes.

By “outright socialism” I refer
to the Marxist proposal for ‘“‘the
public ownership and control of
the means of production.”

Now one of the most striking
differences between the 1970’s and
the 1950’s, or even the 1920’s, is
the rise in the political popularity
of Socialism Two — the redistribu-
tion of income — and the decline
in the political popularity of So-
cialism One — government owner-
ship and management. The reason
is that the latter, in the last half-
century, has been so widely tried.
Particularly in Europe there is
now a long history of government
ownership and management of
such “public utilities” as the rail-
roads, the electric light and power
industries, the telegraph and tele-
phone. And everywhere the his-
tory has been much the same —
deficits practically always, and in
the main poor service compared
with what private enterprise sup-
plied. The mail service, a govern-
ment monopoly nearly everywhere,
is also nearly everywhere notori-
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ous for its deficits, inefficiency,
and inertia. (The contrast with
the performance of “private” in-
dustry is often blurred, however,
in the United States, for example,
by the slow strangulation of the
railroads, telephone, and power
companies by government regula-
tion and harassment.)

As a result of this history, most
of the socialist parties in Europe
find that they can no longer at-
tract votes by promising to na-
tionalize even more industries.
But what is still not recognized
by the socialists, by the public, or
even by more than a small minor-
ity of economists, is that present
government ownership and man-
agement of industries, not only in
“capitalist” Europe but even in
Soviet Russia, works only as well
as it does because it is parasitic
for accounting on the world mar-
ket prices established by private
enterprise.

Too Much Taken for Granted

We are so accustomed to the
miracle of private enterprise that
we habitually take it for granted.
But how does private industry
solve the incredibly complex prob-
lem of turning out tens of thou-
sands of different goods and serv-
ices in the proportions in which
they are wanted by the public?
How does it decide how many
loaves of bread to produce and
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how many overcoats, how many
hammers and how many houses,
how many pins and how many
Pontiacs, how many teaspoons
and how many telephones? And
how does it decide the no less dif-
ficult problem of which are the
most economical and efficient meth-
ods of producing these goods?

It solves these problems through
the institutions of private proper-
ty, the free market, and the ex-
istence of money — through the
interrelations of supply and de-
mand, costs and prices, profits
and losses.

When shoes are in deficient sup-
ply compared with the marginal
cost of producing them, their
price, and therefore the margin
of profit in producing them, will
increase in relation to the price
and margin of profit in producing
other things. Therefore, the ex-
isting producers will turn out
more shoes, and perhaps new pro-
ducers will order machinery to
make them. When the new supply
catches up with existing demand,
the price of shoes, and the profit
of making them, will fall; the
supply will no longer be increased.
When hats go out of fashion and
fewer are worn, the price will
decline, and some may remain un-
salable. Fewer hats will be made.
Some producers will go out of
business, and the previous labor
and salvageable capital devoted
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to producing hats will be forced
into other lines. Thus, there will
be a constant tendency toward
equalization of profit margins
(comparative risks considered) in
all lines. These yearly, seasonal,
or daily changes in supply and
demand, cost and price, and com-
parative profit margins, will tend
to maintain a delicate but con-
stantly changing balance in the
production of the tens of thou-
sands of different services and
commodities in the proportions in
which consumers demand them.

The Competitive Role

The same guide of comparative
money -prices and profits will also
decide the kinds and proportions
of capital goods that are turned
out, as well as which one of hun-
dreds of different possible meth-
ods of production is adopted in
each case.

In addition, within each indus-
try as well as between industries,
competition will be taking place.
Each producer will not only be
trying to turn out a better prod-
uct than his competitors, a prod-
uct more likely to appeal to buy-
ers, but he will also be trying to
reduce his cost of production as
low as he possibly can in order to
increase his margin of profit —or
perhaps even, if his costs are al-
ready higher than average, to
meet his competition and stay in
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business. This means that com-
petition always tends to bring
about the least-cost method of
production — in other words, the
most economical and efficient
method of production,

Those who are most successful
in this competition will acquire
more capital to increase their pro-
duction still further; those who
are least successful will be forced
out of the field. So capitalist pro-
duction tends constantly to be
drawn into the hands of the most
efficient.

But how can this appallingly
complex problem of supplying goods
in the proportions in which con-
sumers want them, and with the
most economical production meth-
ods, be solved if the institutions
of capitalism — private ownership,
competition, free markets, money,
prices, profits and losses ~ do not
exist?

The Baffling Problem
of Economic Calculafion

Suppose that all property — at
least in the means of production
— is taken over by the state, and
that banks and money and credit
are abolished as vicious capitalist
institutions; how is the govern-
ment to solve the problem of what
goods and services to produce, of
what qualities, in what propor-
tions, in what localities, and by
what technological methods?
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There cannot, let us keep in
mind, be a hundred or a thousand
different decisions by as many
different bureaucrats, with each
allowed to decide independently
how much of one given product
must be made. The available
amount of land, capital, and labor
is always limited. The factors of
production needed to make A are
therefore not available for B or
C; and so on, So there must be a
single unified over-all decision, with
the relative amounts and propor-
tions to be made of each com-
modity all planned in advance in
relation to all the others, and with
the factors of production all allo-
cated in the corresponding pro-
portions.

So there must be only one Mas-
ter Production Plan. This could
conceivably be adopted by a series
of majority votes in a parliament,
but in practice, to stop intermin-
able debate and to get anything
done, the broad decisions would
be made by a small handful of
men, and the detailed execution
would probably be turned over to
one Master Director who had the
final word.

How would he go about solving
his problem?

We must keep in mind that
without free competitive markets,
money, and money-prices, he would
be helpless. He would know, of
course (if the seizure of the
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means of production has only re-
cently occurred), that people un-
der a capitalist system lived in a
certain number of houses of vari-
ous qualities, wore a certain
amount of clothing consisting of
such and such items and qualities,
ate a certain amount of food con-
sisting of such and such meats,
dairy products, grains, vegetables,
nuts, fruits, and beverages. The
director could simply try to con-
tinue this pre-existing mix in-
definitely. But then his decisions
would be completely parasitic on
the previous capitalism, and he
would produce and perpetuate a
completely stationary or stagnant
economy. If such an imitative so-
cialism had been put into effect
in, say, the France of 1870, or
even of 1770, or 1670, and France
had been cut off from foreign con-
tacts, the economy of France would
still be producing the same type
and per capita quantity of goods
and services, and by the same
antiquated methods, as those that
had existed in 1870, or even in
1770, or 1670, or whatever the
initial year of socialization.

It is altogether probable that
even if such a slavishly imitative
production schedule were deliber-
ately adopted it would overlook
thousands of miscellaneous small
items, many of them essential,
because some bureaucrat had neg-
lected to put them into the
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schedule. This has happened time
and again in Soviet Russia.

What Shall Be Produced?

But let us assume that all these
problems are somehow solved.
How would the socialist Planners
go about trying to improve on
capitalist production? Suppose
they decided to increase the quan-
tity and quality of family housing.
As total production is necessarily
limited by existing technological
knowledge and capital equipment,
they could transfer land, capital,
and labor to the production of
more such housing only at the
cost of producing less food, or
less clothing, or fewer hospitals,
or schools, or cars, or roads, or
less of something else. How could
they decide what was to be sac-
rificed? How would they fix the
new commodity proportions?

But putting aside even this
formidable problem, how would
the Planners decide what ma-
chines to design, what capital
goods to make, what technological
methods to use, and at what local-
ities, to produce the consumers’
goods they wanted and in the pro-
portions they wanted them?

This is not primarily a techno-
logical question, but an economic
one. The purpose of economic life,
the purpose of producing any-
thing, is to increase human satis-
factions, to increase human well-
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being. In a capitalist system, if
people are not willing to pay at
least as much for the consumer
goods that have been produced as
was paid for the labor, land, cap-
ital equipment, and raw materials
that were used to produce them,
it is a sign that production has
been misdirected and that some
of these productive factors have
been wasted. There has been a net
decrease in economic well-being
instead of an increase.

There are many feasible meth-
ods — crucible, Bessemer, open
hearth, electric furnace, basic ox-
ygen process —of making steel
from iron. In fact, there are today
a thousand technically feasible
ways of making almost anything
out of almost anything. In a pri-
vate enterprise system, what de-
cides which method will be used
at a given place and fime is a
comparison of prospective costs.

And this necessarily means
costs in terms of money. In order
to compare the economic efficiency
of one productive method with
another the methods must be re-
duced to some common denomina-
tor. Otherwise numerical compar-
ison and calculation are impossi-
ble. In a market system this
common denominator is achieved
by comparisons in terms of money
and of prices stated in money. It
is only by this means that society
can determine whether a given
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commodity is being produced at
a profit or a loss, or at what com-
parative profits or losses any num-
ber of different commodities are
being produced.

“Playing”’ Capitalism

In recent years even the most
doctrinaire communist countries
have become aware of this. They
are going to be guided hereafter,
they say, by profit and loss. An
industry must be profitable to
justify itself. So they fix money-
prices for everything and measure
profit and loss in monetary terms.

But this is merely “playing”
free markets. This is ‘“playing”
capitalism. This imitation is the
unintended flattery that the com-
munists now pay to the system
they still ostensibly reject and
denounce.

But the reason why this mock-
market system has so far proved
so disappointing is that the com-
munist governments do not know
how to fix prices. They have
achieved whatever success they
have had when they have simply
used the quotations they found
already existing for international
commodities in the speculative
markets — i.e. in the capitalist
markets — in the Western world.
But there are a limited number of
such grains and raw materials
with international markets. In
any case, their prices change daily,
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and are always for specific grades
at specific locations.

In frying to fix prices for com-
modities and the multitudinous
objects not quoted on these inter-
national markets the communist
countries are at sea. The Marxist
labor theory of value is false and
therefore useless to them. We can-
not measure the value of anything
by the number of hours of ‘“labor-
time” put into it. There are enor-
mous differences in the skill, qual-
ity, and productivity of different
people’s labor. Nor can we, as
suggested by some Soviet econ-
omists, base prices on “actual costs
of production.” Costs of produc-
tion are themselves prices — the
prices of raw materials, of fac-
tories and machinery, rent, inter-
est, the wages of labor, and so on.

Our Differences Guide Us

And nowhere, in a free market,
are prices for long exactly equal
to costs of production. It is pre-
cisely the differences between
prices and costs of production that
are constantly, in a free market
economy, redirecting and chang-
ing the balance of production as
among thousands of different com-
modities and services. In indus-
tries where prices are well above
marginal costs of production,
there will be a great incentive to
increase output, as well as in-
creased means to do it. In indus-
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tries where prices fall below mar-
ginal costs of production, output
must shrink., Everywhere supply
will keep adjusting itself to de-
mand.

Where prices have been set
arbitrarily, real profits and losses
cannot be determined. If T am a
commissar in charge of an auto-
mobile factory, and do not own
the money I pay out, and you are
a commissar in charge of a steel
plant, and do not own the steel
you sell or retain the money you
sell it for, and we are each ordered
to show a profit, the first thing
each of us will do is to appeal to
the Central Planning Board to
set an advantageous price (to
him) for steel and for automo-
biles. As an automobile commissar,
I will want the price of the cars
I sell to be set as high as possi-
ble, and the price of the steel I
buy to be set as low as possible, so
that my own “profit” record will
look good or my bonus will be
fixed high. But as a steel commis-
sar, you will want the selling price
of your steel to be fixed as high
as possible, and your own cost
prices to be fixed low, for the
same reason. But when prices are
thus fixed blindly, politically, and
arbitrarily, who will know what
any industry’s real profits or losses
(as distinguished from its nom-
inal bookkeeping profits or losses)
have been?
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Decentralized Chaos

The problems of centralized di-
rection of an economy are so in-
superable that in socialist coun-
tries there are periodically experi-
ments in decentralization. But in
an economy only half free — that
is, in an economy in which every
factory is free to decide how much
to produce of what, but in which
the basic prices, wages, rents, and
interest rates are blindly fixed or
guessed at by the sole ultimate
owner of the means of production,
the state — a decentralized system
could quickly become even more
chaotic than a centralized one. If
finished products m, n, o, p, and
so on are made from raw materi-
als a, b, ¢, d, and so on in various
combinations and proportions, how
can the individual producers of
the raw materials know how much
of each to produce, and at what
rate, unless they know how much
the producers of the finished prod-
ucts plan to produce of the latter,
how much raw materials they are
going to need, and just when they
are going to need them? And
how can the individual producer
of raw material ¢ or of finighed
product m know how much of it
to produce unless he knows how
much of that raw material or fin-
ished product others in his line
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are planning to produce, as well
as relatively how much ultimate
consumers are going to want or
demand?

An economic system without
private property and free-market
price guides must be chaotic. In
a communistic system, centralized
or decentralized, there will always
be unbalanced and unmatched pro-
duction, shortages of this and un-
usable surpluses of that, duplica-
tions, bottlenecks, time lags, inef-
ficiency, and appalling waste.

In brief, socialism is incapable
of solving the incredibly compli-
cated problem of economic calcu-
lation. That problem can be solved
only by capitalism.¢

6 For a fuller discussion of the prob-
lem of economic calculation, see my novel,
Time Will Run Back (originally pub-
lished by Appleton-Century-Crofts in
1961 as The Great Idea, and republished
under the new title by Arlington House
in 1966), And see especially the discus-
sion by the great seminal thinker who
has done more than any other to make
other economists aware of the existence,
nature, and extent of the problem, Lud-
wig von Mises, in his Socialism: An
Analysis (London: Jonathan Cape, 1936,
1951, 1953, 1969), and in his Human
Action (Chicago: Henry Regnery, third
revised edition, 1963), pp. 200-231 and
698-715. See also Collectivist Economic
Planning, edited by F. A, Hayek (Lon-
don: George Routledge, 1935), and Eco-
nomic Calculation in the Socialist Soci-
ety, by T. J. B. Hoff (London: William
Hodge, 1949).



WHEN a majority seems deter-
mined to do foolish things, a re-
former might try to fool them
into passing a prohibition law.
But the majority will neither ac-
cept nor respect a law it fails to
understand. If the better idea
were widely understood, political
reform would be quite easy — and
quite unnecessary. Advocating a
law, as a short cut to understand-
ing, wastes precious time and en-
ergy that might have been used
to explain and justify the better
idea.

An excellent example of such
patient explanation is afforded by
the 85 Federalist Papers offered
by Alexander Hamilton, John Jay,
and James Madison during 1787
and 1788 to bring understanding
and popular acceptance of the new
Constitution. To be sure, they
wanted “to pass a law’’; but their
approach was to help the people
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WHO

SHOULD VOTE?

PauL L. PoIrOT

see the wisdom of the Federal
Constitution, to enable them to live
within the spirit as well as the
letter of the law.

In view of the great interest
today in who should be allowed to
vote, one is surprised to find only
two or three brief references in
The Federalist to the matter of
suffrage. Hamilton, Madison, and
Jay were content, it seemed, to
rely on the laws of the various
states to determine who might
vote. And they could foresee no
problems arising, no incentive for
any state to manipulate its voting
requirements in a manner detri-
mental to the national interest.
They could never have believed
that Congress (in 1913) would be
granted power to tax incomes
“without apportionment among
the several States, and without re-
gard to any census or enumera-
tion.” Nor could those men of 1787
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have conceived of the Federal gov-
ernment as a gigantic gravy bowl
to be dipped into and drained by
hungry bloes of voters.

A Modern View of Government

In the United States, at least,
the Federal welfare state is pri-
marily a development of the twen-
tieth century. Governmental wel-
fare measures, if any, before
World War I were handled largely
at the local level; there had been
no substantial use of Federal
funds to buy votes, no reason for
states to modify their voting laws
and practices to gain special privi-
leges in Washington. Now, we
know. And it is conceivable that
the authors of the Federalist Pa-
pers might have given more atten-
tion to voting requirements had
they imagined how far we might
stretch the use of the ballot. There
simply was no call to explain the
limitations of balloting to Ameri-
cans of 1787 who understood why
government should be limited. And
until Americans of our time un-
derstand the case for limited gov-
ernment, there is no way to fool
them into passing a law to limit
the franchise.

Meanwhile, debate rages end-
lessly over who is to be allowed to
vote — whether the franchise
should be extended to teen-agers
— and about the inequities of this
or that particular form of taxa-
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tion. But seldom, if ever, does
such debate get down to basic
principles, that is, the discussion
of voting and taxation in terms of
what government is for and what
it ought to be doing.

If one believes, for instance,
that a major purpose of govern-
ment is to bring about a more
equal distribution of wealth —
taking from the rich to give to the
poor — then it would seem entirely
logical to confine the franchise to
the “deserving poor” and to levy
the costs of governing against the
rich who supposedly have con-
spired to build up private for-
tunes. Teen-agers, in that case,
presumably would fall generally
among the poor, who “deserve” to
vote and to enjoy tax-exemption.

But, sharing the wealth is not
quite so peaceful and simple as
some advocates seem to believe.
Someone always winds up with
more than “his fair share,” and
coercion inevitably is required to
get it away from him again. Ad-
vocates of force always have
fought, and always will, over who
should exercise the coercive power.

The Role of Force

It is by no means clear to great
numbers of Americans what they
want their government to do. On
the one hand, they are quite will-
ing to tax up to 70 per cent or
more of a person’s livelihood, year
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after year, especially if he is rela-
tively productive. Yet, these very
same persons will “stand on prin-
ciple” against the draft of a young
man for 2 years at soldier’s pay.

If citizens of the United States
do not volunteer in sufficient
force to carry out government
commitments, say in Vietnam,
then the government will draft
them and their property. “Unfair,”
cry many of the citizens. “These
young men are needed for a do-
mestic peace corps. The property
taken by taxation is needed in the
domestic war on poverty, aid to
the cities, aid to education, aid to
agriculture, aid to the unemployed
— to each according to need.”

These ‘“friends of the poor” in
the United States who advocate
the use of government force to ac-
complish their domestic programs
are logical, at least; they have no
ideological quarrel with the com-
munists in North Vietnam or any-
where else. Their quarrel, rather,
is with the idea of limited govern-
ment and with their ‘“old-fash-
ioned” neighbors who believe that
government’s only function is to
protect life and property and to
keep the peace.

Respect for life and property
does not originate among men as
a fear of reprisal by force in case
of trespass but as a sense of pro-
priety, a conscience, a capacity to
distinguish right from wrong.
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Such a distinction is not deter-
mined by voting or by tossing a
coin. It is a moral decision an in-
dividual can and must make for
himself only, with such guidance
as he may derive from his own ex-
perience and thought and from
the shared experience and wisdom
of others. If it is right to defend
one’s own life or property, then it
cannot at the same time or by the
same reasoning be right to take
the life or property of another by
force. Those who can understand
such reasoning and control their
actions accordingly are then
ready for the idea of limited gov-
ernment —a policing agency of
society to preserve the peace, to
protect the life and property of
every peaceful person against
threatened or actual violence by
any other person or group.

A Question of Responsibility

In a sense, each human being
ought to be in charge of his own
life —a self-reliant, self-respon-
gible, peaceful, mature individual.
And in that case the principle of
one-man-one-vote seems reason-
able. But few, if any, of us ever
quite measure up to the persons
we ought to be. And it would,
therefore, seem advisable to limit
the franchise, or refuse it alto-
gether to those who clearly fail to
behave responsibly.

Youth, to be sure, is not an in-
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fallible sign of immaturity and ir-
responsibility. But no one expects
a year-old baby to vote for Presi-
dent. There’s no magic in any num-
ber, but it probably is just as well
to withhold voting rights from all
persons under 21 years of age.
Automobile liability insurance
companies, for instance, consider
all young men under 25 to be more
or less irresponsible.

Buying votes is generally
frowned upon as a reprehensible
practice. And if it is bad practice,
then it would seem reasonable to
withhold the franchise from any
person the livelihood of whom is
derived primarily from govern-
ment, say more than 50 per cent,
and in any case if he receives more
than $10,000 a year from tax-col-
lected sources. This would include,
among others, most public officials,
government employees, welfare
clients, teachers in public schools,
employees of firms largely de-
pendent on government contracts,
inmates of prisons and other gov-
ernmental institutions.

With reference to criminals and
others of proven irresponsibility,
the franchise probably should be
withheld for a certain period of
probation, say for two years fol-
lowing release from any penal in-
gtitution; or, for at least two
years following conviction on any
criminal charge even if no fine or
other sentence were assessed.
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The recent public clamor about
the poverty level, and the very idea
that families with less than $3,000
of annual earnings would be elig-
ible for subsidy suggests that ev-
ery member of such a family
should be ineligible to vote as long
as that family condition of pov-
erty persists.

Furthermore, in view of the
heavy burden of taxes in the
United States, it would seem ad-
visable to withhold the voting priv-
ilege from all members of any
family group that pays less than
a nominal figure of say $300 a
year in Federal, state, and local
direct tax levies.

Bankruptcy, whether voluntary
or at the insistence of creditors,
should be sufficient cause to re-
lieve any person of the voting
privilege for a reasonable period
of time, such as ten years.

The Practice of Freedom Hinges
on Education and Understanding

The foregoing is not intended
to cover all cases of irresponsible
action, but to suggest some of the
more flagrant examples that might
well be considered by those who
want a government primarily for
the protection of life and property
and the preservation of peaceful
conditions in the community. If a
person is able to show that he is
self-reliant and has not behaved
irresponsibly toward others, let
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him vote in elections and other
governmental decisions that ought
to be reached democratically.

In the final analysis, however,
an individual will tend to look
upon this limitation of voting
rights through the same eyes by
which he views the purpose of gov-
ernment. If he wants to protect
property, he’ll leave the decisions

Trampling Justice
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to the owners; but if he wants to
confiscate property and is not con-
cerned about such waste of scarce
resources, he’ll do everything he
can to enfranchise the non-owners
and herd them to the polling booth.
In any case, the practice of free-
dom, today as in 1787, is entirely
a matter of education and under-
standing. ®

No MAN is allowed to be a judge in his own cause, because his
interest would certainly bias his judgment, and, not improbably,
corrupt his integrity. With equal, nay with greater reason, a body
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of men are unfit to be both judges and parties at the same time;
yet what are many of the most important acts of legislation but
so many judicial determinations, not indeed concerning the rights
of single persons, but concerning the rights of large bodies of

citizens? And what are the different classes of legislators but
advocates and parties to the causes which they determine? . . .
The apportionment of taxes on the various descriptions of prop-
erty is an act which seems to require the most exact impartiality;
yet there is, perhaps, no legislative act in which greater oppor-
tunity and temptation are given to a predominant party to
trample on the rules of justice. Every shilling with which they
overburden the inferior number is a shilling saved to their own

pockets.

JAMES MADISON, from The Federelist Papers, No. 10



A REVIEWER’'S NOTEBOOK

JOHN CHAMBERLAIN

THe ¥ O RIRING

OF A TRADITION

WiLLiAM F. BUCKLEY, JR. has a
genius for provocative titles. The
label on the cover of his anthology
of American conservative thought
in the twentieth century, Did You
Ever See a Dream Walking?
(Bobbs-Merrill, $8.50), comes
from a half-forgotten popular
song. For me, the Buckley choice
is absolutely delicious, for I recall
from some thirty years ago that
the Chicago political scientist,
Charles Merriam, used the same
rhetorical query from the same
song to introduce a profile of the
old curmudgeon of New Deal days,
Harold Ickes, whose political
thought Bill Buckley would surely
describe as a nightmare,
Buckley’s answer to the ritual-
istic “liberalism” which has, in
the course of forty years, seeped
out of the intellectual weeklies to
become the conventional wisdom
of our mass magazines is a highly
personal one, even though it is
here expressed through the choice
of twenty-three separate contribu-
tors. The point to be made about
the Buckley anthology is that it
represents for the most part the
flowering of a tradition, with most
of the essays coming from the

nineteen fifties and the nineteen
sixties. Albert Jay Nock and
Henry Hazlitt are among the few
older hands. Because this book is
a flowering, it has a mellowness,
a suavity of articulation, an ur-
banity, and a tolerance for eclec-
ticism within a general scheme
that would have been broken if the
editor had ranged backwards in
time to the earlier years of the
century, when much of our con-
servatism — or libertarianism —
had a desperate tone. Bill Buck-
ley’s conservatism is enormously
civilized, which means that it de-
mands certain standards of de-
bate, certain stylistic qualities, a
rejection of the type of polemicist
that Emerson must have had in
mind when he asked, “Why so hot,
little man?”

The Buckley taste for polem-
icism that is good literature is
almost flawless. The first figure to
walk in his dream-become-actual
is Garry Wills, who has the lead-
ing position in the section called
“The Historical and Intellectual
Background.” Mr. Wills here ex-
hibits a nineteenth century Whig-
gish — or maybe it isr mild Tory —
view of the state, which is to say
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that he is determinedly nonideo-
logical but generally in favor of
less government action rather than
more. It is not the business of the
state to provide ideal justice, says
Mr. Wills, for that would require
marshaling too much force in the
hands of fallible men. Nor should
the state try to compensate men
for their failings. Equity and
order come before abstract equal-
ity and abstract justice, with “con-
venience” playing the mediating
role. Men, in general, must have
scope to exercise their wills.

One would have predicted from
his tone in “The Convenient State”
that Garry Wills would have been
happy to accept the sort of give-
at-the-edges interventionism that
marks the Richard Nixon concep-
tion of the state. The Nixon view,
which reminds one of Disraeli, is
at least an improvement over the
harsher will to ideal justice that
dictated the leveling efforts of the
Great Society and really “polar-
ized” our society. But no, the
present-day Garry Wills has taken
to assailing with an unholy passion
the Nixon-type ‘“‘convenience”
which accepts the free market with
minor reservations. Could it be
that if Garry Wills had been a
little more rigorous in “The Con-
venient State,” he would have
avoided becoming something of a
doctrinaire antilibertarian? Mr.
Buckley does not say. But it could
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have been with a tacit urge toward
balance that the second section
called “The Limitations of the
State” includes sterner libertari-
ans Henry Hazlitt, Milton Fried-
man, Max FEastman-—and even
Albert Jay Nock, who is admitted
for brilliance of style despite a
“merry anarchism’ that Mr.
Buckley rejects for himself.

Mr. Buckley despairs of giving
any exact definition to “conserva-
tism”; he prefers to make what he
calls an ‘“empirical probe.” His
empiricism accepts people who
think of conservatism variously as
a position and an attitude, with
religion sometimes entering the
equation and sometimes not.

Whittaker Chamber’s “The Di-
rect Glance” pleads for a funda-
mentally religious opposition to
communism; the Max Eastman of
“Freedom and the Planned Econ-
omy” would settle for some simple
common sense about keeping eco-
nomic power diffused.

Willmoore Kendall, though he
was a religious man at bottom,
leaves other-worldly considerations
out of his politics; he accepts the
Madisonian balance as a basis for
what he calls “The Two Majori-
ties” — meaning the concurrent
majority that sets Congress up as
a watchdog on the President, and
vice versa.

Brent Bozell, who in his later
career has been moving toward
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theocracy, is presented here in an
earlier guise. Not quite a strict
constructionist, Bozell thinks it
proper for judges to push the
Constitution in an “unwritten di-
rection” if a big consensus favors
it. He does mnot, however, think
the Supreme Court should “make
law” by its decisions at a time
when the nation is still unable to
decide between two possible in-
terpretations of Constitutional
language. If the Court moves
faster than public opinion, as it
did on the integration issue, it
produces a chaotic period in
society.

Sometimes the Buckley apercus,
which are plentiful as blackberries
in the separate introductions
which he contributes to the vari-
ous sections of his anthology, are
more piercing than the essays that
follow. Thus, in the section that
is titled ‘“The Relevance of Social
Science,” which contains selections
from Leo Strauss, Jeffrey Hart,
Eric Voegelin, and Christopher
Dawson (one of two Englishmen
in an American anthology), the
Buckley remarks on the “limits
of empiricism” come through with
sharpness and clarity where
Strauss and Voegelin, though
worthy scholars and able teachers,
spin things out. Strauss muffles
his originality with a sing-song
tone, and Voegelin uses an abso-
lutely barbarous academic lan-
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guage, “immanentizing the escha-
ton” all over the lot. Jeffrey Hart,
whose style is clean and brisk in
his essay on Edmund Burke, could
tell Voegelin that you do not make
converts to a point of view by
writing for Divinity Ph.D.’s who
already agree with you.

There isn’t room in this space
to deal adequately with Mortimer
Smith on schools, or Jane Jacobs
on city renewal, or Harry Jaffa on
the ticklish subject of giving free
speech to communists, or Ernest
van Den Haag on the claims and
rights of race, or Russell Kirk on
the need for rewards, or Frederick
Wilhelmsen on the origins of
Christmas, or Hugh Kenner on
the ‘“new scholarship,” or Michael
Oakeshott on the rise of the
masses, or Frank Meyer and James
Burnham, both of whom I have
reviewed in these pages before.
Besides, I wish to lament Mr.
Buckley’s failure to include some
older, admittedly less urbane lib-
ertarians to his gallery who had
a lot to do with preparing the
ground for the flowering that is
presented in the anthology. I miss
such things as Isabel Paterson’s
sharp analysis of the totalitarian
potential of a public school system,
and Peter Drucker’s description
of the Founding Fathers as “con-
servative counterrevolutionists,”
and Garet Garrett on the econom-
ics of the first Henry Ford, and
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Rose Wilder Lane on the rebirth
of freedom. Frank Chodorov
should be here to join his master,
Albert Jay Nock, and we could
have welcomed something from
John Dos Passos’s explorations in
early American history. Moreover,
Ludwig von Mises has lived in
America for a long time, and
Hayek was at the University of
Chicago for a number of years.
They were part of the dream that
began to walk here in the nineteen
forties.

However, all anthologies are
necessarily personal, and Mr.
Buckley is entitled to his own. He
is himself a most valiant part of
the flowering of the mid-century
which he has so discerningly pre-
sented.

p THE CONSERVATIVE TRA-
DITION IN EUROPEAN
THOUGHT, Selected and edited
by Robert Schuettinger (New York:
G. P. Putnam’s Sons, 1970) 385 pp.
$6.95.

Reviewed by Edmund A. Opitz
THE PHILOSOPHY of conservatism
stems mainly from Edmund
Burke, and it is fitting, therefore,
that the opening sections of this
fine anthology should be drawn
from his works. The classical
world is represented by Plato,
Aristotle, and Cicero; Hegel tries
to tell us what he understands by
the state as ‘“the realized sub-
stantive will”; and the judicious
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Richard Hooker expounds the idea
of the natural law. Tocqueville
warns us of the despotic tenden-
cies that come masked in demo-
cratic forms, and Disraeli outlines
the answer of Tory Democracy to
this danger. The .case for mon-
archy is presented by the Arch-
duke Otto. On more congenial
ground, so far as modern readers
are concerned, there is Roepke,
Jewkes, Oakeshott, and Hayek.

The rich diversity of views in
this anthology serve to make con-
servatism’s major point; men are
various, and their manifest indi-
viduality must be reflected in
social arrangements aimed at max-
imizing freedom. The believer in
liberty, label him as you please, is
one who respects human differ-
ences as somehow part of the
cosmic scheme; he does not feel
called upon to correct God or Na-
ture by uniformitarian politics
imposed on unwilling subjects. He
works toward a better society —
meaning one that is freer and
more just —but he knows that a
perfect society is a chimera and
the effort to achieve one leads to
new excuses for tyranny. He is
against social engineering because
he wants each person to work out
his own social destiny.

The book has an enlightening
Introduction by Professor Schuet-
tinger, and ample suggestions for
further reading. &
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The Kingdom on Earth

MARCH 1971 — the 25th Anniver-
sary of The Foundation for Eco-
nomic Education!

“Well, what on earth have you
accomplished in a quarter cen-
tury ?”

That is a valid question which,
alas, cannot be answered with a
Victory salute. Indeed, surface ap-
pearances point to nothing but
losses, the broad social practice of
freedom having steadily waned
through the years since FEE
began. In the light of such evi-
dence, why keep trying?

There is reason aplenty for per-
sistent effort, not only on our part
but on yours, whoever you are.

The private ownership, free ex-
change, limited government way of
life, more stumbled upon than
brought about by any precise de-
sign, has no long-range survival
value except as a supporting ra-

H . ANNIVERSARY OF FEE

LEONARD E. READ

tionality comes to the rescue.l This
remarkable politico-economic ar-
rangement cannot last without in-
tellectual, moral, and spiritual un-
derpinnings, many of which have
yvet to be discovered, understood,
explained. In the absence of un-
derstanding, coercive collectivism
— statism — spills in to occupy the
vacuum. Witness what’s happen-
ing!

In a sense, then, these 25 years
have been a period of probing be-
neath our waywardness to solid
foundations upon which to erect
and refine a rationale that will
make a free society possible.

Do our troubles stem from eco-
nomic illiteracy ? We thought so in
the beginning. Without discount-

1 For a development of this point, see
“A Role for Rationality” in my Let
Freedom Reign (Irvington-on-Hudson,
N.Y.: The Foundation for Economic Ed-
ucation, 1969), pp. 9-24.
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ing the need for economic under-
standing, we no longer view it as
the bedrock on which to build. For
were everyone lacking in moral
scruples, the mastery of economics
would not make a whit of differ-
ence. Fundamentally, ours is a
moral problem.

What Accounts for the
Rises and Declines of Society?

All history attests to the rise
and decline of nations, societies,
civilizations. And any thoughtful
person, when his own society ap-
pears to be on the wane, will try
to get at the root of the matter.
What is the unique strength of an
emerging society or the peculiar
weakness that leads toward social
decline? What accentuates these
ups and downs? Why this monot-
onous evolutionary-devolutionary
sequence?

If there were a simple and ob-
vious explanation, it long since
would have been brought into the
open for all to see and, hopefully,
bent to our purpose.

I believe that this obseure force,
or the lack of it, must be identified
with the human psyche; it is a
quality that develops or deterio-
rates in the minds of men. The
cause of these ups and downs oc-
curs within each individual. Con-
tagious, yes, for like begets like;
but this would be the only sense in
which the force might be con-
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strued as social. Unguestionably,
this is a personal problem.

What, then, can it be? I suggest
that it has to do with the rise and
decline of integrity: the accurate
reflection in word and deed of
whatever one’s highest conscience
dictates as Truth. Such dictates of
conscience may not in fact be
Truth but they are the nearest
approximation possible for any
human being — the closest he can
ever come to The Kingdom.

What is to be inferred from
“The Kingdom”? If one posits, as
I do, an Infinite Consciousness, an
out-of-reach Ideal — Creation —
then Infinite Truth is The King-
dom. And the eternal challenge to
imperfect man is that he bring
himself into as much possession of
Truth as he can.

The key is familiar, though
rarely understood as related to the
ups and downs of societies: “Seek
ye first the Kingdom of God and
his Righteousness, and these
things will be added unto you.”
This admonition is being ignored
and thus lies in near obscurity.

In other words, if one will first
and foremost seek Truth (The
Kingdom) and Righteousness (in-
tegrity), then these things—a
gocietal rise being one of “these
things” — will be the dividend.
But, seek first the dividend, there-
by relegating Truth and Right-
eousness to an inferior position,
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then the result surely will be a so-
ciety in decline. In the words of
C. S. Lewis, “Aim at Heaven and
you get earth thrown in. Aim at
earth and you will get neither.”2

Truth Is Righteousness

Now to my point: Truth and
Righteousness cannot be torn
asunder without obliterating
Truth; these are two sides of the
same moral coin, that is, they are
the inseparable components of The
Kingdom on earth! To illustrate:
It is a sin to feather my own nest
at the expense of others. My high-
est conscience pronounces this as a
Truth. For me to speak or write or
act in a contrary manner is to in-
dulge in dissimulation, to flout
Righteousness, to live a lie, to deny
the Truth that is within me.

With reference to the rise and
decline of integrity, it is neces-
sary, at the outset, to re-empha-
size that whatever any individual’s
conscience dictates as Truth may
not in fact be Truth but here, and
here alone, reside such Truths as
mankind possesses. One’s highest
conscience not only can but often
does hold fallacies and errors to be
Truths. No human being is or ever
has been free from this flaw. Thus,
even our most accurate reflections
— integrity — pronounce fallacies

2 See Mere Christianity by C. S. Lewis.
(London: Goeffrey Bles, Ltd., 1953), p.
106,
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and errors, perhaps more often
than not.

Reflect on the millions of people
who make perfectly honest pro-
nouncements on subjects about
which they know little, if anything
at all. For instance, according to
the tenets I hold to be Truths,
Karl Marx expounded numerous
errors, Yet, he was—at some
points —a man of integrity and
in 1848 proudly claimed this vir-
tue for himself and his kind: “The
communists disdain to conceal
their views and aims.” I like the
young Marx for that!

And I admire integrity in every-
one despite the fact that accurate
reflection in word and deed pro-
jects an enormous amount of non-
sense.

Consider those who speak or
write or act contrary to what they
believe to be Truth, those who
practice dissimulation. Is nonsense
thereby curbed? Indeed, it is not;
it is multiplied. Were everyone to
behave in this manner, Truth
would have no way of coming to
light — mankind confronted en-
tirely with falsehood!

There are Truths and many are
known, else we would not be here.
But we must look upon man-per-
ceived Truths as extreme rarities
when compared to Infinite Truth.
These rare and precious gems of
Truth, like diamonds, are mined
—brought to the surface— for
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man’s use in company with inordi-
nate amounts of useless residue.

When integrity is the rule, fal-
lacies and errors are brought hon-
estly into the open, where they
can be seen and discarded. Pre-
cisely as in mining, the waste is
relegated to the slag pile!

“We are all dwarfs mounted
upon the shoulders of giants.”?
Who are the giants, the ones on
whose shoulders all of us are
mounted? FExclusively the ones
who have, over the ages, combined
Righteousness with such Truths as
they apprehended — men of integ-
rity! Civilization, indeed the very
existence of mankind, rests on in-
tegrity! Civilizations can rise only
as that virtue is practiced and held
sacred; they must decline when
dissimulation is the mood and the
mode.

Wrong Procedures

What of those who seek first the
dividends rather than the King-
dom? What are “these things”?
One need not look into the be-
havior of others in order to find
this reversal of emphasis. I can
look into the mirror and there are
plenty of examples. True, some of
these desires for “things” have
been overcome, disciplined out of
practice, but the scars remain and
the memories persist as tempta-

3 Fulbert of Chartres (Eleventh

Century)
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tions. However, they must be rec-
ognized for what they are — “these
things” or dividends — if I am not
to yield to them.

For instance, I wish to be favor-
ably received by a certain schol-
arly, affluent individual who be-
lieves in the essentially free so-
ciety — except tariffs. Shall I con-
ceal from him my belief in free
exchange, thus trying to win his
approbation, or shall 1 reveal what
my conscience dictates as Truth,
inviting his enmity ? This is a con-
siderable temptation. But if I were
to yield, and everyone else did the
same, freedom in transactions
would be an unknown concept. To
yield is dissimulation; not to yield
is integrity.

Or, take the thesis I'm pro-
pounding here. Suppose ‘“The
Kingdom” were positively scorned
by everyone else rather than sim-
ply ignored as it is today by those
who proclaim that God is dead.
Shall I reveal, or conceal, what
my conscience dictates as Truth?
One is tempted to “go along”
with the crowd, rather than risk
abuse and disgrace.

“T must be practical” is among
the most forbidding obstacles to
Righteousness. When socialism is
rampant, as now, there is the
temptation to weasel, to com-
promise or, at best, to counsel a
cautious and gradual retreat, thus
condoning by implication the so-
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cialistic thesis. I once agked a dis-
tinguished economist why he in-
serted one socialistic chapter in an
otherwise excellent book. He
thought it would save him from
excessive condemnation by the
academic fraternity. There is the
temptation not to stand alone with
conscience; one fears being re-
garded as “a nut.”

Fame, fortune, acclaim, popu-
larity, and the like are “these
things.” And to seek them first is
to risk a substitution of dissimu-
lation for integrity. Seek Truth,
then “these things” come along as
the dividend.

Admittedly, this basic admoni-
tion calls for faith in something
beyond the obvious. Why my
faith?

Not Dangerous to Be Honest

Twenty-six years ago, I came to
New York City as the Executive
Vice-President of the National In-
dustrial Conference Board. Short-
ly after arrival, I was invited to
meet with a dozen top corporate
executives, an ad hoc affair unre-
lated to the NICB. Following din-
ner, the purpose of the meeting
was revealed: “We are here not to
discuss the merits or demerits of
the Full Employment Act; we are
all opposed to it. The question is,
what shall we do about it?” Im-
mediately, I resolved to be a listen-
er only. For how these men might
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appraise the newcomer would have
much to do with my career.

For two hours I listened: “We
must not reveal our position; in-
stead, we shall hire college pro-
fessors to appear before the Con-
gressional Committee and speak
our piece.” And so on.

Finally, one of them asked my
views. The thoughts that raced
through my mind! If I tell these
men what I really think, I am
a goner. Not to tell them is to
live a lie, to seek approval before
men rather than God. I told them!
There was dead silence, my fate
seemingly sealed. Then one of
them exclaimed, “Read is right!”

As it turned out, their views
were presented openly to the Con-
gress by one of them. As for me,
this was among the most reward-
ing and instructive experiences of
my life. Every one of that group
welcomed me as a friend, often
seeking my counsel. Why? Each
felt certain that I would tell him
the truth as I saw it.

Experience tells me it is mnot
dangerous to be honest, to practice
integrity. Indeed, accurate reflec-
tion of what one believes to be
Truth engenders respect, trust,
friendliness — assuming, of course,
that one is not argumentative,
abusive, cantankerous. And why
should one be? I have no call to
compel anyone to accept my views;
my moral obligation is to express
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my thoughts honestly for what-
ever others may wish to make of
them.

Truth for Its Own Sake

While it is true that integrity
breeds respect, trust, friendliness,
and other desiderata, it is well to
keep in mind that these are only
dividends. Therefore, it is not for
these that one is righteous but
for Truth’s sake, and that alone.
It is simply a matter of getting
the priorities in proper order.

Finally, the individual who
practices integrity is teachable
for, by definition, he is a Truth
seeker. The dissimulator, on the
other hand is, at best, no more

To Reverse the Direction
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than a dividend seeker. He has
torn Truth and Righteousness
apart and, thus, has alienated
himself from such Truth as is
within him. Until he reverses the
priorities, he is not educable.
As one reflects on this subject,
it becomes obvious that when dis-
simulation is widespread, as it
seems to be now, nations, socie-
ties, civilizations suffer decline.
To reverse the direction requires
only that integrity become the
way, the mode, the style. Then
Truth will out —not all at once,
never fully to any man or any
generation or even during any
century, but bit by bit to those
who persist in the eternal search.

®

ONE FREE MAN says frankly what he thinks and feels in the midst
of thousands who by their actions and words maintain just the
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LIBERTY

opposite. It might be supposed that the man who has frankly ex-
pressed his thought would remain isolated, yet in most cases it
happens that all, or the majority, of the others have long thought

and felt the same as he, only they have not expressed it. And what

vesterday was the novel opinion of one man becomes to-day the

general opinion of the majority. And as soon as this opinion is

established, at once by imperceptible degrees but irresistibly, the

conduct of mankind begins to alter.

LEO TOLSTOY, from the essay,
“Patriotism and Christianity’”’ (1894)
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ONE WOULD GET the impression,
reading most of the discussions in
today’s American newspapers and
magazines, that no one had ever
thought of doing anything for the
poor until Franklin Roosevelt’s
New Deal in the 1930’s, or even
until President Johnson’s “war on
poverty” in the 1960’s. Yet private
charity is as old as mankind; and
the history of governmental poor
relief, even if we ignore the an-
cient world, can be traced back
more than four centuries.

In England the first poor law
was enacted in 15386. In 1547 the
city of London levied compulsory
taxes for the support of the poor.
In 1572, under Elizabeth, a com-

Henry Hazlitt is well-known to FREEMAN
readers as authar, columnist, editor, lecturer,
and practitioner of freedom. This article will
appear as a chapter in a forthcoming book,
The Conguest of Poverty, to be published by
Arlington House.

HENRY HAzZLITT

The Poor Laws of England

pulsory rate was imposed on a na-
tional scale. In 1576 the compul-
sion was imposed on local author-
ities to provide raw materials to
give work to the unemployed. The
Statute of 1601 compelled the Ov-
erseers of the Poor in every parish
to buy “a convenient stock of flax,
hemp, wool, thread, iron and other
stuff to set the poor to work.”

It was not compassion alone, or
perhaps even mainly, that led to
these enactments. During the reign
of Henry VIII, bands of “sturdy
beggars” were robbing and terror-
izing the countryside, and it was
hoped that the relief or the provi-
sion of work would mitigate this
evil,

Poor relief, once started, kept
growing. According to the early
statistician, Gregory King.(1648-
1712), toward the end of the sev-
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enteenth century over one million
persons, nearly a fifth of the whole
English nation, were in occasional
recéipt of alms, mostly in the form
of public relief paid by the parish.
The poor rate was a charge of
nearly £800,000 a year on the
country and rose to a million in
the reign of Anne.

“There was seldom any shame
felt in receiving outdoor relief,
and it was said to be given with a
mischievous profusion. Richard
Dunning declared that in 1698
the parish dole was often three
times as much as a common labor-
er, having to maintain a wife and
three children, could afford to ex-
pend upon himself; and that per-
gons once receiving outdoor relief
refuse ever to work, and ‘seldom
drink other than the strongest ale-
house beer, or eat any bread save
what is made of the finest wheat
flour.’ The statement must be re-
ceived with caution, but such was
the nature of the complaint of
some rate-payers and employers
about the poor law.”!

Guaranteed Income

In 1795 a momentous step was
taken that enormously aggravated
the whole relief problem, The jus-
tices of Berkshire, meeting at
Speenhamland, decided that wages
below what they considered an ab-

1 G. M. Trevelyan. English Social His-
tory (David McKay, 1942), p. 278.
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solute minimum should be supple-
mented by the parish in accord-
ance with the price of bread and
the number of dependents a man
had. Their decision received par-
liamentary confirmation the next
year. In the succeeding 35 years
this system (apparently the first
“guaranteed minimum income”)
brought a train of evils.

The most obvious to the taxpay-
ers was a geometric rise in the
cost of relief. In 1785 the total
cost of poor law administration
was a little less than £2 million;
by 1803 it had increased to a little
more than £4 million; and by 1817
it had reached almost £8 million.
This final figure was about one-
sixth of total public expenditure.
Some parishes were particularly
hard hit. One Buckinghamshire
village reported in 1832 that its
expenditure on poor relief was
eight times what it had been in
1795 and more than the rental of
the whole parish had been in that
year.2 One village, Cholesbury, be-
came bankrupt altogether, and
others were within measurable
distance of it.

But even the public expense was
not the worst of the evil. Much
greater was the increasing demor-
alization of labor, culminating in
the riots and fires of 1830 and
1831.

2 Encyclopaedia Britannica, 1965. Ar-
ticle, “Poor Law.” Vol. 18, p. 218.
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It was in the face of this situa-
tion that the Whig government
decided to intervene. In 1832 a
royal commission was appointed to
inquire into the whole system. It
sat for two years. The report and
recommendations it brought in be-
came the bagis of the reforms
adopted in Parliament by a heavy
majority (319 to 20 on the second
reading) and embodied in the Poor
Law Amendment Act of 1834.

The report was signed by the
nine commissioners. The secretary
was Edwin Chadwick; one of the
commissioners was the eminent
economist, Nassau W. Senior. The
text of the report itself ran to 362
pages; together with its appen-
dices it came to several bulky vol-
umes. It was widely regarded as a
“masterly example of a thorough,
comprehensive, and unbiased in-
quiry.” As late as 1906, one Brit-
ish writer, W. A. Bailward, de-
scribed it as a “Blue-book which,
as a study of social conditions, has
become a classic.”s

Repeating Ancient Errors

But today the report is just as
if it had never existed. Schemes
are being proposed on all sides,
which their sponsors assume to be
brilliantly original, but which
would restore the very relief and

3 J. St. Loe Strachey (ed.), The Manu-
facture of Paupers (London: John Mur-
ray, 1907), p. 108.
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income-guarantee systems that
failed so miserably in the late
eighteenth and early nineteenth
centuries, and which the report of
1834 so devastatingly analyzed.

The Speenhamland plan, and
schemes like it, endeavored to in-
sure that people were paid, not in
accordance with the going rate of
wages, or the market value of their
services, but in accordance with
their “needs,” based on the size of
their families. A married man was
paid more than a single man, and
paid still more on a scale upward
in accordance with the number of
his children. The government —
i.e.,, the taxpayers — paid the dif-
ference between his market rate
of wages and this scale of mini-
mums.

One effect, of course, was to de-
press the market rate of wages,
because the employer found he
could reduce the wages he offered
and let the taxpayers make up the
deficiency. It made no difference to
the worker himself who paid him
how much of the fixed total that
he got. Another effect was to de-
moralize the efficiency of labor, be-
cause a man was paid in accord-
ance with the size of his family
and not in accordance with the
worth of his efforts. The average
unskilled laborer had nothing to
gain by improving his efforts and
efficiency, and nothing to lose by
relaxing them.
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Conditions in 1834

But let us turn to the text of the
Commission’s report, and let the
following excerpts speak for them-
selves. They are taken almost at
random:

“The laborer under the existing
system need not bestir himself to
seek work; he need not study to
please his master; he need not put
any restraint upon his temper; he
need not ask relief as a favor. He
has all a slave’s security for sub-
sistence, without his liability to
punishment. As a single man, in-
deed, his income does not exceed a
bare subsistence; but he has only
to marry, and it increases. Even
then it is unequal to the support
of a family; but it rises on the
birth of each child. If his family is
numerous, the parish becomes his
principal paymaster; but small as
the usual allowance of 2s. a head
may be, yet when there are more
than three children, it generally
exceeds the average wages given
in a pauperized district. A man
with a wife and six children, en-
titled, according to the scale, to
have his wages made up to 16s. a
week, in a parish where the wages
paid by individuals do not exceed
10s. or 12s., is almost an irrespon-
sible being. All the other classes
of society are exposed to the vicis-
situdes of hope and fear; he alone
has nothing to lose or to gain. ...

“The answer given by the mag-
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istrates, when a man’s conduct is
urged by the overseer against his
relief, is: ‘We cannot help that;
his wife and family are not to
suffer because the man has done
wrong.’ ...

“Too frequently petty thieving,
drunkenness, or impertinence to a
master, throw able-bodied labor-
ers, perhaps with large families,
on the parish funds, when relief
is demanded as a right, and if re-
fused, enforced by a magistrate’s
order, without reference to the
cause which produced his distress,
viz., his own misconduct, which re-
mains as a barrier to his obtain-
ing any fresh situation, and leaves
him a dead weight upon the hon-
esty and industry of his parish....

“It appea}s to the pauper that
the government has undertaken to
repeal, in his favor, the ordinary
laws of nature; to enact that the
children shall not suffer from the
misconduct of their parents — the
wife for that of the husband, or
the husband for that of the wife:
that no one shall lose the means of
comfortable subsistence, whatever
be his indolence, prodigality, or
vice: in short, that the penalty
which, after all, must be paid by
some one for idleness and improvi-
dence, is to fall, not on the guilty
person or on his family, but on
the proprietors of the lands and
houses encumbered by his settle-
ment. . . .
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“‘In the rape of Hastings,’ says
Mr. Majendie, ‘the assistant over-
seers are reluctant to make com-
plaints for neglect of work, lest
they should become marked men
and their lives rendered uncom-
fortable or even unsafe. Farmers
permit their laborers to receive
relief, founded on a calculation of
a rate of wages lower than that
actually paid: they are unwilling
to put themselves in collision with
the laborers, and will not give an
account of earnings, or if they do,
beg that their names not be men-
tioned. . . . Farmers are afraid to
express their opinions against a
pauper who applies for relief, for
fear their premises should be set
fire to. . . .

“‘In Brede, the rates continue
at an enormous amount. The over-
seer says much of the relief is al-
together unnecessary; but he is
convinced that if an abatement
was attempted, his life would not
be safe.’ . . . ‘I found in Cam-
bridgeshire,” says Mr. Power, ‘that
the apprehension of this dreadful
and easily perpetrated mischief
[fire] has very generally affected
the minds of the rural parish offi-
cers of this country, making the
power of the paupers over the
funds provided for their relief al-
most absolute, as regards any dis-
cretion on the part of the over-
seer.” ...

“Mr. Thorn, assistant overseer
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of the parish of Saint Giles, Crip-
plegate, London, says —

“‘The out-door relief [i. e., re-
lief given outside of a poorhouse]
in the city of London would re-
quire almost one man to look after
every half dozen of able-bodied
men, and then he would only suc-
ceed imperfectly in preventing
fraud. They cheat us on all
hands. . ..

“ ‘By far the greater proportion
of our new paupers are persons
brought upon the parish by habits
of intemperance. . . . After relief
has been received at our board, a
great portion of them proceed with
the money to the palaces of gin-
shops, which abound in the neigh-
borhood. However diligent an as-
sistant overseer, or an officer for
inquiry, may be, there are numer-
ous cases which will baffle his ut-
most diligence and sagacity. . ..

“ It is the study of bad paupers
to deceive you all they can, and as
they study their own cases more
than any inquirer can study each
of the whole mass of different
cases which he has to inquire into,
they are sure to be successful in a
great many instances. The only
protection for the parish is to
make the parish the hardest task-
master and the worst paymaster
than can be applied to.””

To economize space, my remain-
ing quotations from the Commis-
sioners’ criticisms of the condi-



142

tions they found must be few and
brief,

In many parishes, ‘“‘the pressure
of the poor-rate [i. e., taxes on
property] has reduced the rent to
half, or to less than half, of what
it would have been if the land had
been situated in an unpauperized
district, and some in which it has
been impossible for the owner to
find a tenant....”

“Says Mr. Cowell: ‘The acquain-
tance I had with the practical op-
eration of the Poor Laws led me
to suppose that the pressure of the
sum annually raised upon the rate-
payers, and its progressive in-
crease, constituted the main in-
convenience of the Poor Law sys-
tem. The experience of a few weeks
served to convince me that this
evil, however great, sinks into in-
significance when compared with
the dreadful effects which the sys-
tem produces on the morals and
happiness of the lower orders....””

The relief system was found to
encourage ‘bastardy.” “To the
woman, a single illegitimate child
is seldom any expense, and two or
three are a source of positive prof-
it. . . . The money she receives is
more than sufficient to repay her
for the loss her misconduct has
occasioned her, and it really be-
comes a source of emolument. . ..

“The sum allowed to the mother
of a bastard is generally greater
than that given to the mother of a
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legitimate child; indeed the whole
treatment of the former is a direct
encouragement to vice, . ..

“Witness mentioned a case
within his own personal cogniz-
ance, of a young woman of four-
and-twenty, with four bastard chil-
dren; she is receiving 1s. 6d. week-
ly for each of them. She told him
herself, that if she had one more
she should be wvery comfortable.
Witness added, ‘They don’t in re-
ality keep the children; they let
them run wild, and enjoy them-
selves with the money.’ ”

Much Like Today

Given a modernization of phras-
eology and an appropriate change
in the monetary amounts men-
tioned, this description of relief
conditions and consequences in the
early years of the nineteenth cen-
tury could easily pass as a descrip-
tion of such conditions in, say,
New York City in 1971.

What, then, in the face of these
results of the prior Poor Law,
were the recommendations of the
commission? It desired to assure
“that no one need perish from
want”; but at the same time it
suggested imposing conditions to
prevent the abuse of this assur-
ance.

“It may be assumed, that in the
administration of relief, the pub-
lic is warranted in imposing such
conditions on the individual re-
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lieved as are conducive to the bene-
fit either of the individual himself,
or of the country at large, at
whose expense he is to be relieved.

“The first and most essential of
all conditions .. . is that his situa-
tion on the whole shall not be
made really or apparently so eligi-
ble [i. e., attractive] as the situa-
tion of the independent laborer of
the lowest class. Throughout the
evidence it is shown, that in pro-
portion as the condition of any
pauper class is elevated above the
condition of independent laborers,
the condition of the independent
class is depressed; their industry
is impaired, their employment be-
comes unsteady, and its remunera-
tion in wages is diminished. Such
persons, therefore, are under the
strongest inducements to quit the
less eligible class of laborers and
enter the more eligible class of
paupers. . Every penny be-
stowed, that tends to render the
condition of the pauper more eli-
gible than that of the independent
laborer, is a bounty on indolence
and vice. . . .

“We do not believe that a coun-
try in which . . . every man, what-
ever his conduct or his character
[is] ensured a comfortable subsist-
ence, can retain its prosperity, or
even its civilization.

“The main principle of a good
Poor-Law administration [is] the
restoration of the pauper to a po-
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sition below that of the independ-
ent laborer.”

The report then followed with
its detailed recommendations,
which involve many administra-
tive complexities.

The Workhouse System

In 1841, seven years after the
enactment of the new Poor Law,
when a whole series of amend-
ments were being proposed to it
by various members of Parlia-
ment, Nassau Senior, in an anony-
mous pamphlet signed merely “A
Guardian,” came to the defense of
the original act, and explained its
rationale perhaps in some ways
better than did the original report.

“In the first place,” he wrote,
“it was necessary to get rid of the
allowance system — the system un-
der which relief and wages were
blended into one sum, the laborer
was left without motive to indus-
try, frugality, or good conduct,
and the employer was forced, by
the competition of those around
him, to reduce the wages which
came exclusively from his own
pocket, and increase the allowance
to which his neighbors contrib-
uted.

“Supposing this deep and wide-
ly extended evil to be extirpated,
and the poorer classes to be divid-
ed into two marked portions — in-
dependent laborers supported by
wages and paupers supported by
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relief — there appeared to be only
three modes by which the situa-
tion of the pauper could be ren-
dered the less attractive.

“First, by giving to the pauper
an inferior supply of the neces-
saries of life, by giving him worse
food, worse clothing, and worse
lodging than he could have ob-
tained from the average wages of
his labor. ...

“A second mode is to require
from the applicant for relief, toil
more severe or more irksome than
that endured by the independent
laborer. . ..

“The third mode is, to a certain
degree, a combination of the two
others, avoiding their defects. It
is to require the man who demands
to be supported by the industry
and frugality of others to enter an
abode provided for him by the
publie, where all the necessaries of
life are amply provided, but ex-
citement and mere amusement are
excluded — an abode where he is
better lodged, better clothed, and
more healthily fed than he would
be in his own cottage, but is de-
prived of beer, tobacco, and spirits
—is forced to submit to habits of
order and cleanliness — is separat-
ed from his usual associates and
his usual pastimes, and is subject
to labor, monotonous and uninter-
esting. This is the workhouse sys-
tem.”

The Royal Commission, in de-
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fending that system, had argued
that even if “relief in a well-regu-
lated workhouse” might be, “in
some rare cases, a hardship, it ap-
pears from the evidence that it is
a hardship to which the good of
society requires the applicant to
submit. The express or implied
ground of his application is, that
he is in danger of perishing from
want. Requesting to be rescued
from that danger out of the prop-
erty of others, he must accept as-
gistance on the terms, whatever
they may be, which the common
welfare requires. The bane of all
pauper legislation has been the
legislation for extreme cases. Ev-
ery exception, every violation of
the general rule to meet a real case
of unusual hardship, lets in a
whole class of fraudulent cases,
by which that rule must in time be
destroyed. Where cases of real
hardship occur, the remedy must
be applied by individual charity,
a virtue for which no system of
compulsory relief can be or ought
to be a substitute.”

Destroying the Beneficiary

To later generations the reforms
introduced by the Poor Law
Amendments of 1834 came to seem
needlessly harsh and even heart-
less. But the Poor Law Commis-
sioners did courageously try to
face up to a two-sided problem
that the generation before them
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had ignored and many of the pres-
ent generation seem once more to
ignore — “the difficult problem” as
Nassau Senior put it, “how to af-
ford to the poorer classes adequate
relief without material injury
to their diligence or their provi-
dence.” In his 1841 pamphlet we
find him rebuking “the persons
who would legislate for extreme
cases — who would rather encour-
age any amount of debauchery,
idleness, improvidence, or impos-
ture, than suffer a single applicant
to be relieved in a manner which
they think harsh. . .. [They] would
reward the laborer for throwing
himself out of work, by giving
him food better, and more abun-
dant, than he obtained in inde-
pendence. . . . They are governed
by what they call their feelings,
and those feelings are all on one
side. Their pity for the pauper ex-
cludes any for the laborer, or for
the rate-payer. They sympathize
with idleness and improvidence,
not with industry, frugality, and
independence. . . . It is scarcely
necessary to remind the reader of
the well-known principle, that if
relief be afforded on terms which
do not render it less eligible than
independent labor, the demand for
it will increase, while there is a
particle of property left to appease
it.”

However the Poor Law reform
of 1834 may be considered by many
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today, it proved sufliciently satis-
factory to successive British gov-
ernments to be retained with only
minor changes until the end of the
nineteenth century. But there was
mounting sentiment against it as
the years wore on. Much of this
was stirred up by the novels of
Charles Dickens and others, with
their lurid pictures of conditions
in the workhouses. Toward the
end of the century the more
stringent regulations were gradu-
ally relaxed. In 1891 supplies of
toys and books were permitted in
the workhouses. In 1892 tobacco
and snuff could be provided. In
1900 a government circular recom-
mended the grant of outdoor re-
lief (i. e., relief outside of the
workhouses) for the aged of good
character.

A 1905 War on Poverty

A new Royal Commission on the
Poor Laws was set up in 1905.
(One member was Beatrice Webb.)
It brought in a report in 1909,
but as the report was not unani-
mous, the Government took no ac-
tion on it. However, new “social
legislation” continued to be en-
acted. An Old Age Pensions Act
was passed in 1908. And in 1909
David Lloyd George, the radical
chancellor of the exchequer, an-
ticipating President Lyndon John-
son’s “war on poverty” by more
than half a century, exclaimed in
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introducing his new budget: “This
is a war budget for raising money
to wage implacable warfare
against poverty and squalidness.”

Finally, the National Insurance
Act of 1911, providing sickness
and unemployment benefits on a
contributory basis to a selected
group of industrial workers,
marked the birth of the modern
Welfare State in England, which
reached maturity with the enact-
ment of the Beveridge reforms in
1944.

But the Poor Law Commission-
ers of 18384, and the Parliament
that enacted their recommenda-
tions, had frankly recognized and
faced a problem that their politi-
cal successors seem, as I have said,
almost systematically to ignore —
“the difficult problem,” to quote
once more the words in which
Nassau Senior stated it, “how to
afford to the poorer classes ade-
quate relief without material in-
jury to their diligence or their
providence.”

How to Afford Relief
Without Destroying Incentives

Is this problem soluble? Or does
it present an inescapable dilemma ?
Can the state undertake to pro-
vide adequate relief to everybody
who really needs and deserves it
without finding itself supporting
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the idle, the improvident, and the
swindlers? And can it frame rigid
rules that would adequately pro-
tect it against fraud and impos-
ture without as a result denying
help to some of those really in
need? Can the state, again, pro-
vide really ‘“adequate” relief for
any extended period even to the
originally “deserving” without un.
dermining or destroying their in-
centives to industry, frugality,
and self-support? If people can get
an adequate living without work-
ing, why work? Can the state,
finally, provide “adequate” relief to
all the unemployed, or, even more,
guaranteed incomes for all, with-
out undermining by excessive tax-
ation the incentives of the work-
ing population that is forced to
provide this support? Can the
state, in sum, provide “adequate”
relief to all without gravely dis-
couraging and inhibiting the pro-
duction out of which all relief must
come? — without letting loose a
runaway inflation? — without go-
ing bankrupt?

This apparent dilemma may be
surmountable. But no relief sys-
tem or welfare-state system so far
embarked upon has satisfactorily
surmounted it; and the problem
certainly cannot be solved until the
alternatives it presents are can-
didly recognized and examined. ®
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RADICAL ECONOMICS
OLD

A ND

NEW

MosT modern economists openly
profess disinterest in ideological
and political matters. They go
about their studies, proclaiming
ethical neutrality and freedom
from bias, to specialize in a great
many details of economic phenom-
ena. The profession is more and
more divided into groups specializ-
ing in diverse kinds of research so
that few members are able to un-
derstand the whole field or relate
to it the work done in these spe-
cialties. The writing of compre-
hensive treatises on ‘“principles of
economics” has virtually ceased
and few students are ever intro-
duced to the eternal principles of
human action.

Yet, these same economists who
claim the scientific dignity of ethi-
cal neutrality readily pass judg-
ment on social and political af-
fairs. In fact, they are busily un-

Dr, Sennholz heads the Department of Eco-
nomics at Grove City College and is a noted
writer and lecturer for freedom.

dermining the classical economics
that believed in the harmony of
interests and social beneficence of
the competitive private-property
economy. Espousing the theory of
“monopolistic competition,” they
condemn the structure and work-
ing of the market system and the
power of private firms which are
said to administer their outputs
and selling prices and fix their
payments to labor. The main body of
the profession embraces “Keynes-
ian” doctrines and theories, which
have dealt a severe blow to the
economics of individual enter-
prise and promoted radical gov-
ernment intervention. Keynesians
are convinced that the market
economy fails to attain and main-
tain an appropriate flow of money
through the system, or “effective
demand” for all products, that it
lacks over-all stability or steady
growth. The system’s grave liabil-
ity, they proclaim, is its failure to
automatically correct its own mal-
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adjustments which occur as de-
pressions and inflations.

These modern developments of
economic theory contributed to the
growth of new attitudes among
the electorate and clamor for new
public policies. Hence, the ideo-
logical and political trends toward
new-style liberalism and control-
type socialism. And above all, a
new radicalism bubbles through
the profession.

The old radicalism consisted of
a few Marxian professors who had
the rare courage to openly confess
allegiance to the concepts and doc-
trines of their master. But while
there are few professed Marxians
in the American economic profes-
sion, a great deal of Marxism has
swayed the thinking of countless
economists. Marxian surplus value
theory, commonly called “exploita-
tion theory,” has been widely ac-
cepted in economic thought, in
American legislation and labor
policy. The Marxian theory of
capital concentration and business
monopoly is embraced by most
Americans and is used as a guide-
post by the Department of Justice
in its antitrust activities. Finally,
Lenin’s doctrine of capitalist co-
lonialism and imperialism is wide-
ly accepted as the explanation of
foreign affairs, causing our gov-
ernment to help purge European
colonialism from all corners of the
world.
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The new radicalism represented
by an organization of younger
economists in the Union for Rad-
ical DPolitical Economics, with
counterparts in most other social
sciences, demands drastic domes-
tic reforms and an end to the war
in Vietnam.

The private-property-individual-
enterprise order is summarily con-
demned in terms of Marxian anal-
ysis. In addition, it is criticized
for its tendency to create such
problems as inflation, urban decay,
pollution, racial conflict, and many
other ills of contemporary society.

Even economists schooled in the
classical tradition are joining the
chorus of vocal critics. The pri-
vate enterprise system, they con-
tend, does not lead to maximum
welfare because many social costs
are ignored in the calculation of
welfare. Large blocs of externali-
ties, which are social costs not in-
cluded in private costs, are charac-
teristic of the enterprise system.
These externalities are destroying
our physical environment and pre-
cipitating disaster for the human
race.

Robert U. Ayres and Allen V.
Kneese make such charges in an
essay on “Production, Congsump-
tion and Externalities.” (Ameri-
can Economic Review, June, 1969,
pp. 282-297). Private businessmen
are discharging wastes into the
atmosphere and water courses
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without cost to themselves. And
consumers do not fully use up,
through the act of economic con-
sumption, the material elements
that enter production. Almost 3
billion tons of residue are going
back annually into our environ-
ment. This is becoming unbear-
able, especially in mass urban so-
cieties with growing populations
and rising material output. Ad hoe
taxes and government restrictions
are not sufficient to cope with the
growing problem. Central, or at
least regional, control is needed;
and above all, 2 new economics
must be devised that considers
waste disposal an integral part of
the production and consumption
process, and places it within the
framework of general equilibrium
analysis. “Under conditions of in-
tensive economic and population
development the environmental
media which can receive and as-
similate residual wastes are not
free goods but natural resources
of great value with respect to
which voluntary exchange cannot
operate because of their common
property characteristics.”

Such observations reflect an un-
bounded faith in the political and
bureaucratic process. No matter
what the grievance may be, the
blame is always laid on private
property and individual enterprise,
and the solution is always more
government!
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Who is Polluting?

Even some of the facts are
grossly misstated. The worst of-
fenders are not private business-
men in their search for profits, but
government itself rendering eco-
nomic services in a primitive man-
ner. Urban communities are pol-
luted by an increasingly formid-
able cascade of solid waste, such
as garbage and trash, rubbish and
debris. According to a preliminary
report made in 1968 by the Bureau
of Solid Waste Management in the
U. S. Public Health' Service, only
64 per cent of the nation’s people
lived in communities that had ref-
use collection systems. About half
of household wastes were collected
by public agencies, and one-third
by private collectors; the rest was
disposed by householders them-
selves. Most commercial and in-
dustrial wastes were handled by
private collectors. And most of the
dumps and incinerators were oper-
ated by public authorities or li-
censed contractors working for
public authorities,

These facts primarily indict
government rather than profit-
seeking enterprise for our envi-
ronmental crisis.

Or take the pollution of our
waterways. Who is discharging
pollutants into streams and rivers,
lakes and oceans? Lake Erie, the
most polluted inland body of
water, is an example. According to
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independent surveys, the city of
Cleveland is by far the worst of-
fender, followed by Toledo and
Buffalo and other cities. Numerous
public sewer authorities discharge
thousands of tons of waste into
the lake every day. So filthy is
Cleveland’s Cuyahoga River that
it catches fire occasionally and
traps tugs and boats in its flames.
Surely, Lake Erie would suffer no
serious pollution were it not for
sewer authorities established and
operated by government.

Under common law, the beds of
navigable bodies of water are gov-
ernment property. Can it be sur-
prising then that government it-
self either is polluting the lakes
and rivers or permits them to be
polluted? To blame individual en-
terprise is an obvious distortion of
facts.

It is true, public attitude toward
government property usually dif-
fers from that toward private prop-
erty. While the latter is generally
respected and the owner protected
in its use, government property is
treated as a common good without
an owner. Unless it is guarded by
a host of inspectors and policemen,
it is used and abused by the citi-
zenry as if it were free. This com-
mon attitude can hardly be con-
strued as recommendation for
more government ownership or
control over environmental re-
sources,
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The Air We Breathe

The third pollution that is often
laid on the doorstep of profit-seek-
ing enterprise is the contamina-
tion of the air we breathe. In a
stinging criticism of the “conven-
tional wisdom” of economics, E. J.
Mishan of the London School of
Economices and Political Science
called the private automobile one
of the great disasters of the hu-
man race. It pollutes the air, clogs
city streets, and contributes to
the destruction of natural beauty.
The economic growth it represents
conflicts with social welfare.
(“Economic Priority: Growth or
Welfare” in Political Quarterly,
January, 1969).

Such a severe indictment of the
automobile is tantamount to a re-
jection of one of the most splendid
fruits of private enterprise. There
are few, if any, private automo-
biles in collective economies, from
Soviet Russia to Castro Cuba. The
automobile means high standards
of living, great individual mobility
and productivity, and access to the
countryside for recreation and en-
joyment. In rural America. it is the
only means of transportation that
assures employment and income.
Without it, the countryside would
surely be depopulated and our
cities far more congested than
now.

The air pollution in our cities,
the smoke, haze, and smog, never-
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theless present grave health haz-
ards to millions of city dwellers.
Is individual enterprise that man-
ufactured those millions of auto-
mobiles not responsible for most
of the city pollution?

Zoning and Other Intervention

Again, the blame for the in-
tolerable pollution of city air rests
mainly with government. In par-
ticular, three well-established po-
litical practices have contributed
to the environmental dilemma.
First, zoning has become a popu-
lar legislative method of govern-
ment control over the use of land.
Primarily applied in urban areas,
zoning constitutes government
planning along “orderly lines,” to
control congestion in houses and
neighborhoods, height, size and
appearance of buildings and their
uses, density of population, and so
on, Surely, zoning has shaped the
growth of American cities ever
since the 1920’s when it became
popular.

Take Los Angeles, for instance.
Radical zoning ordinances made it
the largest U.S. city in area, a
vast sprawling metropolis of more
than 455 square miles in which
transportation is an absolute ne-
cesgity. The resident of Los An-
geles may travel a hundred miles
every day to work, shop, eat, to
attend school or church, or to seek
recreation or entertainment. Pub-
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lic transportation cannot possibly
meet the millionfold needs of Los
Angeles transportation; only the
private automobile can.

Secondly, in nearly all Ameri-
can cities public transportation
has deteriorated to disgraceful
levels of inefficiency and discom-
fort. The private companies that
first provided the service were
regulated and taxed into losses,
and finally replaced by public au-
thorities. Under their control,
mass transportation has generally
deteriorated in quality and quan-
tity while the costs have soared,
as in the New York City subways,
for example.

Public transport authorities are
easy prey for militant unions. Pol-
iticians or their appointees can-
not easily resist the demands of
teamsters locals and their allies,
despite the resultant inefficiency
and high cost. The traveling pub-
lic is frequently left stranded by
organized work stoppages, slow-
downs, and other union tactics.
When public transportation is
most urgently needed, in the vaca-
tion or holiday season, it is often
struck by one of the unions.

The privately-owned mass trans-
portation media are taxed by a
host of government authorities
until their services deteriorate or
even sputter to a halt. The ex-
amples are legion. But the recent
bankruptcy of the Penn Central
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Railroad illustrates the point.
Even in bankruptcy, public tax
authorities are crowding the
courts to force collection of their
levies. While labor unions threaten
nationwide walkouts, government
tax collectors prey on railroad in-
come and assets. And when a com-
pany finally petitions its regula-
tory authority to halt some loss-
inflicting service, it may be denied
the right to do so. If permission
is granted, local courts may order
the company to continue the serv-
ice and bear the losses. Can it be
surprising, then, that service re-
luctantly rendered is minimal and
poor?

When public transportation is
dismal, undependable and ineffi-
cient, neglected and uncomforta-
ble, primitive and costly, people
naturally provide their own trans-
portation. And millions of private
automobiles are clogging the city
streets adding their exhaust fumes
to the city air.

Finally, there is the tendency to
treat road and highway invest-
ments, no matter how huge, as
“free goods” that are available to
anyone without charge. City gov-
ernments endeavor to provide ade-
quate approach roads for unre-
stricted use of the automobile,
continually constructing new ex-
pressways on the city’s fringes. It
is true, a great number of high-
way taxes are levied on those who
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use the highways. The Federal
government collects taxes on gaso-
line, lubricating oil, new automo-
biles, tires and tubes. A highway
trust fund established by the
Highway Revenue Act of 1956 re-
ceives and expends the excise tax-
es, which are the sole source of
funds for the Federal aid highway
systems. But as soon as an ex-
pressway is completed it is over-
crowded with countless automo-
biles speeding or crawling to the
city. No matter how many millions
of dollars were expended on its
construction, it is ‘“free” to the
user who simply does not relate
the tax on his gasoline or tire to
a particular trip to the city. But
even if he were mindful of the tax
costs to him, the use value of the
expressway, its convenience, speed
and safety, may exceed by far the
tax cost. Thus, millions of sub-
urban automobiles are rushing to
or from the cities on billion-dollar
highways, adding their exhaust
fumes to our environment di-
lemma.,

lgnoring Property Rights

The problems of smoke, soot,
noise, waste, and water pollution
reveal unfortunate legal deficien-
cies in the protection of private
property. The law has always been
and continues to be inadequate in
its treatment of property rights,
in particular, the liability and in-
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demnification for damages caused
by the owner’s use of property.
Ideally, the right of property as a
market phenomenon entitles the
owner to all the advantages of a
given good, and charges him with
all the disadvantages which the
good may entail.

Over the centuries governments
have again and again restricted or
even abolished the rights of pri-
vate property. At other times the
law, either by design or default,
shielded the owner from some
disadvantages of his property, and
charged other people with some of
the costs, the external costs. Obvi-
ously, if an owner does not reap
all the benefits of his property, he
will disregard such benefits in his
actions; and if he is not charged
with all its costs, he will ignore
such costs.

During the nineteenth century,
legislation and adjudication re-
flected enthusiasm for the rapid
industrial and commercial devel-
opment. Legislators and judges
understood the great importance
of capital investment for economic
betterment. They favored invest-
ments in industry and transporta-
tion and the productive employ-
ment of property. Unfortunately,
they decided to hasten the eco-
nomic development through tariffs,
subsidies, land grants, and relief
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from some external costs. Thus,
as the tariffs and subsidies en-
couraged some production, so did
the relief from externalities. Some
investments were made and some
consumption took place just be-
cause part of the costs was shifted
from the owners to other people
and their property. The pollution
of air and water was overlooked
as a ‘“‘public price” for economic
progress, that is, some costs were
shifted from one owner to another
to encourage economic activity
favored by government.

The growing awareness of en-
vironmental problems is laudable
indeed. But the explanations given
by ‘“experts” today are taken
straight from the armory of po-
litical and economic radicalism.
The private property order is
summarily condemned, and gov-
ernment is hailed as the only
saviour from our self-destruction.
More taxes and regulations, or
better yet, comprehensive govern-
ment planning and control, are to
correct a deplorable situation. In
reality, the no-man’s-land of “pub-
lic property” and government ma-
nipulation of private property
constitute the pollution problem.
Only sincere respect for private
property and its unbiased protec-
tion by the law can alleviate a
deplorable situation. &
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SUBSIDIZING

&@ (3  ACRISIS:

The shocked surprise in the spring of 1970,
when the graduating class suddenly found
out that they had to go out and look for jobs,
may thus have been the first sign of a typi-
cal “inventory crisis” — which always takes
everybody by surprise. Whatever the eco-
nomic climate, the next few years will be
years of sharp readjustment in the “careers
market.” The “career” boom of the 1960’s is
as much a thing of the past as the stock mar-
ket boom in “takeovers,” “conglomerates,”
and ‘“growth ventures.”

PETER F. DRUCKER
The Public Interest (Fall, 1970)
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THE TEACHER GLUT, 1971

ADVOCATES of the free market as
a tool for the efficient allocation of
scarce resources have long been
critical of the way in which educa-
tion is financed in the United
States. A host of studies are avail-
able that deal with the lowering
of quality, the uncreative uni-
formity, and the spiraling costs
of public education.! Only in recent
months have communities even
contemplated the possibility of a
gystem like Milton Friedman’s
voucher program, in which the
parent would receive the educa-
tional subsidy rather than the

1 Cf. Benjamin A. Rogge, “Financing
Higher Education in the United States,”
New Individualist Review, IV (Summer,
1965) ; available also from the Center for
Independent Education, Wichita, E. G.
West, Education and the State (London:
Institute for Economic Affairs, 1967),
Roger A, Freeman, “Crisis in American
Education,” Christian Economics (Sept.,
1970).

Mr. North is Secretary of Chalcedon, Inc., a
nonprofit Christian educational organization,
and a Ph. D. candidate at the University of
California, Riverside.

local public school.2 The obvious
crises since 1965 in our public
schools, coupled with the realiza-
tion on the part of black militants
that educational pluralism is ad-
vantageous, have led to at least
some rethinking of the assump-
tions of American public educa-
tion. With the realization that
education is not neutral, some
former advocates of racial, in-
tellectual, and cultural integration
have come to the conclusion that
“democratic education” has pro-

2 Milton Friedman, Capitalism and
Freedom (University of Chicago Press,
1962), ch, 6; Robert L. Cunningham,
“Education: Free and Public,” New In-
dividualist Review, III (Summer, 1963),
Governor Reagan of California mentioned
the possibility of instituting a voucher
system as an experiment; this, however,
was in a campaign speech. The Center for
the Study of Public Policy, located in
Cambridge, Mass., has recommended the
establishment of a 5-8 year experiment
of 12,000 elementary students; the plan
would cost $6-8 million. This was the
conclusion in the Office of Economic Op-
portunity-financed study, FEducation
Vouchers.
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duced a generation of uprooted
graduates — drones and revolution-
aries — who are not really very
different from Dustin Hoffman’s
caricature.

This realization, however, has
been a distinctly minority revela-
tion. The message has not come
to the institutions of higher learn-
ing in this country. They have
gone on as before, tinkering oc-
casionally with the curriculum,
adding a handful of courses like
Black Studies or Chicano Studies,
but generally proceeding in a “busi-
ness as usual” fashion. Never-
theless, the violation of supply
and demand that is fundamental
in any system of subsidized edu-
cation has now resulted in some-
thing wholly unforeseen by the
bulk of American educators: the
perennial shortage of teachers
came to an end, quite abruptly, in
1968. The shock waves of that
event are only now registering on
the bureaucratic structure of
American higher education.

The Glut of the Degree Holders

For how many years were Amer-
icans subjected to the perpetual
hand-wringing of professional ed-
ucators over the teacher shortage?
How many news releases from the
National Education Association
were printed, without any criti-
cism, by the public news media?
It was one of the favorite themes
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of nearly everyone associated in
any way with public educational
institutions. Yet the myth was
shattered in one academic year,
1968-69. The glut of teachers at
all levels, from kindergarten to
the graduate school, appeared al-
most overnight., The teacher-job
“gap” simply was swallowed up
in the outpouring of graduates in
June of 1968; only in “special ed-
ucation” — the euphemism for the
handicapped, the culturally de-
prived, and the retarded — is there
a comparable gap, and the open-
ings there are being depleted by
falling school revenues.

This glut is not strictly an
American phenomenon. It is as
serious in the British Isles, per-
haps worse. The British teaching
certificate is just that, a license
to teach; it is not easily trans-
ferred to any other occupation.
The English have overbuilt their
institutions of higher education,
and the graduates are now reaping
the whirlwind.

Previously sacrosanct fields like
physics are now oversupplied. The
post-Sputnik era saw a seemingly
endless barrage of propaganda in
favor of expanding our pool of
available scientific talent. The

3 Newsweek (June 29, 1970) reports
that the first year in which a surplus
existed was 1967-68. This was not mani-
fest at the time, however; it took a year
for the glut to register as a permanent
phenomenon,



1971

“science fairs” in the high schools,
the Federal scholarships, the tele-
vised miracles of space travel all
combined to convince American
students that the ticket to guaran-
teed security was the engineering
degree and the Ph.D. in physics.
Easy Street has once again turned
into a dead end, as too many peo-
ple crowded down its narrow path.
Federal grants from such agencies
as NASA have fallen dramatically;
Federal loans to students have
begun to dry up. Budget cutting
has removed the fat from many
Federal science programs, to the
dismay of those scientists who
have an ideological commitment to
state-financed research.*

The extent of the glut in physics
can be seen through a very spe-
cific case. Heidelberg College in
Ohio last year had an opening for
a teacher in physics. It received
a total of 361 applications. Tiny
Dayton High School, in Dayton,
Texas, received applications from
15 Ph.D.’s in physics, yet the
school has only 455 students, and
it offers only a single course.’
Industry has been less and less
willing to interview Ph.D.’s due

¢ Cf, Michael D. Reagan, Science and
the Federal Patron (New York: Oxford
University Press, 1969). Reagan favors
such patronage, but he shows the prob-
lems inherent in such a relationship, He
also provides considerable economic data
on the extent of the aid.

5 Time (June 29, 1970).
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to the highly specialized, unflexi-

ble nature of Ph.D. training. The

cut-backs in aerospace have hurt

the market for these trained spe-

cialists. An astounding 40 per
cent of the 1969 graduates in

physics were on post-doctoral fel-

lowships in 1970.

In the Social Sciences

The situation in the humanities
and social sciences is even worse.
A fantastic 1,000 applicants ap-
plied for eight positions in the
English Department of the Uni-
versity of Massachusetts.” A total
of 29,000 Ph.D.’s were turned out
in 1969-70, perhaps double the
number needed for college teach-
ing posts. The Chronicle of Higher
Education, a newspaper for college
administrators, ran a series of
articles on the crisis in late spring
and early summer of 1970 dealing
with the oversupply of teachers.
It reported that the Cooperative
College Registry, a nonprofit place-
ment service for some 300 Prot-
estant colleges, announced that in
mid-May there were still 45 per
cent of its 9,500 applicants with-
out offers. Some 55 per cent of
the applicants had the Ph.D.; prior
to 1970, 45 per cent had been the
maximum.

The extent of the crisis may be

§ The Chronicle of Higher Education,
IV (June 8, 1970), p. 8.

7 Time (June 29, 1970).
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estimated by the fact that the
Cooperative College Register is the
“last chance” employer registry.
The colleges tend to be small, low-
prestige schools that can afford
only below-average salaries. This
normally makes them more flexi-
ble, however, since pay scales are
more responsive to the conditions
of supply and demand. A glut here
indicates a crisis unrivaled since
the mid-1950’s.

Causes of the Crisis

A standard explanation offered
by the educational establishment
is that there really is no over-
supply of teachers, and there still
is a shortage. However, the de-
mand has dried up, a direct con-
"sequence of short-sighted legis-
lators and angry citizens who
keep rejecting bond issues.® In
other words, the failure of the
educational market to clear itself
of all prospective teachers is in no
way related to the excessive zeal
of academic departments in ex-
panding course offerings and grad-
uate fellowships; it is due to the
tight-fisted taxpayers who refuse
to spend additional billions on ed-
ucational facilities, programs, and
salaries.

8 Cf. statements by Cleo Craig and H.
R. Rouse of the Wilson Scholarship Foun-
dation (whose Ford Foundation funds
were recently cut off): Chronicle of
Higher Education, IV (May 25, 1970),
. 7.
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This makes for good propa-
ganda; economically, it skirts the
real issue. Naturally, there is a
limited supply of teachers. There
is a limited supply of automobiles,
televisions, diamonds, clean air,
pure water, tortilla chips, and
anything else that commands a
price. We live in a world of scar-
city. A scarce good, by definition,
is one for which there is greater
demand than supply at zero price.
Imbalances in any market can be
blamed on high or low demand,
just as they can be blamed on high
or low supply. The problem arises
when prices are not flexible, thus
creating permanent imbalances. If
the phrase, “shortage of teachers,”

is to have any meaning at all, it

must be qualified by the phrase,
“at a particular wage level.” There
is no question about the fact that
at present high wage levels, there
is nothing resembling an under-
supply of teachers. There is no
question that there is an imbalance
of supply and demand at present
wage levels.

Educators need to ask them-
selves two crucial questions. First,
why are wages so inflexible down-
ward? Second, why were those
whose task it is to forecast the
needs in education so short-
sighted? How did it happen, for
example, that in 1963 the esti-
mated need for new teachers at
the college level in history was set
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at 390 for 1969-70, whereas the
actual need turned out to be 500,
and the actual supply was 88179
Why did so few graduate advisors
take seriously the estimates pre-
sented by Clark Kerr, then Presi-
dent of the University of Cali-
fornia (1966), that only two-
thirds of the 1971 Ph.D.’s could be
employed in the colleges 710

Minimum Wage Floors

About 75 per cent of those at-
tending institutions of higher
learning are in tax-supported pub-
lic schools. By their very financing
structure, these institutions are
notoriously unresponsive to mar-
ket conditions of supply and de-
mand. For many decades, legisla-
tures have met the basic budget
demands of the colleges in the
United States, and this has tended
to insolate the schools and scholars
from external economic realities.
They are not paid to forecast mar-
ket conditions in the future, and
they do not concern themselves
with such matters, at least not at
the graduate advisory level. The
private schools, supported by foun-
dations and government research
grants, are frequently as lax as

9 Chronicle (June 8, 1970), p. 1,

10 Kerr's estimate was revealed at a
meeting of California Club, the student
advisory body in the University of Cal-
ifornia. He was simply reporting the data
gleaned in a study which apparently was
available to all college administrators.
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the public schools. They are, in
every sense of the word, guilds.

Historically, guilds have resist-
ed price and wage competition.
They speak of themselves as
“quality-oriented,” which implies
an elitist perspective, since it is
price competition which has al-
ways characterized production for
a mass market.1l Educational in-
stitutions have been caught in a
dilemma: they are supposed to
maintain quality without compro-
mise, yet supply the needs of mass
education. Schools are to be simul-
taneously democratic (supported
by tax funds) and elitist (pre-
serving quality, ignoring “crass”
economic affairs). Higher educa-
tion in America is institutionally
schizophrenic.

A competitive market institu-
tion would respond rapidly to new
conditions of oversupply of a fac-
tor of production by bidding down
the price of the good. That is
what faculties should do in the
face of the Ph.D. glut. They
should drop salaries at the start-
ing level. It would enable schools
to hire more people, and it would
make very plain to prospective
Ph.D. students just what the eco-
nomic facts are in the employ-
ment market. But that is not the
response of faculties. Faculties

11 Max Weber, General Economic His-
tory (New York: Collier, [1920] 1961),
p. 230,
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like high salaries for all those
employed; it supposedly is a sign
of institutional prestige to pay
high wages, and thus prestigious
to be employed by such institu-
tions.

Faculties also have the ultimate
job security: tenure. This protects
those who have tenure from being
fired. Thus, any drop in demand
must be exercised at the level of
the new professors, fresh out of
graduate school. But if their sal-
aries are lowered disproportional-
ly, considerable institutional con-
flict may result. It may even lead
to the decision by the administra-
tion to lower the salaries of those
men whom it cannot dismiss.
There is a built-in preference,
therefore, for high wages and low
competition on a semiclosed mar-
ket. It is a guild-like attitude.
Those outside the system have a
hard time breaking in. Their chief
economic weapon, namely, their
willingness to take a lower wage,
is not easily exercised.

This is especially true in state
schools which have fixed wage
floors set by the legislature or
local junior college school district.
The California junior colleges are
the prime examples. Like the high
schools from which they recruit
their teachers, the junior colleges
pay men in terms of formal edu-
cational achievement: so many
units beyond the B.A. yields so
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much extra pay. So much experi-
ence yields so much extra pay.
The new Ph.D. has to be paid, in
1971, about $13,000; there is no
bargaining possible. Few districts
want to pay that much to a man
who (1) may quit and go to a
four-year college, (2) may em-
barrass a local administrator who
holds only an M.A. in education,
(3) may not teach the junior col-
lege’s substandard students as
well as a man who has taught
high school for ten years. The
Ph.D. is effectively locked out of
junior college employment (un-
less he started as an M.A. and
earned his degree while em-
ployed). There is simply no wage
flexibility. As a result, junior col-
lege districts are permitting an
opportunity to “upgrade” their
faculties at less cost than before
to slip through their administra-
tive fingers.

Tenure

Tenure supposedly protects the
professor from being fired for
expressing opinions abhorrent to
administrators, legislators, or lo-
cal citizens (including students).
This was a keystone in Prussia,
where state-supported higher ed-
ucation was pioneered in the nine-
teenth century. It makes very
little sense today. As Robert Nis-
bet has argued in his iconoclastic
and reasonable essay on our Per-



1971

manent Professors, no one is fired
for mental or moral incompetence
any longer, the two chief ways of
dismissing tenured men. The ex-
ceptional mobility of modern
teachers removes any serious
threat to academic freedom, since
institutions are varied enough to
let men find a platform to teach
almost anything. The very guild
structure promotes a basic uni-
formity of methodology today, in-
suring general agreement within
most academic departments — or
so we found until the mid-1960’s.
Finally, Nisbet argues, if aca-
demic freedom is really the issue,
why limit it? Why not let junior
members have it? “On what logi-
cal grounds, then, do we claim
exemption for age and rank, in
certain respects the most feudal
of all feudal qualities?”12
Tenure, far from protecting
men in their expression of contro-
versial opinions, has enabled men
to express no opinions at all
Teaching has become lethargic as
men pursue their academic ca-
reers in the academic journals
(100,000 in the world todayl3)
and their annual meetings. Tenure

12 Robert A, Nisbet, “The Permanent
Professors: A Modest Proposal,” (1965)
in Nisbet, Tradition and Revolt (New
York: Random House, 1968), p. 241.

13 M, King Hubbert, “Are We Retro-
gressing in Science,” Geological Society
of America Bulletin, LXXIV (1963),
p. 366.
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protects the man without the flair
for teaching, the man who has no
controversial opinions to distin-
guish his lectures, the man whose
very blandness insures his pro-
tection from ‘‘academic witch-
hunters,” but who has never
learned to compete in the world
of student education. Tenure has
turned the university over to the
drone, the pedant, the writer of
overfootnoted, mindless articles.
It might even be true to say that
the spirited junior teacher with
controversial opinions has more
to fear from his tenured, spine-
less, drab colleagues than from
the outside public. And drones, it
should be noted, are not known
for their flexibility. Wage scales
reflect this, especially when con-
ditions dictate a downward re-
vision. Institutional inflexibility
rewards the inflexible. Nonmarket
financing keeps the structures in-
fiexible.

The Subsidized Product

The discussion above focused
on the implications of the demand
side of the equation. We must now
turn to the supply side of the
Ph.D. equation. Why are there so
many of them being produced?

Many reasons exist. A primary
factor was the existence, until
1968, of the graduate school mili-
tary draft deferment. This func-
tioned as an indirect subsidy to
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graduate departments. “Canada”
was as close as the nearest uni-
versity. Another factor is the
tendency of all bureaucracies to
expand to the limits of their fiscal
capabilities. For example, aca-
demic departments in most state
schools are funded in terms of
student enrollment; this figure es-
tablishes the so-called FTE rat-
ing: Full Time Employees. In Cal-
ifornia, a fixed formula is used.
A 28-students-to-one-faculty-mem-
ber ratio operates, with lower di-
vision students rated 1, upper di-
vigion students at 1.5, Master’s
Degree candidates at 2.5, and
Ph.D. candidates at the maximum
weighting, 3.5. As David Brene-
man comments: “Note that each
advanced doctoral student enrolled
brings the campus Y5 FTE faculty
position.”14 He adds that no strict
mechanical relationship exists at
the departmental level, but faculty
appointments relate closely to
weighted student enrollments.
Furthermore, once the number of
faculty appointments is estab-
lished, “other resources such as
office space and nonacademic per-
gonnel can be functionally related
to the faculty members.”!5 It pays

14 David W. Breneman, An Economic
Theory of Ph.D. Production: The Case at
Berkeley, mimeographed, June, 1970, a
study sponsored by the Ford Foundation,
p. 49.

15 Ibid., p. 50.
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a department to expand graduate
programs,

This does not mean that it pays
departments to actually award a
large percentage of degrees. On
the contrary, departments must
limit such awards to those stu-
dents who will produce the great-
est prestige for the department in
the academic community. Also,
some science departments must
provide access to sophisticated ex-
perimental equipment to Ph.D.
students, so some attempt will be
made to flunk out inferior stu-
dents at an earlier stage. This is
not true, however, in the humani-
ties. Breneman’s comments are
illuminating:

From the perspective of the French
faculty, then, the graduate student
must be viewed as a very valuable
member of the department’s econ-
omy. Not only does the graduate stu-
dent teach the dull introductory
courses, but he is a source of student
credit hours and demand for advanced
instruction. Departmental technology
is such that having graduate students
in residence for several years is cost-
less to the faculty, and not without
certain advantages. . .. Consequently,
in this type of department faculty
members have no incentives to make
rapid decisions to terminate Ph.D.
aspirants.16

The taxpayers, of course, bear
the major costs of this decision.
The student may drop out for

16 Ibid., pp. 67-68.
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many reasons, but the longer he
stays in, the closer he believes
himself to be at the pay-off point,
the granting of the degree. In the
humanities, the degree is all-im-
portant, since it is the union card
for college level teaching, and in-
dustry has little need for highly
specialized humanities students.
Thus, departments get bloated
with graduate students, and while
the percentage of those who are
awarded the degree may stay low,
the absolute number of awards in-
creases. Jobs open up in other uni-
versities which are also expanding
their graduate programs, thus cre-
ating demand for more Ph.D.s.
The entire structure is geared to
the growth of graduate enroll-
ments.

Colleges gain greater prestige
by becoming full universities. If
they do, they can gain access to
Federal research funds, and these
have expanded exponentially since
1950 (the cut-off came in 1968).
Fellowships and teaching assist-
antships were multiplied, while
loan programs at low interest were
made available to those students
who did not become part-time em-
ployees of departments. These
loans, especially under the Nation-
al Defense [the magic budgetary
word in the mid-1950’s] Education
Act, could be canceled after five
years of teaching of the recipient.

Graduate students in the hu-
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manities do not generally under-
stand economics. They are not so
aware of the employment situa-
tion, and as Breneman shows, de-
partments are often rewarded by
keeping their students in the dark
on this issue, thus encouraging
them to stay in the program. Stu-
dents without the Ph.D. have few
college teaching employment op-
portunities, so the opportunity
costs of staying in the program
are lower than, say, an engineer
who can take his M.A. and get a
good job in industry (again, be-
fore 1968). So the main concern
for the student in a state univer-
sity is the size of his state-sup-
ported subsidy: the number of
campus jobs, the size of tuition
costs, the availability of loans.
Graduate education is costly.
Obviously, in terms of faculty
members employed, the Ph.D. stu-
dent is around three times as cost-
ly, especially if he does not as-
sume any teaching load as an as-
sistant. There is simply no way of
estimating the cost per student per
year, or so I am told by the uni-
versity budget department. French
students cost less than physics
students in applied physics, and
possibly more than those in the-
oretical physics or mathematics.
But it is possible to estimate in a
crude fashion that it costs, at an
average, $3,500 per student in the
University of California; graduate
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students are more costly, though
by how much it is difficult to say.
But tuition, until 1970, covered at
best less than 10 per cent of this,
or $300. For the graduate student,
the subsidy would be even greater.

Subsidies Have Consequences

Subsidize the production of a
gscarce economic good, and there
will be an oversupply of that good
in terms of true market demand.
That law is as applicable in the
Ph.D. market as in that for sur-
plus wheat or Army fatigues. This
is the fundamental cause of the
oversupply of Ph.D.s: planning
was not made in terms of an un-
hampered market but rather in
terms of a government-subsidized
market. Demand was cut off
sharply by falling school budgets,
but candidates for the Ph.D. de-
gree are not rapidly responsive to
this contraction: the other man
may not be able to find a job, but
each candidate believes that he
will finish his dissertation and get
the available position. A market
geared to the dream of continual
expansion has been cut short, and
few persons within the structure
are economically oriented enough
to respond as rapidly as free mar-
ket participants are forced to do.
Like the civilized Eskimos who
have forgotten how to build an
igloo, those supplying Ph.D.’s have
forgotten the hard realities of a
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market characterized by uncer-
tainty. The result has been the
teacher glut.

Market Forces

This market, like all markets,
will eventually respond to the con-
ditions of supply and demand. De-
partments will cut back on enroll-
ments, especially as budgets are
trimmed during a time of infla-
tion. Fellowships will shrink in
number. Federal grants to the sci-
entists will not increase exponen-
tially any longer. In time, teaching
loads will be increased in many
universities; wage inflexibility
downward will be compensated for
through these increased teaching
responsibilities. But it is unlikely
that these changes will come over-
night. It is likely that the glut will
continue for some time. New grad-
uates will find it very difficult to
break into their first jobs; pro-
fessors’ mobility will drop, the in-
evitable result of wage inflexibil-
ity. One rigidity creates others.
Inflation will continue to eat away
at teachers’ salaries, thus bring-
ing real wages into line with the
conditions of supply and demand,
and the oversupply of available
talent will thwart attempts to
unionize the profession — attempts
which are on the increase now, as
the Ph.D., in and of itself, no
longer functions as an effective
barrier to entry into the guild.
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What we are witnessing is a
major transformation of the func-
tion of the Ph.D. degree itself.
Once a prestige indicator and a
monopolistic grant to the holder,
today it is faltering in both ca-
pacities. In the long run, this de-
velopment may be for the best.
The mystique of the Ph.D. has for
too long been unchallenged. It has
degenerated into little more than
an official certification of intellec-
tual drudgery. As E. Alden Dun-
ham of the Carnegie Corporation
of New York has written:

Every ill besetting our colleges and
universities is related in one way or
another to the Ph.D. degree — stu-
dent alienation, irrelevant curricula,
uninspired teaching, ironclad adher-
ence to what may be outmoded tra-
ditions, absentee professors, extrava-
gantly high costs of research and
graduate education. ... [It is] in-
appropriate for most college teach-
ing jobs in this country, especially
at the lower division level. Yet it
remains the only respectable degree
for college teachers as we move into
an era of mass higher education. The
percentage of Ph.D.’s on the faculty
continues to be the index of quality.
Our system makes no sense.l?

17 Dunham, quoted in The Chronicle of
Higher Education, IV (March 16, 1970),
pp. 1, 5. Edmund Wilson, in his devastat-
ing essay, The Fruits of the M.L.A. [Mod-
ern Language Association] (New York
Review of Books Publication, 1969),
writes that we missed our chance to

abolish the Ph.D. as a “German atrocity”
during World War I.
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Pluralistic Education

For too long, to paraphrase a
generally accepted slogan when it
applies to the military, education
has been in the hands of the edu-
cators. Monopoly grants continu-
ing over long periods of time tend
to degenerate into less efficient
units of service or production. Yet
the crisis of the teacher glut is
only one aspect of a major crisis
in education. It is essentially a
crisis of faith; relativism has led
to irrelevance on the campus. Few
students — few bright students —
are dazzled by the initials “Ph.D.”
after a name, at least not beyond
the sophomore year. No one knows
where the educational crisis will
lead us by 1980, but this seems
certain: any crisis in financing
will produce radical changes in the
operation of any Dbureaucracy,
even the educational bureaucracy.
Inflation will take its toll; so will
the allocation problem with regard
to the creation of Ph.D.’s. Radical
students will strike the institution
at a time of change, internal con-
fusion, and financial contraction.
Few schools that have been caught
up in the race for academic pres-
tige will escape the coming trans-
formation.

There is cause for hope among
people who have not clung to a
philosophy of relativism as a
means of academic salvation. If
both public and private academic
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institutions that have embraced
relativism are now reaping the
whirlwind, parents and students
are going to be looking for alterna-
tive educational structures. Pro-
spective teachers may not be able
to compete in terms of price or
academic degree on most academic
markets, but they can compete in
terms of both price and ideological
commitment on those academic
markets that are more openly com-
mitted to a particular view of the
world. Pluralistic education has
been stifled for almost a century
by a philosophy of neutral educa-
tion grounded in relativism and
enforced by the various academic
guilds. But the fruits of that view
of education are exploding on
those campuses that have been the
formulators of the creed. Colum-
bia, Harvard, Berkeley have all
been hit precisely because the very
bright students have seen through
the myth of educational neutral-
ity. Pluralistic education can con-
ceivably be the ultimate bene-
ficiary of the institutional crisis
which we face.

Since the vast majority of the
people holding the Ph.D. and other
higher degrees are not really com-
mitted to anything beyond the
latest fad among the professorial
guild, the serious man who holds a
degree but who also holds a sys-
tematic philosophy of life now is
in a position to distinguish him-
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self from the hordes of other ap-
plicants for jobs. The savings in
search costs that the Ph.D. once
offered (“no non-Ph.D.’s need ap-
ply”) no longer works in a glutted
market. There is an oversupply of
degree-holders, but not an over-
supply of free market advocates
holding the degree. If the swing
away from the intellectually cas-
trated philosophy of neutral edu-
cation (the only kind legally per-
mitted by state-financed schools)
continues, there should be a new
demand for men and women com-
mitted to a consistent view. Only
with such a view can serious edu-
cation that 1is content-oriented
rather than mere technique-ori-
ented, i.e., liberal education in the
traditional meaning, be main-
tained. Only value-oriented teach-
ing can pick up the institutional
pieces. This should be the hope of
those behind private educational
institutions.

The Effect of Controls

There is one last consideration.
The imposition of price and wage
controls becomes more and more
of a possibility. These controls
have disastrous effects in the long
run, but initially certain zones of
the economy are favored.!® One of

18 Gary North, “Price-Wage Controls:
Effects and Counter-Effects,” Commer-
cial and Financial Chronicle (Aug. 21,
1969).
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these, as Prof. Hans Sennholz has
pointed out, is private education.
As money continues to be printed
by the state and the state’s central
bank, it seeks markets. Controlled
mayrkets within the economy dry
up, as capital and labor shift to
the uncontrolled zones — collectors’
markets, luxury goods, entertain-
ment, travel, and education. State-
financed . educational institutions
are caught in the wage-price
squeeze: legislatures and bond-
voters are tight-fisted (as their
purchasing power continues to de-
cline). But the private schools
reap at least an initial subsidy.
State schools limit or close enroll-
ments, but people have money to
spend, and these funds find their
way increasingly into educational
outlets., We should expect to see
the expansion of private education
of all kinds: high schools, colleges,
night schools, cultural institu-
tions. A true opportunity for the
establishment of truly universal,
pluralistic education would make
itself available. The shift away
from the public educational mo-

John F. Kennedy
IDEAS ON

i

LIBERTY

SUBSIDIZING A CRISIS 167

nopoly that is already showing
signs of life would be subsidized
by the very imposition of statist
controls.

In the last analysis, the educa-
tional system has become overly
dependent upon the state and the
necessary educational philosophy
of all state-financed education, i.e.,
the philosophy of neutral educa-
tion. Today we see the erosion of
the monopolistic foundation of the
professorial elite, as the overpro-
duction of members continues —
an overproduction financed through
the taxation of the democratic
masses. The masses are finally
saying no with their funds. A
glutted elite will feel the pinch,
as only an elite which has never
faced squarely the realities of sup-
ply and demand can feel an eco-
nomic pinch. The facts of econom-
ic scarcity can no longer be avoid-
ed in the ivy-covered halls, And
that very fact may herald a new
day for the advocates of value-
oriented education. Technocratic
liberal arts departments are run-
ning out of funds.

THE FREE MARKET is not only a more efficient decision maker than
even the wisest central planning body, but even more important,
the free market keeps economic power widely dispersed.

Quoted in the Wall Street Journal, October 3, 1962
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EARLY LIBERTARIAN

OSCAR W. COOLEY

TWENTY YEARS before Frederic
Bastiat wrote his parable of the
broken window, Thomas Cooper
was saying to his students at
South Carolina College (now Uni-
versity of South Carolina) :
“Suppose a tailor to get into a
law suit and to pay a lawyer fifty
dollars for successfully conducting
his cause — or to break his leg and
pay a surgeon fifty dollars for set-
ting it; these payments are pru-
dent, and the services rendered
fully justify them; but is he the
richer for these misfortunes? Even
though the lawyer-and the surgeon
should lay out the fifty dollars
with him for a suit of cloaths, it
is no compensation, for he fur-

Mr. Cooley is Associate Professor of Economics,
Ohio Northern University.
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nishes the cloaths after having
furnished also the money that pays
for them. It is melancholy to think
that these positions should require
to be gravely argued, but the pres-
ent state of public opinion requires
it.”

Born in London and educated at
Oxford, Cooper emigrated to the
United States in 1793. A man of
strong opinions, he expressed him-
self freely on current public ques-
tions and was so critical of the
Adams Administration that he
was arrested and tried under the
Sedition Act (the Alien and Sedi-
tion acts are usually bracketed to-
gether). Cooper believed the act
was unconstitutional, and the
court so held. He later wrote a
book on freedom of speech.
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Cooper practiced law in Penn-
sylvania and became a judge. On
recommendation of Thomas Jef-
ferson, he was appointed profes-
sor of natural science and law at
the University of Virginia. From
there he went to South Carolina
College, where he taught chemis-
try and political economy. A man
of parts, he was made president
of the institution, a post he held
for 12 years.

Champion of Free Trade

While head of South Carolina
College, Cooper published his Lec-
tures on the Elements of Political
Economy, a comprehensive treatise
expounding the classical economics
in a forthright manner. With es-
pecial vehemence, he championed
free trade. One can imagine this
did not detract from his popularity
in a state that put great store
upon the export of cotton to Great
Britain and the import therefrom
of manufactured goods. Indeed,
Cooper appears to have been
hardly less influential than John
C. Calhoum in egging on the South
Carolinians to declare, in 1832,
that the Federal tariff laws were
null and void in their state. On
the basis of the theory of state
nullification, the doctrine of inter-
position has been put forward in
recent years by Southerners who
resented Washington’s efforts to
enforce racial integration.

THOMAS COOPER : EARLY LIBERTARIAN

169

For the most part, Cooper took
his economics straight from Adam
Smith. The private enterpriser
knows best — far better than any
government official — how to use
his resources. Let self-interest
reign, “If every man in the coun-
try trades beneficially for himself,
he trades beneficially for the com-
munity, which does not exist inde-
pendently of the individuals who
compose it.”!

Governments should be kept
small, “The dreadful evil of all
governments (I wish I could ex-
cept our own) is the evil of gov-
erning too much,”

All laws, suggested Cooper,
should be reconsidered every ten
years and, if found unnecessary,
repealed. This recalls Jefferson’s
proposal that the Constitution
should be reconsidered and over-
hauled every 20 years.

Cooper warned especially of the
“general welfare” clause of the
Constitution: “There is no tyranny
that it will not authorize.”

But it is against government
strictures on foreign trade that he
waxed most eloquent. “Shallow
politicians have . . . acted on the
shop-keeping maxim that what one
nation gains by commerce, some
other loses. The fact is otherwise;
each gets its wants supplied and
both are gainers.”

1 This and all other quotations in this
article are from the Lectures (1826).
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He attacked the “infant indus-
try’”’ argument for protective
tariffs, saying that this theory
seeks to justify injuring consum-
ers in the present for the hypo-
thetical benefit of producers that
might be employed by the pro-
tected industry in future.

Friedrich List, then sojourning
in America, took critical notice of
Cooper and his free trade opinions,
implying that he was little less
than an anarchist. List himself, it
will be remembered, was an early
promoter of the customs union
which established free trade be-
tween the German states — but def-
initely not with the outside world.

Champion of Foreign Trade

Cooper felt that even Adam
Smith had conceded too much to
the protectionists. Smith had held
that it might be advisable to pro-
tect an industry whose product
promised to be of strategic impor-
tance in war. Cooper held that such
products would not be wanting for
they would be stockpiled by a
provident government, and in any
case, wars seldom if ever com-
pletely isolated a country from
foreign sources of strategic goods.

The great service of the science
of Political Economy, he said, was
to teach the importance of free
world trade. The following are
hardly the words of an anarchist:

“If Political Economy had ren-
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dered no other service to mankind
than to make them just and rea-
gonable in this respect (in respect
to foreign trade), it would be of
incalculable benefit. It has taught
us that human improvement and
national prosperity are not pro-
moted in any particular nation by
depressing every other but by aid-
ing, encouraging, and promoting
the welfare of every nation around
us; that we are all in turn cus-
tomers to each other, and that no
man or nation can become wealthy
by impoverishing his customers;
(that) the richer other nations
are, the more they are enabled to
purchase, the cheaper they can af-
ford to sell, the more improved
they become in all the arts of liv-
ing, in all intellectual acquirement,
in everything desirable for other
nations to imitate or improve
upon ; that if other nations become
powerful by our assistance, we also
of necessity become wealthy and
powerful by our intercourse with
them; and that peace and good
neighborhoods are the means of
mutual happiness among nations
as among individuals. . . .”

In the Lectures Cooper ranged
over the whole area of economic
theory. On many facets of the sub-
ject, he was far ahead of his time.
For example, cost of production,
he said, does not determine value
of a product. It must be in de-
mand. “No purchaser cares a cent
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what the prime cost of an article
is; that is not his lookout. His
only enquiry can be, is it worth
to me the price asked for it?”

He admitted that the introduc-
tion of machines might create un-
employment but it would be tem-
porary. (He was, of course, as-
suming a free labor market).
When printing presses were first
put into operation in Paris, he
said, 6,000 copyists lost their jobs,
but “in Paris there are now 60,000
persons who live by printing.”

He attacked the policy of en-
dowing corporations with limited
liability, holding that since the
stockholders are allowed to enjoy
unlimited profit, they should also
endure whatever losses may be in-
curred.

Champion of Private Spending
Rather Than Government Spending

There were rudiments of a wel-
fare state even then, but Cooper
would have none of it. “All relief
to persons in this country able to
work is absolutely indefensible
and wrong,” he said. “Even cases
of disability should be left to pri-
vate charity. . ..” To combat pov-
erty, he urged the “modern remedy
of Savings Banks,” and suggested
that the clergy teach people to save
and accumulate deposits in such
banks. He was, perhaps, aware
that the first savings bank in the
British Isles had been established
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by a Scottish dominie and that the
first such banks in the TUnited
States were founded, not for profit,
but for a charitable purpose.

He condemned Sir Robert Peel’s
suggestion that a national debt
might be a “national blessing”
(Alexander Hamilton had averred
as much) and argued that there
was no merit in government spend-
ing as compared with private
spending. To the extent that
spending benefited the spender, it
benefited society.

However, he was not averse to
all public works. Whether govern-
ment should undertake a public
work or not, he held, depends on
how great a public benefit it is and
whether it is too costly for in-
dividuals. Then follows a state-
ment which showed that he was
quite familiar with the principle
of cost-benefit analysis. “The guid-
ing rule ought to be that an under-
taking which is not likely at an
early period of its completion to
insure at least legal interest upon
the capital expended after all de-
duction is not deserving of public
encouragement. I think many of
our canal schemes liable to this
objection. Money can be laid out
so as to produce this return. It is
therefore misapplied when it does
not. Wait until it will.”

Lawyer, chemist, political phi-
losopher, the versatile Cooper was
pre-eminently an economist. He
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saw the importance of “political
economy” in determining the
course of this country’s history.
Written at a time when texts in
that subject were few, his Lec-
tures must have made consider-
able impress on American think-
ing.

Common Sense
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John Adams described him as
“a learned, ingenious, scientific
and talented madcap.” Certainly
he was outspoken. Unorthodox ut-
terances regarding religion are
said to have brought about an end
to his career at South Carolina
College. He died in 1839. &

THE PERCENTAGE of correct decisions which individuals make is

very high when they are risking their own money and their own

future. The percentage of correct decisions is very low when made

IDEAS ON

o

LIBERTY

by politicians, so-called intellectuals, and others, regardless of
their intelligence, who are not faced with the discipline of having
to pay for their own mistakes with their own earnings.

This is a major reason for the success of free enterprise and the

free market. The percentage of correct decisions made by individ-

uals directly increases and is higher as they directly participate in
the results of those decisions, whether good or bad. Individuals
participating in this way quickly learn from their mistakes, and
although they will make others, they will usually not make the
same mistakes twice. This is common sense at work and only under

the free enterprise system does common sense prevail.

A. W. STEWART

From the “President’s Column”
of the Southern States Industrial
Council Bulletin, January 1, 1971



ANTITRUST HISTORY:

The American Tobacco Case of 19I]

A LONG ACCEPTED assumption in
the area of government and busi-
ness relations ig that the “classic”
monopoly cases of antitrust his-
tory clearly demonstrate the need
for, and justify the existence of,
the antitrust laws. The impression
created by almost all the textbooks
cn this subject is that the busi-
ness monopolies or “trusts” in-
dicted in the past were — as the
textbook theory suggests —actu-
ally raising prices, lowering out-
puts, exploiting suppliers, driving
competitors from the market
through predatory practices, and,
generally, lowering consumer wel-
fare. Ironically, few if any of
these same texts provide the stu-
dent of antitrust with the neces-

Dr. Armentano is Assistant Professor of Eco-
nomics at the University of Hartford in Con-
necticut. This article is a chapter from his forth-
coming book, The Myth of Antitrust.

D. T. ARMENTANO

sary empirical information that
might allow an independent judg-
ment as to the relative conduct
and performance of these ‘“mo-
nopolies.” For the most part, the
student is asked to accept the
judgment of the author, without
being permitted to scrutinize the
“brief for the defendant.” Such
one-gsidedness is the kind of poor
economic history that leads, in-
evitably, to poor public policy.
The following is a brief history
of the American tobacco industry,
and particularly of the American
Tobacco Company, prior to the fa-
mous antitrust decision of 1911.1
Unlike many previous accounts,
this one will attempt to explain
and evaluate the conduct and per-
formance of the American Tobac-

1 United States v, American Tobacco
Company, 221 U.S. 105.
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c¢6 Company in the full context of
the tobacco industry between 1890
and 1907. While this history might
be interesting for its own sake,
the ultimate purpose is to demon-
strate that the court decisions
against the American Tobacco
Company prior to 1911 did not
turn on any sophisticated economic
analysis of that firm’s market con-
duct or performance. The firm was
eventually found guilty of violat-
ing the Sherman Act, but the de-
cision was not a consequence of
any serious evaluation of the eco-
nomic costs and benefits of the
firm’s activities in the market
place.

Cigarettes in America

Although cigarettes appeared in
America in the early 1850’s, and
were unpopular enough with the
government to rate their own spe-
cial penalty tax of up to $5 per
thousand by 1868, there was hard-
ly what could be termed a ciga-
rette manufacturing industry be-
fore the 1880 period.? Up to that

2 For information concerning the cig-
arette industry prior to 1911, see Meyer
Jacobstein, “The Tobacco Industry in the
United States,” Columbia University
Studies, Vol. 26 (1907); Richard B. Ten-
nant, The American Cigarette Industry,
(New Haven: Yale University Press,
1950); William H, Nicholls, Price Poli-
cies in the Cigarette Industry, (Nash
ville; The Vanderbilt University Press,
1951); John W. Jenkins. James B. Duke:
Master Builder, (New York: George H.
Doren Company, 1927).
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point, the cigarette business had
been concentrated in the New York
City area where many small firms
employed cheap immigrant labor
to “hand roll” mostly Turkish
blends of tobacco. But the raw
material was relatively expensive,
and the hand rolling operation
was relatively inefficient and cost-
ly. Besides, there appeared to be
great popular reluctance to ac-
cept the small cigarettes. Conse-
quently, the outputs and markets
were severely limited. Total output
of all “manufactured” cigarettes
was never more than 500 million
in any one year prior to 1880.

But the rather rapid shift in
public taste to Virginia blends of
tobacco, the slow adoption of ma-
chinery for manufacturing ciga-
rettes, and the extensive use of ad-
vertising to popularize particular
brands or “blends” of tobacco,
changed the industry radically be-
ginning in the 1880’s.

The use of rapidly improving
machines that manufactured cig-
arettes quickly drove down the
costs of manufacture and placed a
profit premium on mechanization.
Labor costs alone were reduced
from 85 cents per thousand with-
out machines to 2 cents per thou-
sand with machines.? While an ex-
pert “hand roller” could make ap-
proximately 2,000 smokes a day, a

3 Tenn;qt, The American Cigarette In-
dustry, pp. 17-18,



1971

properly operating cigarette ma-
chine could make 100,000.4 A few
leased cigarette machines — par-
ticularly the “Bonsack” machine
--could, in a matter of days, gen-
erate the entire yearly output of
cigarettes. Thus, almost overnight,
the optimum size of an efficient
cigarette firm increased many-
fold, and almost the entire indus-
try emphasis shifted to creating
or expanding demand for particu-
lar blends of “manufactured” cig-
arettes. Advertising and market-
ing expenditures began in earnest
in the late 1880’s, and it was not
at all surprising to find only five
large firms doing most of the trade
in manufactured -cigarettes by
1889. Though there were hundreds
of small cigarette producers (most-
ly hand-rolled varieties) in that
period, the firms of Goodwin and
Company, William S. Kimball,
Kinney Tobacco, Allen and Binter,
and the W. Duke & Sons Company
came to dominate the young in-
dustry and did an estimated 90
per cent of total domestic ciga-
rette sales.’

The name of James B. Duke is
almost synonymous with ciga-
rettes and the rapid rise of the to-
bacco industry in this country.
Though a relative newcomer to

1 Jenkins, James B. Duke: Master
Builder, p. 66.
5 Tennant, The American Cigarette

Industry, pp. 19-25.
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the cigarette industry (he entered
in 1882), Duke quickly pushed his
firm into industry leadership by
rapid mechanization of all his op-
erations and, accordingly, huge ad-
vertising schemes to increase de-
mand for his increased outputs.®
He took huge newspaper ads and
rented billboard display space to
push “Duke of Durham’” and
“Cameo” brands; he placed re-
deemable coupons inside his new
and improved cigarette boxes to
popularize “Cross Cut” and
“Duke’s Best”; and he enticed job-
bers and retailers with special
bonus plans and gimmicks if they
would handle and stress his prod-
ucts. This unusual marketing ap-
proach was extremely successful,
and by 1889 Duke’s cigarette firm
had over 30 per cent of industry
output and was netting almost
$400,000 a year on gross sales of
$4.5 million. Duke’s firm was the
largest and most profitable firm
in the manufactured cigarette in-
dustry, and appeared to be grow-
ing much more quickly than its
rivals could or would.

Consolidation in 1890

In January of 1890, the five
leading cigarette firms came to-
gether to form the American To-
bacco Company and installed J. B.
Duke as President. Although com-

6 Jenkins, James B. Duke:
Builder, pp. 73-84.

Master
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petition between the leading firms
had been severe in the late 1880’s,
there is little evidence that the
combination was the direct conse-
quence of a “destructive trade
war” as some accounts relate,?
Rather, it was an almost inevita-
ble consequence of the economics
of the cigarette industry in 1890.

Potentially, the cigarette indus-
try appeared immensely profitable.
The price of leaf tobacco, the raw
material, was historically very
low (about 4 cents per pound);
the cost of manufacture — even
with less than optimal utilization
of equipment — was extremely low;
and the existing market prices for
cigarettes were already high
enough to allow adequate profits.
Two things alone remained to
cloud the potential profits picture
of the industry: maximum utiliza-
tion of the largest, most efficient
machinery to drive the costs per
unit down to an absolute mini-
mum; and an elimination or se-

7 Nicholls, Price Policies in the Ciga-
rette Industry, states flatly that The
American Tobacco Company was formed
in 1890 following an expensive business
war begun by James B. Duke (p. 26).
But neither the Report of U.S. Commis-
stoner of Corporations, Vol. I (Feb.,
1909), which Nicholls indicates was his
source, nor the lower court decision
against American Tobacco in 1909, ap-
peared to bear this out. See William Z.
Ripley, Trusts, Pools and Corporations,
revised edition (Boston: Ginn & Com-
pany, 1916), pp. 269-270; and, see 164
Fed. Reporter 722,
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vere reduction in total advertising
expenditures as a per cent of total
output or sales.

Merger provided both of the
last-mentioned economies. Con-
solidation would allow concentra-
tion on those blends of tobacco
that could be produced most effi-
ciently. Consolidation would also
allow great economies of scale to
be realized in advertising expend-
itures. Thus, production and sell-
ing expenditures could be lowered
per unit of output, and profits
could grow accordingly. A combi-
nation or “trust” of small ciga-
rette firms was, thus, a natural
and predictable economic arrange-
ment since it was clearly more ef-
ficient than a decentralized mar-
ket structure.

Diversification

Between 1890 and 1907, Ameri-
can Tobacco or the “Tobacco
Trust” diversified into a number
of related industries. Diversifica-
tion was to be expected since ciga-
rettes, although extremely profit-
able, represented only 3 to 5 per
cent of the entire tobacco industry
in 1890.% In addition, the public’s
changing tastes obsoleted particu-
"8 Even in the 1000-1004 period, ciga-
rettes, by weight, represented only 2 per
cent of all tobacco products consumed.
See Nicholls, Price Policies in the Ciga-
rette Industry, p. 7. Cigarettes did not

achieve any sort of national popularity
until after World War I,
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lar brand names and even whole
products rapidly and, thus, made
any specialization extremely dan-
gerous.? Furthermore, there was
a distinct prejudice against ma-
chine-made cigarettes and sales
simply did not expand as rapidly
as anticipated. While American
Tobacco had produced slightly
more than 3 billion cigarettes in
1893, they produced only 3.4 bil-
lion in 1899 and less than 3 billion
annually between 1900 and 1905;
American’s production of ciga-
rettes in 1907 was only 3.9 billion.
Even more importantly, Ameri-
can’s share of domestic cigarette
sales declined from over 90 per
cent when the firm was formed in
1890 to 74 per cent in 1907.10
For the most part, American
Tobacco’s diversification and
growth in the tobacco industry
was accomplished through the di-
rect purchase of existing firms
with cash or stock. It is estimated
that American may have bought
as many as 250 firms between 1890
and 1907.11 A very few of these

9 Jenkins, James B. Duke: Master
Builder, pp. 91-92,

10 J.S. Research and Brief, 221 U.S.
106, Appendix “F”, p. 318. Also see Jones,
The Trust Problem in the United States,
p. 140, Higher percentage figures in some
accounts (83 per cent is a common figure
for 1907; see Nicholls, Price Policies in
the Cigarette Industry) measure Ameri-
can’s share of total output rather than
output for domestic consumption.

11 Tennant, The American Cigarette
Industry, p. 27.
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purchases were competitive ciga-
rette manufacturers — though the
bulk of them were not. Most of
these cigarette purchases were
made, apparently, to acquire a
successful brand-name, since
brand-name loyalty was the great-
est asset of any tobacco firm.12 The
bulk of American Tobacco’s pur-
chases, however, were firms pro-
ducing noncigarette tobacco prod-
ucts. For example, diversification
into firms that made smoking to-
bacco, snuff, plug chewing tobac-
co, and cheroots was begun as
early as 1891. These tobacco prod-
ucts were noncompetitive with
cigarettes and with each other,
and had their own particular mar-
kets and used their own particular
kind of leaf tobacco.1®

In 1898, after many years of
competitive low-price rivalry,4
American purchased the leading
plug manufacturers, including, at
a later date, the large and impor-
tant Liggett & Myers Company.
They were subsequently organized
into the Continental Tobacco Com-
pany, partially owned and com-
pletely controlled by Duke and
American Tobacco interests.

12 Jenkins, James B, Duke: Master
Builder, p. 149,

13 Transcript of Record, 221 U.S. 106,
Volume I, p. 254,

14 Tt was not established at court that
American Tobacco started this price war;
see 164 Fed. Reporter 723, and 221 U.S.
160.
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Shortly after, in March, 1899, the
Union Tobacco Company — manu-
facturer of the famous Bull Dur-
ham smoking tobacco — was pur-
chased. The American Snuff Com-
pany was then organized in
March, 1901, with a paid in capital
of 23 millions, and the stock was
paid out to the three leading, for-
merly independent, snuff manufac-
turers. The American Cigar Com-
pany was also formed in 1901, and
became the largest firm in that
sector of the tobacco market. In
addition, American purchased lic-
orice firms, bag firms, box firms,
firms that made cigarette machin-
ery, tin foil, and processed scrap
tobacco.

By 1902, American Tobacco was
manufacturing and selling a com-
plete line of tobacco and tobacco-
related products — including over
100 brands of cigarettes — and
over 60 per cent of the nation’s
smoking and chewing tobacco,
about 80 per cent of the nation’s
snuff, and 14 per cent of its cigars.
And when the newly organized
Consolidated Tobacco Company,
Continental Tobacco Company, and
the American Tobacco Company
all merged in October, 1904, to
form the new American Tobacco
Company, the last phase of the di-
versification and consolidation of
tobacco properties was complete.
The American Tobacco Company
was now a major factor in all
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phases of the tobacco industry do-
mestically and internationally (al-
though relatively weak in cigars),
and its position would be main-
tained (and even increased in plug
chewing tobacco) until dissolu-
tion by the courts in 1911.

The 1890-1910 Period: Acquisitions

Though American Tobacco did
acquire many firms in all phases
of the tobacco business between
1890 and 1911, the total number
of their acquisitions must be put
in perspective. While over 200 ac-
quisitions appears high — and cre-
ates the impression that only a
few independent tobacco firms re-
mained—the tobacco industry con-
tained thousands of independent
firms in the period under consid-
eration. While American Tobacco
did the great bulk of much of the
tobacco industry in a few large
manufacturing plants, thousands
of smaller independent firms sold
their products at a profit in the
open market in competition with
the “Trust.”

For example, as many as 300 in-
dependent cigarette manufactur-
ers may have existed in 191015
similarly, while the Trust pro-
duced a great percentage of the
nation’s output of smoking tobac-
m_Nicholls, Price Polictes in the
Cigarette Industry, p. 17. Jones mentions
528 independent plants in 1906; see

Jones, The Trust Problem in the United
States, p. 146.
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co in fewer than 25 plants, there
were as many as 3,000 plants man-
ufacturing smoking tobacco in
1910.2¢ In addition, the Trust ac-
counted for only about seven of
the nation’s estimated 70 snuff
manufacturing plants.l” And fi-
nally, the American Cigar Com-
pany operated just 29 manufac-
turing operations in 1906, while
the cigar industry contained up-
wards of 20,000 independent
firms.1® Thus, the tobacco indus-
try contained thousands of firms
in spite of the acquisition activi-
ties of the “Trust.”

Entry and Economies of Scale

The major reason for the num-
bers of rival sellers is not difficult
to discover. With or without the
“Trust,” entry into tobacco manu-
facture was relatively easy. The
raw material was available to all
at the going market rates and the
Trust itself owned no tobacco land
whatsoever. Anyone who wanted
to compete could purchase the
available raw materials and at-
tempt to sell his product in the
open market. In addition, the
Trust possessed neither discrimi-
natory transportation rates or re-
bates!® nor any superior produc-
TNic-h—olls, Price Policies in the Ciga-
rette Industry, p. 15.

17 Ibid,

18 Ibid. p. 13. Also, see Ripley, Trusts,

Pools, and Corporations, p. 295.
19 221 U.S. 129.
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tion method protected by patent.20
Thus, it was not surprising to find
many independent firms in an in-
dustry where neither the raw ma-
terial nor the efficient means of
production were, or could have
been, “monopolized.”

The major reason for the Amer-
ican Tobacco’s policy of acquisi-
tions is not difficult to discover
either: it made economic sense.
For example, much emotional non-
sense has been made of the fact
that American acquired firms and,
subsequently, shut them down.2!
The crucial point, of course, is
that American concentrated to-
bacco production —and particu-
larly cigarette production with
only two large plants in New York
and Richmond — to achieve quite
obvious and substantial scale econ-
omies.22 Most of the acquired fa-
cilities were mechanically ineffi-
cient, and had been acquired only
to secure the immensely more
valuable competitive brand name.
Once acquired the product itself
could be produced more efficiently
in American’s own modern and
efficient facilities. Thus, it made

2¢ Jacobstein, “The Tobacco Industry
in the United States,” p. 101,

21 Wileox, Public Policies Towards
Busginess (Homewood, Illinois: Richard D.
Irwin, 1966), says that one of the Ameri-
can’s “unfair” methods of competition
was buying plants to shut them down
(p. 139).

22 Transcript of Record, 221 U.S. 106,
Volume I, pp. 208-211.
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good sense and good economics to
close down marginal manufactur-
ing operations, and no tears need
be shed for the “dismantled fac-
tories.” There is no evidence that
any of the former owners shed
such tears since American Tobac-
co’s terms (stock in the Trust or
cash) were admitted to be gen-
erous to all concerned. Thus, the
plants were not acquired just to
shut them down.

Other Economies Achieved

Other economies of the acquisi-
tion policy were achieved in im-
portant though not so obvious
ways. For example, American’s
huge production made the owner-
ship of its own foil, box, and bag
firms almost mandatory, and the
advantages and savings to be re-
alized by accurate and continuous
deliveries of these products made
economic sense. Its acquisition of
MacAndrews & Forbes and Mell
& Rittenhouse, the two leading
manufacturers of licorice paste,
was predicated on possible econo-
mies and on the very real fact that
the Japanese-Russian War threat-
ened Near East licorice supplies
and, consequently, American To-
bacco’s expansion of plug tobac-
c0.28 Independent foil, box, and
bag firms still remained in the
market place, and at least 4 other
manufacturers sold licorice paste

2 Ibid., pp. 227-231,
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independent of the American To-
bacco firms. There is also no evi-
dence that American’s paste firms
refused to sell to anyone who
wanted licorice at the going mar-
ket prices. Thus, this aspect of
the vertical integration of Amer-
ican Tobacco was economically
logical and certainly cannot be
condemned as necessarily restrain-
ing trade.

American’s integration into dis-
tribution also realized economies.
With the virtual elimination of
the middleman, the jobbers not
unhealthy margin could be realized
by the tobacco manufacturer,2¢
Wholly owned retail establish-
ments could also push particular
brands more effectively and be-
come an important advertising and
marketing innovation. American
Tobacco’s United Cigar Stores, the
most famous and effective tobacco
product’s retail chain — with over
1,000 stores by 1910 and at least
300 in New York City alone—
were certainly important in this
respect.

There were still other more sub-
tle economies. A certain amount
of inefficient cross-hauling or
cross-freighting was automatically
eliminated since American Tobac-
co could fill orders for finished
tobacco products from a number
of different manufacturing loca-

24 Tennant, The American Cigarette
Industry, pp. 51-52,
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tions.2% In those modernly equipped
factories labored nonunion help,
and this saved American from 10
to 20 per cent on its wage ex-
penses vis-a-vis most of its com-
petitors which employed Tobacco
Workers Union labor.?¢ The To-
bacco Trust could demand prompt
settlement of all outstanding ac-
counts (30 days), while it was
quite common for smaller manu-
facturers to wait two to four
months for payment.2?” It could
employ fewer salesmen per prod-
uct since many of its brands were
long established; orders could
even be filled by mail without
agents of any sort.28 And, lastly,
it could employ, and did employ,
some of the keenest managerial
talent in the industry,2® and they
proceeded to implement and extend
the potential economies already
discussed above.

Consumers and Competitors

But while the “Tobacco Trust”
enjoyed “economies,” what became
of the tobacco consumer and of
the “Trust’s” competitors? Did
American Tobacco simply act like
a “classical” monopolist by re-
stricting output and raising price?
Or did American act like a “preda-

25 Jacobstein, “The Tobacco Industry
in the United States,” p. 126,

26 Ibid., pp. 125-126.

27 Ibid,, p. 121.

28 Ibid., p. 128,

29 [bid., p. 128,
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tory” monopolist and use its mar-
ket power to lower prices, and,
consequently, drive its competi-
tion from the market? Actually,
there is little evidence that Amer-
ican Tobacco followed either mo-
nopolistic-like conduct: they nei-
ther restricted outputs nor raised
prices, nor engaged — as a general
rule —in predatory pricing prac-
tices designed to eliminate their
competition.3® For example, Amer-
ican Tobacco’s cigarettes (per
thousand, less tax) sold for $2.77
in 1895, $2.29 in 1902, and $2.20
in 1907; fine cut (per pound, less
tax) sold for 27 cents in 1895, 33
cents in 1902, and 30 cents in
1907; smoking tobacco sold for
25 cents (per pound, less tax) in
1895, 26.7 cents in 1902, and 30.1
cents in 1907; plug sold for 15.5
cents (per pound, less tax) in
1895, 27.7 cents in 1902, and 30.4
cents in 1907; and little cigars
sold for $4.60 (per thousand, less
tax) in 1895, $4.37 in 1902, and
$3.60 in 1907.31 In the same period
(1895-1907), the price of leaf
tobacco per pound rose from 6 to
10.5 cents.32 Thus, the pricing
record indicated above on tobacco
products was accomplished during
a period when the price of the es-

30 Tennant, The American Cigarette
Imdustry, pp. 49-57.

31 U.S. Research and Brief, 221 U.S.
106, Appendix “P,” p. 329.

32 Tennant, The American Cigarette
Imdustry, p. 53.
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sential raw material had increased
about 40 per cent.

Predatory practices are expen-
sive, and it is not usually profita-
ble to attempt to eliminate com-
petition through this technique.
This would be especially true in
an industry where entry was rela-
tively easy, where nonprice com-
petitive factors were crucial, and
where there were hundreds — even
thousands — of competitive sellers
already in existence. Such a gen-
eral policy on the part of Amer-
ican Tobacco would have been fool-
ish and foolhardy, and no such gen-
eral policy was attempted. Although
there may have been some isolated
instances where price-cutting
played an important part in merg-
er or consolidation,?3 such prac-
tices were not the rule.

33 The “plug war” (1894-1898) is prob-
ably the most famous example. During
this “war,” American sold plug at a loss
until the large independent plug manu-
facturers defaulted. The “independents”
came together to form the Continental
Tobacco Company whose president was
James B. Duke.

But some additional facts complicate
an easy interpretation of this “war.” In
the first place, it was not established that
American started the “plug war.” Sec-
ondly, the price reductions were limited
to only a few “fighting brands’; while
American Tobacco lost money on plug, all
the large independent plug manufac-
turers continued to earn a profit. Lastly,
plug sales increared from 9 million
pounds in 1894 to 38 million pounds in
1897. See Tennant, The American Ciga-
rette Industry, p. 29.
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The Lower Court Decision

The comments concerning Amer-
ican Tobacco’s efficiency and price
policy related above are certainly
not original. Amazingly, the same
sort of comments can be discovered
in a reading of the Circuit Court
decision (U.S. v. American Tobac-
co, 164 Federal Reporter, 1908)
that first determined that Amer-
can Tobacco had violated the
Sherman Act. Although Circuit
Judge Lacombe found American
guilty of violating the Sherman
Act, he stated, with respect to the
economic issues involved that:

“The record in this case does mot
indicate that there has been any in-
crease in the price of tobacco products
to the consumer. There is an absence
of persuasive evidence that by unfair
competition or improper practices in-
dependent dealers have been dra-
gooned into giving up their individual
enterprises and selling out to the
principal defendant. . . . During the
existence of the American Tobacco
Company new enterprises have been
started, some with small capital, in
competition with it, and have thriven.
The price of leaf tobacco — the raw
material — except for one brief period
of abnormal conditions, has steadily
increased, until it has nearly doubled,
while at the same time 150,000 addi-
tional acres have been devoted to
tobacco crops and the consumption of
leaf has greatly increased. Through
the enterprise of defendant and at a
large expense, new markets for Amer-
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ican tobacco have been opened or de-
veloped in India, China, and else-
where.” (Italics added.)34

Circuit Court Judge Noyes,
while concurring with Judge La-
combe in American Tobacco’s
guilt, also appeared to concur in
the economic issues involved.

“Insofar as combinations result
from the operation of economic prin-
ciples, it may be doubtful whether
they should be stayed at all by legis-
lation. . .. It may be that the present
anti-trust statute should be amended
and made applicable only to those
combinations which unreasonably re-
strain trade — that it should draw a
line between those combinations which
work for good and those which work
for evil. But these are all legislative,
and not judicial, questions.”35

It was Judge Ward (dissent-
ing), however, who crystallized the
economic issues in the case.

“So far as the volume of trade in
tobacco is concerned, the proofs show
that it has enormously increased from
the raw material to the manufactured
product since the combinations, and,
so far as the price of the product is
concerned, that it has not been in-
creased to the consumer and has
varied only as the price of the raw
material of leaf tobacco has varied.

The purpose of the combination
was not to restrain trade or present
competition . . . but, by intelligent
economies, to increase the volume and

3¢ 164, Fed. Reporter, pp. 702-703.
35 Ibid., p. T12.
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the profits of the business in which
the parties engaged.” (Italies
added.) 36

“A perusal of the record satisfied
me that their [American Tobacco}
purpose and conduct were not illegal
or oppressive, but that they strove, as
every businessman strives, to increase
their business, and that their great
success is a natural growth resulting
from industry, intelligence, and econ-
omy, doubtless largely helped by the
volume of business done and the great
capital at command.”37

Yet, although three of the four
Circuit Court judges admitted
that there was evidence to indi-
cate that American Tobacco was
efficient, had not raised prices, had
expanded outputs, had not de-
pressed leaf prices, and had not
“dragooned” competitors, Judge
Coxe joined Judges Lacombe and
Noyes in concurring that Ameri-
can Tobacco violated the Sherman
Act! Clearly the conduct and eco-
nomic performance of the defend-
ant had nothing to do with the
decision. American Tobacco was
convicted in spite of its economic
record because its mergers and ac-
quisitions inherently restrained
trade between the now merged or
acquired firms, and that violated
the Sherman Act as interpreted
in 1908. Judge Lacombe made the
majority’s position explicit:

36 Jbid., p. 726.
37 Ibid., p. T28.
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“...every aggregation of individu-
als or corporations, formerly inde-
pendent, immediately upon its forma-
tion terminated an existing competi-
tion, whether or not some other com-
petition may subsequently arise., The
act as above construed Sherman Act
prohibits every contract or combina-
tion in restraint of competition. Size
is not made the test: two individuals
who have been driving rival express
wagons between villages in two con-
tiguous states, who enter into a com-
bination to join forces and operate a
single line, restrain an existing com-
petition . ...

“Accepting this construction of the
statute, as it would seem this Court
must accept it, there can be little
doubt that it has been violated in this
case . .. the present American Tobac-
co Company was formed by subse-
quent merger of the original company
with the Continental Tobacco Com-
pany and the Consolidated Tobacco
Company, and when that merger be-
came complete two of its existing
competitors in the tobacco business
were eliminated.””38 (Italics added.)

It was irrelevant to inquire into
the benefits of the combination,
argued Judge Lacombe. It was
“not material” to consider subse-
quent business methods or the
effect of the combination on pro-
duction or prices. The fact that
American Tobacco had not abused
competitors, tobacco growers, or
consumers was “immaterial.” The

38 Ibid., p. 702.
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only issue that was material was
that:

“Kach one of these purchases of
existing concerns complained of in
the petition was a contract and com-
bination in restraint of competition
existing when it was entered into and
that is sufficient to bring it within the
ban of this drastic statute.”3? (Italics
added.)

And, thus, the three judges (with
Judge Ward dissenting) ruled that
the American Tobacco Company
must be divested.

The Supreme Court Decision of 191140

The Supreme Court decision
handed down in the American To-
bacco case by Justice White in
1911 is a virtual replay of the
Standard Oil decision of the same
year. Again, White suggests that
a “rule of reason” be applied to
the undisputed facts concerning
the activities of the American To-
bacco Company.#! But, again, that
“rule of reason” does not include
a careful economic analysis of the
Tobacco Trust’s conduct-perform-
ance in the period under consid-
eration. All the Supreme Court
did (again) was to detail the
history of the tobacco industry be-
tween 1890 and 1907,42 and infer

39 Ibid., p. 703.

40 United States v. American Tobacco
Company 221 U.S, 105.

41 Ibid., pp. 155, 178-179.

42 Ibid., pp. 165-175,
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from these undisputed facts that
the intent and “wrongful purpose”
of American Tobacco must have
“been to acquire a monopolistic
position in the tobacco industry.43
This conclusion was “inevitable,”
said White,4* and could be ‘“over-
whelmingly established” by refer-
ence to the following facts: (a)
the original combination of ciga-
rette firms in 1890 was ‘“impelled”
by a trade war; (b) an “intention
existed to use the power of the
combination as a vantage ground
to further monopolize the trade in
tobacco,” and the power was used,
i.e., the “plug and snuff wars”;
(c¢) the Trust attempted to con-
ceal the extent of its “control”
with secret agreements and bogus
independents; (d) American To-
bacco’s policy of vertical integra-
tion served as a ‘“barrier to the
entry of others into the tobacco
trade”; (e) American Tobacco
expended millions of dollars to
purchase plants, “not for the pur-
pose of utilizing them, but in order
to close them up and render them
useless for the purposes of trade”;
(f) there were some agreements
not to compete between American
and some formerly independent
tobacco manufacturers.® With
these “facts” in mind, the conclu-
sion was inevitable:

43 Jbid., pp. 181-184,
44 Tbid., p. 182.
45 Ibid., pp. 182-183,
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“Indeed, when the results of the
undisputed proof which we have
stated are fully apprehended, and the
wrongful acts which they exhibit are
considered, there comes inevitably to
the mind the conviction that it was
the danger which it was deemed would
arise to individual liberty and the
public well-being from acts like those
which this record exhibits, which led
the legislative mind to conceive and
enact the anti-trust act. . ..” (Italics
added.) 46

But, as has been demonstrated
in our review of the American
Tobacco Company, whether such
“acts” are a danger to “individual
liberty” and the “public well-
being” is a matter of dispute. To
inevitably infer, for example, that
purchasing plants and closing them
down endangers liberty or the
public well-being, without an eco-
nomic analysis of the costs and
benefits of such an action, is an
unwarranted and faulty inference.
If the agreements to secure these
“plants” were voluntarily arrived
at, then “individual liberty” was
not endangered; if the plants
closed down by American Tobacco
were inefficient, and if the prod-
ucts continued to be produced at
larger, more efficient factories,
then the danger to the public well-
being is nmot obvious. The same
kind of questions can be raised
about the rest of the “undisputed

48 Ibid., p. 183.
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facts” and “inevitable inferences”
in this case.

Conclusion

Unfortunately, the Supreme
Court in the American Tobacco
case did not choose to analyze the
economic issues involved, nor
choose to use the rule of reason
as an economic standard to see
whether the public well-being had
been harmed. Such an analysis, if
performed, would have involved a
discussion of prices, outputs, econ-
omies associated with merger,
growth of competitors (especially
in cigarette manufacture), and a
host of related issues; no such
discussion is discovered in this
case. American Tobacco was con-
victed of violating the Sherman
Act because its acts, contracts,
agreements, and combinations
were of such “an wnusual and
wrongful character as to bring
them within the prohibitions of
the law.”’47 The Circuit Court was
directed to devise a plan of dis-

47 Ibid., p. 181. (Italics added.)
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solving the illegal combination,
and “recreating” a new market
structure that would not violate
the antitrust law.

The fundamental purpose of
this study has been to demonstrate
that the famous American Tobac-
co decision of 1911 did not turn
on any sort of sophisticated eco-
nomic analysis of actual market
conduct or performance. An even
wider purpose, however, has been
to suggest by example that struc-
tural changes a priori prove pre-
cious little about consumer welfare
and that it is not always safe to
assume that “bad” structure leads
inevitably to “bad” conduct or
“pbad” performance. Since the
present trend in antitrust think-
ing appears to be moving toward
an almost complete reliance on
structural factors,*®.the implicit
danger of such an approach should
be obvious. @

48 Samuel A. Smith, “Antitrust and
the Monopoly Problem: Towards a more
Relevant Legal Analysis,” Antitrust Law
& Economics Review, Volume 2, No. 4
(Summer, 1969), pp. 19-58,

THERE IS A NATURAL OBSTACLE to progress in abstract thought,
which has often delayed rational inquiry; an erroneous concept or
theory may be expressed in terms which embody the error, so that
thinking is blocked until the misleading words are discarded from

ISABEL PATTERSON, The God of the Machine



So Who Are You, Young Man?

Rebellious Youth with anger burdened,
Cease awhile from protestations.

Halt dissents and demonstrations.
Stop and think.

Ponder on the fact that you,

Like all your mentors, first to last,
Are but an echo of the past

And little more.

A heritage from Fate, you are

A complex of regeneration,

The old made new through reclamation.
The fruit of salvage.

Your growing bones, and flesh, and brain
Were all controlled by DNA

With guiding genes that got away

From predecessors.

All you've learned was known before you.
All you know is what was taught you

By your elders who have brought you
Where you are.

To the stern world of Experience
Where convictions are diluted
And raw knowledge is transmuted
Into wisdom.

187
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Where absolutes are stuff for dreams
And almost never are attained

While worthy ends are quickest gained
Through compromise.

All you’ve angrily condemned
All the grievances bewailed
Have persistently prevailed
Throughout the ages.

The System or Establishment,
To you, a faceless monster who
Forever stalls long over-due
Utopia.

Assaying the Establishment,

The seeker for the truth will find
A fair cross-section of Mankind
Like you and me.

Just Man with all his weaknesses,

His greed, his fears, his self-concern,
His strivings, with good deeds, to earn
Some commendation.

So, Rebel Youth, when you commence
Your crusade for the right and good,
It seems the reformation should
Begin with Man.

So may it be.

JULIAN CHASE

Mr. Chase, in his 93rd year, was for many
years vice-president of the Chilton Company
and directing editor of its automotive division.



A REVIEWER’S NOTEBOOK

The Silent Revolution in England  °~

THE MAIN POINT of John W. Os-
borne’s The Silent Revolution:
The Industrial Revolution in Eng-
land as a Source of Social Change
(Scribner’s, $7.95) is that if there
hadn’t been capitalism, there
wouldn’t be any funds for modern
welfare. In many ways Professor
Osborne’s useful little book sup-
plements and amplifies the papers
read at the Mont Pelerin Society
meeting held at Beauvallon in
France in 1951, and subsequently
published in a volume edited by
Professor F'. A. Hayek, Capitalism
and the Historians. With the
same attention to detail that was
supplied by T. S. Ashton and W.
H. Hutt, two of Hayek’s contrib-

JOHN CHAMBERLAIN

o

utors, Professor Osborne makes
a convincing case that the lot of
man in England was considerably
improved by the industrial revo-
lution. Unfortunately, the Osborne
book doesn’t go on to the next
question: just how far can the
welfare state be pushed without
milking the capitalist cow, the
source of high modern produc-
tivity, to death? After a brave
beginning, The Silent Revolution
trails off; it.is not governed by
any rigorous economic thinking.
But before Professor Osborne
comes to what amounts to a non-
conclusion, there is much to
support the Mises-Hayek-Ashton
contention that our standard his-
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torians of the industrial revolu-
tion failed to do their homework.
It was Marx’'s collaborator, Fried-
rich Engels, who established the
stereotype about the idyllic Eng-
land of pre-capitalist times. Rely-
ing on government reports of a
highly selective nature, Engels,
along with J. L. and Barbara
Hammond of The Town Labourer
fame, contrasted the world of the
early factories with the “merry
England” of supposed tradition.
The only trouble with the contrast
is that pre-industrial England
supported a small population of
eight to ten million mostly at a
poor subsistence level. Industrial-
ism enabled the population to
quadruple, and it was a more
humane and better fed population
than the pre-industrial age had
ever known.

““Bucolic’’ England

It was a coarse and brutal Eng-
land that existed in eighteenth
century times. The roads were
impassable for much of the year;
people were bound by the village
horizon. The criminal code was
harsh; pickpockets could be pun-
ished by execution, and the crowds
regarded a hanging as a sport-
ing event. The ordinary English-
man, says Osborne, “was illiterate
and uncouth . . . his conduct
swayed between extremes of bois-
terous good nature or sullen vio-
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lence. . . . Devoid of letters, with
his body warped by hunger and
illness and his spirit clouded by
worry and personal tragedy, this
ordinary Englishman was not
worse off than his counterparts
either in Europe at the time or
in Africa or Asia today.” The
ordinary Englishman was fatalis-
tic about his politics, which gave
a conservative tone to public life.
In short, the picture of Merry
England of the Greenwood was
something that existed in Fried-
rich Engels’ imagination; the re-
ality of bucolic England was often
the reality of scratching for a
dole under the old poor laws. Chil-
dren starved out of sight in rural
hovels; and the pre-industrial
towns, lacking gas lighting and a
decent water supply, were at least
as bad as anything that came with
the factory system.

Like T. S. Ashton before him,
Professor Osborne blames the
crowded conditions of Manchester
not on “capitalist greed” but on
the Napoleonic wars. For a full
generation very little housing was
built: wartime interest rates were
too high, window space and bricks
and tiles were heavily taxed, iron
had to be used for cannon instead
of pipe, and the war inflation had
made the purchase of oak and fir
prohibitive. Yet even the crowded
warrens of Manchester were pref-
erable to life in the countryside;
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if they hadn’t been, people
wouldn’t have moved to take ad-
vantage of factory wages.

Enter: Industrial Capitalism

The great textile manufactur-
ing inventions of Arkwright,
Crompton, Cartwright, Kay, and
Hargreaves, supporting each other
as spinning caught up with weav-
ing, combined with the Watt steam
engine to give Britain a jump on
the outer world. With affluence a
possibility, people got the idea that
their troubles could be amelio-
rated. This, says Professor Os-
borne, gave the reformers their
cue., The new Factory Acts, the
child labor laws, the extension of
the franchise, the growth of
schools, the establishment of hos-
pitals, and the very rise of Fabian
socialism itself, were all possible
because the wealth was there to
pay the bills.

Professor Osborne’s idea is that
the moral climate changed from
the coarseness and drunkenness of
eighteenth century society to the
regularity and prudery of Victori-
anism largely because industrial-
ism and its superstructure of
modern business demanded re-
sponsibility. The old spasmodie
rhythm of working with the sea-
sons gave way to a regularly
spaced rhythm of working with
the clock. Disciplined work was
followed by disciplined sport. The
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new capitalistic toll roads broke
down the parochial England of the
village, and the railroads, after
the coaching age of Charles Dick-
eng, completed the job.

Robert Owen — Capitalist
Turned Reformer

If industrial capitalism was
needed to support a new humani-
tarian England, one would think
that Professor Osborne would be
at pains to warn the socialists
against putting too heavy a
charge on it. After all, there must
be profits and a continued spirit
of innovation to sustain the taxa-
tion that pays for welfare. Pro-
fessor Osborne, however, doesn’t
seem particularly concerned with
this problem. He misses the true
significance of Robert Owen, the
early nineteenth century capital-
ist of the New Lanark mills. Long
before Henry Ford, Owen decided
that a healthy, educated, and rea-
sonably well-paid working force
would improve both productivity
and profits in his factory. And so
it proved: Owen, by treating his
workers well, became a rich man.
Then, in one of the great social
non sequiturs of his age, he turned
collectivist reformer, His attempt
to found a socialist community in
America came to grief, and his
pompous politicking in Britain got
him nowhere. If he had spent
his energies on converting other
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manufacturers to a Henry Ford
view of economics, he would have
done much more for England.
One wishes that Professor Os-
borne had made something of
the regression in modern Britain
that has accompanied the rejec-
tion of nineteenth century capi-
talist values. He says that “be-
tween 1700 and 1825, no less
than one hundred and fifty-four
hospitals and dispensaries were
founded in the British Isles.” Un-
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der the modern British socialized
medical schemes, the rate of hos-
pital building has fallen to a
whisper. Doesn’t this convey some-
thing? Industrialism got its start
in England, as Professor Osborne
points out, because of the prior
existence of English freedoms,
The state hadn’t become absolute
as it had in France. But now the
state grows. I wish Professor Os-
borne had drawn the proper con-
clusion. ®
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SOME THOUGHTS ON

OLENCE

EpMUND A. OPITZ

MoOST HUMAN differences are set-
tled peacefully. Collisions of in-
terest occur sporadically, but when
intelligence and good-will com-
bine we work out a modus wvi-
vendi. Conflicting opinions are
resolved by an appeal to reason;
patience and persuasion ease the
frictions arising out of personal
encounters. Thus it is in most
areas; we carve out survival pat-
terns and get along with each
other. But there are periods of
history more violent than others
when arbitration works poorly
and conflict intensifies; we are
living through one such.

Warfare of unusual ferocity
has plagued the West for more
than half a century — despite lip
service to peace in the form of
nominal pacifism and humanitari-

The Reverend Mr. Opitz is a member of the
staff of the Foundation for Economic Educa-
tion. This article, slightly abridged, appeared
in The Lutheran Scholar, October, 1970,

anism. But international strife is
not the only plague; domestic ten-
sions break out of bounds with
increasing frequency; riots, dem-
onstrations, assault, kidnappings,
bombings, strikes, and acts of
sabotage barely make the front
pages, so commonplace have they
hecome. Out of the woodwork
come spellbinders to lecture uni-
versity audiences on gunbarrel
politics, revolution for its own
sake, and the beauties of violence,
Professors of philosophy are in-
voked to provide a specious ration-
ale for destructionism. A cult of
violence and systematic terror
comes into being. There’s no
longer time to take thought, we
are told; men must act. Incessant
and strident calls to action are
directed toward the base emotions
of hatred and fear, drowning out
quiet appeals to the mind. The
demand that we do something re-
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sults in thoughtless action, and
mindless violence breeds more of
the same.

Violence Displaces Reason

What has brought about this
state of affairs? How shall we ac-
count for the increased violence
that mars our land? It is obvious
that violence and the cult of vio-
lence expands as faith in reason
declines — only when people are
convinced that differences cannot
be worked out intelligently do they
resort to force. The restoration of
reason to its proper role in human
affairs is essential if we would
live in peace, but first we must
try to understand what has caused
men of the modern era to distrust
reason.

History is not simply what Gib-
bon called it, a catalogue of “the
crimes, follies, and misfortunes of
mankind”; but the human record
is spotty and there has been vio-
lence in every era. People differ,
and occasional conflict is thus a
built-in feature of human action.
The species could not have sur-
vived, of course, were there not a
preponderance of cooperation and
mutual aid in human affairs, but
traces of friction remain even un-
der the best of conditions. Abra-
sive contacts between men may be
eased by good will plus a disposi-
tion to argue it out rather than
fight it out, but when all strata-
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gems fail and flight is impossible
human beings do resort to force.
Violence, in other words, is an-
cient in human experience — but
as a last resort. It is today’s cult
of violence that needs diagnosing.

A collision of interests devel-
ops between two evenly matched
men. Before any blows are struck
one man says to his adversary,
“Come let us reason together,” or
words to that effect. If this offer
is accepted it is because both men
hold certain assumptions in com-
mon. Each man takes it for granted
that he is a finite and fallible
human being; he entertains a set
of convictions on grounds he deems
reasonable, but he has no im-
mediate access to Universal Rea-
son which might assure certitude.
It is assumed that men are gifted
with a divine spark, reason-—a
valid instrument for getting at
the truth when used properly,
that is, with due regard for logic
and in good faith. Finally, it is
assumed that the universe is ra-
tionally structured, in the main,
so that there is a correspondence
between correct reasoning and
the nature of things, enabling
men who start from different
places to think their way through
to common ground.

The human reason, employed
within these rules, may thus re-
duce tensions and resolve conflict.
It may firm up one’s own convic-
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tions, enhance appreciation of the
' opponent’s views, and persuade a
man to ponder the rich diversity
of mankind. Admittedly, even un-
der the best of conditions men
may not find a reasonable modus
vivendi; words may lead to blows,
But violence, if it occurs, is at
any rate postponed to the last
stage. It is not condoned.

Imagine another encounter. The
antagonists this time do not
share a common faith in the ef-
ficacy of reason. Skeptical of rea-
son as a useful means for thrash-
ing out differences of opinion
they are prepared to accept the
alternative that differences can be
settled only by the forced imposi-
tion of one man’s or one party’s
will over the other. Everything
that denies or diminishes Mind,
everything that downgrades rea-
son, transforms a point of view —
which is reasonable or amenable
to reason — into a nonnegotiable
demand for submission to supe-
rior force. Men have a condition
- rather than an opinion; two states
of mind confront each other.

Slogans to Live By

The True Believer does not en-
tertain conclusions arrived at by
marshalling the relevant evidence
and drawing from it the correct
inferences; to the contrary, he has
been programmed with a set of
armed doctrines picked up ready
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to use from the nearest intellec-
tual arsenal — newspaper, TV, lib-
eral journal, college, or whatever.
Instead of ideas which might en-
lighten, there are slogans, catch-
words, and labels—a new set
every few years — that nerve both
sides for combat. When the pre-
vailing ideology deters men from
ventilating their differences rea-
sonably they fight about their
differences, hence the depressing
increase of violence in our time.
And the proceedings are rational-
ized; hence the cult of violence.
Faith in reason is at a low ebb
in modern man; Mind is bogged
down in the snarled ideological
skein of the twentieth century.
The low estate of things mental is
the consequence of a trend which
has brought several sets of ideas
together.
e Philosophical materialism and
mechanism assumes that the ul-
timate reality is nonmental; only
bits of matter or electrical
charges or whatever are, in the
final analysis, real. If so, then
thought is but a reflex of neural
events. “Our mental conditions,”
wrote T. H. Huxley, “are simply
the symbols in consciousness of
the changes which take place auto-
matically in the organism.” Fare-
well to free will, if ‘“the brain
secretes thought as the liver se-
cretes bile,” as one materialist put
it.
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¢ Evolutionism, popularly under-
stood, conveys the idea that living
things began as a stirring in the
primeval ooze and became what
they are now by random inter-
action with the physicochemical
environment, moved by no pur-
pose, aiming at no goal. “Darwin
banished Mind from the uni-
verse,” cried Samuel Butler. Man,
wrote Bertrand Russell, is ‘“but
the outcome of accidental colloca-
tions of atoms.”

¢ From popular psychology comes
the notion that reason is but ra-
tionalization, that conscious men-
tal processes are but a gloss for
primitive and irrational impulses
erupting from the unconscious
mind. Psychoanalysis discredits
mind by subordinating intellect to
the Id.

¢ From Marxism comes the no-
tion that class interest dictates a
man’s thinking. There is one logic
for the proletariat and another for
the bourgeoisie, and the mode of
production governs the philosoph-
ical systems men erect, and their
life goals as well. The unfortu-
nately placed middle class forever
gropes in darkness, unable to
share the light revealed to Marx
and his votaries.

These are some of the battle
lines where men must fight to
vindicate themselves as reasoning
beings, possessed of free will, ca-
pable of guiding their lives with
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intelligence and idealism. The
Mind must be restored to its
rightful place in the total scheme
of things, and that place is central
for, if the Mind be deemed un-
trustworthy, who can then trust
any conclusion? The centrality of
Mind must be the keystone of any
philosophy worth the allegiance
of rational creatures, and this is
the battle line behind all the
others.
e QOverarching all other causes
for the flight from reason is the
decline of theism — an interpreta-
tion of the cosmos which finds a
mental or spiritual principle be-
yond nature, If there is no God
the cosmos is only, in the final
analysis, brute fact, and a man’s
thoughts are reduced to a bodily
function. The thinking part of a
man is validated ultimately by its
kinghip with the Divine Mind.
Theism contends, as a mini-
mum, that a Conscious Intelli-
gence sustains all things, working
out its purposes through man, na-
ture, and society. This is to say
that the universe is rationally
structured, and this is why cor-
rect reasoning pans a few pre-
cious nuggets of truth. Restora-
tion of faith in the efficacy of rea-
son and a revival of theism go
hand in hand. But this is not all.
Acceptance of the Creator re-
minds men of their own finitude;
no man can believe in his own om-
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nipotence who has any sense of
God’s power. And finite men,
aware of their limited vision, have
a strong inducement to enrich
their own outlook by ecross fertili-
zation from other points of view.

A revival of theism, in the third

place, will curb utopianism. Men
vainly dream that some combina-

Civil Disobedience
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tion of political and scientific ex-
pertise will usher in a heaven on
earth, and they use this future
possibility as an excuse for pres-
ent tyranny. Under theism, they
modestly seek to improve them-
selves and their grasp of truth,
thus making the human situation
more tolerable, confident that the
final issue is in God’s hands. @

WHILE THE IDEA of civil disobedience may evoke sympathy where
the claim is made that the cause is just, once we accept such a
doubtful doctrine we legitimatize it for other causes which we
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might reject. We must be even more careful in the sympathetic
case because, in effect, that sets the standard of conduct which
then becomes acceptable for cases not as appealing or for groups
not as responsible. Thus, we substitute pressure for persuasion
and squander the carefully nurtured value of self-restraint and

jeopardize the system of law. . . .

The plain fact of human nature is that the organized disobedi-
ence of masses stirs up the primitive. This has been true of a
soccer crowd and a lynch mob. Psychologically and psychiatrically
it is very clear that no man — no matter how well intentioned —
can keep group passions in control.

MORRIS I. LEIBMAN



UNEVEN

INFLATION

GEORGE HAGEDORN

Ir, as of midnight on a certain
date, every dollar were to count as
two dollars, and every price, wage
rate, etc. were doubled, the result-
ing “inflation” would make abso-
lutely no difference to anybody.
The only problem might be to ad-
just our financial arithmetic.

In practice, inflation does not,
and cannot, ever happen that way.
It occurs as a process spread out
over time. And it affects incomes,
prices, and the value of assets
unevenly over the time scale. At
any given stage of the process,
some people are ahead of the game
and some are behind. Even when
the process is all over, some will
still be behind and others still
ahead.

This is an elementary and per-
Mr. Hagedorn is Vice-President and Chief
Economist of the National Association of

Manufacturers. This column appeared in
NAM Reports, January 11, 1971,
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haps a rather pedantic line of
thought. But it is often ignored
in practice. Inflation is discussed
as though its chief evil lay in the
general rise in prices and incomes.

The real evil of inflation lies in
the fact that it is not general
enough. The uneven response of
various prices and incomes intro-
duces distortions and inequities
into the economy. The position of
various sectors of the economy
relative to each other is changed.
As the process proceeds the rela-
tive position of the goods sector
vs. the service sector, of employ-
ers vs. employees, of organized
labor vs. unorganized labor, of
borrowers vs. lenders, of pension-
ers vs. active workers, etc., etc.,
keeps changing.

Naturally, as this goes on, it
provokes strong feelings among
those affected. The groups that
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fall behind, relatively, are em-
bittered. But those who have
gained ground are not likely to
feel especially favored — they are
more likely to conclude simply that
at last they have got their due.
Thus, the balance between satis-
faction and dissatisfaction with
the inflationary developments is
not an even one.

The Function of Prices

But the effect of the inflation on
intergroup equity, or subjective
feelings of equity, is not the only
problem involved. The relation-
ship among various incomes and
prices is the mechanism which
keeps our economy going as an
efficient producer of goods and
services. Goods can’t be produced
if their costs exceed their market
price. And if costs and prices are
so related that a profit can be
made on almost anything, no mat-
ter how inefficiently it is produced,
manpower and capital are not allo-
cated to the most useful purposes.
The relationships among prices
(in the broadest sense of the
word) are more important in
maintaining a workable economy
than the absolute level of prices.

Thus, during the inflationary
process, patterns of economic ac-
tivity are distorted. This might
not be too bad, but the temporary
effect of changed price-income re-
lationships is often interpreted as

UNEVEN INFLATION
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a permanent change in demand
patterns. Capital is invested fto
supply goods that may not be
wanted later — and is not invested
where it will be needed. Workers
are hired and trained for jobs that
may not exist beyond the infla-
tionary period.

This is not anyone’s fault in
particular. The price-income sig-
nal system which we rely on to
control the economic traffic is
thrown out of kilter by the un-
even inflationary process.

When the inflation ends — as all
inflations must — the process is
thrown into reverse. Not that
prices and incomes generally go
down, but those which have been
behind tend to catch up. This proc-
ess, too, is a slow and uneven one.
At the end it is usually incomplete.

Malinvestments During Boom

The process of “disinflation” is
even more painful than the slow
and uneven process of inflation.
Those who may be catching up are
still bitter because they were be-
hind so long. Those who had
gained ground begin to feel a
vested right in their new position,
and will resent losing their tem-
porary relative advantage.

But the most unpleasant aspect
of a disinflation period is that we
are left with a heritage of the
misdirected investment and man-
power from the preceding infla-
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tion. It remains to be seen just
how serious a problem this will be
if, and as, we liquidate the infla-
tion of the late 1960’s. In the opin-
ion of this writer it will not be
_catastrophic (although it could
become so if the inflation is re-
activated). But it is already a
painful problem and we should
not deceive ourselves on that
score. The nation took an inflation
“trip” and we are only now learn-
ing how bad a trip it was.

In pointing out that the real
problem of inflation is not the
general price-income increase, but
its unevenness, we hope it is clear
that we are not advocating an at-
titude of complacency toward in-
flation. We are not suggesting
that inflation should be tolerated,
and our efforts should be merely
to insure that everything responds
simultaneously and proportionately
to it. Our economic institutions
are not geared to perform in that
way and it is hard to conceive of
any set of institutions that would.
Universal automatic escalation, if
it were possible, would destroy the
meaningfulness of our most basic

Stand-by Controls
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institution — money. The only way
to avoid the kind of distortions
and inequities we have described
is to avoid inflation.

Price Controls Assure

““Worst of Both Worlds"*

Our theme does, however, have
a bearing on an important na-
tional question. Those who believe
that the evil of inflation lies in the
general rise of prices and incomes
have a simple solution. All you
have to do, they say, is freeze all
prices and incomes at their pres-
ent levels by government decree.

The effect would be to freeze all
the distortions and inequities pro-
duced by inflation permanently in-
to the system. The temporary ad-
vantages of some groups over
others would be preserved as long
as the freeze endures. The process
of unwinding the inflation, and re-
storing a more rational pattern of
price and income relationships,
would be stopped dead.

A price level which is kept from
rising by jamming the internal
mechanism of our economy is the
real “worst of both worlds.” @

To ENACT stand-by controls would mean putting into the law of the
land a permanent endorsement of a basic tenet of socialism — the
principle that control of the vital mainstreams of commerce and
confiscation of the rights of private property are sound and just

F. A. HARPER



EVEN when government is limited
" to codifying the taboos, invoking a
common justice, and keeping the
peace, there is and has to be an
operating staff: a bureaucracy, as
we call it. Routine procedures of a
bureaucracy offer a legal way to
administer a police department,
as distinguished from arbitrary
rule.!

Worrycrats, as I call them, are a
special breed of totalitarian bu-
reaucrats who spawn rapidly as
society is socialized. These people
" concern themselves with our
health, education, welfare, auto
safety, drug intake, diet, and what
have you. Worrycrats today out-
number any other professionals in
history, so rapidly have they pro-
liferated.

We might say that theirs is in-
deed big business, except that the
activities of these worrycrats in no
way resemble a free market op-
eration. Freedom in transactions
has no part in this political pro-
cedure. Citizens are coerced to pay
. these professional worriers wheth-
er they want their services or not.
A nongovernmental operation of
similar nature would be called a
racket.

While the worrycrat has never
ranked higher in my esteem than
any other practitioner of chican-

1 See Bureaucracy by Ludwig von
Mises (New Rochelle, N. Y.: Arlington
House, 1969).

THE WORRYCRATS

LEONARD E. READ

ery, it took two successive observa-
tions to ‘“turn me on.” Driving
north on the Merritt Parkway, I
observed a brilliantly painted road-
way sign: ARE YOU DYING FOR
A SMOKE? While designed to
discourage smoking at the wheel,
it brought to mind the recurrent
messages beamed to us by worry-
crats.

Perhaps I would have dismissed
the thought had I not read in the
next morning’s paper about the
World Health Organization, op-
erating out of Geneva, announcing

203
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its plans “to step up its campaign
against cigarettes by reducing the
world’s production of tobacco.”
How? By getting farmers, the
world over, to switch to other
crops !2

Mine is not an argument in fa-
vor of smoking or against anyone
quitting; whether you smoke or
not is none of my business. Rather,
I question the propriety of our be-
ing coerced to pay worrycrats to
worry about us. We worry enough
on our own without paying to have
our worries multiplied. George
Robert Sims wrote a truism:

For one that big misfortunes slay,
Ten die of little worries.

An experience comes to mind. In
1947 1 visited Houston for the first
time. There were fifty VIP’s at
the dinner. Seated next to me was
an elderly gentleman. The next
noon, he remarked, “Leonard, you
were nervous before you spoke and
you drank far too much coffee.
That’s not good for you.”

Admitting to both the nervous-
ness and excessive coffee, I sug-
gested—perhaps incorrectly —that,
short of accidents, we are born,
more or less, with our time tags;
that my excesses might make a
year or two difference, but why
fret about that!

“I never thought of it that way

2 See New York Times, January 31,
1971, First Section, p. 12.
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before,” said he, “but now that you
mention it, here’s a piece of evi-
dence in your support. Fifty-some
years ago sixteen couples, all in
our early twenties, arrived in
Houston. We became close friends,
and I confess we smoked, drank a
lot of coffee, and even some alco-
hol. We worked hard but we had
fun. Then, when we reached forty
or thereabouts, all, except myself
and one other, began worrying
about when they were going to die.
Having a fretful eye on reaching
a ripe old age, they quit these
things, watched their diet, and
otherwise prepared for longevity.
You know, all except that other
fellow and me have gone to their
reward!”

The Competence of Worriers

Observe the massive outpour-
ings of the worrycrats — over TV,
radio, and in the press —about
lung cancer, heart failure, mer-
cury, cranberries, cyclomates, seat
belts, groceries, and so on. Unless
one sees through all of these un-
solicited oral and verbal counsels,
he is going to be unnecessarily
concerned. It is my contention that
tens of millions have had their or-
dinary fears and worries substan-
tially multiplied by reason of these
professional do-gooders. Millions
of people who never gave longevity
more than a second thought are
now worrying about it. Fear and
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worry are far deadlier menaces
than all the things the worryerats
pretend to protect us from. But
before trying to substantiate this
point, let us raise a few pertinent
questions.

Are these political saviors really
concerned about your welfare and
mine? Actually, they do not know
that you or I exist. Nor will they
know when we cease to exist.
What, then, is their motivation?
The truth is that T know as little
about their motivations as they
know about what is good or bad
for me. :

But let us suppose that they are
worried about you and me. Who
are they and what is their compe-
tence? Certainly, lovely ladies
serve a purpose, but they are not
experts when it comes to your wel-
fare or mine. Nor are publicists,
propagandists, the folks of Madi-
son Avenue — all of these people
who prepare the worry words we
hear and read.

Or, let us further suppose that
these worrycrats are the world’s
most advanced physicians and sci-
entists. Would they know enough
of what is injurious or helpful to
you or me to justify forcing this
information upon us or frighten-
ing us about it? You and I are in
no way alike; each individual is
unique, extraordinary, different.
Were this not the case, my doctor
could examine me and apply the

THE WORRYCRATS
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same findings to you and all others.
Examination of one would suffice
for everyone.

No Two the Same

As a matter of fact, individuals
vary widely. For instance, an asso-
ciate of mine must strenuously ex-
ercise to live. The same exertion
by most people would do them in.
A late friend of mine passed on at
95. He had observed a rule all his
life: never move except when nec-
essary. Similar inactivity for most
of us would bring about an early
demise. There are drugs which can
save your life but would kill me.
This is why pharmaceutical houses
publish long lists of contraindica-
tions for each drug they manu-
facture.

Dr. Roger Williams, a noted bio-
chemist at the University of Tex-
as, blamed a physician for the
death of a patient because he
treated her as an average person
— when there is no average person!
This led Dr. Williams into the
study of human variation and re-
sulted in three remarkable books:
Free and Unequal (1953), The Bio-
chemical Basis of Individuality
(1956), and You Are Extraordi-
nary (1967).3 For a striking ex-

3 Free and Unequal, Austin: Univer-
sity of Texas Press,

The Biochemical Basis of Individuality,
Austin: University of Texas Press.

You Are Extraordinary, New York:
Random House.
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ample among his findings: some
persons can imbibe twenty times
as much alcohol as can certain
others, and be no more inebriated!
A later study of his revealed that
even ‘“identical twins’’ are far from
identical.

I care not who sits behind the
worrycratic desk, whether a dull-
ard or an Aristotle. When anyone
thus tries to fathom our ills, de-
ficiencies, excesses, he is staring
into absolute darkness. Prescrib-
ing for and presiding over 200 mil-
lion distinctive, unique individuals
is no more within man’s compe-
tence than sitting atop the Cosmos
and directing the Universe. Con-
trary to socialist doctrine, we are
discrete beings — not a mass, a col-
lective, a lump of dough to be
kneaded, baked, and consumed!

Death Hastened by Fears
of Psychosomatic Origin

Now, what about fears, anxie-
ties, worries? Are they killers?
One scarcely needs modern science
to find support for the idea that
most ills are psychosomatic in ori-
gin. Go back well over two millen-
nia and there it is: “As a man
thinketh in his heart, so is he.”¢

Here is modern support:

For instance, a patient whose par-
ents have both died of heart disease
will be anxious about his own heart.

¢ Proverbs 23:7,
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When then a normal diencephalic re-
sponse to an emotion causes the heart
to beat faster or when gastric disten-
sion pushes his heart out of its usual
position, he will be inclined to inter-
pret what he feels as the beginning
of the disease which killed his par-
ents, thinking that he has inherited a
weak heart. At once all his fears
cluster like a swarm of angry bees on
his heart, a vicious cycle is established
and thus anxious cortical supervision
may eventually lead to organic le-
sions. He and his family will then be
convinced that he did indeed inherit a
weak heart, yet this is not at all true.

The above is taken from Man's
Presumptuous Brain by A. T. W.
Simeons, M.D.% This is but one of
many illustrations of how death is
hastened through fears, anxieties,
rage, worries, a physiologic and
pathologic process set in motion by
a psychosomatic origin. In brief,
unless one would speed the process,
let him not fear death.

I repeat, the outpourings of the
worrycrats tend to multiply our
stresses, anxieties, worries; in-
stead of rescuing us from our way-
wardness, they are literally scar-
ing us to death.

Ideally, there is a role for gov-

5 PFirst published in 1961 by E. P. Dut-
ton & Co., New York,

See also:

The Stress of Life by Hans Seyle, M.D.
(New York: McGraw-Hill Co., 1956).

The Myth of Mental Illness by Thomas
S. Szasz, M.D, (London: Martin Secker &
Warburg, Ltd., 1962),
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ernment with respect to health,
education, welfare. That role is to
inhibit misrepresentation, fraud,
violence, predation, whether by
doctors, educators, restaurateurs,
pharmaceutical manufacturers, la-
bor unions, or others. No false la-
bels; no coercive impositions on
anyone! This is to say that all of
us should be prohibited from injur-
ing others. Actions that harm
others — not what one does to self

The Reform Process
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— define the limits of the social
problem and of governmental
scope.

You know yourself better than
anyone else does. Better that you
turn yourself toward what you
think is your advantage than be
turned by a worrycrat toward what
he thinks is your advantage. You
at least know something, whereas
he knows nothing of you as an in-
dividual. &

MEN LIVE their lives within a framework of customary relations
and patterns for achieving their ends and solving their problems.
In the absence of positive force, they have worked out and ac-
cepted these patterns voluntarily, or they submit to them will-
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ingly. Any alteration of these by government involves the use or
threat of force, for that is how governments operate. The old order
must be replaced by a new order for the reform to be achieved. The
result of the forceful effort to do this is disorder. . ..

Men may adjust to the new disorder, resume the course of their
lives as best they can, and submit more or less to conditions, In
time, they may even forget that the system is maintained by force,
or that things could be otherwise. After all, most peoples at most
times have lived under varying degrees of oppression. Nonethe-
less, ameliorative reform introduces violence into life. The force
charged with keeping the peace becomes the disturber of the
peace. Traditional relationships are disrupted. Liberty is re-

stricted and reduced.

CLARENCE B. CARSON
The Flight from Reality



“Thou Shalt Not Brink”

MARY BENNETT PETERSON

FIFTY-ONE years ago the United
States embarked upon a Noble Ex-
periment: a millennium of social
betterment could be brought about
by Constitutional amendment and
repeal of the law of supply and
demand. It was the time the Eight-
eenth Amendment began, and Pro-
hibition became the law of the land.
The late newspapers of January
16, 1920 — the very day Prohibition
went into effect — reported that
trucks loaded with contraband
liquor had been seized in Peoria,
Illinois, and New York City by Fed-
eralagents. Other first-day accounts
told of clandestinestillsbeing raided
in Indiana and Michigan, and the
issuance of warrants for arrest of
violators of the liquor law
throughout New York State.

Mrs. Peterson is a free lance author and re-
viewer. This article is an abstract of a chapter
from her forthcoming book, The Regulated
Consumer, Nash Publishing Company.
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The Prohibition movement be-
gan in earnest around the turn of
the century. Hatchet-wielding
Carry Nation, with public prayers
and condemnations of Demon Rum,
set out with her pre-Women’s Lib
disciples on a whiskey-bottle beer-
keg smashing crusade through the
nation’s saloons. Other Drys, led
by two powerful lobbies— the
Anti-Saloon League and the
Woman’s Christian Temperance
Union — steadily built up political
power in Congress and state legis-
latures.

The movement was ready for a
show of strength when President
Wilson in 1919 vetoed the Volstead
National Prohibition bill, origi-
nally a World War 1 food conser-
vation measure. Congress prompt-
ly overrode the veto, rejecting the
President’s forebodings of na-
tional scandals and Federal en-
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forcement fiascos. Later the requi-
site 98 slates vatified the new law,
which read simply enough:

“The manufacture, sale, or
transportation of intoxicating
liguors within, the importation
thereof into, or the exportation
thereof from the United States and
all territory subject to the juris-
diction thereof for beverage pur-
poses is hereby prohibited.”

Prohibition was hailed by the
triumphant Drys as the dawn of
a new era, a time of a new moral
code of decency and sobriety. “The
reign of tears is over,” declared
the nation’s No. 1 evangelist, Dr.
Billy Sunday, and added: “The
slums will soon be only a memory.
We will turn our prisons into fac-
tories and our jails into store-
houses and corncribs. Men will
walk upright now, women will
smile and the children will laugh.
Hell will be forever for rent.”

The Age of the Gangster

But somehow experience did not
follow this happy prognosis nor
the jubilant prediction of the Anti-
Saloon League of New York that
America was about to enter an age
of “clear thinking and clean liv-
ing.” Instead it became an age of
the gangster and the rum-runner,
the bootlegger and the hijacker,
the bathtub gin artist and the
crooked judge.

Millions drank who never drank
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before. Alcholism, always a prob-
lem, became practically a national
disease — and a national killer. Of
480,000 gallons of booze confis-
cated in New York in one “dry”
year and subjected to chemical
analysis, 98 per cent was found to
contain poison.

A vast illicit industry on land
and sea arose as supply attempted
to meet demand. The Coast Guard
became known as “Carry Nation’s
Navy” as it pursued the sleek and
swift, armed and armoured craft
of Rum Row inside the 12-mile
limit. Corruption and scandal
dogged politician and policeman
alike. During the first four dry
years, some 140 Prohibition agents
were jailed. In April 1925, a Fed-
eral jury in Cincinnati convicted
58 agents and policemen (two Pull-
man cars were needed to haul the
miscreants to the Atlanta Peniten-
tiary), and in the same month the
Prohibition director for Qhio was
found guilty of conspiracy with
the underworld.

Underworld figures became na-
tional celebrities. Just about every-
one knew about Waxey Gordon,
Dutch Schultz, Lucky Luciano, and
Al Capone. Capone, not always en-
joying his fame, complained: “I
call myself a businessman. I make
money by supplying a popular de-
mand. If I break the law, my cus-
tomers are as guilty as I am. When
I sell liquor, it’s bootlegging. When
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my patrons serve it on silver trays
on Lake Shore Drive, it’s hospi-
tality.”

Eventual Repeal

As lawlessness came to charac-
terize the Roaring Twenties, the
army of Wets and Prohibition’s
disaffected grew. Ardent Prohibi-
tionists joined the Association
Against the Prohibition Amend-
ment and the Women’s Organiza-
tion for National Prohibition Re-
form (known among the Drys as
the Bacchantian Maidens).

And, if war paved the way into
Prohibition, depression paved its
exit. The Wets, displaying not ex-
actly sound economic thinking,
blamed the Great Depression on
the Noble Experiment, arguing,
among other things, that Prohibi-

Dependence or Liberty
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tion was foreclosing thousands of
jobs and costing the taxpayer mil-
lions of dollars in fruitless en-
forcement and lost liquor taxes.

In 1932 both Presidential can-
didates Roosevelt and Hoover
called for repeal. In April 1933,
beer of not more than 3.2 per cent
alcohol was authorized by Con-
gress and later that year the
Twenty-first Repeal Amendment
became law. Prohibition was dead.

If any lessons can be drawn
from Prohibition, it may be that
the easy call to “pass a law” to
bring about a millennium does not
always work, that the supposed
cure can be worse than the disease,
and that the economic law of sup-
ply and demand can be a lot more
pervagive than the countervailing
legislated law of the land. )

THE TWO NOTIONS — one to regulate things by a committee of con-
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trol, and the other to let things regulate themselves by the conflict
of interests between free men — are diametrically opposed; and
the former is corrupting to free institutions, because men who
are taught to expect Government inspectors to come and take care

of them lose all true education in liberty. If we have been all
wrong for the last three hundred years in aiming at a fuller reali-
zation of individual liberty, as a condition of general and widely-
diffused happiness, then we must turn back to paternalism, disci-
pline, and authority; but to have a combination of liberty and

dependence is impossible.

WILLIAM GRAHAM SUMNER,
What Social Classes Qwe to Each Other



MANY ADVOCATES of liberty have
recently responded with enthusi-
asm to the proposal of a voucher
plan for primary and secondary
education. Under this proposal,
parents of school-age children
would be given vouchers which
could be redeemed at local public
schools or be used as part or full
payment of tuition at a private or
parochial school. When used to
pay for private education, the
vouchers would have a specific
cash value.

Proponents of the plan argue
that it would offer several ad-
vantages over the existing system
of tax-supported education in the
United States. Parents would be
free to enroll their children in a
private school without the burden
of paying tuition over and above
the taxes they pay to support pub-

Mr. Patton is a graduate student and part-
time lecturer in physics at Hunter College in
New York City.

TRAP FOR
THE UNWARY

ROBERT PATTON

lic education. Public schools,
forced to compete for the tax dol-
lars they now receive automatical-
ly, would be under pressure to im-
prove their services, Furthermore,
once the state educational monop-
oly had been broken, the “private
sector,” infused with the vitality
of a free market, would begin to
perform minor miracles in attend-
ing to the educational needs of
America. So say proponents.

On the other hand, some say
that, if implemented, the voucher
plan would virtually eliminate
public elementary and secondary
education; public schools would be
at a serious disadvantage if forced
to compete with private institu-
tions for tax dollars since their
rigid bureaucratic structure would
not permit them to respond to the
demands of a free market in edu-
cation. No less an advocate of pub-
lic education than Albert Shanker
has predicted that ‘“the adoption

211
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of such a plan would lead to the
end of public education.”

A strong opponent of the voucher
plan, Shanker bases his opposition
on allegations that support for
such a system comes only from
parochial school interests making
a grab for public funds, from
those who wish to put their hands
in the public till to send their chil-
dren to segregated schools, from
various revolutionary groups who
hope to disseminate their ideas in
tax-supported institutions, and
from selfish taxpayers who believe
that the implementation of a
voucher system would result in a
cutback in future allocations of
Federal and state funds to edu-
cation.

Those who oppose the use of the
coercive power of the state for so-
called social purposes are conspic-
uously omitted from Shanker’s
analysis. One cannot resist point-
ing out that Shanker himself is
the representative of an extremely
powerful special interest group
that has a strong vested interest
in the continuance of the present
system of public education.

The Promise Is Hlusory

Given the apparent advantages
of the voucher proposal and the
nature of the opposition, it is
tempting for those who favor
liberty to rush into the breach
and support it with unrestrained
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enthusiasm. Unfortunately, the
promise that some see in the
voucher system is illusory.

If such a plan were ever adopt-
ed, powerful interests would im-
mediately begin lobbying in sup-
port of restrictive legislation that
would undercut the element of
free choice in the plan as it now
stands. Under pressure from
strong special interest groups
such as Shanker’s United Federa-
tion of Teachers, laws might be
passed to require that teachers in
private schools meet standardized
licensing requirements and that
the physical plant of private
schools meet arbitrary standards
established by the government.
Laws could (and would) follow
laws, self-proclaimed reformers
would come to advocate the imposi-
tion, on private schools, of what
they would term “academic stand-
ards”; and, just as we now have
a costly system of public educa-
tion that wears the label ‘“free,”
we may easily end up with a sys-
tem of state education that bears
the appellation “private.”

There is a descriptive term that
applies to an economic system in
which business is nominally un-
der private ownership while the
state maintains an absolute con-
trol over ‘‘private” business ac-
tivities; that term is fascist. Is
this what we want for American
education?
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Why, then, have many advocates
of liberty supported the voucher
proposal? The magic word here
seems to be “choice.” But if the
possible consequences of the
voucher system that I have out-
lined ever were to become a real-
ity, the parent who wished to send
his child to a school free of gov-
ernment control would have a
smaller choice than he has at
present — or no choice at all.

The Unseen Coercion
Behind the Good Intentions

At this point, many readers will
remain unconvinced that the
voucher system is a step in the
wrong direction, that is, away
from liberty. They might argue
that the dismal possibilities I have
cited are simply potential pitfalls,
not necessary consequences; if we
anticipate these statist measures,
they can be fought and defeated.
Therefore, they might conclude,
the voucher system can be a eon-
structive step toward the elimina-
tion of coercive government con-
trol of our pocketbooks and of our
children’s minds.

To answer this argument, let us
examine the nature of the “choice”
that the proponents of the voucher
gsystem offer. In blunt terms the
so-called element of choice
amounts to offering the parents
of school-age children options in
how they may spend the money
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of others that has been expropri-
ated by the state.

In principle, the freedom of
choice offered by the voucher sys-
tem is no different from the “free-
dom” demanded by some welfare
recipients to spend public monies
on such things as liquor as well
as on the necessities of life. The
unfortunate fact is that when the
state takes over any market func-
tion, its citizens soon come to re-
gard this as a natural and proper
state of affairs; ‘‘conservative”
citizens are no more immunized
against this syndrome than any
others. Just as the liberal may
seek an expansion of welfare serv-
ices on the grounds that present
programs fail to meet the full
needs of the people, so many “con-
servatives” are falling into the
trap of advocating an expansion
of the state’s role in education be-
cause their needs are not satisfied
by the present system.

Those proponents of liberty who
advocate the voucher system fail
to recognize that, in so doing,
they are giving an implicit en-
dorsement to a principle that they
profess to oppose. The fundamen-
tal premise of the voucher plan
is identical to that underlying the
present system of state education.
The coercive power of the state
(which in the final analysis means
the threat or use of the gun) will
still be used to seize the property
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of private individuals in the name
of an undefinable public good.

Those who support the voucher
proposal are playing the game
that, in freshman political science
courses, is called “democratic plu-
ralism.” In plain language, this
term describes a society composed
of rival gangs — each fighting the
others for a bigger cut of the tax
collector’s booty.

Subsidies Are Not a Stepping-Stone
to Editorial Freedom

There is one more argument ad-
vanced in support of vouchers that
has not yet been answered. If lib-
erty is ever to be regained in the
field of education, runs the argu-
ment, it will not come overnight.
If the present coercive system of
primary and secondary education
were abolished on the first of next
month, many think the result
would be chaos. Private schools
are just not capable of taking
over the massive job of educating
all of our children on 30-days’ no-
tice. Moreover, parents who have
been complacently letting Big
Brother bear the burden of seeing
to the education of their children
are ill-prepared to accept that re-
sponsibility themselves. What is
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needed, according to such an ap-
praisal, is some sort of transition
plan whereby education can be
taken out of the hands of the state
and responsibility placed where it
belongs — with the parents.

Many voucher advocates see the
plan as playing just this sort of
role; they view it as a stepping-
stone to educational freedom. But
here too, they have allowed them-
selves to be deceived. We have
seen how any build-up in the pri-
vate sector of education fostered
by the voucher plan will almost
certainly be accompanied by an
equal or greater build-up of state
control over nominally private
educational institutions. This is
hardly the type of “transition”
that a libertarian would knowing-
ly advocate. Furthermore, rather
than shifting the financial burden
of education to the consumers of
this service, the plan will remove
some of the responsibility from
those who have already should-
ered it. And finally, the voucher
system fails utterly to challenge
the premise that the ultimate re-
sponsibility for education rests
with the state. If education is
ever to be truly free, it is this
premise that must be overturned.

®



INSTANCES of government relief to
the poor can be found from the
earliest times. Though the records
are vague in important particu-
lars, we do know a good deal about
what happened in ancient Rome.
A study of that case may enable us
to draw a few lessons for our own
day.

Roman “social reform” appears
to have begun in the period of the
Republic, under the rule of the
Gracchi. Tiberius Gracchus (c.
163-133 B.C.) brought forward an
agrarian law providing that no
person should own more than 500
jugera of land (about 300 acres),
except the father of two sons, who
might hold an additional 250
jugera for each. At about the same
Henry Harzlitt is well-known to FREEMAN
readers as author, columnist, editor, lecturer,
and practitioner of freedom. This article will
appear as a chapter in a forthcoming book,

The Conguest of Poverty, to be published by
Arlington House.

Poor Relief

in Ancient Rome

HENRY HAZLITT

time that this bill was passed,
Attalus III of Pergamum be-
queathed his kingdom and all his
property to the Roman people. On
the proposal of Gracchus, part of
this legacy was divided among the
poor, to help them buy farm imple-
ments and the like. The new agrar-
ian law was popular, and even
survived Tiberius’s public assassi-
nation.

He was succeeded by his
younger brother Gaius Gracchus
(158-122 B.c.). In the ancient
world transport difficulties were
responsible for famines and for
wild fluctuations in wheat prices.
Among the reforms that Gaius
proposed was that the government
procure an adequate supply of
wheat to be sold at a low and fixed
price to everyone who was willing,
to stand in line for his allotment
once a month at one of the public
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granaries that Gaius had ordered
to be built. The wheat was sold be-
low the normal price — historians
have rather generally guessed at
about half-price.

The record is not clear concern-
ing precisely who paid for this
generosity, but the burden was ap-
parently shifted as time went on.
Part of the cost seems to have
been borne by Rome’s richer citi-
zens, more of it seems to have been
raised by taxes levied in kind on
the provinces, or by forced sales
to the state at the lower prices, or
eventually by outright seizures.

Though Gaius Gracchus met a
fate similar to his brother’s — he
was slain in a riot with 3,000 of
his followers — “the custom of
feeding the Roman mob at the cost
of the provinces,” as the historian
Rostovtzeff sums it up, “survived
not only Gracchus but the Repub-
lic itself, though,” as he adds iron-
ically, “perhaps Gracchus himself
looked upon the law as a temporary
weapon in the strife, which would
secure him the support of the
lower classes, his main source of

strength,”!

Bread and Circuses:
The New Deal in Old Rome

An excellent account of the sub-
sequent history of the grain dole
can be found in H. J. Haskell’s

1 History of the Ancient World, Vol.
2, p. 112,
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book, The New Deal in Old Rome.?
I summarize this history here:

There was no means test. Any-
one willing to stand in the bread
line could take advantage of the
low prices. Perhaps 50,000 applied
at first, but the number kept in-
creasing. The senate, although it
had been responsible for the death
of Gaius Gracchus, did not dare
abolish the sale of cheap wheat. A
conservative government under
Sulla did withdraw the cheap
wheat, but shortly afterward, in
a period of great unrest, restored
it, and 200,000 persons appeared
as purchasers. Then a politician
named Claudius ran for tribune on
a free-wheat platform, and won.

A decade later, when Julius
Caesar came to power, he found
320,000 persons on grain relief.
He succeeded in having the relief
rolls cut to 150,000 by applying a
means test. After his death the
rolls climbed once again to 320,000.
Augustus once more introduced a
means test and reduced the num-
ber to 200,000.

Thereafter during the Imperial
prosperity the numbers on relief
continued at about this figure.
Nearly 300 years later, under the
Emperor Aurelian, the dole was
extended and made hereditary.
Two pounds of bread were issued
daily to all registered citizens who
applied. In addition, pork, olive

2 New York: Knopf, 1939.
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oil, and salt were distributed free
at regular intervals. When Con-
stantinople was founded, the right
to relief was attached to new
houses in order to encourage build-
ing.

The Right to a Handout

The political lesson was plain.
Mass relief, once granted, created
a political pressure group that no-
body dared to oppose. The long-
run tendency of relief was to grow
and grow. The historian Rostov-
tzeff explains how the process
worked :

“The administration of the city
of Rome was a heavy burden on
the Roman state. Besides the ne-
cessity of making Rome a beauti-
ful city, worthy of its position as
the capital of the world . . . there
was the enormous expense of feed-
ing and amusing the population of
Rome. The hundreds of thousands
of Roman citizens who lived in
Rome cared little for political
rights. They readily acquiesced in
the gradual reduction of the popu-
lar assembly under Augustus to a
pure formality, they offered no
protest when Tiberius suppressed
even this formality, but they in-
sisted on their right, acquired dur-
ing the civil war, to be fed and
amused by the government,

“None of the emperors, not even
Caesar or Augustus, dared to en-
croach on this sacred right of the
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Roman proletariate. They limited
themselves to reducing and fixing
the numbers of the participants
in the distribution of corn and to
organizing an efficient system of
distribution. They fixed also the
number of days on which the pop-
ulation of Rome was entitled to a
good spectacle in the theaters, cir-
cuses, and amphitheaters. But they
never attacked the institution it-
self. Not that they were afraid of
the Roman rabble; they had at
hand their praetorian guard to
quell any rebellion that might
arise. But they preferred to keep
the population of Rome in good
humour. By having among  the
Roman citizens a large group of
privileged pensioners of the state
numbering about 200,000 men,
members of the ancient Roman
tribes, the emperors secured for
themselves an enthusiastic recep-
tion on the days when they ap-
peared among the crowd celebrat-
ing a triumph, performing sacri-
fices, presiding over the circus
races or over the gladiatorial
games. From time to time, how-
ever, it was necessary to have a
specially enthusiastic reception,
and for this purpose they organ-
ized extraordinary shows, supple-
mentary largesses of corn and
money, banquets for hundreds of
thousands, and distributions of
various articles. By such devices
the population was kept in good
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temper and the ‘public opinion’ of
thecity of Rome was ‘organized.’ ”’3

The Dole, Among Other Causes
of the Fall of the Empire

The decline and fall of the
Roman Empire has been attributed
by historians to a bewildering va-
riety of causes, from the rise of
Christianity to luxurious living.
We must avoid any temptation to
attribute all of it to the dole. There
were too many other factors at
work — among them, most notably,
the institution of slavery. The
Roman armies freely made slaves
of the peoples they conquered. The
economy was at length based on
slave labor. Estimates of the slave
population in Rome itself range
all the way from one in five to
three to one in the period between
the conquest of Greece (146 B.C.)
and the reign of Alexander Seve-
rus (A.D. 222-285).

The abundance of slaves created
great and continuing unemploy-
ment. It checked the demand for
free labor and for labor-saving de-
vices. Independent farmers could
not compete with the big slave-
operated estates. In practically all
productive lines, slave competition
kept wages close to the subsistence
level.

3 M. Rostovtzeff, The Social and Eco-
nomic History of the Roman Empire
(Oxford: Clarendon Press, second edi-
tion, 1957), pp. 81-2,
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Yet the dole became an integral
part of the whole complex of eco-
nomic causes that brought the
eventual collapse of Roman civili-
zation. It undermined the old
Roman virtues of self-reliance. It
schooled people to expect some-
thing for nothing. “The creation
of new cities,” writes Rostovtzeff,
“meant the creation of new hives
of drones.” The necessity of feed-
ing the soldiers and the idlers in
the cities led to strangling and de-
structive taxation. Because of the
lethargy of slaves and undernour-
ished free workmen, industrial
progress ceased.

There were periodic exactions
from the rich and frequent confis-
cations of property. The better-off
inhabitants of the towns were
forced to provide food, lodging,
and transport for the troops. Sol-
diers were allowed to loot the dis-
tricts through which they passed.
Production was everywhere dis-
couraged and in some places
brought to a halt.

Ruinous taxation eventually de-
stroyed the sources of revenue. It
could no longer cover the state’s
huge expenditures, and a raging
inflation set in. There are no con-
sumer-price indexes by which we
can measure this, but we can get
some rough notion from the price
of wheat in Egypt. This was sur-
prisingly steady, Rostovtzeff tells
us, in the first and second cen-
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turies, especially in the second: it
amounted to 7 or 8 drachmae for
one artaba (about a bushel). In
the difficult times at the end of
the second century it was 17 or 18
drachmae, almost a famine price,
and in the first half of the third
it varied between 12 and 20 drach-
mae. The depreciation of money
and the rise in prices continued,
with the result that in the time of
the Emperor Diocletian one artaba
cost 120,000 drachmae. This means
that the price was about 15,000
times as high as in the second cen-
tury.

In 301 Diocletian compounded
the evil by his price-fixing edict,
which punished evasion with
death. Out of fear, nothing was
offered for sale and the scarcity
grew much worse. After a dozen

Calvin Coolidge
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years and many executions, the
law was repealed.

The growing burden of the dole
was obviously responsible for a
great part of this chain of evils,
and at least two lessons can be
drawn, The first, which we meet
again and again in history, is that
once the dole or similar relief pro-
grams are introduced, they seem
almost inevitably —unless sur-
rounded by the most rigid restric-
tions — to get out of hand. The sec-
ond lesson is that once this hap-
pens, the poor become more num-
erous and worse off than they were
before, not only because they have
lost self-reliance, but because the
sources of wealth and production
on which they depended for either
doles or jobs are diminished or
destroyed. ®

A REVOLUTION is taking place which will leave the people depend-

IDEAS ON

i

LIBERTY

ent upon the government and place the government where it must
decide questions that are far better left to the people to decide for
themselves. Finding markets will develop into fixing prices, and
finding employment will develop into fixing wages. The next step
will be to furnish markets and employment, or in default pay a

bounty and dole. Those who look with apprehension on these ten-
dencies do not lack humanity, but are influenced by the belief that
the result of such measures will be to deprive the people of char-

acter and liberty.

Reported in The New York Tribune,
June 20, 1931.



EDUCATION FOR PRIVACY

MARTEN TEN HOOR

IN VIEW of the hundreds of con-
ferences which have been held on
liberal education, it would seem to
be impossible to say anything new
on the subject. Since there seems
to be nothing new to say, one
must, in order to be original, be
contrary, eccentric, or partisan. I
have chosen to be partisan. The
proposition to be defended is,
frankly, a half-truth. If it can be
established, there will be some
cause for satisfaction; for the es-
tablishment of a half-truth is not
a bad average in this complex and
confused world. There is the justi-
fication, moreover, that the other,
and possibly the better, half has in
our day had practically all of the
attention.

Stated concretely, the proposi-
tion is this: Never in the history

Marten ten Hoor was Dean of the College of
Arts and Sciences and Professor of Philosophy
at the University of Alabama when this ar-
ticle was first published in The American
Scholar, Winter, 1953-54.
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of the world have there been so
many people occupied with the im-
provement of so few. To sharpen
the point by a specific example:
Never have there been so many
people making a good living by
showing the other fellow how to
make a better one. If you are skep-
tical, I recommend that you try
this exercise — add up, as of the
current date, the social workers,
planners, and reformers; the col-
lege presidents, deans, and profes-
sors; the editors of magazines,
journals, and newspapers (not for-
getting college newspapers); al-
most everybody in Washington,
D. C., during recent years; and
the tens of thousands of miscel-
laneous social-minded folks who
attend conferences, workshops, and
institutes organized for the im-
provement of the human race. Sub-
tract that figure from the total
population of this country, and
compare this figure with a corre-
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sponding figure for, say, the year
1900. You will then see what I
mean when I say that this is the
era of undiscriminating allegiance
to good causes. To come nearer
home, compute the sum of all col-
lege and university presidents,
deans, and professors who have in
the last five years attended meet-
ings devoted to the improvement
of education. Compare that figure
with the number of those who re-
mained on the campus working,
and you will find proof even in
academia.

What Is an Experi?

As further evidence, and as a
striking symptom, there is the re-
cent popularity of educational sur-
veys. Most states and many insti-
tutions have experienced several.
T have lived through eleven, with-
out noticeable improvement in my-
self or my neighbors. Note the
procedure and the technique, for
there you will find the moral. The
surveyors are always from an-
other state or another institution.
This is in accordance with the
well-known principle that an ex-
pert is an ordinary person who is
away from home. These outsiders
are brought in because of their
objectivity, objectivity being the
capacity for discovering faults
abroad which you cannot recog-
nize at home. To be a good educa-
tional surveyor —or any kind of
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social analyst, for that matter —
you must have a sharp eye for for-
eign motes but a dull one for do-
mestic beams. You must be a con-
tented extrovert, so that, after
diagnosing the faults of others,
you can continue to live in perfect
comfort with your own.

Too Few Followers

I must confess that I view all
this indiscriminate altruism with
a jaundiced eye. It does seem to
me that these days there are too
many leaders and too few follow-
ers; too many preachers and too
few sinners — self-conscious sin-
ners, that is. If this were an illus-
trated article, I would insert at
this point a wonderful cartoon I
gaw not long ago. A little boy was
asking an obviously astounded
and embarrassed father, “But if
we’re here to help others, what are
the others here for?” Nobody has
time these days to improve him-
self, so busy is he with attempts
to improve his neighbor. There is
something wrong with that equa-
tion. It seems to me that it is time
to try to balance it. I suggest that
this can be done by shifting some
weight from one side to the other,
by shifting the emphasis from so-
cial improvement to self-improve-
ment. I suggest that over the door
of every academic cubicle there
should hang the sign which Thor-
eau had over the door of his hut:
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“My destiny mended here, not
yours.” In short, I propose to
make a plea for education for pri-
vacy.

How to Feel Virtuous

Before undertaking to identify
some of the elements of this type
of education, I should like to offer
some justification of my skepti-
cism concerning the present em-
phasis on social-mindedness in ed-
ucation. To begin with, it is so
easy to assume that your neigh-
bor is much worse off than your-
gelf. The universality of this tend-
ency is undoubtedly accounted for
psychologically by its attractive
by-products. The assumption pro-
duces a feeling of comfort. If there
is some slight suspicion that all is
not well within, it is compensating
to concentrate on the plight of
one’s neighbor. Since attention to
him is distracting, it keeps the in-
dividual from worrying about
himself. To do something about a
neighbor’s ignorance also makes
one feel virtuous. This absorbing
concern for the improvement of
one’s neighbor is undoubtedly a
product of civilization. It is doubt-
ful if primitive man worried
much about it. The cannibal, in
fact, represents the other extreme:
he uses his neighbor solely for his
own improvement.

In the second place, I doubt if
the reformer always has the wis-
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dom necessary to direct the lives
of so many people —but this is
certainly assumed. How many peo-
ple are there who have demon-
strated the capacity to prescribe
for others? If an individual makes
a mistake in trying to improve
himself, this is not so serious;
but consider the consequences if
he has induced all his neighbors
to do the same thing. History is
filled with examples of self-con-
fident leaders who led their fol-
lowers straight to a common ca-
tastrophe. The fact is that we still
know so little about human per-
sonality in the concrete. To be
sure, there are excellent textbook
pictures, with revealing analytical
tables and graphs. But this is per-
gonality in the abstract. Any phy-
sician will tell you that he rarely
finds a textbook picture in a pa-
tient. Not only is every human be-
ing a complex with variations, but
there are the environment in
which that complex functions and
the accidental circumstances which
confuse the vision and disrupt life.

Nor has the reformer too much
reason for assuming that he has
discerned the good life for his
neighbors. Let us take as a fa-
miliar example the characteristic
projection by parents into the lives
of their children. This is some-
thing we can readily understand
and, because it is suffused with
parental affection, forgive. But
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how many parents are there who
realize that each child is to some
extent a new complex of elements
and who can bring themselves to
substitute that confounding re-
ality for the fond subjective crea-
tion? Too often the recommenda-
tion of a way of life is nothing
more than the advocacy of a per-
sonal preference. '

From subjectivism in this sense
of the term there is no complete
escape. Even leadership is person-
alized in an individual. Hitler was
an individual: he spun his fantas-
tic and criminal notions out of his
own warped private personality.
It is, therefore, terribly important
that everything shall be right in
the reformer before he undertakes
to reform others. “Nobody,” says
a character in Norman Douglas’
South Wind, ‘“has the right to call
himself well disposed towards so-
ciety until he has grasped the ele-
mentary fact that the only way to
improve society is to improve one-
gelf.” And may I suggest in this
connection that a major in the so-
cial sciences does not automati-
cally qualify a student for social
leadership?

Selfish Unselfishness

Further reason for doubt is to
be found in the characteristic re-
actions of the hypersocial-minded.
They become so indignant when
people resist their ministrations.
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They are so determinedly selfish
in their unselfishness. 1deas, par-
ticularly ideas designed for the
improvement of others, so quickly
become inflated. In extreme cases
they devour themselves. How an-
tagonistic even educators become
over professional differences as to
how the ignorant should be ren-
dered less so! Note the bitterness
between rival reform groups. Let
us not forget that human beings
have killed one another in the
mass even on the authority of
their religions. Note how political
leaders fall out, quarrel, conspire,
injure one another in their unsel-
fish efforts to save the country.
In the absence of sophistication
and modesty, reform notions grow
into delusions; their advocates
become more and more autocratic;
leadership becomes pathological;
the desire to help one’s fellow men
is transformed into fanaticism
and tyranny — and societies be-
come authoritarian,

Everybody Is an Individual

Here lies the explanation of the
tendency of hypersocial-minded-
ness to suppress individualism and
to produce too much uniformity.
There are good reasons for doubt-
ing the wisdom of this lack of in-
terest in the individual as a unique
personality, There, is, to begin
with, the obvious and inescapable
fact that everybody is an individ-
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ual. The higher the scale of life,
the more individuals differ and the
greater their potentialities for dif-
fering. Society must make provi-
sion for individual differences.

Authoritarianisms of the type
of national socialism and com-
munism are primitivistic; for they
propose to turn back the course of
social change and to establish so-
cieties in which individuals shall
have a status more closely resem-
bling that of ants, bees, or even
of atoms or electrons than of hu-
man personalities. They have for-
gotten, or propose to ignore, the
incontrovertible fact that the great
works of art, literature, music,
philosophy, religion, and science
— that is, the world’s great mani-
festations of excellence and leader-
ship — were the products of in-
tensely individual persons. Indeed,
some of the world’s great geniuses
have been self-centered, unsocial
and iconoclastic, with little or no
interest in the improvement of
their fellow men,

But society can well afford that.
A regimented society will not only
suppress and possibly ultimately
breed out these “exaggerated” in-
dividuals, but will generally dis-
courage the manifestations of the
adventurous and original spirit.
Government and education de-
signed to do this will bring about
a tragic cultural impoverishment
in human life; for individual dif-
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ferences enrich life, they stimu-
late the intelligence and the imagi-
nation, and they invite compari-
son and criticism. They keep the
individual alive as an individual,
and not merely as a bearer of the
racial genius or a servant of the
state.

Some Laws Necessary

It is true that modern life re-
quires a certain amount of regi-
mentation. Individuals obviously
cannot be permitted to run amuck.
At least the great majority of
persons must adapt themselves to
other persons, Mechanical contriv-
ances, such as traffic lights, must
replace individual judgment; laws
are to some extent substitutes for
individual choice. But let us not
forget that it is not the basic pur-
pose of these substitutes to repress
individuality, but rather to make
possible a more general and richer
realization of individuality. It is
not the purpose of social organiza-
tion to reduce man to the subhu-
man, but to create more favorable
opportunities for the realization
of what is uniquely human.

The need of complex societies
for a high degree of organization
is one reason why so much atten-
tion is focused on the improvement
of the other fellow. Especially in a
democracy, where everyone is
more or less free to advocate
schemes for the improvement of
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gociety, lively and self-confident
mings are inclined to expend their
intellectual and emotional poten-
tial on reform movements. The at-
tention of the reformer is conse-
quently drawn away from contem-
plation of the state of his own
soul. Since he is so happily exer-
cised in improving others, the
habit of self-examination gradu-
ally atrophies. How then can he
be sure that he is the right person
to prescribe for his neighbors?
Should he not stop now and then
to take an inventory of his re-
sources? Does he in fact have
these resources? It is because I
have serious doubts of this sort,
and because of the increasing neg-
lect in education of attention to
the accumulation of these re-
sources, that I feel it time to make
a plea for education for privacy.

A Plea for Privacy

What now are the essential ele-
ments of this education for pri-
vacy? In speaking of elements it
is, of course, implied that the ideal
construct of these elements con-
stitutes an organized whole, a
personality. It is this ideal at
which we aim, though we know
full well that in any concrete in-
dividual, no matter how well edu-
cated after the formula which we
shall propose, one or the other de-
sirable characteristic is certain to
be under- or over-emphasized.
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The first requirement, clearly,
is to learn how to think — not out
loud or in print, but privately. The
thinker himself, not his neighbor,
is to be the beneficiary. To think
does not mean to spend hours in
idle daydreaming or in vagrant
imaginings, or to make occasional
impulsive sallies at ideas which
happen to appear before the atten-
tion. The reference is certainly
not to the semi-somnolent and
comfortable ruminations which go
on in the wandering mind of an
inattentive student in the class-
room. What is meant is systematic
reflection, the constant purpose of
which is to bring order out of the
multiplicity and variety of things
in which the human being is im-
mersed.

Experience Without Understanding

To be sure, many people go
through life with their senses
.alert, observing and savoring in
generous measure the richness of
the world about them. But what
they experience they retain only
in the form of materials for recol-
lection. The mind gradually ac-
cumulates a rich inventory of
goods, which can be brought out
on display when there is socal op-
portunity for it. But the relation-
ship of these resources in the mind
is one of mere contiguity, like that
of goods in a department store.
Experience has not resulted in an
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over-all understanding-because it
has not been systematically
thought about. Such individuals

... see all sights from pole to pole,
And glance, and nod, and bustle by,
And never once possess (their) soul
Before (they) die.

To possess one’s soul in an intel-
lectual sense means to have found
some answer, or partial answer,
to the questions: What is the na-
ture of this world in which I find
myself, what is my place in it,
and what must be my attitude
toward it? The problem is one of
intellectual and spiritual orienta-
tion.

A Disorganized Mind

The benefits of such intellectual
and spiritual adaption have been
extolled by the wise men of all
ages and all countries. A “view of
life” prepares us for what life
brings us, for what happens to us
in our physical environment, and
most important of all, for what
people turn out to be and for what
they do. To be gpiritually and in-
tellectually lost in the world, on
the contrary, is to be unarmed and
helpless.

A disorganized mind is unpre-
pared for reality and easily frus-
trated. The fate that awaits the
individual so afflicted is to be al-
ways a stranger and a wanderer
in the world. The “lost soul” of
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literature, the ultimate in tragic
creation, suffers from this great
spiritual illness,

It may be unfortunate, but it is
a fact that the sharper and livelier
the intelligence and the more sen-
sitive the spirit, the more serious
the danger of disorientation. The
simple-minded find life simple.
Plants find themselves easy to live
with, no doubt; for it cannot be
difficult to vegetate successfully.
[t is not likely that the cow’s ru-
minations are philosophical.

Man, for better or worse, is a
rational animal. The more he
thinksg, the greater the need of or-
ganization among his ideas. The
more subjects a student studies in
college, the more extensive the po-
tential disorder of his mind. It is
not surprising that the scholarly
mind, lost in a Babel of learning,
seeks escape into a clearly defined
specialty, and the practical mind,
as soon as its owner has permis-
sion, into the comforts of a busi-
ness, a profession, or domesticity.
To be sure, we must integrate the
curriculum. But what good is this
if the professor’s mind remains
perched on its gaunt pinnacle or
secluded in the laboratory?

The systematic way to the at-
tainment of the organization of
ideas is through philosophy and
religion. It is true that the great
intellectual constructions of the
metaphysicians are not available
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to all men, and that even to the
initiated they sometimes offer but
poor comfort. Moreover, all of us
have known individuals of great
simplicity and humbleness of
mind, quite untutored in dialectic,
who somehow and in the simplest
terms have securely located them-
selves in the cosmos.

Especially in the realm of reli-
gious experience do we find ex-
amples of this. The spirit seems
to have found peace in terms of
some all-embracing conviction or
great renunciation. But this is not
often possible for the inquisitive
and analytical mind.

Need for Philosophy

To cast all burdens upon the
Lord in one grand resolve some-
times implies ignorance of the
nature of those burdens. There is
only consciousness of their op-
pressive weight, but no under-
standing of their nature or causes.
To be sure, the critical intelligence
may also come ultimately to make
this renunciation; but it will not
feel justified in doing so until it
has reflected upon causes and re-
Jationships and seen the problem
of human trouble and sorrow
whole. The solution must be a con-
quest, not an escape.

For this, the mind certainly
needs philosophy, sacred or secu-
lar. No learned profession, how-
ever, can offer the inquiring mind
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an official formula which every
man need only apply in order to
be permanently on understanding
terms with the world. To be sure,
there are systems of metaphysics,
sacred and secular, from which the
troubled spirit can choose a ready-
made synthesis. But this does not
make the chosen system of ideas
an integral part of the inner per-
sonality. Intellectual orientation to
the world must be something more
than an acquisition; it must be
an organic growth. The student
should by all means seek out the
great religious and philosophical
thinkers, study their systems, and
add their insights to his own. But
in the last analysis he must work
out his own solution, for such a
solution must be the end product
of his own reflection in the con-
text of his own experience. Only
through the alchemy of private re-
flection do philosophical ideas be-
come private resources. Only then
will they be available in time of
crisis. When the normal course of
existence is interrupted by con-
flict and frustration, it is a bit late
to begin developing fundamental
guiding ideas; that is the time to
apply them.

Admiral Byrd Alone

A dramatic example of the sav-
ing grace of such resources is re-
lated by Admiral Byrd in his book
on his expedition to the South
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Pole, entitled Alone. He had been
left behind by the expedition in a
dugout located several feet below
the surface of the icecap. From
this he periodically emerged
through a vertical tunnel to make
scientific observations. It hap-
pened that the heater in his sub-
terranean shelter developed a leak
of which he was not aware. Before
he realized it, he had been dan-
gerously poisoned, and he became
seriously ill.

During his convalescence he
found himself struggling to over-
come not only the physical damage
done to his body, but also a deep
spiritual depression, an obstinate
conviction of the meaninglessness
of life, which threatened to over-
whelm him. There was no physi-
cian or psychoanalyst or cleric
available. His fellow-explorers
would not return for months. He
was absolutely alome. He had to
guide himself out of this slough of
despair. This he did, after many
agonizing days, by steady think-
ing, by “digging down into” his
intellectual resources. And it was
then, to use his own homely but
vivid phrase, that he ‘“uncovered
the pay-dirt of philosophy.” He
did not then collect the materials
of his readjustment; he used them
to recover his sanity. In this cri-
sis, what would he have done with-
out these resources?

But periods of crisis are not the
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only time when man needs an or-
derly mind. If a ship is to hold its
course, it needs a steady helm in
good weather as well as in bad. I
hasten to remark that this figure
of speech has serious limitations,
for a navigator has his chart pre-
pared when he begins his voyage.
Man, on the contrary, is faced with
the problem of making a chart as
he goes along. As a matter of fact,
the plan of life is, for every man
to some extent, an unconscious
precipitate of his experience. We
are not completely free agents;
compulsion and fate, in the form
of the physical world, our fellow
men and social institutions, push
the individual this way and that.
What happens to him and what he
becomes are clearly the result of a
complex of inner and outer com-
pulsions, over many of which he
has no control.

The Greek Chorus

We are not here primarily con-
cerned with action, however, but
with interpretation. In philosophi-
cal reflection, the individual to
some extent plays the part of the
Greek chorus. He observes him-
self as actor in a cosmic setting.
If he does so systematically, he
will gradually discern not only his
own role, but the direction of the
whole drama. Only when he under-
stands the meaning of the play
can he orient himself in it. Such
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an understanding, vague and in-
complete though it may be, will
enable him to achieve his own view
of life. If he is so fortunate as to
see (what seems to him) the truth
and to see it whole, he will thence-
forth have a vision of the future
as well as an understanding of the
present and the past. If a rational
man does not do that, why should
he consider himself the crown of
creation? If he does accomplish
this, he can exult with the poet
Dyer:
My mind to me a kingdom is;
Such present joys therein I find
As far exceeds all earthly bliss
* * *

Look, what I lack my mind supplies.
Lo, thus I triumph like a king,
Content with that my mind

doth bring.

The Uneasy Conscience

In education for privacy, how-
ever, more is involved than philo-
sophical orientation to the cosmos.
There is equally urgent need for
education in the establishment and
maintenance of moral harmony.
From the days of primitive re-
ligion, through Greek tragedy, the
Christian epic of sin and salvation,
and modern psychology, Freudian
and non-Freudian, to contempo-
rary existentialism, there runs the
theme of the uneasy conscience.
The dramatic specter of moral
guilt is the principal character in
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many of the greatest creations of
literary genius.

No matter what the learned ex-
planation, the psychological state
is one of inner moral disharmony.
Though it may have outer causes,
it is a private affliction and must
be cured privately. In moments of
despair or periods of cynicism we
may doubt the existence or dis-
cernibility of moral meaning in
the universe; but such a conclu-
sion does not relieve the individ-
ual of the necessity for solving
his personal moral problem., Even
complete moral negativism, if not
itself a moral philosophy, leaves
the individual no recourse but to
establish a private moral order in
his life of action and reflection.

Moral Resources

Here again, the more sensitive
the individual, the greater the
potentiality for disorganization. It
is the sensitive who are the most
deeply wounded by moral indif-
ference, disorder, and brutality.
The predisposing causes of moral
disorganization may be in the peo-
ple and the things we love, in the
institutions which demand that we
conform to their customs and ta-
boos, in the great world which so
often mocks our need for moral
significance and order. But a vi-
sion of the good life, the spirit
must have; for devoid of it, the
imagination is without moral per-
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spective, conduct without guiding

principles, and action without
trustworthy habits.
For an individual so unpre-

pared for life, confusion will efface
meaning and create frustration,
with the onset in the case of the
unusually sensitive spirit of patho-
logical disturbances which may for
a period or for a lifetime destroy
happiness. Education for privacy
must therefore include the educa-
tion of the moral personality, the
gradual acquisition by the self of
moral resources. Here, too, there
are available to the student in
generous measure the works of
the great philosophical and re-
ligious thinkers; for probably no
one of the persistent problems of
life has had more of their system-
atic and concentrated attention. It
is relevant here to note that the
previously discussed philosophical
orientation to the world is some-
times the foundation for moral
orientation.

Emotional Stability

A third requirement in the edu-
cation of the personality is the
development of emotional stabil-
ity. Of all the immediate causes
of unhappiness, emotional dis-
order is unquestionably the most
serious and the most common.
Currently there is a feeling that
under the pressures of modern life
its incidence is steadily increas-

THE FREEMAN

April

ing. Unfortunately, emotions are
the component of the personality
about which we know the least, as
modern science has come to real-
ize. Qur ignorance is largely a
consequence of the fact that tradi-
tionally the emotions have been
considered to be effects rather
than causes.

Preoccupation with the flatter-
ing conviction that man is a ra-
tional animal has been attended
with the assumption that there-
fore our emotions are under the
domination of the reason. This
assumption has been one of the
basic tenets of formal education,
though puzzled parents and self-
conscious adults no doubt have all
along had their suspicions. In our
day, educators are being enlight-
ened by psychology and the medi-
cal sciences on the subject of the
devastating power of the emo-
tions. Moreover, the modern con-
ception of the integrated person-
ality has redirected our approach
to this subject, so that now we
hypothesize and investigate in
terms of interrelations and inter-
actions. The simple classical vision
of the reason enthroned in the
psyche, making judgments, issu-
ing commands, and directing the
conscious life of the individual, is
difficult to maintain in the face of
the past record and the current
spectacle of human behavior.

Let us grant that the contem-
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porary individual lives in an age
{u which, a¢ Goathe put it, “hu-
manity twists and turns like a
person on a sickbed trying to find
a comfortable position.” To offset
this, however, he has the advan-
tage of a better understanding of
the compulsive and disruptive
power of the emotions. He is
aware of their insidious tendency
to direct his thinking and affect
his judgment. He knows that they
feed on themselves and that, if
they are of the destructive kind,
they can bring him to the verge of
despair. He knows that they can
completely disorient him, isolating
him from the friendship and
sympathy of his fellow men, and
estranging him from the beauty
and utility of the world. He must
learn that there is little he can do
to remove the external causes, the
irritants in his social and physical
environment. In order to maintain
or-restore emotional stability
within himgelf, he must learn to
control the effects of these irri-
tants on himself. Education of the
emotions is education in self-con-
trol, in equanimity and serenity.

Live with Yourself

To these three objectives of edu-
cation for privacy —the attain-
ment of a philosophical point of
view, a steady vision of the good
life, and serenity of spirit — I
should like to add one more: the
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individual should be able to live
entertainingly with himself. He
should accumulate resources on
which he can draw when he is at
leisure. The universal symptom of
the absence of such resources is
the homely but hapless state of
boredom. It is an anomalous con-
dition of the spirit, a state of in-
difference lying between pain and
pleasure. Neither the mind nor the
hands can find anything interest-
ing to do. In contrast with the
other troubles of the spirit which
have been mentioned, there is little
excuse for this great emptiness.
For there is a marvelous cure for
boredom, universally available,
readily tapped, and virtually in-
exhaustible: the fine arts.

This claim hardly needs defense.
Nor is it necessary to enumerate
the arts and to identify their re-
spective potentialities for beguil-
ing the mind and the heart. For
illustrative purposes, however, let
us consider one form of art enjoy-
ment which is available to virtu-
ally every mnormal human being,
young or old, learned or simple,
saint or sinner — reading,. Its great
virtue for education for privacy
is that it is a strictly private ex-
perience, No other human being is
necessary to the reader at the
moment of reading. He can take
his book with him to the jungle or
the desert, on the ocean, or the
mountaintop. He can select his
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company at will, and rid himself
of it by a turn of the hand. It is
potentially an inexhaustible re-
source: all ages of history; all
countries; all varieties of human
beings, and even of animals and
plants and physical things; the
entire range of human thoughts
and feelings, hopes and fears, con-
quests and failures, victories and
defeats; the real and the ideal —
all are available at the turn of a
page for the reader’s contempla-
tion and understanding.

The Arts

When we measure the impov-
erishment of him to whom this
world is literally and figuratively
a closed book, whose ear is deaf
to music and whose eye blind to
the glories of painting and sculp-
ture, we come to realize the re-
sponsibility of liberal education
for instruction in the arts. I say
instruction purposely, because 1
believe that the presentation of
opportunities for enjoyment and
training in appreciation are not
enough: there should also be in-
struction and encouragement in
the production of art. As even the
bungling amateur knows, there is
no greater source of pleasure than
creative activity.

The training of the most modest
talent is an enrichment of a per-
sonality and develops another pri-
vate resource for leisure hours.
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Even the unsuccessful attempt to
create art, moreover, clarifies the
understanding of art. To be sure,
just as it is not necessary to trou-
ble our friends with our thoughts,
80 it is not necessary to bore our
friends with our productions. It
is, after all, not the improvement
of the neighbor but the improve-
ment of oneself that is the immedi-
ate object of education for pri-
vacy.

An understanding of the world,
a vision of the good life, serenity
of spirit, appreciation and prac-
tice of the fine arts — these, then,
are the elements of the integrated
personality, the development of
which is the immediate object of
liberal education. These are the
resources which are accumulated
in the course of education for pri-
vacy. Why, now, is it so important
for every individual to possess
these resources? In the first place,
simply because he is going to need
them, We never know when we are
going to lose our external re-
sources, our public possessions.

Without private resources the
individual has nothing to turn to
when disappointment, frustration,
or misfortune become his lot. In
the great depression which is still
vivid in our memories, there were
many individuals who possessed
only external resources. When
they lost these, life was over for
them. They could not go on living
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with themselves because of their
intellactual, mawval amotional, and
artistic poverty. He who possessed
these resources, however, could ex-
claim with Thoreau: “Oh, how I
laugh when I think of my vague,
indefinite riches! No run on the
bank can drain it, for my wealth
is not possession but enjoyment.”

Resources of the spirit are like
savings: they must be accumu-
lated before they are needed.
When they are needed, there is no
substitute for them. Sooner or
later, the individual faces the
world alone, and that moment may
overwhelm him if he has no re-
sources within himself.

Distraction helps but little and
betrays us when we least expect
it. We can escape our physical en-
vironment and our neighbors, but
we cannot escape ourselves. Every-
one with any maturity of experi-
ence and self-knowledge knows
that the loneliest moments are
sometimes experienced in the
midst of the greatest crowds and
the most elaborate entertainments.
“The man at war with himself is
at war, though he sits in a garden
surrounded by flowers and singing
birds,” says the novelist Cloete in
Congo Song.

The Psychopathic Leader

And now, in conclusion, I wish
again to pay my respects to the
other half-truth, the improve-

EDUCATION FOR PRIVACY

233

ment of others, which was so cav-
alierly dismissed in the beginning
of this essay. That objective, to-
gether with the other objective,
self-improvement, compose the
whole truth, which is the grand
objective of liberal education. Ed-
ucation for privacy and education
for public service constitute edu-
ation of the whole personality. He
who is not educated for privacy is
hardly fit to educate others. The
blind cannot lead the blind. The
man who is not at peace with him-
self cannot be trusted to lead his
fellow men in the ways of peace.

The unbalanced leader is cer-
tain to unbalance the society in
which he functions. Even the lead-
er who is intent on the side of the
good but who is a fanatic will
stimulate fanaticism in his fol-
lowers, arouse dogmatism and big-
otry, and induce oppression and
cruelty. When he is on the side of
evil, he will lead his followers into
such excesses and wickedness as
will shame all humanity, and which
even the innocent will wish to
forget as soon as possible. Social
pathology must in the last analysis
be focused on the sickness of the
individuals who compose the so-
ciety. It is pure imagination, if
not nonsense, to ascribe the ignor-
ance, unbalance, and wickedness
of a collection of human beings to
a mysterious social entity such as
the group mind or the social or-
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ganism, We might as well divorce
the concept of an epidemic from
the notion of the individuals who
are ill, or ascribe hunger to a so-
cietal stomach. People mislead one
another exactly as they infect one
another. The psychopathic leader
is potentially as dangerous as the
carrier of an infectious disease.

The Safe Leader

The safe leader, in terms of the
elements of education for privacy,
is one who understands his place
in the world and can thus envisage
the place of his fellow men; who
can morally respect himself and
can thus be respected by others;
who has learned to control his
emotions and can thus be trusted
to exert control over others; who
has learned to live in peace and
contentment with himself and can
thus with propriety urge others to
do likewise.

We are living in a world and in
a time when powerful leaders with
millions of fanatical followers are
committed to the forcible regimen-
tation of their fellow men, accord-
ing to formulas which have no
initial authority but that of their
own private dogmatism. They not
only refuse to recognize the right
of private thought and personal
congcience to be considered in the
management of public affairs,
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but they have abolished the con-
cept of the individual as a private
personality and have reduced him
to the level of the bee in the hive.
To restore the individual to his
former dignity as a human being
is the urgent need of the day.
This, in my opinion, should be the
special objective of contemporary
education.

But liberal education must so
educate the individual that he is
manifestly worthy of having his
dignity recognized. If he wishes
to lead his fellows, he must first
learn to lead himself. Without
education for privacy he will
neither merit leadership nor learn
to recognize it in others. He will
strive in vain for happiness and
success in private or public life
until he has achieved understand-
ing, goodness, serenity, and con-
tentment within himself. That,
according to my exegesis, is in
this connection the meaning of the
Biblical text: “For what is a man
profited, if he shall gain the whole
world, and lose his own soul?” It
is surely what Thomas Hardy
meant when he wrote:

He who is with himself dissatisfied,

Though all the world find
satisfaction in him,

Is like a rainbow-coloured bird
gone blind,

That gives delight it shares not.

Reprints available 8 for $1.00



THE STORY is told of an American
newsman discussing matters with
his counterpart from Moscow. “As
I understand it,” said the Ameri-
can, “the basic idea of communism
is to divide everything with your
neighbor.”

“Not quite,” came the rejoinder.
“The basic idea is to make your
neighbor divide everything with
you.”

“Revenue sharing” is something
like that-—meaning different
things to different people. In pro-
posing to Congress early in 1971
a $5 billion program of General
Revenue Sharing, President Nixon
described it as a measure to “re-
store the confidence of the people
in the capacities of their govern-
ment. I believe the way to begin
this work is by taking bold meas-

Revenue
Sharing

PAUL L. PoIrOT

ures to strengthen state and local
governments — by providing them
with new sources of revenue and
a new sense of responsibility.”

The program presumably should
correct a “fiscal mismatch”: Fed-
eral tax receipts, based largely on
the income tax, allegedly grow
faster than the economy; at the
local level the reverse is said to be
true; state and local revenues,
based largely on sales and property
taxes, do mnot keep pace with
economic growth, while expendi-
ture requirements for education,
health, welfare, and other local
services tend to exceed such
growth.

Rudyard Kipling described the
political process of “revenue shar-
ing” somewhat more poetically
and profoundly:

235
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In the Carboniferous Epoch we were promised abundance for all,

By robbing selected Peter to pay for collective Paul;

But, though we had plenty of money, there was nothing our money could buy,
And the Gods of the Copybook Headings said, “If you don’t work you die.”

In those lines, Kipling very
nearly said it all. Our Federal gov-
ernment can and does indeed cre-
ate money at a pace that exceeds
the capacity of individuals to sup-
ply goods and services in the mar-
ket place. State and local govern-
ments resemble individuals in the
gense that they are unable to
create new money at will; but they
resemble the Federal government
in promising ‘“abundance for all.”
Hence, the inordinate growth of
the “public sector,” which rather
consistently between the Civil War
and World War I took about 9
cents from each dollar of the peo-
ple’s earnings and today takes 43
cents of each dollar earned. In
other words, government at all
levels in the United States is now
drawing out of the market place
43 per cent of available goods and
services, leaving plenty of money
in the “private sector” but rela-
tively less to buy.

An Empty Federal Treasury

A sober look at the record re-
veals the sorry condition of the
Federal Treasury. Instead of an
alleged overflow of tax receipts to

be shared, the Federal debt has
shown an increase in every one of
the past twenty years, $114 billion
greater in 1970 than in 1950. So
where is the Federal tax revenue
that presumably is to be shared
with debt-ridden state and local
governments?

Incidentally, the total indebted-
ness of all state and local govern-
ments in the United States also
has risen by some $114 billion over
the past twenty years —but not
because they have heen getting
relatively smaller shares of total
tax receipts. On the contrary,
state and local tax receipts have
been increasing more rapidly than
have Federal tax receipts since
1950. And taxes at all levels have
been biting ever more deeply into
the taxpayer’s total earnings.

In light of these sorry facts, it
should be clear that the proposal
for Federal revenue sharing is
simply a prediction of further in-
flation. The Federal government
will monetize its deficit, through
the centralized, fractional-reserve
banking system, and give some of
the newly printed money to state
and local governments.
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Unfortunately, the printing of
additianal quantitiae of money
does not increase the supplies of
goods and services that consum-
ers want. It simply enables the
Federal government and its rev-
enue-sharing counterparts down
the line to draw an increasing
proportion of goods and services
out of the market place, for distri-
bution and use according to bu-
reaucratic decision rather than
individual choice.

It may be argued, of course,
that it should be no great concern
of the individual whether he buys
groceries with food stamps or
with his own earnings so long as
he eats; whether his rent is paid
by other taxpayers or by himself
so long as he is housed; whether
his medical care comes socialized
or private so long as he gets the
care; and so on and on. And that
would be a powerful argument, if
resources were inexhaustably
abundant and sharing the wealth
were the only problem.

The Scarcity of Resources
Relative to Human Wanis

That is not the only problem,
however. It isn’t even close to the
real problem. Kipling came closer:
“If you dow’t work you die.”” The
perennial problem — past, present,
and future — is the scarcity of re-
sources relative to human wants.
And the solution is through effi-
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cient production and use of goods
and services. -

Whether it is called revenue
sharing or inflation or commu-
nism or public-sector spending or
whatever — governmental with-
drawal of goods and services from
the market tends to be wasteful of
searce resources. It is strictly a
consuming process, whether it be
a war against communism in for-
eign lands or a domestic war
against erime, smut, poverty, dis-
ease, pollution, slum conditions, or
other “social” problems. Warlike
or coercive force tends to be waste-

ful in any event, and especially

when the coercion is used to do
what otherwise would have been
done voluntarily.

Besides the consumption and
waste of resources characteristic
of government spending, this
draining of resources from the
private sector of the market leaves
ever less available for saving and
investment in the tools of capi-
talistic enterprise. And this loss
of the tools and even the incentive
to produce is what brings a tax-
burdened people to the fate Kip-
ling foresaw: “If you don’t work
you die.”

The Decline of Morality

Meanwhile, the steady attrition
of resources and incentives wears
away the morality of individuals
and destroys their sense of self-
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responsibility. This breakdown
tends to spread throughout the
society. The private counterpart
of governmental revenue sharing
was described by staff reporter
Richard Martin in The Wall Street
Journal of February 9, 1971:
“Nobody can be sure how much
money employee thefts are cost-
ing companies annually, but in-

Self-Help
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surance men and security special-
ists say the best guesses range
upwards from $400 million a
year.”

The basic idea of revenue shar-
ing is to make your neighbor di-
vide everything with you. But this
“dirty neighbor” game always
ends the same: “If you don’t work
you die.”’

IT MAY BE of comparatively little consequence how a man is gov-
erned from without, whilst every thing depends upon how he gov-
erns himself from within. The greatest slave is not he who is ruled
by a despot, great though that evil be, but he who is the thrall of his
own moral ignorance, selfishness, and vice. Nations who are thus
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enslaved at heart can not be freed by any mere changes of masters
or of institutions; and so long as the fatal delusion prevails, that
liberty solely depends upon and consists in government, so long
will such changes, no matter at what cost they may be effected,

have as little practical and lasting result as the shifting of the
figures in a phantasmagoria. The solid foundations. of liberty
must rest upon individual character; which is also the only sure
guaranty for social security and national progress. John Stuart
Mill truly observes that “even despotism does not produce its worst
effects so long as individuality exists under it; and whatever
crushes individuality is despotism, by whatever name it is called.”

SAMUEL SMILES,
From the book, Self-Help,
published in 1859,



THE PREVALENCE of student rebel-
lions throughout the world makes
one wonder just how effectively
modern education relates to real
human problems. To approach the
problems of generic man from a
biological standpoint may be far
too superficial in this scientific
age with its tremendous advances
in technology; yet, could not the
general weakness of human sci-
ence be the basis for the comment
by Robert Frost: ‘“Poets like
Shakespeare knew more about
psychiatry than any $25-an-hour
man”?

Biologically, each member of the
human family possesses inborn
differences based on his brain

Dr. Williams is professor of chemistry at the
University of Texas at Austin and consultant to
the Clayton Foundation’s Biochemical Institute.
His latest book, The Environmental Prevention
of Disease (Pitman Publishing), will appear
in April,

‘This article is reprinted by permission from
Saturday Review, January 30, 1971. Copyright
1971, Saturday Review, Inc.
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structure and on his vast mosaic
of endocrine glands —in fact, on
every aspect of his physical being.
Each of us has a distinctive set of
drives — for physical activity, for
food, for sexual expression, for
power. Each one has his own mind
qualities: abilities, ways of think-
ing, and patterns of mental con-
ditions. Each one has his own
emotional setup and his leanings
toward music and art in its vari-
ous forms, including literature.
All these leanings are subject to
change and development, but there
is certainly no mass movement to-
ward uniformity. No one ever “re-
covers” from the fact that he was
born an individual,

When a husband and wife dis-
agree on the temperature of the
soup or on the amount of bed cov-
erings, or if their sleep patterns
do not jibe, this is evidence of in-
born differences in physiology. If

239
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one child loves to read or is inter-
ested in science and another has
strong likings for sports or for
art, this is probably due to inborn
differences in makeup. If two peo-
ple disagree about food or drink,
they should not disregard the fact
that taste and smell reactions of-
ten widely differ and are inherited.
If we see a person wearing loud
clothing without apparent taste,
we need to remember, in line with
the investigations of Pickford in
England, that each individual has
a color vision all his own; some
may deviate markedly from the
pack.

The inborn leanings of Mozart
were evident by age three, and he
began composing when he was
four. Capablanca was already a
good chess player — good enough
to beat his father — when at age
five he played his first game. For
many centuries, Indian philoso-
phers have recognized innate in-
dividuality, which they explain on
the basis of experience in previous
incarnations.

Inborn Individuality

Biology has always recognized
inborn individuality. If this in-
born distinctiveness had not al-
ways been the rule in biclogy, evo-
lution could never have happened.
It is a commonplace fact in biol-
ogy that every living organism
needs a heredity and a suitable
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environment. Unfortunately, in the
minds of most intellectuals biolog-
ical considerations have been
pushed aside.

Professor Jerry Hirsch, a psy-
chologist at the University of Illi-
nois, has protested in Science that
“the opinion makers of two gen-
erations have literally excommuni-
cated heredity from the behavioral
sciences.” This neglect of the study
of heredity has effectively pro-
duced a wide gap between biology
and psychology. Biology deals with
living things, and psychology is
logically an important phase of
biology.

Bernard Rimland, director of
the Institute for Child Behavior
Research in San Diego, in review-
ing my book, You Are Extraor-
dinary in American Psychologist,
wrote: “Since between-group dif-
ferences are commonly a small
fraction of the enormous, impor-
tant, and very interesting within-
group (individual) difference,
psychology’s focus on average
values for heterogenous groups
represents, as Williams indicates,
a chronic case of throwing out the
babies with the bath water. ‘Throw-
ing out the babies’ is bad enough,
but we psychologists have the du-
bious distinction of making this
error not only repeatedly but on
purpose.”

Social solidarity exists and so-
cial problems are pressing, but we
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cannot hope to deal with these
successfully by considering only
generic man, that is, average val-
ues for heterogenous groups. We
need a better understanding of
men.

A Firm Foundation

The basic problem of generic
man is how to achieve “life, lib-
erty, and the pursuit of happi-
ness.” The writers of our Declara-
tion of Independence were on solid
ground, biologically speaking,
when they took the position that
each human being has inalienable
rights and that no one has, by
virtue of his imagined “royal
blood,” the right to rule over an-
other. In their emphasis on man-
kind as individuals, Jefferson and
his co-authors were closer to bio-
logical reality than are those of
our time who divorce psychology
from biology and center their at-
tention on that statistical artifact,
the average man.

Because each of us is distine-
tive, we lean in different direc-
tions in achieving life, liberty, and
the pursuit of happiness. Happi-
ness may come to individual peo-
ple in vastly different ways, and so
the human problem of achieving

- life and the pursuit of happiness
resolves itself, more than it is
comfortable to admit, into a series
of highly individual human prob-
lems. We need to take this con-
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sideration into account in attempt-
ing to build an advanced society.

In understanding the scope of
human desires, it is worthwhile to
consider briefly the problems that
real — as opposed to theoretical —
people face. These may be grouped
under four headings: 1) making a
livelihood ; 2) maintaining health;
3) getting along with others; and
4) getting along with one’s self.
These four categories, singly or
in combination, cover most of the
familiar human problems — mar-
riage and divorce, crime, disease,
war, housing, air and water pol-
lution, urban congestion, race re-
lations, poverty, the population
explosion, the all-pervading prob-
lem of education, and the building
of an abundant life.

Making a Livelihood

The importance of approaching
the problem of making a liveli-
hood from the individual’s stand-
point lies in the fact that in our
complex society a multitude of
ways exist —an estimated 23,000
— in which people can make a liv-
ing. People are not by any means
interchangeable parts in society.
While some might function well in
any one of a large number of ca-
pacities, many others might be
highly restricted in their capabil-
ities and yet be extremely valuable
members of society. The idea that
it is all a matter of education and
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training cannot possibly be
squared with the hard biological
facts of inborn individuality. This
perversion of education perpetu-
ates the banishment of heredity —
an ever present biological fact —
from our thinking. Fitting to-
gether people and jobs is just as
real and compelling as fitting
shoes to people. People sometimes
suffer from ill-fitting shoes; they
suffer more often from ill-fitting
jobs.

The maintenance of health —
both physical and mental—involves
individual problems to such a de-
gree that it is difficult to exagger-
ate their role. Ever since the days
of Hippocrates it has been known
in a vague way that ‘“different
sorts of people have different mal-
adies,” but we are only beginning
to learn how to sort people on the
basis of their inborn individual
characteristics. When we have be-
come expert in this area, vast
progress will result, particularly
in the prevention of metabolic and
psychosomatic diseases, i.e., those
not resulting from infection. As
long as we dodge the biological
fact of inborn individuality, we
remain relatively impotent in the
handling of diseases that arise
from within individual -consti-
tutions.

The problem of getting along
with others is a very broad one,
in which individual problems are
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basic. If husbands and wives and
members of the same family al-
ways get along well together, we
would have some reason to be sur-
prised when squabbles break out
within business, religious, or po-
litical groups. If all these kinds of
squabbles were nonexistent, we
would have a basis for being sur-
prised at the phenomenon of war.

Distinctive Qualities

While self-interest and differ-
ences in training are vital factors
in these common conflicts, another
factor should not be overlooked:
the inborn individuality of the
participants. There is a mass of
evidence to support the thesis that
every individual, by virtue of his
or her unique brain structure and
peripheral nervous system, is psy-
chologically conditionable in a dis-
tinctive manner. Thus, a person’s
unique nervous system picks up
distinctive sets of impulses, and
because his interpretive apparatus
is also unique he learns different
things and interprets the world in
a distinctive manner. Even if two
individuals were to have exactly
the same learning opportunities,
each would think differently and
not quite like anyone else. This is
the basis for the observation by
Santayana: “Friendship is almost
always the union of a part of one
mind with another; people are
friends in spots.”
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In spite of our attempts to do
80, individual minds cannot be
compared on a quantitative basis.
The minds of Shakespeare and
Einstein cannot be weighed one
against the other; there were
many facets to the minds of each.
At birth the two minds were
equally blank, but as they ma-
tured, each saw, perceived, and
paid attention to different aspects
of the world around it. Each was
conditionable in a unique way.

Each Mind Unique

The recognition of the unique-
ness of human minds is essential
to human understanding. By de-
veloping expertness in this area,
psychology will eventually become
far more valuable. In an advanced
society with a growing population
and closer associations, it is ob-
viously essential that we learn bet-
ter how to get along with each
other. When we are unaware of
the innate differences that reside
within each of us, it becomes very
easy to think of one who disagrees
with us as a “nitwit” or a “jerk,”
or perhaps as belonging to the
“lunatic fringe.” When we appre-
ciate the existence of innate dif-
ferences, we are far more likely
to be understanding and charit-
able, Strife will not be automati-
cally eliminated, but fensions can
be decreased immeasurably,

Individual problems are at the
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root of the problem of crime. Many
years ago, James Devon placed his
finger on the crucial point. ‘““There
is only one principle in penology
that is worth any consideration:
It is to find out why a man does
wrong and make it not worth his
while.” The question, “Why does
a particular man commit crime?”
is a cogent one; the question, “Why
does man turn to crime?” is rela-
tively nonsensical.

Since all human beings are in-
dividual by nature, they do not
tick in a uniform way nor for the
same reasons. Broadly speaking,
however, many doubtless turn to
crime because society has not pro-
vided other outlets for their en-
ergies. If we could find a suitable
job for every individual, the prob-
lem of crime would largely vanish.
The problem of crime is thoroughly
permeated with individual prob-
lems; it cannot be blamed solely
on social conditions, because as
the studies of Sheldon and Eleanor
Glueck have shown, highly re-
spected citizens may come from
areas where these conditions are
the worst.

A Race of Individuals

Racial relations would ease tre-
mendously if we faced squarely
the biological facts of individual-
ity. If we were all educated to
know that all whites are not the
same, that all Negroes do not fit
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in the same pattern, that all Latins
are not identical, that all Ameri-
can Indians are individuals, and
that all Jews do not fit a stereo-
type, it would help us to treat
every member of the human race
as an individual.

It is no denial of the existence
of racial problems to assert that
individual problems need to be
stressed more than they are. For
individual Negroes and individual
whites, the pursuit of happiness
is by no means a uniform pursuit.
Doubtless, although there are
whites and Negroes who would
think they had reached utopia if
they had a decent shelter and
were assured three meals a day,
this would not satisfy millions of
others for whom striving and a
sense of accomplishment are para-
mount. “The Negro problem” or
“the white problem” — depending
on one’s point of view —is shot
through with a host of individual
problems,

Learning to live with one’s self is
certainly an individual problem,
and will be greatly eased by rec-
ognition of inborn individuality.
Much unhappiness and many sui-
cides can be traced to misguided
desire to be something other than
one’s self. Each of us as an in-
dividual has the problem of find-
ing his way through life as best
he can. Knowing one’s self as a dis-
tinctive individual should be an

THE FREEMAN

April

important goal of education; it
will help pave the road each of us
travels in his pursuit of happiness.

Dangers of Oversimplification

Why have these facts of in-
dividuality not been generally ac-
cepted as a backdrop in every con-
sideration of human problems?
For one thing, many people, in-
cluding scholars, like being grandi-
ose and self-inflationary. To make
sweeping pronouncements about
“man” sounds more impressive
than to express more limited con-
cerng. Simplicity, too, has an at-
tractiveness; if life could be made
to fit a simple formula, this might
be regarded as a happy outcome.

One excuse for excommuni-
cating inheritance from the be-
havioral sciences for two genera-
tions has been the fact that in-
heritance in mammals is recog-
nized by careful students as being
exceedingly complex and difficult
to interpret. It is true that some
few characteristics may be inherit-
ed through the operation of sin-
gle genes or a few recognizable
ones. But other characteristics —
those that differ in quantity — are
considered to be inherited in ob-
scure and indefinable ways com-
monly ascribed to multiple genes
of indefinite number and char-
acter. These multiple-gene char-
acteristics include, to quote the
geneticists Snyder and David,
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“the more deep-seated characters
of a race, such as form, yield, in-
telligence, speed, fertility,
strength, development of parts, and
so on.” To say that a particular
characteristic is inherited through
the mediation of multiple genes is
to admit that we are largely ignor-
ant of how this inheritance comes
about.

Identical Twins?

Recently, some light has been
thrown on this problem by experi-
ments carried out in our labora-
tories. These experiments in-
volved armadillos, which are un-
usual mammals in that they com-
monly produce litters of four
monozygous (‘“identical’”’) quad-
ruplets that are necessarily all
males or all females.

By making measurements and
studying sixteen sets of these ani-
mals at birth, it became evident
that although they develop from
identical genes, they are not iden-
tical at all. Organ weights may
differ by as much as twofold, the
free amino acids in the brain may
vary fivefold, and certain hormone
levels may vary as much as seven-,
sixteen-, or even thirty-twofold.
These findings clearly suggest
that inheritance comes not by
genes alone but by ecytoplasmic
factors that help govern the size
of organs (including endocrine
glands) and the cellular makeup
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of the central nervous system.
“Identical” twins are not identi-
cal except with respect to the
genes in the nucleus of the egg
cell from which they developed.

One of the most interesting sug-
gestions arising out of this study
is the probability that individual
brain structures, which have been
known to have “enormous” differ-
ences since the investigations of
Lashley more than twenty years
ago, are made distinctive by the
same mechanisms that make for
differences in organ weights. The
size, number, and distributions of
neurons in normal brains vary
greatly; this is biologically in line
with the uniqueness of human
minds. The further elucidation of
this type of inheritance should
help to focus more attention on
heredity.

If this line of thought is valid
it makes even more ridiculous the
invitation issued by the Ford
Foundation to the biological sci-
ences to stay out of the precinct
of human behavior. The expres-
sion “behavioral science” came
into beihg many years ago as a
result of the formulation of the
Ford Foundation-supported pro-
grams, Biochemistry and genetics,
for example, were kept apart from
the “scientific activities designed
to increase knowledge of factors
which influence or determine hu-
man conduct.”
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What can be done to bridge the
gap between psychology and biol-
ogy? More importantly, how can
we develop expertise in dealing
with the human problems that
plague us but at present go un-
solved?

Differential Psychology

A broad, long-range, and prac-
tical strategy for learning how to
deal more effectively with human
problems is to explore, problem by
problem, the inborn human char-
acteristics that are pertinent to
each one. Differential psychology,
for example, needs to be intensi-
fied and greatly expanded; this
can probably be done most effec-
tively in connection with a series
of problem-centered explorations.

Some of the specific problem-
areas that require study from the
standpoint of how inborn charac-
teristics come into play are: de-
linquency and crime, alcoholism,
drug addiction, unemployability,
accident proneness, cancer, heart
disease, arthritic disease, mental
disease, and broadest of all, educa-
tion. Each of these problems could
be vastly better understood as the
result of interdisciplinary study
of the influences of inborn char-
acteristics. Such study would in-
clude differential psychology when
applicable, combined with exten-
sive and intensive biochemical and
physiological examinations, for ex-
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ample, of blood, saliva, urine, and
biopsy materials. To expedite these
investigations, automated equip-
ment and computer techniques
would be used extensively to help
interpret the complex data.

It is not likely that these ex-
plorations will find that some in-
dividuals are born criminals,
others alcoholics, etc. Once we
recognize the unique leanings
that are a part of each of us, we
will see how, by adjusting the en-
vironment, these leanings can be
turned toward ends that are so-
cially constructive. Every inher-
ited factor can be influenced by an
appropriate adjustment of the en-
vironment. All this should not be
made to sound too easy; it may be
more difficult than going to the
moon, but it will be far more
worthwhile,

One of these specific problems —
alcoholism — has been of special
interest to me. After about twen-
ty-five years of study, I am con-
vinced that inborn biochemical
characteristics are basic to this
disease, but that expert applica-
tion of knowledge about cellular
nutrition (which is not far off)
will make it scientifically possible
to prevent the disease completely
and to correct the condition if the
application of corrective measures
is not too long delayed.

Inborn inherited characteristics
have a direct bearing on the cur-
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rent revolt against the Establish-
ment. If biology had not been ban-
ished from behavioral science, and
if students and other intellectuals
were well aware of the biological.
roots of their existence, it would
be taken for granted that con-
formity is not a rule of life.

Recognizing Qur Differences
Can Lead to Harmony

If all that we human beings in-
herit is our humanity, then we all
should be reaching for the same
uniform goal: becoming a thor-
oughly representative and respect-
able specimen of Homo sapiens.
There is rebellion against this
idea. Revolters want to do “their
thing.” The revolt takes on many
forms because many unique in-
dividuals are involved.

Agreement to Disagree
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If nonconformity had a better
gtatus in the eyes of the Establish-
ment (and it would have if our
thinking were more biologically
oriented), exhibitionism would be
diminished and the desire of each
individual to live his own life
could be fostered in a natural way.

Human beings are not carbon
copies of one another. Students
and others who are in revolt have
found this out. Perhaps without
fully recognizing it, they are
pleading for a recognition of in-
born individuality. This is essen-
tially a legitimate plea, but it can
take the form of disastrous an-
archy. A peaceful means of help-
ing resolve the ideological mess
we are in is to recognize heredity
by having a happy marriage of
biology and behavioral science. ®

A “UNITED STATES” was only possible if men could agree to dis-
agree about a great many things.
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What was expedient for them is, however, an essential of liberty.
Theoretically, it might be desirable for all men to agree on every-
thing, though I doubt it. Practically, such agreement would only
be possible if all individual wills were erushed and subjected to a

single will. The effort to do this is always in the direction of the
well traveled road to despotism. The alternatives are agreement

to disagree or despotism,

CLARENCE B. CARSON, The American Tradition
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JAMES MADISON

THIS TERM, in its particular appli-
cation, means ‘‘that dominion
which one man claims and exer-
cises over the external things of
the world, in exclusion of every
other individual.”

In its larger and juster mean-
ing, it embraces everything to
which a man may attach a value
and have a right, and which leaves
to every one elsethe like advantage.

In the former sense, a man’s
land, or merchandise, or money,
is called his property.

In the latter sense, a man has a
property in his opinions and the
free communication of them.

He has a property of peculiar
value in his religious opinions, and
in the profession and practice dic-
tated by them.

He has a property very dear to
him in the safety and liberty of
his person.

He has an equal property in the
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free use of his faculties, and free
choice of the objects on which to
employ them.

In a word, as a man is said to
have a right to his property, he
may be equally said to have a
property in his rights.

Where an excess of power pre-
vails, property of no sort is duly
respected. No man is safe in his
opinions, his person, his faculties,
or his possessions.

Where there is an excess of lib-
erty, the effect is the same, though
from an opposite cause,

Government is instituted to pro-
tect property of every sort; as
well that which lies in the various
rights of individuals, as that
which the term particularly ex-
presses. This being the end of
government, that alone is a just
government which impartially se-
cures to every man whatever is his
own.
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According to this standard of
merit, the praise of affording a
just security to property should
be sparingly bestowed on a gov-
ernment which, however scrupu-
lously guarding the possessions of
individuals, does not protect them
in the enjoyment and communica-
tion of their opinions, in which
they have an equal, and, in the
estimation of some, a more valu-
able property.

More sparingly should this praise
be allowed to a government where
a man’s religious rights are vio-
lated by penalties, or fettered by
tests, or taxed by a hierarchy.

Conscience is the most sacred of
all property; other property de-
pending in part on positive law,
the exercise of that being a na-
tural and unalienable right. To
guard a man’s house as his castle,
to pay public and enforce private
debts with the most exact faith,
can give no title to invade a man’s
conscience, which is more sacred
than his castle, or to withhold
from it that debt of protection for
which the public faith is pledged
by the very nature and original
conditions of the social pact.

That is not a just government,
nor is property secure under it,
where the property which a man
has in his personal safety and per-
sonal liberty is violated by arbi-
trary seizures of one class of citi-
zens for the service of the rest. A
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magistrate issuing his warrants to
a press-gang would be in his
proper functions in Turkey or In-
dostan, under appellations prover-
bial of the most complete despo-
tism.

That is not a just government,
nor is property secure under it,
where arbitrary restrictions, ex-
emptions, and monopolies deny to
part of its citizens that free use of
their faculties and free choice of
their occupations which not only
constitute their property in the
general sense of the word, but are
the means of acquiring property
strictly so called.

What must be the spirit of legis-
lation where a manufacturer of
linen cloth is forbidden to bury his
own child in a linen shroud, in
order to favour his neighbour who
manufactures woolen cloth; where
the manufacturer and weaver of
woolen cloth are again forbidden
the economical use of buttons of
that material, in favor of the man-
ufacturer of buttons of other ma-
terials!

A just security to property is
not afforded by that government,
under which unequal taxes oppress
one species of property and re-
ward another species; where arbi-
trary taxes invade the domestic
sanctuaries of the rich, and ex-
cessive taxes grind the faces of

the poor; where the keenness and
competitions of want are deemed
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an insufficient spur to labor, and
taxes are again applied by an un-
feeling policy, as another spur, in
violation of that sacred property
which Heaven, in decreeing man
to earn his bread by the sweat of
his brow, kindly reserved to him
in the small repose that could be
spared from the supply of his nec-
essities.

If there be a government, then,
which prides itself in maintaining
the inviolability of property;
which provides that none shall be
taken directly, even for public use,
without indemnification to the
owner, and yet directly violates
the property which individuals
have in their opinions, their reli-
gion, their passions, and their fac-
ulties — nay, more, which indi-
rectly violates their property in
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their actual possessions, in the
labor that acquires their daily sub-
sistence, and in the hallowed rem-
nant of time which ought to relieve
their fatigues and soothe their
cares — the inference will have
been anticipated that such a gov-
ernment is not a pattern for the
United States.

If the United States mean to ob-
tain or deserve the full praise due
to wise and just governments, they
will equally respect the rights of
property and the property in
rights; they will rival the gov-
ernment that most sacredly guards
the former, and by repelling its
example in violating the latter,
will make themselves a pattern to
that and all other governments. ®

March 27th, 1792. From the Works of Madi-
son, Vol. IV, pp. 478-80.

Abraham Lincoln, on Property

PROPERTY is the fruit of labor. Property is desirable, is a positive
good in the world. That some should be rich shows that others may
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become rich and hence is just encouragement to industry and
enterprise. Let not him who is houseless pull down the house of
another, but let him work diligently to build one for himself, thus

by example assuring that his own shall be safe from violence. . ..
I take it that it is best for all to leave each man free to acquire
property as fast as he can. Some will get wealthy. I don’t believe
in a law to prevent a man from getting rich; it would do more

harm than good,



A REVIEWER'S NOTEBOOK

JOHN CHAMBERLAIN

Christianity and
the Class Struggle

In Christianity and the Class
Struggle (Arlington House, $7.00),
the Reverend Harold O. J. Brown
has addressed himself to that
ever-growing band of masochists,
nominally Christian, who think
that guilt can be “collective.” The
heresy to which Dr. Brown takes
exception comes in many guises.
The “capitalists” are to blame for
oppressing the ‘“‘masses.” The
“Germans” were collectively guilty
of murdering the Jews. The mod-
ern ‘“white” population of Amer-
ica must pay reparaticns for what
their forebears did to the blacks
in enslaving them. The “over thir-
ties” have wronged the ‘“under
twenties” by bringing them into
a defective world of war and pol-
lution. Everything gets reduced
to a terrible and absolutely unreal
simplicity.

To the true Christian the theory
that a collectivity can be guilty
denies the proposition that all men
are human, each with his share of

original sin, and each with his
varying propensgity to redeem
himself. Only individuals may be
held responsible. The “class war”
solves nothing in Christian, or
human, terms for the simple rea-
son that it seeks an external
change that has no relation to the
individual. When the ‘“up” class
is abolished, the “down” class be-
comes, in Djilas’s phrase, the “new
class.” It not only perpetuates all
the old wrongs, but it actually in-
tensifies them. As Max Nomad
once said, ‘“the Kaiser and Czar
were liberals” in comparison to
the national socialistic and prole-
tarian tyrants that came after
them.

Dr. Brown accurately notes that
the theory of the class struggle
has ceased to serve the Marxists
in most of the “developed” na-
tions. The “capitalists” were never
the vicious oppressors that Marx
and Engels originally thought
them to be, but even granting for
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the sake of argument they had
been, the supposed “exploitation”
of nineteenth century days is now
very far behind us. The “masses”
in the Western nations now par-
take of a general well-being that
can’t be matched in “Marxist” so-
cieties. It is hard to nurse a grudge
against the man with a Cadillac
if you yourself are driving a
Chevy or a Plymouth to your own
pleasures. So the “class struggle”
no longer serves as a useful revo-
lutionary prod in the Western
democracies. Marxism is now a
cure in search of a problem.

Nevertheless, the professional
dividers among us, including many
Christians who should know bet-
ter, have found convenient substi-
tutes for the concept of class war.
There is now the “race war.’ Or,
if not that, there is the genera-
tional war. These are the “New
Left” substitutes for the older,
and now ineffective, propaganda
of the “class struggle.”

Race War Is Suicide

Since racial differences are in-
eradicable unless we assume a few
generations of world-wide inter-
marriages, it is, in Dr. Brown’s
opinion, a “heinous crime” to pro-
mote any theory of race war. Ra-
cial differences must be accepted
or they will end in death and des-
truction to the weaker side. The
Christian, according to Dr. Brown,
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must accept man as man, trying
to ameliorate problems on individ-
ual terms. Dr. Brown is extremely
critical of his co-religionists who,
acting on the theory that all Chris-
tians were guilty for what hap-
pened before the Civil War, ac-
cepted James Forman’s demand
for money reparations to be paid
by the churches to the National
Black Economic Development
Council. The idea of “reparations”
is, to Dr. Brown, sheer extortion.
The money, if paid over, wouldn’t
go to the original victims who had
suffered the ignominy and cruelty
of being enslaved. Nor would the
truly guilty parties, the slave
raiders (both black and white)
who tore men away from their an-
cestral homes in Africa, be paying
the reparations. Church members
whose grandfathers and grand-
mothers weren’t even living in
America in the early nineteenth
century would be the victims of
the extortion plot. And there
would be no guarantee that the
money would be used in a way to
benefit the black community.
The practicing Christian, says
Dr. Brown, who feels he must do
something about the blacks, or the
central cities, or whatever, would
do better to invest in businesses
that are “color blind” in their hir-
ing policies. Or, if he is so minded
as a charitable individual, he could
give his own money to a Negro
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college, or to the National Associ-
ation for the Advancement of Col-
ored People. The point is that the
individual must feel for the in-
dividual if the ideals of Christ are
to be upheld.

Parents and Children

The ‘“generation war” makes
even less sense to Dr. Brown than
the race war. There ean be no per-
manent lines of battle in a gen-
erational war, for today’s “youth”
are in all too short a time tomor-
row’s “middle-aged.” If the mem-
bers of a single gereration could
bluff their fathers into giving
them power, would they, in turn,
be likely to relinquish that power
at age thirty to the next wave of
on-coming youth? It is hardly
likely.

The class struggle and the vari-
ous substitutes for it are, in Dr.
Brown’s description, ‘“the devil’s
program.” They set men against
each other not in fruitful compe-
tition but in the delusion that evil
can be destroyed by destroying
human beings. You think you are
doing something for “humanity”
and you end by killing three mil-
lion kulaks whose knowledge
might have saved other millions
from periodic famine. If you fol-
low Jerry Rubin’s advice to kill
your parents, you can have no
logical objection if your children,
in turn, decide to murder you. And
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if you preach Black Power in the
race war sense, you risk a revival
of the Ku Klux Klan mentality in
a numerically superior portion of
the population. This, of course, is
a sure recipe for suicide.

Dr. Brown’s book comes with an
introductory note by Billy Gra-
ham. Its evangelical imagery may
put off some readers in our secular
civilization, but its substance is
eternally true. The problem facing
the world is not one that can be
solved by “revolution,” for in rev-
olution the ugly means take over
and become the permanently evil
ends. What we need is reforma-
tion, which begins with the indi-
vidual. This is not only true for
orthodox Christians, it is also true
for all believers in the traditions

of the West.

) THE THEORY OF MONEY AND
CREDIT by Ludwig von Mises
(Irvington-on-Hudson, N. Y.: The
Foundation for Economic Educa-
tion, new printing, 1971), 493 pp.
$4.00

Reviewed by Hans F'. Sennholz

FEW BOOKS have contributed more
to the advancement of monetary
theory than Mises’ Theory of
Money and Credit. And yet, few
serious books have had such little
impact on contemporary thought
and policy as this treatise. The
world continues to ignore or reject
it while it is clinging to antiquated
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notions and practices. Of course,
it is more pleasing and popular for
governments to follow the advice
of statists and inflationists than to
heed the warnings of economists
like Professor Ludwig von Mises.

Nearly all contemporary econ-
omists adhere to holistic theories
that are utterly futile and sterile
for an understanding of monetary
phenomena. There is the popular
“income-expenditure analysis’”’
which swayed economic thought
during the 1930’s with the publica-
tion of the General Theory of Em-
ployment, Interest and Money by
John Maynard Keynes.

According to Keynesian analy-
sis, there is an ideal level of mone-
tary expenditure at which the na-
tional economy achieves full em-
ployment under stable price condi-
tions. In its search for this ideal
level the income-expenditure
analysis endeavors to trace the
flow of money payments through
the economy. As income is quanti-
tatively the largest source of funds
spent, an analysis of its determi-
nation and disposition is basic to
the approach. In addition, funds
for spending may be derived from
existing reserves of currency and
demand deposits, time deposits,
and other liquid assets that are
eagily converted to cash. And
finally, when the ideal level of total
spending has not yet been reached,
newly created money, preferably
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demand deposits created through
bank credit expansion, may be
used to achieve the desired total.
In short, it is the principal role of
monetary authorities to ensure
growth in the monetary reserve
base sufficient to facilitate credit
expansion for full employment.

As a holistic theory (from the
standpoint of the whole rather
than the parts) it does not profess
to be concerned with individual
economic actions, merely with
policy guidelines for governments
seeking economic growth and full
employment. But even in this
limited objective it has failed con-
spicuously wherever it was tried.
For massive unemployment con-
tinues to be with us after more
than thirty years of Keynesian
policies.

And finally, there are the “mone-
tarists” of the Chicago School
whose holistic theories resemble
the Keynesian doctrines. The fa-
mous ‘“‘equation of exchange,” as
developed by Professors Fisher,
Marshall, and Pigou, provides
their starting point (PT =MV, or
P =MV/T). As the price level can-
not be expected to remain stable for
various reasons, which renders the
market system rather unstable,
they call on government to take
measures to stabilize the level and
thus cure the business cycle.

It is true, the economists of the
Chicago School reject the compen-
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satory fiscal policies prescribed by
the Keynesians because they real-
ize the futility of continuous fine-
tuning. But they recommend long-
term stabilization through a
steady 3 to 4 per cent expansion of
the money supply. They have no
special trade cycle theory, merely
the prescription for government to
“hold it steady.” “If there is a
recession issue more money, and
if there ig inflation take some
out!”

Both schools of thought, the in-
come-expenditure analysts as well
as the monetarists, are unalterably
opposed to the gold standard. Its
discipline is rejected in favor of
governmental power over money.

Von Mises’ subjective theory
makes individual choice and ac-
tion the center of his investiga-
tion. On the cornerstone laid by
Carl Menger’s theory of the nature
and origin of money Professor
Mises, in his Theory of Money and
Credit, built a comprehensive fully
integrated structure. With the
help of his notable regression
theory he completed the subjective
theory of money, which had frus-
trated other economists before
him.

Professor Mises demonstrated
that the individual demand for
money springs from the fact that
it is the most marketable good a
person can acquire, It is true,
money is not suitable to satisfy
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directly anyone’s needs, But its
possession permits him to acquire
consumers’ or producers’ goods in
the near or more distant future.
People want to keep a store of
money to provide exchange power
for an uncertain future. Some are
satisfied with relatively small hold-
ingg, others prefer to hoard larger
supplies. And we all change fre-
quently our holdings in accordance
with our changing appraisals of
future conditions. Money is never
“idle,” nor is it just “in circula-
tion”; it is always in the posses-
sion or under the control of some-
one,

The demand for money is sub-
ject to the same consideration as
that for all other goods and serv-
ices. People expend labor or fore-
go the enjoyment of goods and
services in order to acquire money.
This is why individual demand and
supply ultimately determine the
purchasing power of money in the
same way as they determine the
mutual exchange ratios of all other
goods. The quantity theory of
money as understood by Professor
Mises is merely another case of
the general theory of demand and
supply. However, he rejects the
quantity theory as commonly pre-
sented by the “monetarists” and
other contemporary economists as
a sterile aberration that proceeds
holistically and arrives at empty
equations and models.
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Professor Mises’ trade cycle
theory integrated the sphere of
money and that of real goods. If
the monetary authorities expand
credit and thereby lower the in-
terest in the loan market below
the natural rate of interest, eco-
nomic production is distorted. At
first, it generates overinvestment
in capital goods and causes their
prices to rise while production of
consumers’ goods is necessarily
neglected. But because of lack of
real capital the investment boom
is bound to run aground. The boom
causes factor prices to rise, which
are business costs. When profit
margins finally falter, a recession
develops in the capital goods indus-
try. During the recession a new
readjustment takes place: the mal-
investments are abandoned or cor-
rected, and the long neglected con-
sumers’ goods industries attract
more resources in accordance with
the true state of public saving and
spending.

This Mises theory has explained
numerous economic booms and
busts ever since 1912 when the
first edition of The Theory of
Money and Credit appeared in
print. And it continues to provide
the only explanation of the rapid
succession of booms and reces-
sions that continue to plague our
system.
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The subjective theory of Pro-
fessor Mises also points up the
desirability of money that is not
managed by government. The or-
thodox gold standard or gold-coin
standard is such money, the value
of which is independent of gov-
ernment. It is true, it cannot
achieve the unattainable ideal of
an absolutely stable currency.
There is no such thing as stability
and unchangeability of purchasing
power. But the gold standard pro-
tects the monetary system from
the influence of governments as
the quantity of gold in existence
is utterly independent of the wish-
es and manipulations of govern-
ment officials and politicians, par-
ties and pressure groups. There
are no “rules of the game,” no
arbitrary rules which people must
learn to observe. It is a social in-
stitution that is controlled by in-
exorable economic law.

For nearly 60 years of world-
wide inflation and credit expan-
sion, depreciations and devalua-
tions, feverish booms and violent
busts, Ludwig von Mises’ Theory
of Money and Credit has given
light in the growing darkness of
monetary thought and policy. The
world should be grateful that the
light is maintained through a
new printing of this remarkable
analysis. ®
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ENTHUSIASM, vitality, zeal charac-
terize the youth of every genera-
tion. Theirs always is a new vision
of problems and opportunities. It
comes naturally for them to be
righters of wrongs, or at least to
try. But the eternal fires of youth
seem lately to have fanned into
an exceptional and alarming gen-
eration gap.

Perhaps the young of recent
years have been more reactive to
the evil and the imperfect. Tele-
vision instantly and vividly com-
municates sights and sounds un-
known to earlier generations. An-
other factor could be the unusual
run of prosperity for so many
American families since 1940.
Without sound instruction, it
would be easy for the children to

Mr. Sparks is an executive of an Ohio manu-
facturing company and a frequent contributor
to THE FREEMAN.

JOHN C. SPARKS

gain the impression that financial
success comes without effort or
struggle, that there exists a never-
ending source of economic goods,
and that only a new “law of dis-
tribution” is needed to assure
abundance for all.

To expect these young to be less
sensitive than they are to prob-
lems would be to expect the most
exuberant part of the human race
to lack the normal human emo-
tions. Their boundless energy and
intelligence seek the direction that
will move mankind upward and
onward. But bluster and noise are
not suitable replacements for hard
effort and moral judgment. De-
pending upon the direction taken,
mankind will either step forward
or slip backward on the evolution-
ary incline,

The young welcome a challenge.
But in the current confusion, many
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real challenges are going unrecog-
nized, challenges that should test
the courage and ingenuity of the
very best. These challenges offer
great excitement, stiff obstacles,
few immediate rewards, many dis-
appointments — and unlimited po-
tential for progress.

While still a young man, Alexan-
der the Great is said to have ex-
pressed keen disappointment that
there were for him no new worlds
left to conquer. From our vantage
point of the twentieth century, we
may smile at this great one of the
past who could not perceive the
little distance he had covered from
the starting toward the finish line.
Yet, how is anyone, especially the
youth of today, to be free of such
blindness ?

It may seem inappropriate for a
representative of today’s older
generation to offer suggestions of
worthy challenges. The credentials
need to be checked. How have we
performed as adults? We did many
things quite well. In many crucial
respects, however, our generation
has failed. We virtually abandoned
our qualities of self-reliance, self-
responsibility, mutual respect, and
love of fellow man. We sought to
shift our own responsibilities and
refused to see ourselves as the
cause of the poor results. As par-
ents, we tried to hold others re-
sponsible for the welfare of our
families, the education of our chil-
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dren. Did we expect our neighbors
to do this for us? No, of course not,
for they, too, were busy shifting
their burdens to others. Just
“others,” faceless nonentities such
as the state board of education,
county welfare, unemployment
service, social security, entrenched
wealth, big business. Surely, our
generation has slipped from the
path that leads toward human
progress. But our experiences
should afford a great lesson for
those with the intelligence and
courage to investigate the causes
and consequences.

Untold numbers of “new worlds,”
waiting eons of time to be con-
quered, lie before the current crop
of youth —and most of these
worlds will remain untouched many
centuries after these young ones
have gone. Yet these fantastic se-
crets are ready to be released, new
worlds just waiting to serve man-
kind whenever some real challeng-
ers come forth to conquer them.

The Opening Challenge

Why not start with the puzzling
problem of equality? Logic denies
that all men are created equal.
Quite the contrary: not only un-
equal, but not one like any other.
Each is born with his own distine-
tive characteristics. His race and
color, his genes and chromosomes,
hisfingerprints, hisphysicalappear-
ance, his relatives, his occupancy
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of a particular place and point in
time, his economic and cultural en-
vironment all proclaim his unique-
ness! There are no duplicates — no
two persons alike, no two situa-
tions the same. Yet, we frequently
find that “equality” is held unde-
batable as a desirable objective for
all people. Many discussions of
thought-provoking issues are
short-circuited by a misconception
of equality.

Just what kind of equality is de-
girable? Only the naive would
claim that each person must be
* equal in every detail with every
other person. The answer that al-
most everyone knows in our mod-
ern civilization, of course, is equal-
ity before the law. But what does
that mean? Doeg it mean that each
person should be lawfully compen-
sated if his earnings fail to bring
him up to a certain economic level ?
Or should he be compensated ac-
cording to circumstances: the pov-
erty of his parents, the place where
he was born, his intelligence quo-
tient, parental overindulgence or
protection — an endless list of neg-
ative factors? But suppose that
somehow it can be ascertained who
is unequal and the precise amount
required to catch up the difference.
How long should support be pro-
vided? Is there a responsibility on
" the part of the recipient to try to
overcome his inequality? Who is
obligated to provide the necessary
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support? And what about equality
for him?

As for the recipient, will he be
helped or harmed by having a con-
tinual crutch? It is possible that he
simply doesn’t care to earn all he
can, that he is satisfied with less
than others deem necessary.
Though capable in all respects, his
preference and interests could be
a simpler life, if not in Tahiti, then
maybe in Cleveland, St. Louis, or a
small rural community. On the
other hand, his potential skills and
capacities may never develop if the
force that drives many toward
achievement is partially bridged by
government intervention.

This is no mere academic exer-
cise. This is the real world. Bear in
mind that numerous Federal and
state laws are based on attempts
to equalize various segments of the
population — rich and poor, old and
young, large families and small
families, the responsible and the
irresponsible, one occupation group
and another, the successful and the
unsuccessful, and so on.

Is it a logical objective to equate
equality before the law with equal-
ity of the level of income, wealth,
or economic capabilities? Or might
equality be better approached as a
negative concept? Somewhere the
idea of the absence of coercion
might fit into this puzzle. Acknowl-
edging that each person is differ-
ent, it may be that we should seek
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a way to peacefully and success-
fully utilize such differences, not
letting anyone stand coercively in
the way of another.

The Next Challenge

If one should tentatively accept
the previous challenge, his inclina-
tion might be to employ various
tools of the democratic process —
especially that of voting. But the
misleading concepts surrounding
equality are closely akin to those
surrounding majority rule and the
“magic” of voting. If one has
blindly accepted the idea of major-
ity rule, he should take a more
careful look.

Here is a question to help place
this point in perspective: Under
what conditions and to what ex-
tent might you be willing to be
restricted, your actions determined
by the decisions of others than
yourself? Are you willing to ac-
cept the decisions of others in the
selection of your husband or your
wife, naming your child, determin-
ing the food you should eat, the
clothes you wear, the friends you
may have, the beneficiaries of your
kindnesses, the persons with whom
you may trade or contract, the pro-
visions of the contract? Many of
today’s youth have loudly and
persistently demonstrated that
they will not allow the customs of
their elders to dictate styles of
hair or dress. How significant are
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such matters in the full scale of
values which affect their lives?

This is not to say that harmful
results of numerous invasiong of
privacy have gone unrecognized.
Protests have been launched
against these galling coercive in-
trusions — some loud and violent,
some quiet and peaceful, others
simply in thoughtful contempla-
tion of the prevailing situation.

There probably are as many
persons coerced into acting, not as
they want, but as others want,
through majority rule as through
totalitarian dictatorship. The chal-
lenge here is to find out the limi-
tations of majority rule, lest it
become the pervading principle
for solving all problems. One ap-
proach is to examine the alterna-
tive to majority rule. Is it minor-
ity rule? Possibly; but what about
individual rule as the alternative?
Thomas Jefferson had something
to say about this. “That govern-
ment which governs least, governs
best” was Jefferson’s idea of al-
lowing each person the exciting
opportunity to govern himself.
This creative thought deserves
better than to be forgotten.

The magic of the voting process
seems to have perverted our judg-
ment in political matters. We seem
to believe that the total number of
votes cast is more important than
the outcome of the balloting — that
it is better to rely upon the opin-
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ions of citizens who hardly care
enough to vote than to have a
matter decided by those concerned.
We become so obsessed with vot-
ing politically that we tend to de-
prive ourselves of choice in the
market place,

The man who would govern him-
self and extend to every other per-
son the same opportunity — a chal-
lenge worthy of the most intelli-
gent, courageous, and moral indi-
vidual — must study carefully this
matter of voting. Are there logical
limitations for voting? Should an-
other person vote on a matter that
pertains not to him, but only to
me? Should another’s vote deter-
mine the use of my property when
no property of his own is affected
by the vote? Should the privilege
of voting be earned by meeting
certain requirements — not age,
not color, not race —but such as
proof of responsibility for the
support of oneself and his own
family?

To seriously review the short-
comings of the older generation
surely must challenge the youth
of America to think of equality in
terms that will not prevent any
individual from being his own
man. To meet this challenge calls
‘or better understanding of the
itructure of government — and
uch mechanisms as voting and
najority rule — so that govern-

1ent may not be turned against
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the need and desire of the indi-
vidual to be seif-responsible,

The Final Area of Challenge

It has been observed by philoso-
phers and historians that the need
for strong safeguards against the
loss of freedom is recognized more
readily by those who have just
won freedom than by those who
have inherited it; the latter tend
to take freedom for granted and
allow the safeguards to be re-
moved.

The framework of government
should have built into it safeguard
mechanisms that require much
time and effort to remove. The de-
lay will allow the more alert citi-
zens to review and emphasize to
others the reasons why such safe-
guard mechanisms were instituted
in the first place. Certain mech-
anisms of this kind were well con-
ceived and placed into the Consti-
tution of the United States, to pre-
vent the government itself from
interfering with personal freedom
while providing necessary defense
and establishing justice. These
mechanisms set one branch of gov-
ernment as a check upon another.
To protect against sudden ma-
jority responses to popular causes
of the moment, they required
greater than simple majority votes
to amend the Constitution and to
override vetoes; they provided for
electing certain officeholders to
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longer terms than others, and for
appointing certain officials to life
terms. These mechanisms were
alarms. For a century and longer
these Constitutional safeguards of
1789 worked very well. In recent
decades, however, we seem deter-
mined to prove that those who in-
herit freedom eventually take it
for granted and allow its safe-
guards to be removed.

One lesson of history calls for
special attention by the young: op-
pression does not always come in
severe doses. The oppressors do not
always wear black hats and ride
black horses to distinguish them-
selves from the good guys. Instead,
they sometimes appear to be more
sincere and more concerned than
others who quietly go about mind-
ing their own business., So it is
that oppression is likely to come
with gradual erosions of personal
freedom. Not many notice, for the
alarm is no louder than a whisper.
A callus lets us live with a pinch-
ing shoe, and in much the same
way we grow accustomed to a gov-
ernment that has slipped into au-
thoritarian ways; private decision-
making gradually disappears.

Obviously, the original safe-
guards built into the Constitution
have not sufficed. New and better
gsafeguards and alarms are needed.
Here is the most exciting chal-
lenge of them all — calling out to
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the young in heart, mind, and
spirit.

Independence has been a way of
life for the American. In his pri-
vate and public life he picks and
chooses, he accepts and rejects. If
he dislikes the association he has
with his employer, or with his
church, or with his fraternal
group, he can resign. If one spouse
mistreats the other, the remedy
may be to dissolve the union, If
a youngster has been subjected to
heavy-handed treatment by his
parents, when he becomes an adult
he has the choice to quit the
family. The fact that such choices
exist has a leavening effect oz
those in the positions of control
This applies to practically all hu
man action. Whether or not on
continues to patronize his lawyel
doctor, dentist, the boy who mow
the lawn, the dry cleaner, or tk
butcher will depend upon the m:
tual satisfaction of the two pa
ties involved. When either becom
dissatisfied, he simply quits.

No Way to Quit

Not so, however, when the d
satisfied party is the citizen
several layers of governme
When I become unhappy with «
of these layers, such as gove
ment postal service, it is futile
me to resign from that service
rangement. There is no reason
replacement available for me
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uge; and even if there were I
would still be ohliged to subgidize
the old one through taxes. When
government officials decide that
every young man from 18 through
26 shall be eligible for military
service and subjected to unde-
clared war in foreign lands, no
reasonable alternative seems to
exist for him. Though history tells
of persecuted people who fled their
country rather than continue to
bear the improper authority of
government, such remedy can
hardly be considered reasonable. It
is not reasonable that to object
successfully against the tyranny
of the late Hitler or the current
red regime of East Germany, one
must uproot himself and his fam-
ily and, leaving behind his posses-
sions, try to sneak unobserved
across the boundary with the lives
of himself and his family at stake.

The way to avoid becoming
trapped in such evil circumstances,
of course, is to understand so com-
pletely and to articulate so clearly
the virtues of liberty and the pain-
fulness of oppression, that one will
convince enough of his fellow citi-
zens to oppose such attempts to
grab authoritarian power. This
approach is no little task. And, as
a practical matter, it may consti-
tute no remedy at all. Doubtless it
is easier to “fire” one’s dry cleaner
who charges too much or other-
wise fails to give satisfactory
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service, than to “fire” the layer of
government under which one is op-
pressed. So what is the answer?
Where lies the solution to this
challenge?

Look to the Market

It seems possible, at least theo-
retically, that one could contract
privately for all services now ren-
dered by governments except for
that specialized service of national
defense against either foreign or
domestic aggressors. If govern-
ment were thus limited to provid-
ing for the defense of the United
States of America and all other
services were to be private, pre-
sumably one other national re-
sponsibility would then exist—
the guarantee to each citizen that
no other government service would
be constitutional, whether at the
national, state, county, or munici-
pal level. To fulfill such guarantee,
the Federal government would be
authorized and given the power to
protect the people from any at-
tempt whatsover by any person or
group to use coercive or govern-
ment-like methods to require their
participation or action.

What might be the advantages
of such an arrangement? For one
thing, a Federal government,
limited to national defense and to
carrying out the above guarantee,
would have little prospect of
growth through promises of some-
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thing for nothing or any program
of tax-spend-and-elect. Since: no
other enforced services would be
permitted within the nation, pri-
vate organizations would flourish
strictly according to the will of
satisfied customers. Unwarranted
attempts by any such organization
to raise fees arbitrarily (the way
governments raise taxes) or to cut
the quality of its services could re-
sult in loss of clientele.

Other beneficial effects to be an-
ticipated from this removal of co-
ercive powers from would-be mas-
ters of men would be the maxi-
mizing of individual effort and re-
ward, a resurgence of genuine
charity in ministering to the needs
of others, a more stable economy
not subject to arbitrary manipula-
tion by government, and countless
other blessings. Isn’t this a worthy
challenge!

Even to outline so nebulous a
theory must trigger many ques-
tions:

“But, how would the court sys-
tem function?

“What about police, fines, and
imprisonment?

“How would one gain recogni-
tion of ownership of property?

“How would a contract be en-
forced?

“Who would own the roads and
highways?

“Who would be responsible for
a system of money?”’
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These questions express the puz-
zle — just how low the level of gov-
ernmental coercion should be to
allow the maximum freedom of
the market place, and yet not re-
gsult in anarchy and violence. I
have suggested the barest mini-
mum of government coercion. It
may be too little. And yet the real
danger, as evidenced through his-
tory, has been that man chooses
too much government and too little
freedom, He is more apt to under-
shoot the peak of freedom than to
overshoot it.

This, young men and women, is
part of the great, exciting chal-
lenge. Let anyone who wishes to
supply an answer be free to try!
Keep in mind that failure will hurt
only those few who subscribe to a
wrong answer, and then perhaps
only momentarily, while success
will profit many far and wide.

It is tempting to continue with
a long list of challenges for young
people encompassing the areas of
physical science, metaphysical sci-
ence, medicine, industry, astron-
omy and space, among others. But
these are subjects that would be
neither overrated nor underrated
in a true society of free men. The
great challenge is to maximize the
freedom of every individual. Suc-
ceed there, and success must fol-
low in every conceivable area of
human activity. ®



PauL L. PolroT

HARsH though the fact may seem
to some, the scarce and valuable
resources of the world are gen-
erally staked out and claimed.
Somebody owns them, no matter
how much others might want
them. If this were not the case, the
first order of business would be
to make it so. For there is no way
in the world to assure the efficient
use and reasonable conservation of
scarce resources until they are
brought under private ownership
and control. What belongs to
everyone belongs to no one, and
waste is not felt to be a personal
loss.

This is not to say that private
ownership, in and of itself, is a
sufficient condition for harmonious
human relationships. The owner,
having once staked a claim, may
not thereafter sit on his property
with a dog-in-the-manger attitude
toward others. His right is by
their consent, so to speak. Unless

one’s neighbors generally approve
the use he makes of his property,
they will not rush to help him de-
fend it. Indeed, they may be the
first to trespass or otherwise chal-
lenge his title. This is not to con-
done unneighborly conduct or the
tendency to trespass, but to stress
the owner’s responsibility to put
his property to productive use
which others may understand and
approve.

So, it behooves an owner to
practice what might be termed an
open-door policy as distinguished
from a closed shop. In other words,
unless he is prepared to defend his
claim behind a Great Wall with
armed guards, he will rely upon a
“For Sale” sign, daily proving
anew in the market his right to his
property. The open market recog-
nizes no special privileges on the
part of any owner. Each market
participant or trader bids against
all others, and the property goes
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to the highest bidder. And every-
one who would trade has a vested
interest in keeping the market
open, in policing the market
against thieves and robbers and
any coercive intervention with the
person or the property of any
peaceful trader.

The point bears repeating: the
allocation or ownership of property
is most wisely determined in the
open market; the proper function-
ing of the market requires polic-
ing and the protection of private
property; but this does not mean
protectionism or special privilege
for any owner by way of govern-
ment intervention. The latter
amounts to a closing of the market
against peaceful traders — a rever-
gion to barbarism and war.

Not that any given owner is so
all-wise that he alone knows best
how to use and conserve scarce
resources. But he does have a sense
of values and his own order of
priorities to which any customer
in the market may appeal with a
bid or an offer to buy. It is possi-
ble, of course, that none of these
offers would appeal to the owner
at a given time, in which case he
would retain possession until of-
fered something better or until
his own needs and priorities had
shifted enough to make him will-
ing to trade. Bear in mind that no
one can earn a living simply by
hoarding; eventually he must sell
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or otherwise convert some of hig
hoard into something to eat. So,
he is quite as dependent on others
as they may be dependent on him.
And it is this interdependence, re-
flected in market pricing and trad-
ing, that ultimately attends to the
most efficient use and conservation
of scarce and valuable resources
— that transfers ownership into
the most capable hands.

Modern markets are a far cry
from the simple barter of earlier
times. Sophisticated traders usu-
ally make their deals in terms of
money. So let us examine the role
of money as a medium of exchange
and see how monetary policies
affect the market and the course
of trade.

Monetary Manipulations

Anyone with the slightest
knowledge of monetary history
knows very well how the ancient
goldsmiths used to issue more
warehouse receipts for gold than
there was gold in the warehouse.
Our modern systems of fractional
reserve banking employ the same
principle.

We know about this. Yet, many
of us never quite grasp the sig-
nificance of what we seem to know.
These slips of fiat money flowing
from the banking system are claim
checks we presumably bring to
market to exchange for the goods
and services available there., But
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if we stop to think about it, we
soon see that there is no real mar-
ket demand for these claim checks
as such. The only reason why any-
one wants any of them is that they
might help him get the goods or
services he wants. What every
trader in the market wants are
goods or services more valuable to
him than those he offers in ex-
change. He hopes to find the mar-
ket place full of goods and serv-
ices, rather than lots of monetary
claim checks to be redeemed.

The salesman may not realize it,
but the smile on his face when a
millionaire enters the store is not
for the million claim checks the
customer might have in his pocket.
The smile goes back to the pile of
goods and services that had to be
released in the market before that
customer could acquire a million
claim checks, Otherwise, those
checks are the work of a counter-
feiter, a “customer” welcomed by
no bona fide supplier of goods and
services.

In one sense, the welfare client
who enters the market with a
bundle of food stamps is like a
counterfeiter: neither is bringing
any useful goods or services into
the market; each plans to draw
against the available supplies; and
some supplier is bound to come out
on the short end of such one-way
“trade.” The same holds true
whenever any customer enters the
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market with a pocketful of money
which has not been earned by sup-
plying goods and services.

Barred from the Market

Perhaps the tax collector — the
mailed fist within the velvet glove
of the welfare state — most clearly
symbolizes the claimant of some-
thing for nothing. True, he has
legally been hired to perform a
job. But his task is to withdraw
goods and services from suppliers
— from the market — without the
arduous necessity of offering other
marketable items in trade.

The tax collector, in other words,
controls entrance to the market,
exacting tolls of varying magni-
tude from certain customers as
they enter or leave with their ob-
jects of trade. Nor is that all. Some
of those very same customers, and
certain others with no visible
means of support or trade, are in
a sense deputized to collect taxes
in their own behalf —a welfare
payment, subsidy, exemption, or
“free pass” of some sort.

These are not simple beggars
waiting for crumbs outside the
gates of the market. However
peaceful may seem to be their ex-
actions from would-be traders,
these tax collectors and deputies
are armed with the full force of
the law, prepared for whatever
violence is necessary to enforce
their one-way transactions. Their
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picket signs also serve as clubs.
These activities outside the gates
are marked by violence, always
threatened and often invoked.

The taxpayer who seeks any re-
turn on the goods and services
taxed from him must seek outside
the market — look to political chan-
nels to get back “his share” — per-
haps in outer space, or in Vietnam,
or in Appalachia, or in the urban
ghettos, or in the mailbox, or on
the highway, or in the crowded
schoolroom, or hospital, or jail. In
other words, the taxpayer tends to
be driven from the market, to the
extent that he is taxed for other
than the minimal requirements for
policing the market. And outside
the market, the game or the strug-
gle is strictly violent; to the victor
belong the spoils.

“Publi¢ Sector’’ Wars

The names may be somewhat
misleading, but the peaceful trans-
actions or voluntary exchanges
within the market are sometimes
referred to as occurring in “the
private sector”; and the so-called
“public sector” encompasses those
coercive activities outside the mar-
ket — wars of one kind or another:
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against foreign aggressors,
against communists, against capi-
talists, against poverty, against
ignorance, against prejudice,
against bias, against every con-
ceivable obstacle that stands be-
tween any man and the something
he wants without earning it.

Their names are legion who pro-
fess good will toward man in their
schemes to channel ever more re-
sources and individuals into the
“public sector.” But whether or
not they know it, they are the war-
mongers in our society. They are
condemning everyone involved, in-
cluding their intended benefici-
aries, to violent methods and to
the results of violence.

If one tires of the class struggle
and conflict and violence charac-
teristic of men trying to function
in the public sector, if he realistic-
ally seeks peace, then he must
search for it in the private sector.
A condition for admission to the
market is that one enter and oper-
ate through peaceful means only.
And only through peaceful means
can peace be achieved. The happy
dividend is more goods and serv-
ices available to all men than
under any other arrangement. @



GEORGE HAGEDORN

THE RECENT economic reports of
the President, and of his Council
of Economic Advisers, have been
the occasion of much discussion
and controversy. This week we
want to call attention to a section
of the council’s report which has
attracted relatively little notice,
but which containg some profound
economic wisdom. This is a rather
brief section headed ‘“Transporta-
tion,” which appears as one part
of a chapter entitled “Economic
Growth and the Efficient Use of
Resources.”

The council’s discussion of the
economics of the transportation
industry is in a low key. Conclu-
sions are suggested rather than
asserted and no firm recommenda-
tions for changes in government
policy are offered.

Mr. Hagedorn is Vice-President and Chief
Economist of the National Association of Man-

ufacturers. This column appeared in NAM
Reports, March 1, 1971,

Yet, the message of the council’s
comments is clear. It is this: Gov-

ernment regulation of transporta-
tion has resulted in injury, rather
than benefit, both to the industries
which provide transportation serv-
ices and to the public which de-
pends on them. All would be better
off if more reliance were placed
on competition and less on regu-
lation. Government intervention in
this critical sector of our economy
has resulted in an inefficient use
of resources.

The history of the Interstate
Commerce Commission, first es-
tablished in 1887, has been one of
increasing extension of its pow-
ers, and increasing futility in
their exercise. The end result has
been that the country has an un-
economic transportation system —
uneconomic in the sense that more
manpower and capital are devoted
to that purpose than need be and
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they are used less eﬂimently than
they might be.

The commission was originally
established at a time when rail-
roads had a near monopoly of
freight transportation. Its object
was to protect shippers against
this monopoly power. But early in
this century, the commission was
given the additional power to en-
force mintmum freight rates —in
other words, to suppress any rate
competition that might break out
among the roads. When a competi-
tive form of freight transporta-
tion — trucking — did emerge it
was placed under the regulatory
power of the commission.

The Bureaucratic Procedure
Cannot Stand Competition

We do not believe that there is
necessarily anything sinister or
corrupt in that history. It is in the
nature of government economic
intervention to develop in that
way. When a public body is estab-
lished to oversee an industry it
cannot rely on something so nebu-
lous and unpredictable as compe-
tition. It will inevitably view com-
petition — whose effects are never
foreseeable in detail —as an ob-
stacle to the attainment of the ex-
plicit objectives the public body
was intended to serve.

Competition has a way of break-
ing out, no matter how much you
try to suppress it. But suppression
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of competition usually results in
turning it into uneconomic chan-
nels. The pattern of development
in an industry is distorted in ways
that are disadvantageous both to
the industry and to the public.

An illustration of this is the
effect of the suppression of rate
competition in the transportation
industry. The rivalry among car-
riers took the form of attempts to
offer better and more frequent
service. The council’s economic
report points out that: “This is
one reason why the transportation
industry as a whole has more ca-
pacity than the total traffic re-
quires. . ..’

This overcapacity is a burden
on the carriers and a migallocation
of our national economic resources.
From the point of view of the
shippers, it might seem that bet-
ter and more frequent service is a
good thing, But wouldn’t it be still
better to let the market decide
whether the shippers might prefer
lower rates to this additional serv-
ice?

Regulation of air transportation
by the Civil Aeronautics Board
seems to have had similar effects.
During the period of rapid growth
in air traffic during the 1960°’s the
airlines were prohibited from com-
peting with each other by cutting
rates. They thereupon competed
by qffering increased service and
this 'resulted in uneconomic in-
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vestment in facilities and equip-
ment — a problem pilaguing tnem
severely at present.

Direct and Indirect Effects

What is at stake in the question
of regulation vs. competition is
not merely an abstract principle.
An unpublished government study
estimates that, as a result of de-
regulation, a reduction of at least
10 per cent could be expected in
cost to shippers of freight trans-
portation by common carriers.

The distortion introduced by
regulation into the pattern of
transportation costs can also have
undesirable social effects. The
economic report of the council ar-
gues that it has been a contribut-
ing factor in the joint problems of
rural depopulation and urban con-
gestion. As a result of regulation,
transportation costs on finished
goods tend to be higher than rates
on shipments of raw materials.
This causes fabricators to locate
close to their urban markets rather
than close to their sources of ma-
terials, or somewhere in between.

One of the worst effects of reg-
ulation, and one which makes es-
cape from it very difficult, is that
in its course vested interests are
established. These might be dam-
aged as a result of deregulation.

We use the term ‘“vested inter-
ests” in no deprecatory sense. A
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trucker who holds an ICC certifi-
cate has a thing of value. He has
acquired it in good faith because
he has to have it to conduct his
business. In the normal course of
business transactions he may have
bought and paid for it just like
any other asset. Opening trucking
to unlimited competition might
greatly reduce the value of that
asset — depriving the certificate
holder of part of his property.

We do not know of any solution
to these inequities. They could be
mitigated, but not eliminated, by
phasing deregulation over a long
period. The lesson is that, in the
course of government regulation,
a tangled web is woven — from
which it is impossible to escape
without some pain and injustice.

We surmise that the Adminis-
tration, after laying this intellec-
tual groundwork, may offer legis-
lative proposals for a move toward
deregulation in the transportation
industry.

But perhaps the larger import
of the discussion is that govern-
ment regulation of any phase of
economic life, no matter how well
intended, may create more prob-
lems than it solves. The intended
beneficiaries often are hurt as
much as those who are regulated.
Advocates of Federal legislation
for the protection of consumers
might take notice. )



CLARENCE B. CARSON

GOVERNMENT INTERVENTION in
railroading has had a devastating
impact over the years. A vital in-
dustry has been transformed by
it into a declining industry. Many
services once performed are no
longer performed or poorly pro-
vided. Competition has greatly de-
clined, costs have risen, profits
have usually been low, and labor
trouble is endemic. What has gone
before (Throttling the Railroads,
concluded in the February, 1971
FREEMAN) shows clearly the rela-
tionship of government interven-
tion to all sorts of untoward de-
velopments in railroading.

If government intervention had
elsewhere been attended with
great success and had failed sig-

Dr. Carson is a frequent contributor to THE
FREEMAN and other journals and the author
of several books. He is Chairman of the Social
Science Department at Okaloosa-Walton Col-
lege in Florida.
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nally only in its effects on the rail-
roads, we might be warranted in
concluding that it had failed only
because of inept and unintelligent
application. The United States
government appears to be operat-
ing on some such assumption as
this presently. The government is
beginning to shift from its long
term policy of restriction toward
subsidization. Actually, those who
offer apologies for such shifts in
policy would not be likely to ad-
mit that the earlier intervention
was inept and unintelligent., Their
apology would be a little more
complex. They would announce
that times have changed, and that
new conditions call for new solu-
tions. The assumption would be
that subsidies in the early years
of railroading were justified, that
later regulation and restriction
was necessary, and that now new
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subsidies are warranted. We can
be reasonably sure that this would
be the line because the arguments
for relief from taxes, removal of
restrictions, and the making of
loans or the provision of other
sorts of subsidies are frequently
made on the basis that older prac-
tices are outmoded.

The argument from changing
circumstances begs the question.
The question is whether earlier
intervention worked as it was sup-
posed to. If it did not, as has been
shown to be the case with the rail-
roads, why did it not? Was it be-
cause of the ineptitude of the in-
tervention? Or was it because gov-
ernment intervention, by its very
nature, produces such conse-
quences? The effects of interven-
tion elsewhere offer a partial an-
swer to the question.

Qbvious Results of Intervention

The debilitating effects of inter-
vention on the railroads is not an
isolated instance of such effects.
My own studies and reading have
confirmed for me that it is gen-
erally the case. Sometimes, the
effects of intervention are so di-
rect in producing the opposite of
what was wanted that they are
readily apparent. Such has been
the case with the New Deal farm
programs and the later extensions
of them. These programs were
supposed to aid the small farmer
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and to reverse the flow of popula-
tion from the farms into the cities.
The results have been just the op-
posite: the benefits have gone, in
the main, to large farmers, and the
flow of population into the cities
was accelerated.

The impact of some interven-
tions have clear and predictable
results. For example, the establish-
ment of price controls with the
maximum price below what the
market price would be results in
shortages. Contrariwise, the sup-
port of prices above what the mar-
ket price would be results in sur-
pluses. When wages are thus sup-
ported, there is a surplus of labor,
i. e., unemployment. The increase
of the money supply, other things
remaining equal, will result in
higher prices. These and other
such economic principles can be
illustrated with a hundred his-
torical examples.

Some interventions have results
that branch off in a variety of di-
rections, some results being fairly
obvious, others more or less ob-
scure. Such have been the conse-
quences of government interven-
tion on behalf of labor unions. The
most obvious results are increased
unionization, effective strikes, the
tying up of industries, higher
wages and prices. There are many
other less obvious results: the
pricing of some products out of
the market, the pricing of some
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workmen out of the market (un-
employment), the arraying of
workmen against workmen in
strikes, the political pressures of
labor unions for government pro-
grams that will reduce the avail-
able labor supply, and so on.

Unseen Consequences

Some interventions even appear
to have salutary results because so
many of their effects are hidden
from view. This has frequently
been the case with government’s
increase of the money supply
(monetary inflation). Much that is
attractive follows from this activ-
ity. Prices rise; debts contracted
earlier can more readily be paid;
money is much more plentiful, and
a sense of economic well-being may
be widespread among the populace.
Investments of ready capital ex-
pand industries and offer higher
levels of employment. The conse-
quences follow in ways that are
not usually readily identifiable
with the cause. A contraction of
the money supply — something that
was bound to occur in the fairly
short run so long as the monetary
expansion had occurred by way of
an increase of bank deposits when
banks both operated on fractional
reserve and men could demand
gold for their currency — reverses
the above effects and produces
what is called a depression. If
the money supply is not con-
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tracted, the eventual result will
be an inflationary level that will
make money, and all things ex-
pressed in it, worthless. But there
are numerous intermediate effects
of inflation. Inflation discourages
saving, because money loses value
as it is held. Those who have
already saved will have the value
of that saving dwindle away. Con-
tracts expressed in monetary
terms are only partially fulfilled.

Government regulation restricts,
confines, diverts, focuses, makes
inflexible, and alters the course of
men’s actions in hundreds of
ways. Government programs are
almost invariably predicated on
the notion that a single cause will
have a single and predictable ef-
fect. If prices rise, the answer to
this, simplistically, is price con-
trols. But it is not. For there are
then shortages of whatever is
controlled. Producers turn their
production into uncontrolled areas.
Energies are diverted into a hun-
dred channels to evade the re-
straint. Government regulation
can be likened to an attempt to
dam a river on a vast and ex-
tensive plain, Build a dam athwart
the path of the river and it will
overflow its banks and follow new
courses, perhaps many where there
was once one. A series of new
dams will only be followed by the
same results, multiplied once
again, most likely. Eventually, it
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will appear that the only way to
dam the stream would be to build
a dam from mountain to moun-
tain, though it must be a thousand
miles across to accomplish the
purpose. In human affairs, such a
constriction of the energies of a
people is called totalitarianism,
and it is this toward which gov-
ernment regulation and restraint
tend.

The Nature of Government

Government regulation fails in
the attainment of its purported
object — often produces the oppo-
site result — because of the nature
of government, the nature of man,
and the nature of economy. The
nature of government is, or should
be, very clear. It is that body, or
those bodies, charged with the
exclusive authority to employ
force in a given jurisdiction.
Force may be employed in two
ways upon people. It may be used
in support of prohibitions against
certain kinds of actions. For ex-
ample, murder may be prohibited,
and force may be used to appre-
hend murderers or those caught
in the act of attempting it, to hold
them in jail, to bring them to trial,
and to mete out punishment to
those convicted. Or, force can be
used to induce people to act in
ways contrary to those to which
they are bent. For example, force
may be used on railroads to com-
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pel them to keep open stations
which they would otherwise have
closed.

A rather conclusive case can be
made that governments can and
ought to prohibit certain kinds
of actions and punish offenders, a
case as conclusive as any is likely
to be in social matters. That is, an
exceedingly strong case can be
made that a body charged with
the power to do so is necessary to
the protection of life, liberty, and
property and with the settlement
of disputes which arise among
men. A similar case can be made
that the government so charged
must have the power to compel the
necessary support from those un-
der its jurisdiction for the per-
formance of its tasks. That is,
government may collect taxes and
may even compel peaceful men to
take up arms to aid in the per-
formance of these legitimate func-
tions. (Of course, a government
may be constitutionally limited as
to how it goes about these things.)

Where Force Is Wasteful

No such conclusive case can be
made for the use of government
power to induce certain behavior
in economic matters. On the con-
trary, men have quite sufficient
inducement in the very nature of
things to behave economically.
Economy has to do with the fru-
gal use of the elements of produc-
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tion — land, labor, and capital — to
provide the goods and services
most wanted. Everyman is inclined
to do it this way. He is inclined
to do as little work as possible to
get the job done in the manner de-
gired, to spend as little as he can
to attain the quantity and quality
of goods and services sought, and
to use as little of his natural re-
sources as will suffice. Indeed, he
is inclined to use most frugally
whichever of these are scarcest
and to use most prodigally those
which are in greatest supply. It is
in his interest so to do.

Force is superfluous so far as
it might be used to compel men
to do what they would tend to do
anyway by interest and inclina-
tion. It would not only be superflu-
ous; it would be positively waste-
ful, for all the costs to provide the
force would be above and beyond
those necessary to get the job
done.

Of course, governments do not
employ force to get men to act in
accord with their interests and
inclinations. Government interven-
tion into economy is an employ-
ment of force to induce men to do
what would otherwise be contrary
to their interests and inclinations.
Even a superficial look at inter-
ventionist policies shows that this
is their character. Governments
intervene to induce companies to
deal with labor unions, to induce
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men to join labor unions, to induce
lenders to lend money at a lower
rate than they could otherwise
get, to induce employers to pay
more than they would have to do
to get employees, to induce com-
panies to provide services which
they would discontinue, to induce
landlords to provide facilities at
rates which are less profitable
than they could get in the market,
to induce men to charge more or
less than it is in their interest to
do.

Distorting the Facts

Most of the government inter-
ventions in railroading have been
of this character. Government in-
tervened to compel railroads to
deal with unions, to fix railroad
rates below the market level, to
compel the provision of unprofita-
ble services, to induce railroads
not to compete with one another
in significant ways, to induce them
to set up certain work rules, to
induce them to share their facili-
ties, and so on, through a story
already told.

Men do not cease to pursue
their interests when government
intervenes; they continue to do
that as vigorously as ever. There
is a very important difference,
however. When men pursue their
interests economically, they pro-
duce and provide the goods and
services most wanted with the
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least use of resources. Government
intervention changes both what
appears to be most wanted and
what appears to be the scarcest or
most plentiful of resources. For
example, when government offered
a subsidy for the production of
cotton above the market price, it
made cotton appear to be in great-
er demand than it was. When it
restricted acreage to be planted to
cotton simultaneously, it made
land appear to be scarcer than it
was. The result was that farmers,
who were in a position to do so,
devoted much more capital to the
production of cotton, thus produec-
ing more cotton than could be sold
at the supported price, hence sur-
pluses of cotton.

The setting of a price or rate
ceiling below the market price
makes it appear that less of a good
or service is wanted than actually
is the case. This, of course, has
happened with rail rates. One of
the results has been the declining
investment in the railroads. An-
other has been the reduction of
services.Yet another was the meet-
ing of the real demand for service
by newer and other means of
transport.

If wages are raised above the
market price, this gives an ap-
pearance that labor is in shorter
supply than, say, capital, though,
in fact, there may be widespread
unemployment. The tendency will
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be for labor to be replaced by
machines, perhaps, at an accel-
erated pace, or, perhaps, by great-
er usage of natural resources.

To put the matter in the broadest
perspective, when government in-
tervenes in one area, men shift
their energies and attention to
areas gstill left free or which may
be relatively freer. For example,
as the railroads were restricted
and restrained, men turned more
and more of their attention to the
development of trucks, buses, au-
tomobiles, airplanes, and so forth.
As the commercial uses of these
have been increasingly regulated
and restrained, the private trans-
portation devices have been ever
more extensively used.

Coddling the Criminal

There are impacts to interven-
tion which go beyond just the
economic effects, though these are
often devastating enough. Over
the last several decades interven-
tion in the economy has been
growing and spreading. Govern-
ment has turned more and more
from its protective and prohibitive
role toward a role as inducer and
regulator. Laws for the protec-
tion of life, liberty, and property
are still on the books in many
instances, of course. The police
still apprehend violators on nu-
merous occasions. Juries still try
and, as the case may be, convict
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those charged with such offenses.
Beyond this point, however, the
use of force to protect the citi-
zenry has begun to break down.
There is a widely expressed view
that prisons are only for the re-
habilitation of criminals, not for
their punishment. There are even
those who claim that punishment
does not deter the commission of
crimes (though some would re-
strict this view to crimes of pas-
sion). Once admit these premises,
the criminal becomes an object of
solicitude, and the use by govern-
ment of force upon him becomes
aggression. This is especially the
case when it is also believed that
the criminal is a vietim of the
society in which he has grown up.

For these and whatever other
reasons there may be, many of
the courts have taken to treating
those charged with committing
crimes with great solicitude. Their
rights are ever more carefully
protected in trials. Capital pun-
ishment has virtually disappeared.
Probation after a short period of
incarceration is commonplace, and
suspended sentences are the order
of the day.

This has occurred while govern-
ment’s use of force to intervene
in economic matters has mounted.
Statute books, state and national,
are filled with minute and massive
interventions ranging from the
silly to the near catastrophic. The
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present writer has never encoun-
tered arguments to the effect that
the threat of punishment will not
induce people to pay their taxes,
to obtain licenses, to refrain from
forming trusts, to plant only the
allotted acreage to crops, to obey
the rulings of the Interstate Com-
merce Commission, to accept fiat
money in payment of debts, to
pay the minimum wage, to recog-
nize and deal with the union certi-
fied by the National Labor Rela-
tions Board, and so on, and on.
Indeed, it is everywhere apparent
that the threat of punishment
must induce men to comply with
a great maze of laws, many of
which clearly run counter to their
economic interest,

Government as Plunderer

In recent decades, crimes of
aggressions by individuals and
groups have increased much faster
than has the population. Such
crimes as rape, aggravated assault,
intimidation, robbery, and murder
have become rampant. If trespass
upon property were as strictly
defined as it once was, the amount
of violations would no doubt be
much greater than it is. Intimi-
datory groups have frequently
been permitted to terrorize se-
lected peoples with impunity.

The connections between inter-
vention in economic activities, on
the one hand, and the tendency
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toward the breakdown of tradi-
tional law and order lie beneath
the surface of things and are
difficult to ferret out. One of them
is the revolutionary thrust which
gives impetus to the intervention.
It is the desire to make over
American society in an egalitarian
fashion, and ftraditional protec-
tions of the individual must be
broken down for the new society
to emerge. Another connection is
that the enforcement of the fan-
tastic array of interventions over-
burdens government and leaves it
weakened for its traditional tasks.
Yet another is that the increasing
force exercised by government has
tended to disintegrate society so
that social restraints on aggres-
sive behavior are not as effective
as formerly.

The impact of intervention,
then, is disintegrating in its ef-
fects upon society, disruptive and
diversive in men’s efforts at econ-
omy, interferes with voluntary co-
operation among individuals and
groups, inhibits and redirects in-
dividual efforts, and is productive
of confusion in industrial life. All
too often, intervention produces
the opposite of what would be
wanted, produces an ineffective
railroad system rather than a vital
one, drives farmers from rural
areas rather than making it pos-
sible for them to make a living,
creates unemployment, takes away
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the value of men’s savings, turns
them away from serving one an-
other to taking advantage of one
another under the cover of gov-
ernmental programs. Government
intervention begets more govern-
ment intervention. Just as a dam
built across a river on an exten-
sive plain will result in numerous
rivulets which must in turn be
dammed, so government interven-
tion diverts men’s energies into
the remaining areas of freedom
which must, in turn, be reduced in
the vain hope that the earlier pro-
grams can be made to work. When
an industry has finally been
brought to heel in this fashion, it
can no longer effectively perform
its tasks. Government may then
take over the industry directly or
may subsidize it as an intermedi-
ate step to taking it over. Even
now, this denouement is being act-
ed out with the railroads.

Release Human Energy

There is an alternative to inter-
vention. To see it clearly we must
redirect our sights. Government
intervention proceeds by using
force to induce men to act con-
trary to their interests. This, men
will hardly do, though Draconian
measures be applied against them.
There is, however, a vast amount
of energy to be found in people,
energy which is only potential at
its inception, A child at play shows
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how great is the energy available.
Parents must have ever remarked
that they wished they had only a
fraction of the energy the child re-
leases. The child runs first to this
and then to that, whoops and hol-
lers, invents some game which fas-
cinates him for a moment, be-
comes bored quickly and turns to
some other diversion. This is hu-
man energy in its raw state, giv-
ing the appearance of being boun-
tiful because it is undisciplined
and unrestrained.

The energy potential in man is
great for either destruction or
construction. No other being on
this planet has ever shown the
adeptness for destruction that men
can do when they put their minds
to it. They can burn whole cities,
destroy crops, rape, pillage, kill,
and lay waste. When they are bent
upon construction, they can devise
and build such works of beauty
and utility as no other creature
could even imagine. They can
build, heal, transport, provide
food and raiment, manufacture,
compute, educate, and use their
brains and hands in thousands of
ways wondrous to behold. Or, they
can be so restricted and restrained
by force that they neither destroy
nor build with any will. Whole
populations can be so enslaved or
enserfed that their works do not
live after them and their lives are
little above brute level. Each of
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these potentialities of man has
been fulfilled many times in the
brief span of 4,000 years or so of
recorded history.

Discipline and Organization

Two things are necessary for
the vast energy potential in men
to be applied constructively. One
is for the energy to be released.
The other is for it to be disci-
plined so that it can be effectively
applied. There is a major clue to
the release of energy in the child
at play. The child is following his
own bent; he is interested in what
he is doing, or, what he is doing
interests him. To change this with
a young child, it is necessary only
to assign him to some task which
he would call work. He will become
tired almost at once. The abun-
dant energy which he was just
displaying will quickly disappear.
He is no longer interested in what
he is doing. Men are like that, too,
though “interest” has become
something much more extensive
and comprehensive than it was for
a child. Interest is not simply
what gives him immediate pleas-
ure. He has learned to defer im-
mediate gratification for expected
future gratifications. He works
because it is in his interest to do
so. He is interested not only in
himself but in his wife, his chil-
dren, perchance his parents, fu-
ture grandchildren, and a broader
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community which aids and pro-
tects him. He is interested in his
rights and his possessions — his
lands, houses, vehicles, and a hun-
dred and one things which he owns
or degires. His energies are readily
released in defense of and in pur-
suit of a multitude of interests.
To release the energies of a man
it is necessary to secure to him
the fruits of his labor and the pro-
tection of his possessions. He will
not willingly act against his inter-
ests, nor can he be readily induced
to do so. Government intervention
does, however, lead him to dissi-
pate great quantities of energy to
protect and advance his interests.
Virtually all of this is so much
waste. Americans today waste vast
quantities of energy either in com-
plying with government restric-
tions or finding ways to evade
them. Not only that, but some of
the regulations positively inhibit
the employment of energy.
Discipline and its social corol-
lary, organization, are essential to
the constructive employment of
energy. The broadened conception
of his interests may lead a man to
submit himself to discipline. A
child may be trained to discipline
and direct his energies. So may
men in social organizations. Great
constructive activities frequently
require that men cooperate with
one another. This they find ways
to do if they are restrained from
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injuring one another and are left
free to pursue their own interests.

Much of the trouble in America
today, as well as in much of the rest
of the world, is that many organi-
zations are arrayed against one
another and some are deeply divid-
ed from within so that rather
than facilitating constructive ac-
tivities they are inhibiting them
and dissipating energy in contests.
Labor unions pit employees against
employers. As American affairs
have become more and more politi-
calized much of the energy of
many organizations is devoted to
gaining favors for the members,
favors of wealth taken from the
general populace by taxation. Both
force and the possibilities of gain-
ing such favors must be denied to
organizations before they devote
themselves to constructive activi-
ties once again.

The Alternative Is Liberty

The alternative to government
intervention, then, is individual
liberty. It is the release of the
vast energies which men contain
to constructive purposes. There is
much that serves to help discipline
man, but an invaluable support of
self-discipline is the facility it
gives him when he is able to pur-
sue his interest. There are people
today who would like to see pas-
senger trains serving Americans
at large once again. Some of these
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people believe that the way fo
achieve this end is to have gov-
ernment intervene. Yet interven-
tion contains and diverts the ener-
gies of a people. It provides pas-
senger trains at the expense of
giving up other uses which people
might prefer for their money. If
there is a market sufficiently large
to warrant passenger trains in
America, it is most likely that
railroads would provide them if
the energies of their personnel
were freed from the present con-
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fining restraints. If rate control
were removed and investors could
see clearly once again what was
in demand, they would release
funds in that direction. So it
would be for a great range of
goods and services which commer-

cial establishments can hardly
provide because of the restraints
upon them.

Government intervention dams
up and diverts the energies of the
people; freedom releases them to
constructive purposes. )
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Grover Cleveland.

ROBERT L. HEILBRONER in the in-
troduction to The Worldly Philos-
ophers observed that among the
great economic thinkers in his
books were ‘“‘a madman, a parson
and a stockbroker, a revolutionary
and a nobleman, an aesthete and a
tramp.” The significant trait they
shared was curiosity. Last August
T had an opportunity to participate
in a seminar at FEE. Although
none of my fellow seminar partici-
pants that particular week fitted
Professor Heilbroner’s more bi-
zarre categories, the notable curi-
osity of the philosophers was, I
found, lavishly distributed, Many
of us had, as teachers, searched
for comfortable, noncontroversial
positions between the ideological
extremes labeled “freedom” and

Mr. Colvard teaches at Clairemont High School
in San Diego.

Tell
the TRUTH

RAY L. COLVARD

“equality” or “individualism” and
“collectivism.” Like Plato, so long
ago, we questioned whether or not
true democracy must inevitably
lead to irresponsible anarchy and
aristocracy to privileged oligarchy.
Much of our effort that frenzied
week at Irvington-on-Hudson was
concerned with pinpointing the
“good” economics philosophy.

A new concept of liberty was
suggested by the speaker one
afternoon — freedom from pater-
nalism. That was a troublesome
idea to me. How was it possible to
deny the obvious historic merits
of the Square Deal, New Deal, and
Great Society? Could we dare not
to license our government to save
American businessmen from for-
eign competition, not subsidize
“infant” industries, not guarantee
fair wages for workers, parity for

285
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farmers, and profits for investors?
Could we reasonably expect aver-
age citizens, without the minis-
trations of benevolent government,
to anticipate the financial hazards
of ill-health and old age? This,
then, was the crux: Was paternal-
ism our answer or was it, in grim
reality, alienation from initiative
and opportunity?

The flow of ideas came rapidly
that week at FEE. Fortunately
for me a mental rest stop was
available in the guise of an op-
tional classroom session. Here the
real students in the seminar had
an opportunity to direct more
definitive questions to the lecturer,
and slow learners, like myself,
found time to rescue Adam Smith
from the bosom of the Adams
family and to determine that the
writings of John Stuart Mill were
different from those of C., Wright
Mills.

The poet Horace, I recalled,
wrote: “Get money, by fair means
if you can; if not, get money.”
This had been the continuing war
cry of those whose hands reach to-
ward the national treasury. Each
President was thrust by them into
the role of vault guardian or of
dispenser of largess. “After all,”
one of the seminar participants
pointed out, “it’s only government
money to a President, but it’s the
life’s blood of politics from county
seat to Capitol Hill. No politician
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can withstand the party bosses and
pressure groups who consider him
‘their’ man.”

“There was one who could, and
did:” the seminar lecturer ob-
served, “Grover Cleveland.”

One Version of the Man

From the ‘“facts” which had
been learned in my U. S. history
courses Cleveland had been fat,
stubborn, and honest, but no hero.

He fathered an illegitimate son.

He vetoed veterans’ bonus bills.

He married a girl half his age.

He ordered Federal troops to
break strikes.

He thought manifest destiny
was dead.

He was “the stuffed prophet of
naked conservatism.”

The terrible-tempered editor of
The Iconoclast, William Cowper
Brann, was widely quoted by the
“debunkers” school of history:

. .. Caesar and Napoleon treated
the people’s representatives with al-
most Clevelandesque discourtesy; but
neither sent a substitute —a hired
assassin — to the front to do his fight-
ing, while he played pinocle for the
beer and wallowed around in fourth-
class bawdy houses with disreputable
widows. ...

. . . Instead of making the White
House the resort of authors, poets,
painters, philosophers and scientists,
it is the rendezvous of female necro-
mancers and nigger mascots.
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Integrity and Responsibility

Neither scholarship nor origi-
nality is implied by this resume.
It is merely a look into a single
facet of the Cleveland character,
honesty. The historian, Allan Nev-
ins, concluded his monumental bi-
ography by stating:

We are surrounded on every hand
by leaders who compromise here and
waver there. Even the great among
them are too often found to have a
breaking-point, to be ready to sur-
render part of an eternal principle in
order to obtain a temporary gain.
From such leaders it is pleasant to
turn to the memory of Cleveland. . .
such an example of iron fortitude is
better than to have swayed parlia-
ments or to have won battles or to
have annexed provinces.

The Cleveland dimensions of
bravery in his stand on personal
integrity and public responsibility
makes him a man for all seasons.
Without the brilliance of Jefferson
or the mystique of Lincoln his in-
domitable will made him their
peer. Cleveland, tongue in cheek,
no doubt, said: “It is no credit to
me to do right. I am never under
any temptation to do wrong.” That
ironic witticism, more than any
display of righteous anger, gives
us a glimpse of the sensitive hu-
man behind the bold public figure.
His enemies were vocal and color-
ful. “Pitchfork Ben” Tillman
ranted: “Send me to Washington,
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and I'll tickle Cleveland’s fat ribs
with my pitchfork!” A Midwest-
ern “Silverite” shouted: “I detest
him so much I don’t even think his
wife is beautiful.”

Except for a catastrophic phys-
ical crisis Grover Cleveland’s uni-
versal order to his supporters was,
“Tell the Truth.” His illness and
the removal of malignant palate
and upper jaw during the summer
of 1892 remained a virtual secret
from the public for a quarter cen-
tury. About this tragic event
Cleveland probably lied more than
he did on all other issues through-
out his lifetime. He told the truth
“without fear or favor,” but as the
Indianapolis Sentinel stated in
1896:

. . . No president was ever so per-
sistently and malignantly lied about
as Grover Cleveland has been. The
judgment of thousands of men has
been warped by whispered stories
that are too silly to discuss.

The Dangers of Paternalism

The historic lessons of econom-
ics and politics must be re-learned
by each generation. Cleveland
could teach them only for his time.
The market, not government, he
held, must determine economic di-
rection. Paternalism by govern-
ment destroyed the initiative of
the people.

The lessons of paternalism ought
to be unlearned and the better les-
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son taught that while the people
should patriotically and cheerfully
support their Government, its func-
tions do not include the support of
the people. ...

Demands for pensions by profes-
sional patriots during Cleveland’s
administrations are paralleled to-
day, to a remarkable degree, by
“Welfare Rights” advocates. Cleve-
land signed far more private pen-
sion bills for Civil War veterans
and their dependents than he ve-
toed. The significance of his heroie
stand is that no earlier President
had vetoed one. Cleveland’s vetoes
were for benefits to dead pension-
ers, to widows long ago remarried,
to wartime deserters, and to indi-
viduals who would have enlisted if
the war had not ended so soon.
One bill which he vetoed demand-
ed a pension for all Union soldiers
on the grounds that each one had
come out of the war physically
weaker than he had entered it. He
virtually stood alone in saving the
national treasury from the greed
of the Grand Army of the Repub-
lic. The collective strength of po-
litical, special interest groups was
not great enough to defeat him.

Warnings Against Collectivism

Cleveland’s warning against col-
lectivism is timely now. Modern
economists like Robert L. Heil-
broner and Kenneth Galbraith
point out that the “communism”
of wealth and capital already is
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here. Businessmen are now openly
pressuring for more government
investments in aircraft, railroads,
and securities. Socialism is widely
advocated by industrialists, entre-
preneurs, and educators under the
euphemism, “social capitalism.”
Cleveland spoke to the nation at
the end of his first term:

Communism is a hateful thing and
a menace to peace and organized
government; but the communism of
combined wealth and capital, the out-
growth of overwhelming cupidity and
selfishness, which insidiously under-
mines the justice and integrity of free
institutions is not less dangerous than
the communism of oppressed poverty
and toil, which, exasperated by jus-
tice and discontent attacks with wild
disorder the citadel of rule,

In today’s economic jargon, when
national wealth is measured in
“gross national cost” and the na-
tion’s money evaluated in terms of
“credit,” Cleveland’s warning
against communism may seem ata-
vistie, just as a superficial analy-
sis of his decision to return to a
sound dollar may appear as a
Pyrrhic vietory. Nearly a billion
dollars in fiat money and Civil War
greenbacks in commercial channels
provided an endless nonreversible
conveyor belt for moving Ameri-
can gold into European banks.
Cleveland called a hostile Congress
into special session. “Fiat” was
not and never could be equivalent
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to intrinsic value. He said, “The
people of the United States are en-
titled to a sound and stable cur-
rency, to money recognized as such
on every exchange and in every
market of the world.” In spite of
William Jennings Bryan’s emo-
tional counter appeal for the “un-
numbered throng,” “work-worn,”
and “dust-begrimed,” Cleveland
and the nation won. The Silver
Purchase Act was repealed. The
battle for sound money was won
for his generation. As reported by
The New York Times:

... at that moment, as often before,
between the lasting interests of the
nation and the cowardice of some, the
craft of others, in his party, the sole
barrier was the enlightened con-
science and iron firmness of Mr.
Cleveland.

The Democratic Party in 1896
repudiated his leadership. The
paradoxical Republican triumph of
William McKinley was Cleveland’s
last great victory. The Baltimore
News stated it succinctly.

When the history of the present
time comes to be seriously written,
the name of the hero of this cam-
paign will be that of 2 man who was
not a candidate, not a manager, not
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an orator; the fight which has just
been won was made possible by the
noble service of one steadfast and
heroic citizen, and the crowning
achievement of his great record. . ..
It is impossible to over-estimate the
value of the service Grover Cleveland
has done through his twelve years of
unswerving fidelity to the cause of
honest money.

Here I rest my thesis. I am
grateful to the member of FEE’s
staff whose angwer sparked my
curiosity. I think I understand the
character of Grover Cleveland
more fully now than I did several
months ago. I think I also under-
stand something more about FEE.
I woulid attempt to excuse the dull-
ness of my perception except for a
highly comforting observation in
Leonard E. Read’s Talking to My-
self:

The only thing new about an idea
is its newness to any one of us. And
it is never new prior to the point of
apprehension — that is, until it has
hatched and, thus, become one’s
oOWh. ...

Getting results on behalf of the
freedom philosophy here and now, in
this context, is any shift toward en-
lightenment that takes place in a
lifetime. Patience! ®



I AM OFTEN ASKED why I left Eng-
land and the National Health Serv-
ice to come to this country. There
is no simple answer like ‘“money,”
“opportunity,” ‘“politics,” or “cli-
mate,” but if I describe the con-
ditions under which I found my-
self practicing medicine in Eng-
land, the reader may find his own
answers.

When 1 qualified as a physician
and surgeon, the NHS had been
established for five years and there
wasg virtually no private practice
of medicine in England. The prac-
tice of medicine in wartime did
not offer any relevant basis for
comparison with the system I
found myself involved in; nor did
the practice of medicine before

Dr. McNeil came from England several years
ago to the private practice of medicine in the
United States. His article is reprinted by per-
mission from the January, 1971 issue of the
magazine, Private Practice.
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Why
[ Left England

EpwArD L., McNEIL, M.D.

1939 as, in retrospect, that was
another era about which the older
practitioners were reluctant to
talk. (I naturally suspected the
old system of private practice
wasn’t good.)

My only knowledge of private
practice in the U.S.A. was from a
small number of patients and
friends who had been there and
reported that medical care was
very expensive and that one had
to establish credit at a hospital
before being treated or admitted.

It was not until I had been in
my own solo practice in Yonkers,
New York, for about two years
that I realized the tremendous ad-
vantages of the private practice
system.

As a student I had always been
more inclined toward the surgical
disciplines, so my first “house job”
was as House Surgeon in a Lon-
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don hospital with two surgical
wards, 36 male beds, and 36 fe-
male beds. There was also a small-
er ward of about 10 beds which
was used to isolate clean ortho-
pedic cases and serve as a spare
ward for overflows of one or the
other sex. There was rarely an
empty bed and I had the unpleas-
ant task of turning down at least
two out of three requests by GP’s
for emergency admissions. Selec-
tive surgery cases had their ad-
missions arranged through the
waiting lists compiled by OPD
clinics.

I later learned what it was like
to be a GP trying to have a patient
admitted for an emergency condi-
tion, telephoning five or six dif-
ferent hospitals without success,
then, in frustration, sending the
patient to the emergency depart-
ment of a hospital that had al-
ready turned down a request for
admission, and hoping for the best.
In later years, London had what
was called the Emergency Bed
Service to which a GP could direct
his requests for admission and
they would call all the hospitals
for him, then force the hospital
they considered most able to adapt
to an extra admission to take the
patient. (This system was fine in
theory, but in practice it would
often take the EBS six to twelve
hours to find a bed, and some
patients could not wait that long.)
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As the only house surgeon for
at least 80 surgical patients, in-
cluding some in the pediatric ward,
I worked very hard but appreci-
ated the technical experience
which I crammed into six months.
Within two months of qualifying,
I was performing laparotomies in
the middle of the night, relying
entirely on my own diagnostic
abilities, relying on the house phy-
sician or obstetric house surgeon
(also newly qualified) to give the
anesthetic, and relying on only one
scrub nurse for my surgical assist-
ance. (Before 5 P.M. I did have
an Indian surgical registrar —a
senior resident who was an ex-
cellent surgical tutor —to guide
me, and the two attending sur-
geons did ‘“rounds” every other
day and a rushed ‘“round” after
their operating sessions.)

Clinic vs. G. P.

What humility T had as a “new
boy” receded very quickly with the
volume of experience, and I soon
found myself agreeing with the
other house staff that those doc-
tors out there in GP land had
minimal medical knowledge and
no manners. Fancy an experienced
GP sending a patient to the Cas-
ualty Department with a seribbled
note saying, ‘Please see and
treat,” with no history noted or
any attempt at diagnosis; and such
bad manners, when I had already
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told him on the telephone that I
didn’t have any empty beds and
we had seven extra beds up in the
corridors and down the middle of
the ward!

Agsisting the Chief and the
Registrar at the surgical clinic
also put me in the position of ad-
vising GP’s with decades of ex-
perience about the diagnosis and
management of their patients.
The conceit of youth! At the clin-
ics, the Chief would see the least
number of patients and those most
potentially interesting. The Reg-
istrar would share the remainder
with the house surgeon. From the
patients’ point of view, it was pot
luck whether they saw a real sur-
geon or me,

(Only a few years later, I found
myself as a GP referring cases to
the clinic and waiting a few
months for a letter from a newly
qualified pipsqueak house surgeon
telling me that the diagnosis had
been considered to be “so and so,”
“guch and such” had been done,
and the patient was referred back
to me on ‘“such and such” medi-
cation.)

I quite naturally came to the
opinion that a newly qualified phy-
sician was at the peak of medical
knowledge and know-how and there-
after it was a steady decline in his
knowledge and ability. I took com-
fort in the excellence of my medi-
cal training but was repeatedly
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surprised at meeting situations I
had not been taught about and
finding patients didn’t all respond
to treatment as they should. Some-
thing seemed wrong with the
system.

Little Prospect for Advancement
as a Surgeon

As previously mentioned, I was
surgically inclined and considered
I would eventually become a sur-
geon. A look at the prospects of
surgical colleagues who were five
or six years ahead of me in the
race made me realize I might as
well forget it. I knew many who
had spent over five years in the
specialty only to quit and go into
general practice because the
chances of becoming an attending
surgeon (known as a Consultant)
were so slim. A hospital of over
200 beds would only have one or
two surgeons of consultant status
and often the same surgeons would
cover other hosgpitals as well. The
only vacancies for consultantship
occurred when a surgeon died or
retired at the age of 65.

The situation in 1956 was that
for every vacancy there would be
about 70 applications for the post,
each applicant having had con-
siderable experience in surgery,
holding an FRCS and many also
having a Masters Degree in Sur-
gery. Many of the wvacancies
would be in localities one wouldn’t
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rationally choose as a place to
live and bring up a family.

(I have heard that the situation
has altered over the last few
years and the competition for the
posts is not as frustrating. This
is because so many of the trained
surgeons have emigrated. For
many years, over 500 doctors were
leaving the United Kingdom each
year. Last year approximately 400
left.)

After my first surgical job, I
became the house physician in the
lovely Wiltshire market town of
Salisbury near to Stone Henge.
I enjoyed the experience and the
six days off I received in the six
months. One of the doctors in the
hospital had just returned from a
residency in the U.S.A., and from
him I caught a glimmer that there
were other ways to practice hos-
pital medicine — and combine it
with general practice.

However, my roots were in
England and in its system, and one
year of experience was not enough
to say it didn’t suit me. I entered
genera] practice in a working-
class suburb of London in close
proximity to where I had been the
house surgeon. It did not take me
long to question the attitudes and
infallibility of the hospital-based
doctors when I was wearing the
GP’s shoes. If I visited my pa-
tients who had been admitted to
hospital on my cld wards, I found
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I was less than welcome. Other
GP’s informed me that I would be
considered to be interfering if I
did visit them.

To supplement my income and
get my foot in the door of a hos-
pital, I obtained a post as clinical
assistant in the OPD of the Royal
National Throat, Nose, and Ear
Hospital in London. There, at
least, I was able to order some
follow-up studies and see some
X-rays.

One of my duties in the ENT
clinic was to help re-evaluate those
children on the waiting list to
have their tonsils removed, to see
if they should be moved up the
list or onto the list with less
priority. Some had been on the
list six years! (At the time I left,
the theoretical waiting time on
the day the child’s name went on
the list was 10 years. This reckon-
ing was with the agsumption there
would be no modification of pri-
orities, no child would leave the
area, and no tongils would recover
without surgery.)

Make the Patient Wait

An ex-minister of health, The
right honorable J. Enoch Powell,
admitted in his book, Medicine
and Politics, that the only effective
method for putting a brake on the
unlimited demand for medical
services was making patients wait
for services, Many elective sur-
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gical procedures such as chole-
cystectomy and herniorrhaphy
have a waiting list for admission.
One to two years is not an un-
common time to wait for these
procedures. The ‘novel” method
of using ‘“‘payment for services” —
be it only a small price — has been
little used as a brake on unlimited
demand for services.

Some years ago, when prescrip-
tion costs were soaring and the
NHS was under a greater financial
strain than usual, a token charge
of approximately 25 cents was
placed on each prescription in-
stead of the medication being
“free.” During the six months
following the initiation of this
charge, the number of prescrip-
tions decreased by almost 30 per
cent., With an election in the of-
fing, the government in power at
the time interpreted this decrease
as meaning that 30 per cent of the
patients receiving a prescription
from a doctor could not afford 25
cents (the cost of one-third of a
packet of cigarets)! The charge
was then discontinued.

Much Hard Work —
Often Wholly Unnecessary

To return to the subject of my
year in general practice, I was
already used to working hard and
long so the volume of patients
seen in the office and on house
calls didn’t bother me too much
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until I realized that at least one-
quarter of the patients needn’t
have come to see me at all on the
occasion on which they did. The
patient load fluctuated too closely
with the midweek soccer games
being played at home and with
the preholiday seasons.
Certificates for sickness absence
(after the fact) were always
tricky and frequent. If I hinted
that I suspected some hanky-
panky, the patient usually stuck
to the story that he had come to
my office but there were too many
patients waiting and he felt too
sick to sit there and wait. I usu-
ally handled the situation by giv-
ing the patient the certificate and
saying, “Of course, I'm sure YOU
were sick but some people use my
certificates improperly and they
may get me into lots of trouble.”
Not having any X-ray facilities
in the office, less than meager lab
equipment, and little or no time
for work-up tests, any patient
seen who needed those tests had
to be referred to the hospital clin-
ics. A very few simple tests could
be referred directly to the hospital
lab (mainly those concerned with
the diagnosis and treatment of
TB) but anything approaching a
blood chemistry, an EKG, or an
X-ray could not be ordered by the
GP directly, so the patient had
to be referred to the appropriate
clinic for those doctors running
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the clinic to decide on the tests and
order them.

The result of this angle of the
system, plus the difficulty of ob-
taining a hospital bed for acute
conditions such as myocardial in-
farction, pneumonia, and stroke
(especially stroke), meant that a
GP treated many of these condi-
tions in the patient’s home with-
out any of the ancilliary diagnos-
tic aids which would be routine in
a hospital. I recognized the satis-
faction of ‘“curing” a condition
with minimal help of diagnostic
equipment and lab tests but there
was always that sneaking suspi-
cion at the back of my mind that
the patient may not have had the
condition I thought I had cured.
Without this confirming knowl-
edge, there was no testing of one’s
diagnostic and therapeutic ability
and so improving one’s effective-
ness as a physician. With my pres-
ent knowledge of cardiac ar-
rhythmias which can be prevented
or ameliorated by information
only to be gained from ancilliary
equipment, I shudder at the risks
the patients ran under my care.

Toward the end of my year in
general practice it became clear
to me that if I remained a GP
under the NHS, I would be prac-
tising medicine at an unsatis-
factory level both from the point
of view of my own lack of oppor-
tunities to improve my abilities,
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and from the point of view of my
patients, as there seemed few ways
of improving the quality of medi-
cal care being given. The urge to
see the practice of medicine on
the other side of the Atlantic in-
creased so that when the sub-dean
of my medical school asked me if
I would be interested in a surgical
residency in New York, I was on
the boat in less than a month.

A Second Look

After a year in New York which
opened my eyes to the tremendous
opportunities here and the ad-
vantages of private practice, I
returned to England for a time to
clear up personal matters and to
see if T had been mistaken about
the NHS. I spent a year as Cas-
ualty Surgeon in a North Devon
hospital in a charming small town
from which part of the English
fleet sailed to meet the Spanish
Armada. My pay ($45 a week)
was three times as much as when
I was a house surgeon and I was
given a nicely furnished apart-
ment, but the bureaucratic ad-
ministration of the hospital was
irksome and wasteful.

The GP’s in the area had de-
cided advantages over those in
the metropolis and other big cities,
insofar as they held appointments
as surgeons, internists, and anes-
thetists on the hospital staff. How-
ever, as these men retired or died,
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their posts were filled with full-
time specialists so the future as
regards becoming an attending
surgeon or a GP with hospital
privileges was the same as else-
where in the country.

Although the hospital was small
(less than 200 beds) there was a
veritable army of administrative
assistants. Before nationalization,
there had been a maintenance
employee who looked after the
heating system, lighting, and me-
chanical appliances, with occasion-
al help from outside private firms.
At the time I was there, they had
a chief plumber, electrician, heat-
ing engineer, and other special-
ists, all under a chief maintenance
officer, all complete with offices,
desks, and secretaries, and in-
ventory clerk. The hospital sec-
retary also had a secretary. A few
miles away was the governing hos-
pital of the area, with a large
administrative staff to pass on or-
ders to the hospitals in the group;
and, of course, they were passing
on orders from the Ministry of
Health in London.

The town badly needed a new
hospital with a modern building,
and the chance of one being built
was nil, Since the inception of the
NHS in 1948, only three new
hospitals have been completed in
the whole country, I would be sur-
prised if there were any counties
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in the U.S.A. that have not had at
least one new hospital since 1948.

Within two years of returning
to this country, I was in private
practice and on the staff of three
hospitals, and enjoying the im-
mense amount of post-graduate
education available in those hos-
pitals. My office was equipped in
a manner that would have been
only a dream in England. The
advantages of having a lab, X-ray
equipment, physiotherapy equip-
ment, an EKG machine, and an
examining table that was designed
to allow proper posturing of the
patient, were great luxuries to
me. They allowed me to offer serv-
ices to my patients that to obtain
under the NHS, they would have
had to shuffle from clinic to clinic
and hospital to hospital, hardly
ever knowing who the doctor was
who examined them.

I have been here permanently
for 18 years now and I often won-
der what sort of a physician I
would be now if I had remained
in England. A few years ago, my
old medical school sent a list of
all the old students. Reading down
the list and noting their present
addresses, I counted that more
than half of those that graduated
in my class had left England or
the practice of medicine. Others
must have thought as I did. @&



Speak for Yourseld, John

LEONARD E. READ

MILLIONS of Americans realize
that our politico-economic situa-
tion is askew. Yet, few are speak-
ing their minds, that is, consulting
the conscience and then saying
openly and honestly what they
truly think. They leave the task of
speaking out to organizations and
professionals and, by so doing,
gain a false sense of discharging
their social responsibility. My pur-
pose here is to examine this error.

The limited role of organiza-
tions, when delving into politico-
economic affairs, is rarely recog-
nized by their supporters and all
too seldom by the persons in
charge of operations. Unless these
limitations are known, such in-
stitutions must head down the
wrong road — their efforts ren-
dered useless. Happily, the poten-
tialities for usefulness are tre-
mendous, once the limitations are
known.

An experience may help to illus-
trate my thesis. I had been asked

to a southern city to lecture to
some fifty invited guests. Among
them was a brilliant, hard-headed
business executive — more or less
unfamiliar with our efforts. As the
three-hour lecture and discussion
gsession drew to a close, he asked
in all sincerity, “I am sympathetic
with your philosophy, but what is
it you really want?”

My reply: “You!”

Obviously puzzled, he asked,
“You mean you are not looking for
money ?”’

“No. This is not essentially a
money problem but one of brains
—if I may use such loose phras-
ing.”’t

“Well, you can buy brains with
money, can’t you?”’

“Not the kind I am talking

1 Of course, organizations have to be
financed. I, however, believe no more in
“looking” for money than “reaching” for
converts, If the work is needed, and well
enough done, adequate financing will be
volunteered by those who value the
efforts,
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about. The intellectual qualities
required to cope with the social
problems we have been discussing
can no more be coaxed or cajoled
into existence by money than can
friendship or patriotism.”

Overspecialization

This executive, dedicated to his
own business and typical of count-
less thousands of highly positioned
individuals, is carrying the prac-
tice of specialization a bit too far.
He has been assuming that the
politico-economic waywardness of
the U.S.A. can be corrected with-
out him, that organizations can
be structured to do the job, that
he can give them some financial
support, that there is nothing else
to it! His only responsibility is
check writing.

When financial backers believe
this, and when those who establish
and operate organizations enter-
tain notions that they are cast in
the role of helmsmen to steer the
ship of state, the inevitable result
is failure. Better that there be
neither supporters nor organiza-
tions for this wholly unrealistic
view of how improvement can be
achieved. This assessment is why
I replied “You” to the business
executive’s question. For it is you,
whoever you are, not organiza-
tions, to whom we must look for
solutions to politico-economic
problems.
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First, let us recognize what or-
ganizations cannot do. My critical
conclusion stems from intimate
experiences spanning 44 years:
secretary of two small chambers
of commerce, a decade with the
National Chamber, general man-
ager of the country’s largest cham-
ber, a brief spell as executive vice-
president of the National Indus-
trial Conference Board, and the
past 25 years as the operating
head of FEE. I have learned about
the limitation of organizations the
hard way: organizational voices
broadcast to the public or at legis-
latures go pretty much unheeded,
claims to the contrary notwith-
standing. Might as well howl at
the moon.?

There is reason aplenty for the
indifference and apathy that greets
organizational pronouncements.
Organizations designed to deal
with the politico-economic realm
are typed. They may or may not
truly stand for any particular
interest or doctrine, but they at
least pretend to do so. This has
been said of FEE no less than of
ADA. Fence straddlers or oppo-
nents, the ones these eager and

2 Some readers, observing the enor-
mous influence of labor unions, for in-
stance, may think this conclusion in
error. Merely bear in mind that my re-
marks are directed only to the process of
advancing enlightenment, not to the
techniques of coercion, violence, warfare.
In the latter case, the more troops, the
more likely is “victory.”
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misdirected organizations “try to
reach,” heed them not. Why? Be-
cause these organizations are sus-
pected of having an axe to grind!

There is, moreover, a compel-
ling reason why pronouncements
ground out by committee proce-
dures —a common organizational
feature—deserve no hearing. Hav-
ing, on one occasion, 200 commit-
tees in my organization, leads me
to share the harsh criticism lev-
eled at the process by Leo Tolstoy:

From the day when the first mem-
bers of councils placed exterior au-
thority higher than interior, that is
to say, recognized the decision of
men united in councils as more im-
portant and more sacred than reason
and comscience; on that day began
the lies that caused the loss of mil-
lions of human beings and which
continue their unhappy work to the
present day.

Mindless Organizations

Reason and conscience originate
in and find expression only in and
through you or other discrete in-
dividuals. Committee resolutions
or organizational positions, on the
other hand, are the outcroppings
of men united in council. As a
rule, they represent whatever com-
promises are necessary to gain
majority acceptance. These com-
promises are but stabs in the dark
almed at a position not too dis-
agreeable and, in consequence,
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they form an amalgam or pot-
pourri substantially divorced from
reason and conscience.’

Once we recognize that our so-
cial waywardness stands no chance
of improvement, let alone correc-
tion, unless reason and conscience
come to the rescue, and when we
see that these qualities of the in-
tellect have their source only in
you, then it logically follows that
you must speak for yourself. Not
FEE! Not any organization! YOU!

Just before I began this trea-
tise, two illuminating examples of
you in action came to my atten-
tion. The first was from a college
president, a man of unusual in-
sight and understanding. He sent
along an article of his that was
about to be published. In this ar-
ticle he had broken his silence on
our politico-economic dilemma;
this was an honest, forthright ex-
pression of his insights and re-
actions. Integrity glowed through
every word of it! Here we have
reason and conscience applied —
worth more than all the committee
resolutions ever written. Who
knows! Perhaps others will follow
his exemplary conduct. If they do,
we will witness a turn toward a
sound economy.

3 For a treatise of this, see the chap-
ter, “Appoint a Committee” in my Any-
thing That’'s Peaceful (Irvington-on-
Hudson, N, Y.: The Foundation for Eco-
nomic Education, Inc., 1964), pp. 89-107.
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The second has to do with a
cliché that has been thrown in our
face for the past 40 years: “If
socialism is so bad, as you folks
claim, why does it work so effec-
tively in Sweden ?” We have known
all the time that socialism has
never worked in Sweden; indeed,
we know that it can never work
anywhere. But try to prove it!
It took a you to do it, in this in-
stance an individual on the other
gside of the ideological fence. The
celebrated Swedish socialist, Gun-
nar Mpyrdal, remarked, “The or-
ganized welfare state has gone
mad.”’*

You Must Decide

Suppose FEE had been on TV
all of these years and had repeat-
edly broadcast these very words.
Effect? Probably the opposite of
that desired. But let the renowned
Dr. Myrdal make the acknowledg-
ment and we can cite an authority
on how Swedish socialism is not
working.

Having, at least to my satisfac-
tion, settled upon you with your
reason and conscience as the sole
source of any effective change for
the better, it is plain why we at
FEE have, over the years, turned
a deaf ear to the countless pleas

4 See “White Collar Strike Forces
Swedes to Question Welfare State’s Fu-
ture.” The New York Times, February
26, 1971, p. 3.
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publicly to speak for you. Over
and over again: go on TV, speak
over the radio, get your works in
the Reader’s Digest, sell the
masses, reform the heretics, set
the politicians right, and so on!
And we say in reply, “Speak for
yourself, John!”

Well, where does this kind of
an attitude leave FEE? What re-
mains for us to do? Actually, a
task bigger than we can ever ade-
quately perform, a field with pos-
gibilities and challenges unlimited.
What can that be? Rendering a
service to YOU!

Division of labor — specializa-
tion — does, in fact, apply here but
caution must be exercised lest per-
sonal responsibility be lost in some
subdivision. Responsibility for a
society featuring freedom of
choice — freedom to create, to
produce, to exchange, the right to
the fruits of one’s own labor, limit-
ed government, along with moral
and spiritual antecedents — can no
more appropriately be delegated
than can responsibility for self.
Your society is no less your prob-
lem than is your own life and wel-
fare, thus your social responsibil-
ity can be discharged only by
thinking for self and speaking for
self. The requirement, I repeat, is
you!

What goes on in society — good,
bad, or indifferent — has its origin
in you. It follows that you must
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assume responsibilities for what-
ever delegating is done. What sort
of thing can you appropriately as-
sign to others? Not your thinking
— which is nontransferable —nor
your speaking — which should re-
fleet your convictions. Such as-
signment is alienation, a divorce-
ment from one’s own responsibili-
ties. What then? Not you or I or
anyone else can ever go it alone
in the freedom philosophy, for it
is as broad as wisdom and deep
as understanding. Thus, everyone
of us requires helpers. It is there-
fore appropriate to delegate to
others such chores as befits one’s
own requirements: the gathering
of facts and ideas, searching for
the best there is in ideals and
moral goals, and related aids. In
a word, it is the leg work, as we
say, that can appropriately be del-
egated, as when one selects a tutor
or teacher.

A Service Role

FEE’s role is of this sort, that
is, FEE is not an institutional
spokesman nor an organization
trying to ‘“reach” anyone. Rather,
ours is, one might say, no more
than an agency offering such serv-
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ices as you may think of value in
your own search and personal
growth. This and nothing more!
Once we who labor within such
institutional frameworks realize
our humble place in the total
scheme of things, then countless
potentialities burst into view. The
opportunities for achievement can
now be seen as limitless which
is by way of saying that the pur-
suit of excellence is a road with-
out end. Instead of playing the
utterly futile game of trying to
“reach” others, we can concen-
trate on getting enough into our
own mentalities and improving
our services to the point where
others will reach for us. And, by
the way, we have a fair means of
measuring how well we are doing:
the extent to which we can, at any
given time, look up to those who
once looked up to us. The excel-
lence of a teacher can be judged
by the students who finally excel
him. You find it useful to reach
for us now and, who knows, we
may soon be reaching for you!
All of this is more than likely
when enough individuals heed the
admonition, “Speak for yourself,
John.” ®



Downward

Price Flexibility
and

Economic Growth

GARY NORTH

It would appear that the rea-
sons commonly advanced as a
proof that the quantity of the cir-
culating medium should vary as
production increases or decreases
are entirely unfounded. It would
appear also that the fall of prices
proportionate to the increase in
productivity, which necessarily
follows when, the amount of
money remaining the same, pro-
duction increases, is not only en-
tirely harmless, but in fact the
only means of avoiding misdirec-
tions of production.

F.A. HAYEK,
Prices and Production, p. 105
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EcoNOMIC GROWTH is one of the
chief fetishes of modern life.
Hardly anyone would challenge
the contemporary commitment to
the aggregate expansion of goods
and services. This is true of so-
cialists, interventionists, and free
enterprise advocates; if it is a
question of “more” as opposed to
“less,” the demonstrated prefer-
ence of the vast bulk of humanity
is in favor of the former.

To keep the idea of growth from
becoming the modern equivalent
of the holy grail, the supporter of
the free market is forced to add
certain key qualifications to the
general demand for expansion.
First, that all costs of the growth
process be paid for by those who
by virtue of their ownership of
the means of production gain ac-
cess to the fruits of production.
This implies that society has the
right to protect itself from un-
wanted “spill over” effects like
pollution, i.e., that the so-called
social costs be converted into pri-
vate costs whenever possible.l Sec-
ond, that economic growth be in-
duced by the voluntary activities
of men cooperating on a private

1 Cf. R. H. Coase, “The Problem of So-
cial Cost,” The Journal of Law and Eco-
nomics, ITT (Oct., 1960). pp. 1-44; C. R,
Batten, “The Tragedy of the Commons,”
THE FREEMAN (Oct., 1970).

Mr. North is Secretary of Chalcedon, Inc., a
nonprofit Christian educational organization,
and a Ph. D. candidate at the University of
California, Riverside.
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market. The state-sponsored proj-
ects of “growthmanship,” espe-
cially growth induced through in-
flationary deficit budgets, are to
be avoided.2 Third, that growth
not be viewed as a potentially un-
limited process over time, as if
resources were in unlimited sup-
ply.3 In short, aggregate economic
growth should be the product of
the activities of individual men
and firms acting in concert accord-
ing to the impersonal dictates of
a competitive market economy. It
should be the goal of national gov-
ernments only in the limited sense
of policies that favor individual
initiative and the smooth opera-
tion of the market, such as legal
guarantees supporting voluntary
contracts, the prohibition of vio-
lence, and so forth.

Monetary Policy

The “and so forth” is a constant
source of intellectual as well as
political conflict. One of the more
heated areas of contention among
free market economists is the is-

2 Colin Clark,“‘Growthsmanship’: Fact
and Fallacy,” The Intercollegiate Review
(Jan,, 1965), and published in booklet
form by the National Association of Man-
ufacturers. On the dangers of govern-
ment-sponsored growth, see also Murray
N. Rothbard, Man, Economy and State
(Princeton: Van Nostrand, 1962), II,
pp. 837 ff,

3 Gary North, “The Theology of the
Exponential Curve,” THE FREEMAN (May,
1970).
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sue of monetary policy. The ma-
jority of those calling themselves
free market economists believe
that monetary policy should not
be the autonomous creation of
voluntary market agreements. In-
stead, they favor various govern-
mental or quasi-governmental poli-
cies that would oversee the creation
of money and credit on a national,
centralized scale. Monetary policy
in this perspective is an ‘“‘exog-
enous factor” in the marketplace
— something that the market must
respond to rather than an inter-
nally produced, “endogenous fac-
tor” that stems from the market
itself. The money supply is there-
fore only indirectly related to mar-
ket processes; it is controlled by
the central governments acting
through the central bank, or else
it is the automatic creation of a
central bank on a fixed percentage
increase per day and therefore
not subject to “fine-tuning” oper-
ations of the political authorities.

A smaller number of free mar-
ket advocates (myself among
them) are convinced that such
monopoly powers of money crea-
tion are going to be used. Power
is never neutral; it is exercised
according to the value standards
of those who possess it.4 Money

4 F. A. Hayek, The Road to Serfdom
(University of Chicago, 1944), is by far
the best treatment of the unneutral na-
ture of state planning boards.
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is power, for it enables the bearer
to purchase the tools of power,
whether guns or votes. Govern-
ments have an almost insatiable
lust for power, or at least for the
right to exercise power. If they
are granted the right to finance
political expenditures through def-
icits in the visible tax schedules,
they are empowered to redistrib-
ute wealth in the direction of the
state through the invisible tax of
inflation.?

Money, given this fear of the
political monopoly of the state,
should ideally be the creation of
market forces. Whatever scarce
economic goods that men volun-
tarily use as a means of facilitat-
ing market exchanges—goods that
are durable, divisible, transport-
able, and above all scarce — are
sufficient to allow men to cooper-
ate in economic production. Money
came into existence this way; the
state only sanctioned an already
prevalent practice.® Generally, the
two goods that have functioned
best as money have been gold and
silver: they both possess great

5 Murray N. Rothbard, “Money, the
State, and Modern Mercantilism,” in Hel-
mut Schoeck and James Wiggens (eds.),
Central Planning and Neomercuntilism
(Princeton: Van Nostrand, 1964), pp.
140-43.

6 Ludwig von Mises, The Theory of
Money and Credit (New Haven, Conn.:
Yale University Press, 1953; reprinted
1971 by the Foundation for Economic
Education), pp. 97-123.
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historic value, though not intrin-
sic value (since no commodity pos-
sesses intrinsic value).?

Banking, of course, also provides
for the creation of new money. But
as Professor Mises argues, truly
competitive banking — free bank-
ing — keeps the creation of new
credit at 2 minimum, since bank-
ers do not really trust each other,
and they will demand payment in
gold or silver from banks that
are suspected of insolvency.® Thus,
the creation of new money on a
free market would stem primarily
from the discoveries of new ore
deposits or new metallurgical tech-
niques that would make available
greater supplies of scarce money
metals than would have been eco-
nomically feasible before. It is
quite possible to imagine a free
market system operating in terms
of nonpolitical money. The prin-
ciple of voluntarism should not be
excluded, a priori, from the realm
of monetary policy.

Sovereignty, Efficiency, Catastrophe

There are several crucial issues
involved in the theoretical dispute
between those favoring central-
ized monetary control and free
market voluntarists. First, the

7 Gary North, “The Fallacy of ‘Intrin-
sic Value’,” THE FREEMAN (June, 1969).
8 Ludwig von Mises, Human Action

(New Haven, Conn.: Yale University
Press, 1949), pp. 440-45.
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question of constitutional sover-
eignty: which sphere, civil gov-
ernment or the market, is respon-
sible for the administration of
money? Second, the question of
economic efficiency: would the
plurality of market institutions
interfere with the creation of a
rational monetary framework?
Third, and most important for
this paper, is not a fundamental
requirement for the growth of
economic production the creation
of a money supply sufficient to
keep pace, proportionately, with
aggregate productivity?

The constitutional question, his-
torically, is easier to answer than
the other two. The Constitution
says very little about the govern-
ing of monetary affairs. The Con-
gress is granted the authority to
borrow money on the credit of the
United States, a factor which has
subsequently become an engine of
inflation, given the legalized posi-
tion of the central bank in its
activity of money creation. The
Congress also has the power “To
coin Money, regulate the Value
thereof, and of foreign Coin, and
fix the Standard of Weights and
Measures” (Article II, Section 8).
Furthermore, the states are pro-
hibited to coin money, emit bills
of credit, or “make any Thing but
gold and silver Coin a Tender in
Payment of Debts” (Article II,
Section 9).
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The Constitutional Question

The interpretation of these pas-
sages has become increasingly
statist since the 1860’s. Gerald T.
Dunne describes his book, Mone-
tary Decisions of the Supreme
Court, in these terms: “This work
traces a series of decisions of the
Supreme Court which have raised
the monetary power of the United
States government from relative
insignificance to almost unlimited
authority.” He goes on to write:
“...the Founding Fathers regard-
ed political control of monetary in-
stitutions with an abhorrence born
of bitter experience, and they seri-
ously considered writing a sharp
limitation on such governmental
activity into the Constitution it-
self. Yet they did not, and by
“speaking in silences” gave the
government they founded the near-
absolute authority over currency
and coinage that has always been
considered the necessary conse-
quence of national sovereignty.”?

The great push toward centrali-
zation came, understandably, with
the Civil War, the first truly mod-
ern total war, with its need of
new taxes and new power. From
that point on, there has been a
continual war of the Federal gov-
ernment against the limitations

9 (Gerald T. Dunne, Monetary Decisions
of the Supreme Court (New Brunswick,
N. J.: Rutgers University Press, 1960),
preface.
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imposed by a full gold coin stand-
ard of money.1° It is all too clear-
ly an issue of sovereignty: the
sovereignty of the political sphere
against that of individuals operat-
ing in terms of voluntary economic
transactions.

The Matter of Efficiency

The second question is more
difficult to answer. Would the
plurality of monetary sovereign-
ties within the over-all sovereignty
of a competitive market necessari-
ly be less efficient than a money
system created by central political
sovereignty? As a corollary, are
the time, capital, and energy ex-
pended in gold and silver mining
worse spent than if they had gone
into the production of consumer
goods?

In the short run and in certain
localized areas, plural monetary
sovereignties might not be com-
petitive. A local bank could con-
ceivably flood a local region with
unbacked fiat currency. But these
so-called wildcat banking opera-
tions, unless legally sanctioned by
state fractional reserve licenses
(deceptively called limitations), do
not last very long. People discount

10 Paul Bakewell, a lawyer who has
specialized in the history of monetary
law in the United States, has chronicled
this warfare in What Are We Using for
Money? (Princeton: Van Nostrand, 1952)
and 13 Curious Errors About Money
(Caldwell, Idaho: Caxton, 1962).
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the value of these fiat bills, or else
make a run on the bank’s vaults.
The bank is not shielded by polit-
ical sovereignty against the de-
mands of its creditors. In the long
run it must stay competitive, earn-
ing its income from services rather
than the creation of fiat money.
With the development of modern
communications that are almost
instantaneous in nature, frauds
of this kind become more difficult.

The free market is astoundingly
efficient in communicating knowl-
edge. The activity of the stock
market, for example, in response
to new information about a gov-
ernment policy or a new discovery,
indicates the speed of the transfer
of knowledge, as prices are rapid-
ly raised or lowered in terms of
the discounted value that is ex-
pected to accrue because of the
new conditions.!! The very flexi-
bility of prices allows new infor-
mation to be assimilated in an
economically efficient manner.
Why, then, are changes affecting
the value of the various monetary
units assumed to be less efficiently
transmitted by the free market’s
mechanism than by the political
sovereign? Why is the enforced

11 The best book on the free market
and knowledge transmission is Henry G.
Manne, Insider Trading and the Stock
Market (New York: Free Press, 1966).
Cf. Manne, “Insider Trading and the
Law Professors,” Vanderbilt Law Review,
XXIII (1970), pp. 547-630.
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gtability of fixed monetary ratios
go very efficient and the enforced
stability of fixed prices on any
other market so embarrassingly
inefficient? Why is the market
incapable of arbitrating the value
of gold and silver coins (domestic
vs. domestic, domestic vs. for-
eign), when it is thought to be so
efficient at arbitrating the value
of gold and silver jewelry? Why
is the market incapable of reg-
istering efficiently the value of
gold in comparison to a currency
supposedly fixed in relation to
gold?

The Market Way

The answer should be obvious:
it is because the market is so effi-
cient at registering subtle shifts
in values between scarce economic
goods that the political sovereigns
ban the establishment of plural
monetary sovereignties. It is be-
cause any disparity economically
between the value of fiat currency
supposedly linked to gold and the
market value of gold exposes the
ludicrous nature of the hypothet-
ical legal connection, which in fact
is a legal fiction, that the political
sovereignty assumes for itself a
monopoly of money creation. It is
not the inefficiency of the market
in registering the value of money
but rather its incomparable effi-
ciency that has led to its position
of imposed isolation in monetary
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affairs. Legal fictions are far more
difficult to impose on men if the
absurdity of that fiction is ex-
posed, hour by hour, by an auton-
omous free market mechanism.

Would there not be a chaos of
competing coins, weights, and
fineness of monies? Perhaps, for
brief periods of time and in local,
semi-isolated regions. But the
market has been able to produce
light bulbs that fit into sockets
throughout America, and plugs
that fit into wall sockets, and rail-
road tracks that match many com-
panies’ engines and cars. To state,
a priori, that the market is incap-
able of regulating coins equally
well is, at best, a dangerous state-
ment that is protected from crit-
ical examination only by the em-
pirical fact of our contemporary
political affairs.

Changes in the stock of gold
and silver are generally slow.
Changes in the ‘“velocity of mon-
ey” —the number of exchanges
within a given time period — are
also slow, unless the public ex-
pects some drastic change, like a
devaluation of the monetary unit
by the political authority. These
changes can be predicted within
calculable limits; in short, the eco-
nomic impact of such changes can
be discounted. They are relatively
fixed in magnitude in comparison
to the flexibility provided by a
government printing press or a
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central bank’s brand new IBM
computer. The limits imposed by
the costs of mining provide a con-
tinuity to economic affairs com-
pared to which the “rational plan-
ning” of central political authori-
ties is laughable.

What the costs of mining pro-
duce for society is a restrained
state. We expend time and eapital
and energy in order to dig metals
out of the ground. Some of these
metals can be used for ornament,
or electronic circuits, or for ex-
change purposes; the market tells
men what each use is worth to his
fellows, and the seller can respond
accordingly. The existence of a
free coinage restrains the capabil-
ities of political authorities to
redistribute wealth, through fiat
money creation, in the direction
of the state. That such a restraint
might be available for the few mil-
lions spent in mining gold and
silver out of the ground represents
the greatest potential economic
and political bargain in the his-
tory of man. To paraphrase an-
other patriot: ‘“Millions for min-
ing, but not one cent in tribute.”

Possibilities of Prediction

By reducing the parameters of
the money supply by limiting
money to those scarce economic
goods accepted voluntarily in ex-
change, prediction becomes a real
possibility. Prices are the free
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market’s greatest achievement in
reducing the irrationality of hu-
man affairs. They enable us to
predict the future. Profits reward
the successful predictors, losses
greet the inefficient forecasters,
thus reducing the extent of their
influence. The subtle day-to-day
shifts in the value of the various
monies would, like the equally sub-
tle day-to-day shifts in value of
all other goods and services, be
reflected in the various prices of
monies, vis-a-vis each other. Pro-
fessional speculators (predictors)
could act as arbitrators between
monies. The price of buying
pounds sterling or silver dollars
with my gold dollar would be
available on request, probably
published daily in the newspaper.
Since any price today reflects the
supply and demand of the two
goods to be exchanged, and since
this in turn reflects the expecia-
tions of all participants of the
value of the items in the future,
discounted to the present, free
pricing brings thousands and even
millions of forecasters into the
market. Every price reflects the
composite of all predictors’ expec-
tations., What better means could
men devise to unlock the secrets
of the future? Yet monetary cen-
tralists would have us believe that
in monetary affairs, the state’s ex-
perts are the best source of eco-
nomic continuity, and that they
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are more efficient in setting the
value of currencies as they relate
to each other than the market
could be.

What we find in the price-fixing
of currencies is exactly what we
find in the price-fixing of all other
commodities: periods of inflexible,
politically imposed “‘stability”’ in-
terspersed with great economic
discontinuities. The old price
shifts to some wholly new, wholly
unpredictable, politically imposed
price, for which few men have
been able to take precautions. It
is a rigid stability broken by
radical shifts to some new rigid-
ity. It has nothing to do with the
fluid continuity of flexible market
pricing. Discontinuous “stability”
is the plaque of politically imposed
prices, as devaluations come in
response to some disastrous polit-
ical necessity, often international-
ly centered, involving the prestige
of many national governments. It
brings the rule of law into dis-
repute, both domestically and in-
ternationally. Sooner or later
domestic inflation comes into con-
flict with the requirements of in-
ternational solvency.12

For those who prefer tidal
waves to the splashing of the
surf, for those who prefer earth-
quakes to slowly shifting earth

12 Gary_ North, “Domestic Inflation

versus International Solvency,” THE
FREEMAN (Feb., 1967).
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movements, the rationale of the
political monopoly of money may
appear sane. It is strange that
anyone else believes in it. Instead
of the localized discontinuities as-
sociated with private counterfeit-
ing, the state’s planners substitute
complete, centralized discontinui-
ties. The predictable market losses
of fraud (which can be insured
against for a fee) are regarded
as intolerable, yet periodic na-
tional monetary catastrophes like
inflation, depression, and devalua-
tion are accepted as the “inevit-
able” costs of creative capitalism.
It is' a peculiar ideology.

Flexible or Inflexible Prices

The third problem seems to baffle
many well-meaning free market
supporters. How can a privately
established monetary system
linked to gold and silver expand
rapidly enough to facilitate busi-
ness in a modern economy? How
can new gold and silver enter the
market rapidly enough to ‘keep
pace,” proportionately, with an ex-
panding number of free market
transactions? The answer seems
too obvious: the expansion of a
specie-founded currency system
cannot possibly grow as fast as
business has grown in the last cen-
tury. Since the answer is so obvi-
ous, something must be wrong
with the question. There is some-
thing wrong; it has to do with the
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invariable underlying assumption
of the question: today’s prices are
downwardly inflexible.

It is a fact that many prices are
inflexible in a downward direction,
or at least very, very ‘“sticky.”
For example, wages in industries
covered by minimum wage legisla-
tion are as downwardly inflexible as
the legislatures that have set them.
Furthermore, wages in industries
covered by the labor union provi-
sions of the Wagner Act of 1935
are downwardly inflexible, for
such unions are legally permitted
to exclude competing laborers who
would work for lower wages. Prod-
ucts that come under laws estab-
lishing ‘“fair trade” prices, or
products undergirded by price
floors established by law, are not
responsive to economic conditions
requiring a downward revision of
prices. The common feature of the
majority of downwardly inflexible
prices 1s the intervention of the
political sovereignty.

The logic of economic expansion
should be clear enough: if it takes
place within a relatively fixed mon-
etary structure, either the velocity
of money will increase (and there
are limits here) or else prices in
the aggregate will have to fall. If
prices are not permitted to fall,
then many factors of production
will be found to be uneconomic and
therefore unemployable. The evi-
dence in favor of this law of eco-
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nomicg is found every time a de-
pression comes around (and they
come around just as regularly as
the government-sponsored mone-
tary expansions that invariably
precede them'3). Few people in-
terpret the evidence intelligently.

Labor union leaders do not like
unemployed members. They do not
care very much about unemployed
nonmembers, since these men are
unemployed in order to permit the
higher wages of those within the
union. Business owners and man-
agers do not like to see unem-
ployed capital, but they want high
rates of return on their capital in-
vestments even if it should mean
bankruptcy for competitors. So
when falling prices appear neces-
sary for a marginal firm to stay
competitive, but when it is not ef-
ficient enough to compete in terms
of the new lower prices for its
products, the appeal goes out to
the state for “protection.” Protec-
tion is needed from nasty custom-
ers who are going to spend their
hard-earned cash or credit else-
where. Each group resists lower
returns on its investment — labor
or financial —even in the face of
the biggest risk of all: total un-
employment. And if the state in-
tervenes to protect these vested

13 Mises, Human Action, ch. 20. For a
survey of the literature generated by
Mises’ theory, see Gary North, “Re-
pressed Depression,” THE FREEMAN (April,
1969).
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interests, it is forced to take steps
to insure the continued operation
of the firms.

It does so through the means of
an expansion of the money supply.
It steps in to set up price and
wage floors; for example, the work
of the NRA in the early years of
the Roosevelt administration. Then
the inflation of the money supply
raises aggregate prices (or at least
keeps them from falling), lowers
the real income from the fixed
money returns, and therefore
‘“‘saves’” business and labor. This
was the “genius” of the Keynesian
recovery, only it took the psycho-
logical inducement of total war to
allow the governments to inflate
the currencies sufficiently to re-
duce real wages sufficiently to keep
all employed, while simultaneously
creating an atmosphere favoring
the imposition of price and wage
controls in order to “repress” the
visible signs of the inflation, i.e.,
even higher money prices. So
prices no longer allocated efficient-
ly; ration stamps, priority slips,
and other “hunting licenses” took
the place of an integrated market
pricing system. So did the black
market.

Repressed Depression

Postwar inflationary pressures
have prevented us from falling
into reality. Citizens will not face
the possibility that the depression
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of the 1930’s is being repressed
through the expansion of the mon-
ey supply, an expansion which is
now threatening to become ex-
ponential.l* No, we seem to prefer
the blight of inflation to the neces-
sity of an orderly, generally pre-
dictable downward drift of ag-
gregate prices.

Most people resist change. That,
in spite of the hopes and foot-
noted articles by liberal sociolo-
gists who enjoy the security of
tenure. Those people who do wel-
come change have in mind familiar
change, potentially controllable
change, change that does not rush
in with destruction. Stability, law,
order: these are the catchwords
even in our own culture, a culture
that has thrived on change so ex-
tensive that nothing in the history
of man can compare with it, It
should not be surprising that the
siren’s slogan of “a stable price
level” should have lured so many
into the rocks of economic inflexi-
bility and monetary inflation.

Yet a stable price level requires,
logically, stable conditions: static
tastes, static technology, static re-
gources, static population. In short,
stable prices demand the end of
history. The same people who de-
mand stable prices, whether so-
cialist, interventionist, or mone-
tarist, simultaneously call for in-
creased economic production. What

14 North, “Theology,” op. cit.
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they want is the fulfillment of that
vision restricted to the drunken of
the Old Testament: “. .. tomorrow
shall be as this day, and much
more abundant” (Isaiah 56:12).
The fantasy is still fantasy; to-
morrow will not be as today, and
neither will tomorrow’s price
structure.

Fantasy in economic affairs can
lead to present euphoria and ulti-
mate miscalculation. Prices change.
Tastes change. Productivity chang-
es. To interfere with those chang-
es is to reduce the efficiency of the
market; only if your goal is to
reduce market efficiency would the
imposition of controls be rational.
To argue that upward prices,
downward prices, or stable prices
should be the proper arrangement
for any industry over time is to
argue nonsense. An official price
can be imposed for a time, of
course, but the result is the mis-
allocation of scarce resources, a
misallocation that is mitigated
only by the creation of a black
market.

Stable Prices

There is one sense in which the
concept of stable prices has valid-
ity. Prices on a free market ought
to change in a stable, generally
predictable, continuous manner.
Price (or quality) changes should
be continual (since economic con-
ditions change) and hopefully con-
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tinuous (as distinguished from dis-
continuous, radical) in nature.
Only if some exogenous catas-
trophe strikes the society should
the market display radical shifts in
pricing. Monetary policy, ideally,
should contribute no discontinu-
ities of its own —no disastrous,
aggregate unpredictabilities. This
is the only social stability worth
preserving in life: the stability of
reasonably predictable change.

The free market, by decentraliz-
ing the decision-making process,
by rewarding the successful pre-
dictors and eliminating (or at least
restricting the economic power of)
the inefficient forecasters, and by
providing a whole complex of mar-
kets, including specialized markets
of valuable information of many
kinds, is perhaps the greatest en-
gine of ecomomic continuity ever
developed by men. That continuity
is its genius. It is a continuity
based, ultimately, on its flexibility
in pricing its scarce economic re-
sources. To destroy that flexibility
is to invite disaster.

The myth of the stable price
level has captured the minds of the
inflationists, who seek to impose
price and wage controls in order
to reduce the visibility of the ef-
fects of monetary expansion. On
the other hand, stable prices
have appeared as economic nirvana
to conservatives who have thought
it important to oppose price in-
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flation. They have mistaken a tac-
tical slogan — stable prices — for
the strategic goal. They have lost
sight of the true requirement of a
free market, namely, flexible prices.
They have joined forces with
Keynesians and neo-Keynesians;
they all want to enforce stability
on the “bad” increasing prices
(labor costs if you’re a conserva-
tive, consumer prices if you’re a
liberal), and they want few re-
straints on the *“good” upward
prices (welfare benefits if you're
a liberal, the Dow Jones average if
you’re a conservative). Everyone
is willing to call in the assistance
of the state’s authorities in order
to guarantee these effects. The au-
thorities respond.

What we see is the “ratchet ef-
fect.” A wage or price once at-
tained for any length of time suf-
ficient to convince the beneficiaries
that such a return is ‘“normal”
cannot, by agreed definition, be
lowered again. The price cannot
slip back. It must be defended. It
must be supported. It becomes an
ethical imperative. Then it be-
comes the object of a political
campaign. At that point the mar-
ket is threatened.

Conclusion

The defense of the free market
must be in terms of its capacity to
expand the range of choices open
to free men. It is an ethical de-
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fense. Economic growth that does
not expand the range of men’s
choices is a false hope. The goal is
not simply the expansion of the
aggregate number of goods and
services. It is no doubt true that
the free market is the best means
of expanding output and increas-
ing efficiency, but it is change that
is constant in human life, not ex-
pansion or linear development.
There are limits on secular expan-
sion.1%

Still, it is reasonable to expect
that the growth in the number of
goods and services in a free mar-
ket will exceed the number of new
gold and silver discoveries. If so,
then it is equally reasonable to ex-
pect to see prices in the aggregate
in a slow decline. In fact, by call-
ing for increased production, we
are calling for lower prices, if the
market is to clear itself of all
goods and services offered for sale.
Falling prices are no less desirable
in the aggregate than increasing
aggregate productivity. They are
economic complements,

Businessmen are frequently
heard to say that their employees
are incapable of understanding
that money wages are not the im-
portant thing, but real income is.
Yet these same employers seem

15 P, T. Bauer, Economic Analysis and
Policy in Underdeveloped Countries
(Cambridge and Duke University Press-
es, 1957), p. 113.
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incapable of comprehending that
profits are not dependent upon an
increasing aggregate price level.
It does not matter for aggregate
profits whether the price level is
falling, rising, or stable. What
does matter is the entrepreneur’s
ability to forecast future economic
conditions, including the direction
of prices relevant to his business.
Every price today includes a com-
ponent based on the forecast of
buyer and seller concerning the
state of conditions in the future.
If a man on a fixed income wants
to buy a product, and he expects
the price to rise tomorrow, he
logically should buy today; if he
expects the price to fall, he should
wait. Thus, the key to economic
success is the accuracy of one’s
discounting, for every price re-
flects in part the future price, dis-
counted to the present. The ag-
gregate level of prices is irrele-
vant; what is relevant is one’s
ability to forecast particular
prices.

It is quite likely that a falling
price level (due to increased pro-
duction of non-monetary goods
and services) would require more
monetary units of a smaller de-
nomination. But this is not the
same as an increase of the aggre-
gate money supply. It is not
monetary inflation. Four quarters
can be added to the money supply
without inflation so long as a
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paper one dollar bill is destroyed.
The effects are not the same as
a simple addition of the four
quarters to the money supply. The
first example conveys no increase
of purchasing power to anyone;
the second does. In the first ex-
ample, no one on a fixed income
has to face an increased price
level or an empty space on a store’s
shelf due to someone else’s pur-
chase. The second example forces
a redistribution of wealth, from
the man who did not have access
to the four new quarters into the
possession of the man who did.
The first example does not set up
a boom-bust cycle; the second
does.10

Prices Would Not Fall to Zero

Prices in the aggregate can fall
to zero only if scarcity is entirely
eliminated from the world, i.e., if
all demand can be met for all
goods and services at zero price,
That is not our world. Thus, we
can safely assume that prices will
not fall to zero. We can also as-
sume that there are limits on pro-
duction. The same set of facts
assures both results: scarcity
guarantees a limit on falling
prices and a limit on aggregate
production. But there is nothing
incompatible between economic
growth and falling prices. Far

16 North, “Repressed Depression,” op.
cit,
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from being incompatible, they are
complementary. There should be no
need to call for an expansion of the
money supply ‘“‘at a rate propor-
tional to increasing productivity.”

It is a good thing that such an
expansion is not necessary, since
it would be impossible to measure
such proportional rates. It would
require whole armies of govern-
ment-paid statisticians to con-
struct an infinite number of price
indexes. If this were possible,
then socialism would be as effi-
cient as the free market.!7 Infinite
knowledge is not given to men,
not even to government statistical
boards. Even Arthur Ross, the
Department of Labor’s commis-
sioner of labor statistics, and a
man who thinks the index number
is a usable device, has to admit
that it is an inexact science at
best.1® Government statistical in-
dexes are used, in the last analy-
sis, to expand the government’s

17 F. A, Hayek (ed.), Collectivist Eco-
nomic Planning (London: Routledge &
Kegan Paul, 1935). This line of reasoning
was first introduced to a wide audience
by Mises, Cf. Mises, Socialism (New
Haven, Conn.: Yale University Press,
1951), pt. II, sect. I. For a survey of this
literature, see Gary North, Marx’s Re-
ligion of Revolution (Nutley, N. J.: Craig
Press, 1968), pp. 173-94,

18 Arthur M. Ross, “Measuring Prices:
An Inexact Science.” The Wall Street
Journal (Feb. 10, 1966), Cf. Melchior
Palyi, An Inflation Primer (Chicago:
Regnery, 1962), p. 4.
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control of economic affairs. That
is why the government needs so
many statistics.19

State Control of Money
o Major Cause of Instability

The quest for the neutral mone-
tary system, the commodity dol-
lar, price index money, and all
other variations on this theme has
been as fruitless a quest as social-
ists, Keynesians, social credit ad-
vocates, and government statisti-
cians have ever embarked on, It
presupposes a sovereign political
state with a monopoly of money
creation. It presupposes an omni-
science on the part of the state
and its functionaries that is utopi-
an. It has awarded to the state,
by default, the right to control the
central mechanism of all modern
market transactions, the money
supply. It has led to the night-
mare of inflation that has plagued
the modern world, just as this
same sovereignty plagued Rome
in its declining years. But at least
in the case of Rome it was a
reasonable claim, given the theo-
logical presupposition of the an-
cient world (excluding the He-
brews and the Christians) that
the state is divine, either in and
of itself or as a function of the
divinity of the ruler. Rulers were

19 Murray N. Rothbard, “Statistics:

Achilles’ Heel of Government,” THE FREE~
MAN (June 1961).
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theoretically omniscient in those state. It recognizes no sovereignty
days. -Even with omniscience, apart from itself. And like the
their monetary systems were sub- ancient kingdoms, the sign of
ject to ruinous collapse. Odd that sovereignty is exhibited in the
men would expect a better show- monopoly over money.2®

ing from an officially secular state

that recognizes no divinity over 20 On the use of the coinage by the
it or under it. Then again, per- R.or.nan emperors to announce their own
haps a state like this assumes the divine apotheoses, see Ethelbert Stauff-

: er, Christ and the Caesars (Philadelphia:
function of the older, theocratic  Westminster Press, 1955).
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A REVIEWER'S NOTEBOOK

JOHN CHAMBERLAIN

THE CRISIS IN
CONSTRUCTION

THIRTY YEARS AGO Thurman Arn-
old, the great trust buster who
was by no means a coddler of
capitalists, used to prove his ob-
jectivity by excoriating the labor
unions in the building trades for
their own monopolistic practices.
On the surface there hasn’t been
much change in the construction
industry since Arnold’s heyday, as
M. R. Lefkoe makes plain in his
The Crisis tn Construction: There
Is An Answer (Bureau of Nation-
al Affairs, Inc.,, BNA Books,
Washington, D. C., $12.50). How-
ever, Mr. Lefkoe happens to be
more solution-minded than Thur-
man Arnold ever was, which may
make a difference.

The first part of Mr. Lefkoe’s
study lists the “labor-related prob-
lems” in the industry and gives a
long and lugubrious explanation
of the major causes of the prob-
lems. The problems include a dras-

tic shortage of skilled manpower,
escalating wage rates, the exces-
sive cost of overtime, loss of man-
agement control, unethical prac-
tices, and special government in-
terference (though this particular
problem may be mitigated by the
recent suspension of the Davis-
Bacon Act, which has required the
Federal government to match on
its own projects the highest pay
in any given area).

The causes of the problems are
mainly bound up with the frag-
mented nature of the industry.
Contractors don’t ordinarily
“sell” their services; they wait for
the orders to come, and then, if
they are in the general contract-
ing business, they assemble the
needed skills by paying subcon-
tractors to carry out the various
phases of the on-site work. The
general contractor has to take
labor as he finds it; he finds him-
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self dealing with a whole host of
craft unions that have their own
jurisdictional disputes.

Simply because he is merely an
assembler of subcontractors, the
general contractor does not train
his own labor. The crafts control
their own apprentice systems.
And, since they are better organ-
ized than their employers, the
crafts maintain a more effective
political lobby. Not only do they
artificially restrict the available
supply of labor, they also put their
political clout behind maintaining
all sorts of code restrictions on
the type of building methods and
materials that may be used. In
addition to the code restrictions
there are such things as the li-
censing of plumbers and electri-
cians. Finally, there are our one-
sided labor laws which tell the
unions that they have the right
to do things that are prohibited
to management under the anti-
trust laws.

Wide-Ranging Problems
Boil Down to Coercive Power

Mr. Lefkoe’s recital of the
causes of the problems is wide-
ranging, but most every problem
is aggravated by the coercive pow-
er which the unions get from gov-
ernment. Indeed, coercive power
seems to be the only problem.
Even the seasonal shut-downs,
which waste as much as two
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months of the year in the north-
ern United States, derive from
the fact that the unions turn their
face against the use of prefabri-
cated sections that would enable
the builder to erect basic weather-
proof shells during breaks in the
winter cold. “Municipal building
codes,” so Mr. Lefkoe quotes from
an official report, “sometimes need-
lessly restrict the use of mater-
ials or methods that would facili-
tate cold weather construction.”
The root trouble in the indus-
try comes from union control of
the manpower supply, which is
permitted by the government des-
pite the fact that the Taft-Hart-
ley Act supposedly outlawed the
closed shop. By running their own
restrictive apprentice system, the
construction wunions limit the
number of newcomers in the vari-
ous - crafts. By keeping skilled
labor scarce, the unions make sure
of both high hourly wages and
really cushy overtime. The excuse
is that the overtime is needed to
make up for the lack of employment
in the winter. But the excuse
doesn’t help the client who must
pay the bills on a man-hour basis
that pertains only to his particu-
lar building job. By limiting the
apprentices, the unions deny the
Negroes, latecomers to our north-
ern centers of population, the op-
portunity to become skilled work-
ers. So we have a social problem
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piled on top of an economic prob-
lem.

New Role for Contractor

Taking the bull by the horns,
Mr. Lefkoe urges an entirely new
approach to the basic problem of
construction manpower recruit-
ment. He suggests that the gen-
eral contractor had better assume
total responsibility for the proj-
ects he undertakes. Under this
scheme the contractor would hire
and train all his specialists, both
on- and off-site. By using the “sys-
tems” approach, the new-style con-
tractor would run his own material
development programs, his own
apprentice schools, his own mar-
ket research. Instead of waiting
for jobs he would plan and erect
buildings on his own for rental, or
for selling. In short, he would act
as a modern business enterpriser,
not as someone who merely hangs
out his shingle and waits for the
client to come to him. Finally, the
new-style contractor would form
his own Construction Industry Ac-
tion Organization and get busy
with a campaign to rid the land of
archaic building codes.

The beauty of Mr. Lefkoe’s pro-
posal is that it would by-pass the
problem of changing the Taft-
Hartley Act and the Landrum-
Griffin Act. Nobody could stop a
new-style contractor from doing
his own hiring and training if he
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was prepared to do an across-the-
board job of providing the client
with all the necessary skills and
crafts. The jurisdictional element
would disappear. Industrial union-
ism might, of course, replace craft
unionism under the new-style con-
tractor. But the hiring hall would
have disappeared. Even in cases
where labor might bargain suc-
cessfully for a union shop, the
new-style contractor would be able
to keep it an open union by hiring
as many new people as he wanted
and then turning them over to
union membership after the ap-
prentice period was completed.

Signs of Change

Is this all a dream? Mr. Lefkoe
admits the difficulties, but notes
that a few contractors are experi-
menting in his direction. And non-
construction companies that need
a lot of new plant expansion are
also in the business of doing their
own construction by hiring and
training their own building crews.

Though Mr. Lefkoe is unrelent-
ing in blaming the government
for the woes of the construction
industry, he misses one salient
point. The shortage of skilled la-
bor, and the high costs that result
from this, are not entirely to be
blamed on the unions’ govern-
ment-protected apprentice system.
They can be blamed in part on the
plethora of government building
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projects that have come in with
the growth of the Welfare State.
If we had had less public housing
(*the slums of tomorrow”) there
would have been less competition
with the private market for the
available labor supply. Again, the
suspension of the Davis-Bacon
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Act, a suspension that will lower
the cost of government construc-
tion, may mitigate this somewhat.
But the failure to deal with the
question of government building
elephantiasis is the one weak spot
in Mr. Lefkoe’s generally excel-
lent study. )

The Trend—and the Alternative

IF WE CONTINUE along the route marked by such legislation as

Robinson-Patman and Landrum-Griffin, we shall, I believe, even-

tually break down in one way or another. We shall either strangle

IDEAS ON

i

LIBERTY
able way out.

ourgelves in bureaucratic red tape, corrupt our bureaucracy so
that we can get something done, or so hamper the activity of our

private associations that full socialism will seem the only reason-

The realistic alternative is to rid ourselves of special privilege

and the companion welfare-state idea that government is an all-

purpose deviee fit to solve all our problems. In order to do this it

is necessary to refute all totalitarian ideas, whether of the Marx-

ian or Keynesian varieties, and to take up again the development

of free-market principles with a full understanding of the theory

and practice of the free society.

SYLVESTER PETRO,
“Union Power and Government Aid,”
THE FREEMAN, July, 1960
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THE HISTORY of poverty is almost
the history of mankind. The an-
cient writers have left us few spe-
cific accounts of it. They took it
for granted. Poverty was the nor-
mal lot,

The ancient world of Greece and
Rome, as modern historians re-
construct it, was a world where
houses had no chimneys, and
houses heated in cold weather by
a fire on a hearth or a fire-pan in
the center of the room, were filled
with smoke whenever a fire was
started, and where consequently
the walls, ceiling, and furniture
were blackened and more or less
covered by soot at all times; where
light was supplied by smoky oil
lamps which, like the houses in
which they were used, had no

Henry Hazlitt is well known to FREEMAN
readers as author, columnist, editor, lecturer,
and practitioner of freedom. This article will
appear as a chapter in a forthcoming book,
The Conguest of Poverty. to be published by
Arlington House.

problem of poverty
HENRY HAZLITT

chimneys, and where eye-trouble
as a result of all this smoke was
general. Greek dwellings had no
heat in winter, no adequate sani-
tary arrangements, and no wash-
ing facilities.!

Above all there was hunger and
famine, so chronic that only the
worst examples were recorded. We
learn from the Bible how Joseph
advised the pharaohs on famine
relief measures in ancient Egypt.
In a famine in Rome in 436 B.C.,
thousands of starving people threw
themselves into the Tiber.

Conditions in the Middle Ages
were no better:

“The dwellings of medieval la-
borers were hovels —the walls
made of a few boards cemented
with mud and leaves. Rushes and
reeds or heather made the thatch

1 E. Parmalee Prentice, Hunger and
History (Harper & Bros., 1939), pp.
39-40.
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for the roof. Inside the houses
there was a single room, or in
some cases two rooms, not plas-
tered and without floor, ceiling,
chimney, fireplace, or bed, and here
the owner, his family, and his ani-
mals lived and died. There was no
sewage for the houses, no drain-
age, except surface drainage for
the streets, no water supply
beyond that provided by the town
pump, and no knowledge of the
simplest forms of sanitation. ‘Rye
and oats furnished the bread and
drink of the great body of the peo-
ple of Europe.’ ... ‘Precariousness
of livelihood, alternations between
feasting and starvation, droughts,
scarcities, famines, crime, vio-
lence, murrains, scurvy, leprosy,
typhoid diseases, wars, pestilences
and plagues’ — made part of medi-
eval life to a degree with which
we are wholly unacquainted in the
western world of the present day.”2

Frequent Famines

And, ever-recurring, there was
famine:

“In the eleventh and twelfth
centuries famine [in England] is
recorded every fourteen years, on
an average, and the people suf-
fered twenty years of famine in
two hundred years. In the thir-
teenth century the list exhibits the
same proportion of famine; the
addition of high prices made the

2 Ibid., pp. 15-16.
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proportion greater. Upon the
whole, scarcities decreased during
the three following centuries; but
the average from 1201 to 1600 is
the same, namely, seven famines
and ten years of famine in a cen-
tury.”’3

One writer has compiled a de-
tailed summary of twenty-two
famines in the thirteenth century
in the British Isles, with such typi-
cal entries as: “1235: Famine and
plague in England; 20,000 persons
die in London; people eat horse-
flesh, bark of trees, grass, ete.”’4

But recurrent starvation runs
through the whole of human his-
tory. The Encyclopaedia Britannica
lists thirty-one major famines
from ancient times down to 1960.
Let us look first at those from the
Middle Ages to the end of the
eighteenth century:

1005: famine in England. 1016:
famine throughout Europe. 1064-
72: seven years’ famine in Egypt.
1148-59: eleven years’ famine in
India. 1344-45: great famine in
India. 1896-1407: the Durga Devi
famine in India, lasting twelve
yvears. 1586: famine in England

3 William Farr, “The Influence of
Scarcities and of the High Prices of
Wheat on the Mortality of the People of
England,” Journal of the Royal Statis-
tical Society, Feb, 16, 1846, Vol. IX,
p. 158.

4 Cornelius Walford, “The Famines of
the World,” Journal of the Royal Sta-
tistical Society, March 19, 1878, Vol. 41,
p. 433.
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giving rise to the Poor Law sys-
tem. 1661: famine in India; no
rain fell for two years. 1769-70:
great famine in Bengal; a third of
the population — 10 million persons
— perished. 1783: the Chalisa fam-
ine in India. 1790-92: the Deji
Bara, or skull famine in India, so
called because the dead were too
numerous to be buried.’

This list is very incomplete —
as probably any list would be. In
the winter of 1709, for example, in
France, more than a million per-
sons, according to the figures of
the time, died out of a population
of 20 millions.® In the eighteenth
century, in fact, France suffered
eight famines, culminating in the
short crops of 1788, which were
one of the causes of the Revolu-
tion.

I am sorry to be dwelling in such
detail on so much human misery.
I do so only because mass starva-
tion is the most obvious and in-
tense form of poverty, and this
chronicle is needed to remind us
of the appalling dimensions and
persistence of the evil,

Thomas R. Malthus

In 1798, a young English coun-
try parson, Thomas R. Malthus,
delving into this sad history,
anonymously published an Essay

5 Article “Famine,” 1965 edition,

6 Gaston Bouthoul, La population dans
la monde, pp. 142-43,
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on the Principles of Population as
it affects the Future Improvement
of Society. His central doctrine
was that there is a constant tend-
ency for population to outgrow
food supply and production. Unless
checked by self-restraint, popula-
tion will always expand to the limit
of subsistence, and will be held
there by disease, war, and ulti-
mately famine. Malthus was an
economic pessimist, viewing pov-
erty as man’s inescapable lot. He
influenced Ricardo and the other
classical economists of his time,
and it was the general tone of their
writings that led Carlyle to de-
nounce political economy as “the
Dismal Science.”

Malthus had in fact uncovered
a truth of epoch-making import-
ance. His work first set Charles
Darwin on the chain of reasoning
which led to the promulgation of
the theory of evolution by natural
selection. But Malthus greatly
overstated his case, and neglected
to make essential qualifications.
He failed to see that, once men in
any place (it happened to be his
own England) succeeded in earn-
ing and saving a little surplus,
made even a moderate capital ac-
cumulation, and lived in an era of
political freedom and protection
for property, their liberated in-
dustry, thought, and invention
could at last make it possible for
them enormously and accelera-
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tively to multiply per capita pro-
duction beyond anything achieved
or dreamed of in the past. Malthus
announced his pessimistic conelu-
sions just in the era when they
were about to be falsified.

The Industrial Revolution had
begun, but nobody had yet recog-
nized or named it. One of the
consequences of the increased pro-
duction it led to was to make pos-
sible an unparalleled increase in
population. The population of Eng.
land and Wales in 1700 is esti-
mated to have been about 5,500,-
000; by 1750 it had reached
some 6,500,000, When the first
census was taken in 1801 it was
9,000,000; by 1831 it had reached
14,000,000. In the second half of
the eighteenth century population
had thus increased by 40 per cent,
and in the first three decades of
the nineteenth century by more
than 50 per cent. This was not the
result of any marked change in
the birth rate, but of an almost
continuous fall in the death rate.
People were now producing the
food supply and other means to
support a greater number of
them.?

This accelerating growth in
population continued. The enor-
mous forward spurt of the world’s
population in the nineteenth cen-

7 T, S. Ashton. The Industrial Revo-
Iution (1760-1830) (Oxford University
Press, 1948.), pp. 3-4.
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tury was unprecedented in human
experience. “In one century, hu-
manity added much more to its
total volume than it had been able
to add during the previous million
years,”’8

Starvation in Recent Times

But we are getting ahead of our
story. We are here concerned with
the long history of human poverty
and starvation, rather than with
the short history of how mankind
began to emerge from it. Let us
come back to the chronicle of fam-
ines, this time from the beginning
of the nineteenth century:

1838: intense famine in North-
Western Provinces (Uttar Prad-
esh), India; 800,000 perished.
1846-47: famine in Ireland, re-
gulting from the failure of the
potato crop. 1861: famine in
northwest India. 1866: famine in
Bengal and Orissa; 1,000,000 per-

ished. 1869: intense famine in
Rajputana; 1,500,000 perished.
1874: famine in Bihar, India.

1876-78: famine in Bombay, Ma-
dras, and Mysore; 5,000,000 per-
ished. 1877-78: famine in north
China; 9,500,000 said to have per-
ished. 1887-89: famine in China.
1891-92: famine in Russia. 1897:
famine in India; 1,000,000 per-
ished. 1905: famine in Russia.

8 Henr; Pratt Fairchild, “When Pop-

ulation Levels Off,” Harper’'s Magazine,
May, 1938, Vol. 176, p. 596.
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1916: famine in China. 1921:
famine in the U.S.8.R., brought
on by communist economic poli-
cies; at least 10,000,000 persons
seemed doomed to die, until the
American Relief Administration,
headed by Herbert Hoover, came
in and reduced direct deaths to
about 500,000. 1932-33: famine
again in the U.S.8.R., brought on
by Stalin’s farm collectivization
policies; “millions of deaths.”
1943: famine in Bengal; about
1,500,000 perished. 1960-61: fam-
ine in the Congo.?

Industrialization Prevents
Famine in Western World

We can bring this dismal his-
tory down to date by mentioning
the famines in recent years in
Communist China and the war-
created famine of 1968-70 in
Biafra.

The record of famines since the
end of the eighteenth century
does, however, reveal one striking
difference from the record up to
that point. Mass starvation did
not fall on a single country in the
now industrialized Western world.
(The sole exception is the potato
famine in Ireland; and even that
is a doubtful exception because
the Industrial Revolution had
barely touched mid-nineteenth

9 From articles “Famine” and “Rus-
sia,” Encyclopedia Britannica, 1965 edi-
tion,
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century Ireland — still a one-crop
agricultural country.)

It is not that there have ceased
to be droughts, pests, plant dis-
eases, and crop failures in the
modern Western world, but that
when they occur there is no fam-
ine, because the stricken countries
are quickly able to import food-
stuffs from abroad, not only be-
cause the modern means of trans-
port exist, but because, out of
their industrial production, these
countries have the means to pay
for such foodstuffs.

In the Western world today, in
other words, poverty and hunger
—unti] the mid-eighteenth century
the normal condition of mankind —
have been reduced to a residual
problem affecting only a minority;
and that minority is being steadily
reduced.

But the poverty and hunger
still prevailing in the rest of the
world, in most of Asia, of Central
and South America, and of Africa
— in short, even now afflicting the
great majority of mankind — show
the appalling dimensions of the
problems still to be solved.

And what has happened and is
still happening in many countries
today serves to warn us how fatal-
ly easy it is to destroy all the
economic progress that has al-
ready been achieved. Foolish gov-
ernmental interferences led the Ar-
gentine, once the world’s principal
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producer and exporter of beef, to
forbid in 1971 even domestic sale
of beef on alternate weeks. Soviet
Russia, one of whose chief economic
problems before it was communized
was to find an export market for its
huge surplus of grains, has been
forced to import grains from the
capitalist countries. One could go
on to cite scores of other examples,
with ruinous consequences, all
brought on by short-sighted gov-
ernmental policies,

More than thirty years ago, E.
Parmalee Prentice was pointing
out that mankind has been rescued
from a world of want so quickly
that the sons do not know how
their fathers lived:

“Here, indeed, is an explanation
of the dissatisfaction with condi-

Creative Energy
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tions of life so often expressed,
since men who never knew want
such as that in which the world
lived during many by-gone cen-
turies, are unable to value at its
true worth such abundance as now
exists, and are unhappy because
it is not greater.”10

How prophetic of the attitude
of rebellious youth in the 1970’s!
The great present danger is that
impatience and ignorance may
combine to destroy in a single
generation the progress that it
took untold generations of man-
kind to achieve.

“Those who cannot remember
the past are condemned to repeat
it.”

10 Hun;er and History (Harper &
Bros., 1939), p. 236.

AT ONE TIME or another, every conceivable form of authority has
been tried, but each has failed for the simple reasons that:
1. Only an individual human being can generate human energy.
2. Only an individual human being can control the energy he

The lack of understanding of these simple, basic truths has, for
over 6,000 years, stagnated human progress and kept the vast
majority of people underfed, poorly clothed, embroiled in wars,
and dying from famine and pestilence.

HENRY GRADY WEAVER, The Mainspring of Human Progress
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UNLESS you uge tires on your car,
the headline might have meant
nothing to you: Michelin Unit Pays
Union $250,000 for Not Working.t

The French tire manufacturing
company estimated the man hours
it would take for union workers to
assemble tire-making machinery
in its plants being built at Granton
and Bridgewater in Canada, and
agreed to pay the union $250,000
if the men stop insisting that they
do the job.

Michelin wanted its own experi-
enced workers to install the spe-
cialized machinery and equipment,
rather than have it done by the
millwrights of Local 1178 of the
United Brotherhood of Carpenters
and dJoiners. The payment was
offered to the union, on behalf of
some 60 millwrights, to avert the
possible loss of several million dol-

1 Wall Street Journal, April 9, 1971.

lars due to the direct and indirect
repercussions of threatened strike
action.

Just what does it mean to a tire
user if one of the manufacturers
— in this case, a Canadian branch
of a French firm — spends $250,000
to avoid the possible loss of several
million dollars? Does it mean
higher-priced tires, or lower-priced
tires, or what? We probably can’t
know for sure. Is this Canadian
branch of Michelin Tire the mar-
ginal producer who would be
driven out of business by costly
strike action? If so, his going out
of business might well have re-
sulted in higher-priced tires. And
paying 60 union members not to
work, if it kept a marginal pro-
ducer in business, might mean
tires at lower prices than other-
wise would have prevailed. It’s not
that easy to judge the impact on

329
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the market of the action taken by
Michelin in this instance. All we
can judge, with reasonable assur-
ance, is that Michelin management
used available resources as best it
knew how, at its own risk, to sup-
ply quality tires to consumers at
the least possible cost.

The Waste of Resources

If paying union members not to
work seems like a funny way to
run a tire business, save some of
the chuckles for the untold num-
bers of other firms in countless
lines of business in all parts of the
world who face similar problems
each day they operate. And try to
understand that in the final analy-
sis it’s invariably the customer
who pays — either in higher prices,
or in purchases never consum-
mated — whenever labor unions or
other quasi-governmental agencies
of coercion indulge in the sort of
monkey business that tends to cor-
ner or close off some segment of
the market, thus disrupting peace-
ful production and trade.

If the $250,000 payment by
Michelin to keep the union from
striking its business seems like a
flagrant waste of scarce resources,
congider the $150,000,000,000 —
six hundred thousand times as
much — currently turned over by
government to various welfare
programs in the United States in
a year. Every dollar’s worth of
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goods and services coercively di-
verted from the market for each
and every one of the governmental
welfare programs - just like the
$250,000 payment by Michelin —
is, in effect, paying somebody not
to work. Such intervention with-
draws scarce resources from the
market and diverts those resources
to purposes for which consumers
presumably are unable or unwill-
ing to pay. And so far as the pay-
ing customers are concerned, such
a diversion of resources amounts
to waste. They just aren’t getting
any tires, or anything else they
want, for those expenditures. Such
diverted resources go instead to
“buy off” the union, or some other
politically powerful pressure
group, in order that the Michelins
and other market operators may
continue to function peacefully to
serve willing customers.

Closing the Market

This is not to condone feather-
bedding and various other make-
work practices by labor unions
under their grants of special priv-
ilege by government. But the total
amount of extortion and waste and
disruption due to union practices
under government sanction is a
mere trifle in comparison to the
amount of direct government in-
tervention now undertaken in the
name of the “general welfare.”
The government not only winks at
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and condones the $250,000 dab
of extortion exacted from Michelin
by the United Brotherhood of Car-
penters and Joiners; it not only
fails in its proper function of pro-
tecting the lives and property of
peaceful citizens; but, worse yet,
the government itself has usurped
the role of chief extortioner, in
Canada, in the United States, in-
deed in every nation where gov-
ernmental activities are currently
withdrawing from the market
somewhere between a third and a
half of all economic resources. In
other words, instead of allowing
peaceful and productive individ-
uals maximum opportunity to spe-
cialize and trade in their own best
interest, the government takes a
third to a half of what each pro-
duces and diverts it to purposes
the producer had not intended, re-
distributes some of it to those who
have produced little, if anything,
of value to consumers. From a
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third to a half of the market is
closed — a third to a half of scarce
resources literally are wasted.

This is not to deny that there is
a proper role for government — the
role of policing the market and
protecting lives and property. It is
to assert that governments every-
where today have largely forsaken
their proper role —they are not
protecting lives and property —
instead, they are plundering peace-
ful and productive persons and
subsidizing wastrels and trouble-
makers.

Paying tribute to coercionists
is indeed a sorry way to operate a
business. But citizens who will let
their own government close the
market, sell protectionism to
powerful lobby groups, and other-
wise abandon its principled role,
scarcely deserve a better fate, for
they have given no thought and no
support to freedom.

The Apprenticeship of Liberty

NOTHING is more fertile in prodigies than the art of being free;
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but there is nothing more arduous than the apprenticeship of lib-
erty....Liberty is generally established with difficulty in the midst
of storms; it is perfected by civil discords; and its benefits cannot
be appreciated until it is already old....

The advantages that freedom brings are shown only by the lapse
of time, and it is always easy to mistake the cause in which they

originate.

ALEXIS DE TOCQUEVILLE, Democracy in America (1835)
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Correcting?

EVERYTHING that happens — pleas-
ant or unpleasant —has a lesson
to teach, provided instruction is
sought in every event. Here is an
example of how two words, dropped
in more or less idle conversation,
conveyed an important lesson to
me.

Having discovered that my new-
found friend had a plane of his
own, I inquired as to his flying
experience. He began by telling
about his pilot’s license to fly small
craft in good weather: VFR (vis-
ual flight rules). That, however,
was not enough for him; he
wished to qualify for the kind of
all-weather flying allowed com-
mercial airline pilots. Therefore,
as a minimum, he had to obtain an
IFR (instrument flight rules) rat-
ing.

During the final briefing, prior
to the official IFR exam, the in-
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structor explained why he was so
intently observing every move: “I
am not checking as to whether you
are on course or off but only to
make absolutely certain that you
are scanning those instruments and
constantly correcting.”

Constantly correcting! That in-
structor probably had not thought
of himself as a philosopher. Yet,
it seems to me, he made a pro-
found philosophic point: the disci-
pline required for flying by instru-
ments also applies to living by
numerous, basic guidelines. To live
the good life requires constant
correcting, achieved by a constant
and faithful scanning of the guide-
lines.

Learning to fly within seeing
distance of a runway in clear
weather is possible for anyone
competent to drive a car. But
learning to fly long distances over
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unfamiliar territory, by day or by
night, and in all kinds of weather,
is quite a different matter. The
further one ventures from what
can be easily observed, the greater
is the chance of error — of getting
off course — and the more neces-
sary is constant and skillful cor-
rection. Truly, those of a venture-
some spirit expand their horizons,
provided they observe the rule:
constant correction.

Analogous to simple flying is the
life of primitive peoples. Not much
in the way of correction is re-
quired of Kalahari bushmen, for
instance; they only forage. These
little people have no trouble stay-
ing on course for they have few
courses to pursue beyond chasing
wild animals or finding their way
to nature’s scant offerings of nuts,
roots, herbs, water. At their level
of life, there is little, if anything,
requiring correction.

However, not everyone has been
content with primitive life. Mil-
lions, with a somewhat venture-
some spirit, have chosen to broad-
en their horizons. In doing so,
they have to strike out into new,
unfamiliar, and increasingly com-
plex relationships. And the more
they break with simple ways and
traditions, the less there is to go
by — off “into the wild, blue yon-
der,” as an Air Force song has it.
They must learn to fly by instru-
ments. The further they venture,
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the greater the risk of getting off

course; each must keep asking
himself, “Am I constantly cor-
recting?”’

Individual vs. Collective

To sustain a complex society we
must observe numerous basic
guidelines: political, economic,
moral-ethical, spiritual.

For example, the Golden Rule is
the oldest, ethical guideline of dis-
tinctive universal character. Many
people are capable of abiding by
this nonviolence rule in simple re-
lationships or close at home, as we
say. But note how difficult it is to
practice this basic precept in so-
cieties featured by special interest
groups: axe-grinding collectives.
More and more the tendency is to
try to rule over others rather than
to respect and treat them justly.

Only the individual has com-
bined powers of reason and self-
control by which to refrain from
doing to others that which he
would not have another do unto
him. Such personal attention to
responsibility tends to be lost
when individuals are absorbed in-
to special interest groups; these
collectives have no perceptual pow-
ers, none whatsoever!

How did we stray so disastrously
off course and wander into this
special interest, collectivistic situ-
ation in the first place? Quite sim-
ple! Individuals — millions of them
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— failed constantly to correct their
moral and ethical positions as they
ventured toward expanding hori-
zons. By taking their eyes off one
of the most important guidelines,
they surrendered their individu-
ality and lost themselves in the
numerous collectives. A collective
can no more practice the Golden
Rule than it can think, and the
same is true of persons who allow
themselves to become collectivized.

There are other guidelines on
the societal instrument panel
which must be scrupulously heed-
ed if we would stay on course.
Among them are the Ten Com-
mandments. I shall choose two at
random, sufficient to make my
point.

Take “Thou shalt not steal” and
note how easy it is to stray off
course unless one is constantly
correcting. How many among us
will personally rob another? Per-
haps one in ten thousand! The
vast majority of us would starve
before snatching another’s purse.
Personal observance of this Com-
mandment is so much a part of our
heritage that honest behavior is
little more than doing what comes
naturally. And who will contend
that it should be otherwise? Such
a person can hardly be found;
nearly everyone believes that this
is a good guideline.

But observe what has happened
to these ‘“honest” millions, the
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ones in the United States. The vast
majority who would not snatch a
purse to gain a few dollars will
now advocate schemes taking not
less than $150 billion annually.
They will take a substantial part
of each other’s income and capital
and do so without the slightest
qualm. Most of them, as they
feather their own nests at the ex-
pense of others, will think of these
actions as righteous rather than
sinful. Why so far off course?

Depersonalizing the Act

First, is the depersonalization
of the action; the taking is not
done on anyone’s personal respon-
gibility but in the name of some
so-called social good or group. Sec-
ond, this taking has been legalized
which, to nonthinkers, makes the
action seem all right. And third,
these people apparently have had
no instructor who said, “I am not
checking as to whether you are on
course or off but only to make ab-
solutely certain that you are con-
stantly correcting.” They have
taken their eyes off the instru-
ment panel — off this guideline —
and are now so far into “the wild,
blue yonder” that they regard tak-
ing each other’s substance as
benevolence. Petty thievery they
reject; coercive taking from each
other on the grand scale they ac-
cept. “Thou shalt not steal” has
become a mere Biblical tag line in-
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stead of a hazard-avoiding guide-
line.

What about ‘“Thou shalt not
kill”? No need to labor the an-
swer, for to do so would be a repe-
tition of the stealing explanation.
Few, indeed, would personally
commit murder, any more than a
wolf will kill his kind.! Yet, peo-
ple in the most “advanced” nations
will engage in mass slaughter and,
if proficient enough, receive med-
als for so doing! And for precisely
the same reasons that they steal
from each other on the grand
scale: failure to look to this guide-
line on the societal instrument
panel and constantly correct. That
most people from all walks of life
really believe in this Command-
ment as a correct guideline is at-
tested by their strict observance
of it in personal relationships.

Marke? Pricing

Let us now refer to one among
numerous economic guidelines: If
exchange is voluntary, everybody
gaing; otherwise, one man’s gain
is another’s loss. Behind this re-
markable guideline lies the sub-
jective theory of value. This was
no invention but a discovery. Carl

1 See “Morals and Weapons,” the final
chapter in King Solomon’s Ring by Kon-
rad Z. Lorenz who, according to Julian
Huxley, is ““one of the outstanding nat-
uralists of our times.” In paperback
(New York: Thomas Y. Crowell Co,,
1961).
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Menger (1870) merely observed
how people behave among them-
selves when free to act voluntarily.
What he discovered is as simple as
the Golden Rule: The value of any
good or service is whatever an-
other or others will give in willing
exchange. If I swap two hours of
my labor for your goose, the value
of my labor is your goose and the
value of your goose is my labor.
Observe that each of us— sub-
jectively, that is, in our respective
judgments — gains by the ex-
change. I value the goose more
than my labor and you value my
labor more than your goose or we
would not trade one for the other.
Even a child can understand this
basic economic guideline if it is ex-
plained correctly.?

The free market of voluntary
exchanges, based on each person’s
judgment or choice of values, af-
fords the pricing information each
participant needs to tell him in-
stantly what is relatively scarce or
relatively abundant, whether to
consume or to save, to buy or to
sell, to produce more or less of

2 For an explanation of why the sub-
jective theory of value is not more gen-
erally comprehended, see “The Dilemma
of Value,” in Talking to Myself (The
Foundation for Economic Education,
Inc., Irvington-on-Hudson, N. Y., 1970),
pp. 81-88. And for a suggestion as to how
this theory can be taught to children,
see ‘“Economics for Boys and Girls.”
Copy on request.
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this or that — market price guide-
lines for constant correcting.

Today, millions of exchanges
are not willingly but coercively
made. Samples: The part I have
been forced to pay for the Gate-
way Arch, urban renewal and “full
employment” projects, going to the
moon, and so on. Reflect on the
unwilling exchanges labor unions
coercively exact from their own
members as well as employers. The
individual’s judgment of value and
desire to trade are disregarded.
Exchanges are unwillingly effect-
ed. This is a substitution of war-
like, antagonistic relationships for
the peaceful, harmonious ways of
the free market. This sort of ex-
change can no more persist or
survive than can a society of
thieves. Such a dog-eat-dog ar-
rangement has to spell disaster.

Why this economic nonsense?
We have been staring into ‘“the
wild, blue yonder” and failing to
heed this and other simple guide-
lines on the societal instrument
panel. Ours is a miserable record
because we are not constantly cor-
recting.

Finally, it makes little differ-
ence what aspect of life one ex-
amines; the further we venture
from the ordinary, the traditional,
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the habitual, the greater the risk
of losing our way.

Take my own case, for instance.
I have been delving into the free
market, private ownership, limit-
ed government way of life, along
with its moral and spiritual ante-
cedents for four decades, and the
more I probe, the easier it is to
get off course. As one explores the
wonderful potentialities of the
free society, the further one de-
parts in his thinking from the so-
cialistic world in which we live. It
gets pretty misty up here in the
ivory tower — the ideal — and un-
less one is constantly correcting —
that is, forever referring to the
societal instrument panel with its
accurate guidelines — one is hope-
lessly lost.

If we would edge our way out of
the political interventionist hodge-
podge in which we presently find
ourselves, we need to heed the
basic guidelines. The way we live
our lives at the personal level is
demonstration enough that we be-
lieve in the accuracy of these in-
struments. So, regardless of how
far we venture, now on course
and then off, comstantly correct!
This is the way to continuously
expand our horizons in safety. @



Heat without Light

Soviet Dissent: ‘

MELVIN D. BARGER

YOU COULD FEEL passion and spirit
in the storm of protest rolling over
the world intellectual community
when it was announced last No-
vember that Soviet Novelist Alek-
sandr Solzhenitsyn would not be
allowed to accept his Nobel prize
in person.

Like Boris Pasternak 12 years
before him, the brilliant Solzhen-
itsyn became an instant martyr.
His case was hot news in the west-
ern press, a cause célébre among
the intelligentsia. His plight was
one more depressing example of
the Soviets’ heavy-handed ap-
proach to the arts. It raised fears
that the mild liberties of the post-
Stalin era were fading, that a new
period of harsh subjugation was
setting in. Would it now be more
concentration camps and terror-
ism, repeats of the thing Solz-

Mr. Barger is a public relations representative
in Jackson, Michigan.

henitsyn wrote about so well in
his best-selling One Day in the
Life of Ivan Denisovich?

There was also speculation of a
hopeful nature. Solzhenitsyn and
his fellow artists, so this thread of
reasoning went, were really driv-
ing a thin wedge of freedom in
Russia. This thin wedge would
some day split apart the Kremlin
walls, opening the way for real
freedom of expression.

But to anybody who has studied
the Soviet Union, both the fears
and the hopes of the Solzhenitsyn
case are unrealistic and najve. It
makes good newspaper copy, but
little difference in Soviet life. It
also ignores the realities of social-
ism, It is heat without light.

One problem of the Solzhenitsyn
case is that most of his champions
are socialists themselves, leaning
towards government ownership or
control of production facilities.
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They do not understand the role
of private property in the imple-
mentation of intellectual freedom.
There is also a certain snobbish-
ness in this defense of a distin-
guished author. In other words,
the Soviets are wrong in suppress-
ing a creative person, but entirely
justified in regimenting factory
workers and collective farmers.
Finally, the intellectuals do not
understand why the Soviet govern-
ment, and probably any govern-

ment organized along socialist
lines, must curtail intellectual
freedom.

Outside My Field

This lack of understanding was
revealed in the remarks of the
noted Russian cellist, Mstislav
Rostropovich, who not only de-
fended Solzhenitsyn but also per-
mitted the author to share his
home. Rostropovich said, “The po-
litical and economic questions of
our country are not my business.
There are people who know these
fields better than I. But please ex-
plain to me why in our literature
and art the decisive word comes
so often from people who are
absolutely unqualified.”

Rostropovich gave away the ball
game by conceding that the politi-
cal and economic questions were
not his business. In agreeing to
the right of the Soviet dictator-
ship to run the country from top
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to bottom, owning and controlling
most property, he in effect signs
away his right to make decisions
in the fields of literature and art.
Being a product of the Soviet Un-
ion and its educational system, he
can be excused for this erroneous
reasoning. But what can be said
for his fellow intellectuals and
artists in the Western nations who
should know better, and yet con-
stantly work to impose socialism
on the rest of the world?

A large number of them care-
fully avoid any argument that lays
the restrictions of Soviet artists
at the door of socialism. The vil-
lain is the man Stalin, rather than
socialism itself. Hence the fre-
quent use of the term “Stalinism.”
The aim of this apparent differ-
entiation may be to suggest that
Stalinism is wrong and hateful,
while socialism can be decent and
humanitarian.

But the Soviet leaders them-
selves, whatever their other short-
comings, make little attempt to
cooperate with this theory. They
unashamedly require artists and
writers to serve the system and to
present only what is called social-
ist realism. In actual practice,
this turns out to be work that fol-
lows the party line at a particular
time. As for the writers and art-
ists themselves, they must be peo-
ple who do not give signs of be-
coming troublesome.
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The Reality of Power

Solzhenitsyn was rather unique
among Soviet writers in being
allowed to publish One Day in the
Life of Ivan Denisovich, an attack
on the prison camps of Stalinist
days. This was interpreted in the
West as the beginning of a change
in the rigidities of socialist real-
ism. But that was only because
Western intellectuals do not under-
stand the realism of socialists in
power. There was a need, on Nikita
Khrushchev’s part, to assign Sovi-
et crimes to the ghost of Stalin,
and the Solzhenitsyn book helped
serve that end. Khrushchev had
not become so liberal that he would
have permitted publication of a
book attacking his own programs.
Nor would a book have been per-
mitted if it argued that socialism
itself had been the evil behind the
concentration camps.

Far from being a change in the
Soviet system itself, the liberal-
ism of the Khrushchev days was
just a minor adjustment. There
was no intention at any time of
permitting anything like real in-
tellectual freedom or freedom of
the press. It is doubtful that such
concepts ever were understood in
the Soviet Union. The men in pow-
er would no more permit an author
to publish freely than they would
permit a factory manager to use
machines to produce and sell prod-
ucts under his own brand name.
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This kind of thing is not perceived
as being consistent with socialist
realism.

In fact, one could even argue
quite convincingly that Soviet
leaders would be derelict in their
duty if they permitted authors to
publish freely. The Soviet state
owns all the newspapers, maga-
zines, and printing plants in the
USSR. This is an immense publish-
ing network which annually turns
out thousands of newspapers, more
than 4,000 magazines, and at least
80,000 different books and pamph-
lets. Like most owners of publish-
ing facilities, the Soviet state
prints the materials that get of-
ficial approval, and rejects the
rest. Private publishers in Ameri-
ca and Europe do the same thing,
but with a great deal more sophis-
tication and for different purposes.
A private publisher in America,
for example, may print material
he dislikes, if he knows that it will
sell. Or he will print letters and
other writings that oppose his
point of view, the rationale being
that it gets readership and also
presents him as a fair person.

But the profit aims and fairness
practices need not be observed in
a socialist state where there are
no alternate publishing sources. It
is even doubtful that we would
find all points of view being pub-
lished in the United States if the
government became the single
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owner or regulator of all printing.
Despite our long traditions of free
speech and expression, a great deal
of material would end up in the
ash can if the U.S. Government
Printing Office were the sole pub-
lisher. The author in the United
States has the protection of the
First Amendment, but this would
be virtually meaningless if all of
his likely publishers were under
government ownership. It is the di-
versity of publishing sources as
well as the First Amendment that
helps advance freedom of the
press.

No Credit to Private Enterprise

The astonishing thing, however,
is that private enterprise gets
virtually none of the credit for the
free expression enjoyed by intel-
lectuals in the Western nations.
There’s algo irony in the fact that
some of the outstanding works of
Soviet writers never would have
reached printed form without the
hated capitalist press. Pasternak’s
Doctor Zhivago, for example, was
first published in Italy by a pri-
vate publisher with socialist views.
Worse yet, even the fallen Khrush-
chev, though never repudiating the
socialist philosophy, finally had to
deal with private publishers in
order to print his memoirs. One
wonders how any of these people
would have found self-expression
had the socialist goal of world-
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wide state ownership of produc-
tion been reached.

The writers in Western nations,
if they give the matter any
thought, apparently feel that a
socialist America or England will
always provide for the expression
of different points of view. They
are under this delusion because
they have been accustomed to the
free market place of publishing in
their own countries. They easily
forget that hard economic deci-
sions are necessary in all publish-
ing, and that somebody must de-
cide to allocate scarce resources
for the production of a certain
book or pamphlet.

In the harsh Soviet regime,
those decisions are made by party
leaders who are guided by social-
ist realism rather than the profit
motive. But how would publishing
decisions be made in the United
States or England if all ownership
rights resided in the government?

Like it or not, these government
publishing officials would have to
be guided by socialist realism. In
the early stages, they would prob-
ably make a token show of pre-
senting all points of view. But
with the consolidation of their
power and the arrogance typical
of social reformers, they would
soon find the will and suitable ra-
tionalizations for rejecting work
they did not like.

We can see the beginnings of
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such practices today in the social-
ists who want to extend the gov-
ernment’s control over advertising
and the television networks. There
is a great deal of pressure to
establish government guidelines on
TV programs for children. It does
not take a lot of imagination to
see that such controls, if accepted
for one group, will soon be en-
larged to include other groups.
There is always a high-sounding
purpose behind such measures, but
they are not greatly different from
socialist realism. In a government-
owned or -controlled communica-
tions system, the aims must al-
ways be the service of the state,
and only secondarily the self-
expression of the creative artists.
This is as true for the United
States as it is for Russia or Red
China,

That being the case, it is likely
that we will continue having pro-
tests on behalf of the Soviet Un-
ion’s Pasternaks and Solzhenit-
syns, but no way will be found to
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implement the writer’s freedom in
Russia. It takes more than heated
protest to provide effective dissent.
It also requires the light of under-
standing; in this case, an under-
standing of how the free market
place works and how it automati-
cally provides for the expression
of many points of view.

More than most people, artists
and writers need the commercial
world that many of them detest.
They need the free market place,
because the market place for goods
and services is also the market
place for literary and artistic
works. They need to live and work
in a climate of freedom — freedom
for everybody, and not just privi-
leges for the favored few who
serve the regime. Until the world’s
intellectuals insist on that kind of
freedom for the Soviet Union, they
are wasting their time defending
men like Solzhenitsyn. And nobody
knows that fact better than the
socialist realists who hold the real
power in the Soviet Union.

The Question of Freedom

IDEAS ON
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WE SHOULD REMEMBER that in an area controlled by such a proc-

ess as national socialism, or any similar philosophy of govern-

mental direction, the question and definition of what human

LIBERTY

personality is, and what human rights and fundamental freedoms

are, rest with the dominant political power.

RUSSELL J. CLINCHY, “Human Rights and the United Nations”



T a Studoit from Abroad

Dear

I am glad to hear that you are enjoying your stay in this country
and are profiting by your schooling. You say you are impressed by
our great cities, the wealth of our ordinary citizens and their friend-
liness. This is not surprising, considering that you come from a
relatively more primitive land. America was like that not long ago.
You say you would like to stay and live here; but if you did you
would probably find that our people are much like those everywhere
else. There are a few bad ones, some energetic ones who try to
improve things according to their own various ideas, and a great
majority who passively accept the leadership and example of one or
the other of these natural leaders.

You were sent here, not so much to learn our ways, as to learn
how to help improve your own country. You cannot convert your
community into a replica of America, nor is there any reason why
you should try. The people of each community have their own
characteristics, standards, and ideals. Rather than try to imitate
America as it is now, I suggest you study our early and frontier
development to find what lessons, methods, and institutions were
successfully used then in the process of our development. Some of
these methods may be adaptable to the objectives and conditions of
your own country. Hopefully, other ideas will suggest themselves to
you which are specifically applicable in your own case.

Don’t expect, when you return, that people will eagerly await
your words of wisdom, all set to work and promptly convert the
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area into the idealized model you have in mind for them. There will
be some positive opposition to change, a lot of indifference, and in
some cases older and more experienced heads who have different
ideas as good as yours, if not better.

To start, I would suggest that you exert your influence by setting
a personal example. Fix up your own home according to the stand-
ards of order, convenience, and sanitation you have learned. De-
velop a craft or product or provide a service which will be in
demand. Start with something simple and well within your capa-
bility, and maintain it at a high standard. If others start imitating
you and give you competition, hopefully with improvements of their
own, feel flattered that you have succeeded, not only in providing
the service, but in creating a demand for it. If possible, after one
success, branch out similarly into other fields. Your schooling here
should start you off on many ideas. Pick the ones most appropriate
to your community.

Some of your projects won’t work out. In that case, drop them and
try something else. Many of your efforts will be ridiculed, especially
when they fail. When they do succeed, someone else will try to take
the credit. Don’t let this discourage you. If you succeed in your
programs and manage to raise your own standard of living above
that of the rest of the people, envy and jealousy are likely to cause
disagreeable incidents. This is the inevitable reaction of those who
want the benefits of progress without contributing to it. You will
have to take your satisfaction by observing the progress of your
imitators and the benefits derived from the use of your innovations.
I do wish you every success.

Sincerely,

Arthur R. Hercz

Mr. Hercz, retired after 26 years of Army service, recently
earned a Master’s degree in History in preparation for teaching.



WHEN PEOPLE ask, “What do law
schools do?” the impatient say:
“Why, they turn out lawyers, of
course!” But such an answer is
much too short, for law schools do
both more and less than turn out
lawyers.

The word “lawyer” is a loose
term referring to those persons
who engage in one or another as-
pect of the complex set of activi-
ties known as the practice of law.
In order to become a lawyer, let
alone a good lawyer, you will have
to do a great deal more than spend
three years, however studiously,
in law school. On the other hand,
such training as you acquire can
serve you well even though you
Dr. Petro is Professor of Law at New York Uni-
versity School of Law. He has written a number
of books, and is a frequent contributor to
THE FREEMAN and other journals of law,
economics, and political science. This article is

based upon his talk to entering freshmen at the
School of Law in September, 1970,
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The Law School

and Legal
Training

SYLVESTER PETRO

are never admitted to the bar or
never practice law a day in your
life. It used to be that gentlemen
who did not know what else to do
with themselves in their early
twenties went to law school merely
in order to continue their educa-
tion, or even only to pass the time.
It wasn’t a bad idea then and isn’t
now. Many legally trained persons
have become outstanding men of
business or politicians or writers
or actors or sailors or teachers and
even more unlikely things. There
is no reason to suppose that such
careers will be closed to present
or future law students. On the
contrary.

What law schools do, what they
must do because they are not phys-
ically capable of doing anything
else as long as they are staffed by
lawyers and attended mainly by



1971

students who wantf to become law-
yers—what they do is impart legal
training. In order to understand
what that means you will first have
to see law schools in their social
setting generally and in relation
to the legal system particularly.

The Purpose of the Legal System

The legal system is that set of
institutions, armed with physical
force and directed by reason and
good sense, which mankind asks
to formulate and apply the norms
necessary at least to the survival
and at most to the progress of so-
ciety. Church, school, home, and a
vast number of other experiences
all share in the task of forming
public opinion on right and wrong,
good and bad, desirable and un-
desirable. Neither the legal system
as a whole nor the law schools
have any monopoly on virtue, any
exclusive competence or expertise
in matters of morality or social
utility. That private property
should be protected, contracts en-
forced, and wrongful injury to the
person compensated — these prin-
ciples emerged from the minds of
human beings long before the
legal profession did; indeed they
brought legal systems into exist-
ence. It was not the other way
round.

The legal system and its per-
sonnel may and do contribute to
the development of moral and
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ethical principles. But their main
business is to see that society’s
norms are effectuated — their
unique expertise, if any, is dis-
played to the extent that they do
so consistently, coherently, and
efficiently. Society demands com-
pliance with and enforcement of
its basic norms; the legal system
purports to supply that enforce-
ment.

And the law schools necessarily
preoccupy themselves with study
and teaching of the ways in which
the legal system goes about its
tasks. Among the elements of legal
training which you will acquire in
law school, then, is a grasp of the
“machinery of justice” and how it
works. Just as every person is in
part what his genetic equipment
makes him, so toc does history play
a significant role in the make-up of
society, quintessentially so in the
gtructure and operation of the le-
gal system. Those who patroniz-
ingly say, “That’s only legal his-
tory,” miss a big point about law.
Law can no more dissociate itself
from its history than you can
from your genes.

The History of the Law

All the law that human beings
can study is historical law, com-
posed of and shaped by yet more
antecedent ideas and experience.
It is law made in the past —re-
member, yesterday is already past
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—that rules the future. “Time
present and time past are con-
tained in time future, and all
time is eternally present,” the poet
said, rightly. You will read many
old cases in law school. Try not to
be impatient with them. Approach
them receptively and you will gain
greatly. Human society did not
begin the day you were born. And
Somerset Maugham may have been
right when he said that the central
truths about mankind were much
too important to its survival to go
long undiscovered. The decalogue
broods silently but potently among
all law studies.

As you study cases, statutes,
and learned commentaries, all com-
posing the long historical sweep
and evolution of legal institutions,
you will become aware that human
affairs are inordinately compli-
cated and that governing those
affairs is a correspondingly com-
plex operation, challenging the
highest faculties of mind and char-
acter. Your powers of reason, of
identification and diserimination,
of analysis and synthesis, will be
tried, probably, as they have never
been before. Unlike mathematics,
the structure of which is shared
by the formal, logical side of law,
the legal system is forever deal-
ing in empirical fact —and em-
pirical fact involving, at that, the
most complex activities known to
man: his own.
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No two transactions, no two re-
lationships, hence no two cases,
are ever identical. A rule or doec-
trine or formula which disposes
beautifully of one set of facts —
meting out what everybody agrees
is perfect justice under law to the
parties involved in that case —
may founder if the facts change
only a little. How far does a rule
reach? Ah, that is the question.
Before you get through law school
you will be “reconciling,” ‘“distin-
guishing,” and ‘“harmonizing” de-
cisions all over the place. You will
have made at least a start in
mastering the lawyerly arts and
skills: imaginatively constructing
cogent theories and developing a
sense of which facts are critical,
which relevant, and which irrele-
vant. And all this despite the prob-
ability that you will never be able
to formulate these processes sat-
isfactorily because they are so
subtle and complex.

As a matter of fact, perhaps
most litigation occurs because
lawyers differ on the questions
whether this case is ruled by that,
which theory is applicable, and
therefore which facts are relevant.
It is a serious mistake to accept
the common notion that law is a
haven for the dull and the uni-
maginative. No area of human
action provides a richer field for
the subtle play of intellect and
imagination,
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Do not rall into the error, how-
ever, of believing, because some
areas of law are dubious and un-
clear and because some disputes
can be resolved only in court, that
there is no such thing as law, or
that it is absolutely plastic. Like
all great institutions, the law is
working quietly all the time, at
its best when most quietly, mainly
outside the courtroom. Of the un-
told billions of human relation-
ships, voluntary and involuntary,
only an infinitesimally small frac-
tion are resolved by direct recourse
to the machinery of justice, and
it is well that this is so; for any
legal system which had to in-
tervene physically into every hu-
man relationship would soon rup-
ture itself. Our system of law is
in the main cogent and clear and
widely understood and respected.
Were it not, we should be finding
chaos at the center rather than at
the fringes of our daily lives. Part
of your legal training is concerned
with going to court. All of it
should be helping you to stay out
of court, if your clients will co-
operate.

The Study of Human Action

In performing the services
which society and the legal system
demand of them, the law schools
must perforce attend dominantly
to the kinds of tasks implicit in
the foregoing; but a strange thing
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happens in the process. While you
are dragging yourself through
thousands of cases, statutes, hypo-
thetical problems — all the while
compelled to make some kind of
sense of them, to understand them,
and to learn how to use them — in
the course of this sometimes op-
pressive process, you will acquire
a grasp of human action, human
nature, and human society exceed-
ing in comprehensiveness and de-
tail anything offered by any other
formal course of study. You will
see the plot of human life unfold
in ways that make all but the
greatest novels and plays seem
pitifully thin. More than that, you
will have the opportunity to devel-
op habits of self-discipline, of pre-
cise thought, of tenacity in fact-
analysis, and of coherent theoriz-
ing, which are universally useful,
not only in law practice but in
every phase of life in the complex,
free society. Indeed, the survival
and the progress of the free soci-
ety are peculiarly the responsi-
bility of the legally trained, for
they are most intimately involved
in the operation of its machinery.
When law school gets a bit much
for you, as it likely will more than
once, remember what Alexis de
Tocqueville said: “Nothing is more
fertile in prodigies than the art of
being free — and nothing is more
arduous than the apprenticeship
of liberty.”
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I have emphasized the historical
and the theoretical, the informa-
tional and the ratiocinative aspects
of legal training because, as I
have said, they comprehend the
contributions that law schools are
uniquely qualified to make. Many
believe that the law schools should
preoccupy themselves less with
“technical training” and more with
efforts to ‘“improve the law” and
thus become more “relevant.” May-
be so. Society, the legal system,
and the law schools are all in need
of improvement, and more and
more irrelevancies have crept into
law-school curricula over the
years, especially the recent years.
However, that same legal training
which has served so well in so
many occupations is also the nec-
essary prerequisite to genuine,
stable progress in the law. It is
fatuous to suppose that anything
80 infernally complicated as hu-
man society can be made to re-
spond productively to ideas struck
off impulsively by unqualified, un-
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skilled, and immature persons.
Durable improvement in any com-
plex field can come only from per-
sons profoundly conversant with
that field. Cool, sustained study,
knowledge as wide and full as
possible, and a well-disciplined
mind are indispensable to any
solid contribution to the progress
of society. Legal training in the
classical sense is an unexcelled ve-
hicle to the attainment of those
consummately desirable objectives.
If you are bound and determined
while in law school to “reform”
or “improve” things, try turning
your energies to the improvement
of your own legal training. You'll
never regret it. For you will then,
as all competent people finally do,
learn how to focus your energies
efficiently. You will curtly dismiss
most “reform proposals,” because
most will be ill-considered, and you
will concentrate on the few solid
programs which, if you are for-
tunate, you will encounter in your
life.

WITHOUT a society in which life and property are to some extent
secure, existence can continue only at the lowest levels — you can-
not have a good life for those you love, nor can you devote your
energies to activity on the higher level.

ALFRED NORTH WHITEHEAD, Adventures of Ideas
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THE WORDS freedom and liberty
signified for the most eminent
representatives of mankind one of
the most precious and desirable
goods. Today it is fashionable to
sneer at them. They are, trumpets
the modern sage, “slippery” no-
tions and “bourgeois” prejudices.

Freedom and liberty are not to
be found in nature. In nature
there is no phenomenon to which
these terms could be meaningfully
applied. Whatever man does, he
can never free himself from the
restraints which nature imposes
upon him. If he wants to succeed
in acting, he must submit uncon-
ditionally to the laws of nature.

Freedom and liberty always re-
fer to interhuman relations. A
Dr. Mises,—;ow retired from active teaching, is
the outstanding representative of the ‘“‘Austrian
school”” of economics. He is a part-time advisor,
consultant, and staff member of The Founda-
tion for Economic Education.

This article is extracted from his book, Hu-

man Action (Yale University Press, 1949: 3rd
ed. Regnery, 1966).
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man is free as far as he can live
and get on without being at the
mercy of arbitrary decisions on
the part of other people. In the
frame of society everybody de-
pends upon his fellow citizens.
Social man cannot become inde-
pendent without forsaking all the
advantages of social cooperation.

The fundamental social phe-
nomenon is the division of labor
and its counterpart — human co-
operation.

Experience teaches man that co-
operative action is more efficient
and productive than isolated action
of self-sufficient individuals. The
natural conditions determining
man’s life and effort are such that
the division of labor increases
output per unit of labor expended.
These natural facts are: (1) the
innate inequality of men with re-
gard to their ability to perform
various kinds of labor, and (2) the
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unequal distribution of the nature-
given, nonhuman opportunities of
production on the surface of the
earth. One may as well consider
these two facts as one and the
same fact, namely, the manifold-
ness of nature which makes the
universe a complex of infinite
varieties.

Innate Inequality

The division of labor is the out-
come of man’s conscious reaction
to the multiplicity of natural con-
ditions. On the other hand, it is
itself a factor bringing about dif-
ferentiation. It assigns to the vari-
ous geographic areas specific func-
tions in the complex of the proc-
esses of production. It makes some
areas urban, others rural; it lo-
cates the various branches of man-
ufacturing, mining, and agricul-
ture in different places. Still more
important, however, is the fact
that it intensifies the innate ine-
quality of men. Exercise and
practice of specific tasks adjust
individuals better to the require-
ments of their performance; men
develop some of their inborn facul-
ties and stunt the development of
others. Vocational types emerge,
people become specialists.

The division of labor splits the
various processes of production
into minute tasks, many of which
can be performed by mechanical
devices. It is this fact that made
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the use of machinery possible and
brought about the amazing im-
provements in technical methods
of production. Mechanization is
the fruit of the division of labor,
its most beneficial achievement,
not its motive and fountain spring.
Power-driven specialized machin-
ery could be employed only in a
social environment under the di-
vision of labor. Every step for-
ward on the road toward the use
of more specialized, more refined,
and more productive machines re-
quires a further specialization of
tasks.

Within Society

Seen from the point of view of
the individual, society is the great
means for the attainment of all
his ends. The preservation of so-
ciety is an essential condition of
any plans an individual may want
to realize by any action whatever.
Even the refractory delinquent
who fails to adjust his conduct to
the requirements of life within
the societal system of cooperation
does not want to miss any of the
advantages derived from the di-
vision of labor. He does not con-
sciously aim at the destruction of
society. He wants to lay his hands
on a greater portion of the jointly
produced wealth than the social
order assigns to him. He would
feel miserable if antisocial be-
havior were to become universal
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and its inevitable outcome, the
return to primitive indigence,
resulted.

Liberty and freedom are the
conditions of man within a con-
tractual society. Social cooperation
under a system of private owner-
ship of the means of production
means that within the range of
the market the individual is not
bound to obey and to serve an
overlord. As far as he gives and
serves other people, he does so of
his own accord in order to be
rewarded and served by the re-
ceivers. He exchanges goods and
services, he does not do compulsory
labor and does not pay tribute. He
is certainly not independent. He
depends on the other members of
society. But this dependence is
mutual. The buyer depends on the
seller and the seller on the buyer.

Self-Interest

The main concern of many writ-
ers of the nineteenth and twen-
tieth centuries was to misrepre-
sent and to distort this obvious
state of affairs. The workers, they
said, are at the mercy of their
employers. Now, it is true that
the employer has the right to fire
the employee. But if he makes use
of this right in order to indulge
in his whims, he hurts his own
interests. It is to his own disad-
vantage if he discharges a better
man in order to hire a less ef-
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ficient one. The market does not
directly prevent anybody from ar-
bitrarily inflicting harm on his
fellow citizens; it only puts a
penalty upon such conduct. The
shopkeeper is free to be rude to
his customers provided he is ready
to bear the consequences. The
consumers are free to boycott a
purveyor provided they are ready
to pay the costs. What impels
every man to the utmost exertion
in the service of his fellow men
and curbs innate tendencies toward
arbitrariness and malice is, in the
market, not compulsion and co-
ercion on the part of gendarmes,
hangmen, and penal courts; it is
self-interest. The member of a
contractual society is free because
he serves others only in serving
himself. What restrains him is
only the inevitable natural phe-
nomenon of scarcity. For the rest
he is free in the range of the
market.

In the market economy the in-
dividual is free to act within the
orbit of private property and the
market. His choices are final. For
his fellow men his actions are data
which they must take into account
in their own acting. The coordina-
tion of the autonomous actions of
all individuals is accomplished by
the operation of the market. So-
ciety does not tell a man what to
do and what not to do. There is
no need to enforce cooperation by
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special orders or. prohibitions.
Non-cooperation penalizes itself.
Adjustment to the requirements of
society’s productive effort and the
pursuit of the individual's own
concerns are not in conflict. Con-
sequently no agency is required to
settle such conflicts. The system
can work and accomplish its tasks
without the interference of an
authority issuing special orders
and prohibitions and punishing
those who do not comply.

Compulsion and Coercion

Beyond the sphere of private
property and the market lies the
sphere of compulsion and coercion;
here are the dams which organ-
ized society has built for the pro-
tection of private property and the
market against violence, malice,
and fraud. This is the realm of
constraint as distinguished from
the realm of freedom. Here are
rules discriminating between what
is legal and what is illegal, what
is permitted and what is pro-
hibited. And here is a grim ma-
chine of arms, prisons, and gal-
lows and the men operating it,
ready to crush those who dare to
disobey.

It is important to remember
that government interference al-
ways means either violent action
or the threat of such action. Gov-
ernment is in the last resort the
employment of armed men, of
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policemen, gendarmes, soldiers,
prison guards, and hangmen. The
essential feature of government is
the enforcement of its decrees by
beating, killing, and imprisoning.
Those who are asking for more
government interference are ask-
ing ultimately for more compul-
sion and less freedom.

Liberty and freedom are terms
employed for the description of
the social conditions of the indi-
vidual members of a market so-
ciety in which the power of the
indispensable hegemonic bond, the
state, is curbed lest the operation
of the market be endangered. In a
totalitarian system there is noth-
ing to which the attribute “free”
could be attached but the unlim-
ited arbitrariness of the dictator.

There would be no need to
dwell upon this obvious fact if the
champions of the abolition of lib-
erty had not purposely brought
about a semantic confusion. They
realized that it was hopeless for
them to fight openly and sincerely
for restraint and servitude. The
notions liberty and freedom had
such prestige that no propaganda
could shake their popularity. Since
time immemorial in the realm of
Western civilization liberty has
been considered as the most
precious good. What gave to the
West its eminence was precigely
its concern about liberty, a social
ideal foreign to the oriental peo-
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ples. The social philosophy of the
Occident is essentially a philoso-
phy of freedom. The main content
of the history of Europe and the
communities founded by European
emigrants and their descendants
in other parts of the world was
the struggle for liberty. “Rugged”
individualism is the signature of
our civilization. No open attack
upon the freedom of the individual
had any prospect of success.

New Definitions, Reversing
the Meaning of Words

Thus the advocates of totalitari-
anism chose other tactics. They
reversed the meaning of words.
They call true or genuine liberty
the condition of the individuals
under a system in which they
have no right other than to obey
orders. They call themselves true
liberals because they strive after
such a social order. They call de-
mocracy the Russian methods of
dictatorial government. They call
the labor union methods of vio-
lence and coercion “industrial de-
mocracy.” They call freedom of
the press a state of affairs in
which only the government is free
to publish books and newspapers.
They define liberty as the oppor-
tunity to do the “right” things,
and, of course, they arrogate to
themselves the determination of
what is right and what is not. In
their eyes government omnipo-
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tence means full liberty. To free
the police power from all re-
straints is the true meaning of
their struggle for freedom.

The market economy, say these
self-styled liberals, grants liberty
only to a parasitic class of ex-
ploiters, the bourgeoisie; that
these scoundrels enjoy the free-
dom to enslave the masses; that
the wage earner is not free; that
he must toil for the sole benefit of
his masters, the employers; that
the capitalists appropriate to them-
selves what according to the in-
alienable rights of man should
belong to the worker; that under
socialism the worker will enjoy
freedom and human dignity be-
cause he will no longer have to
slave for a capitalist; that social-
ism means the emancipation of
the common man, means freedom
for all; that it means, moreover,
riches for all.

These doctrines have been able
to triumph because they did not
encounter effective rational criti-
cism. It is useless to stand upon
an alleged ‘“natural” right of indi-
viduals to own property if other
people assert that the foremost
“natural” right is that of income
equality. Such disputes can never
be settled. It is beside the point to
criticize nonessential, attendant
features of the socialist program.
One does not refute socialism by
attacking the socialists’ stand on
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religion, marriage, birth control,
and art.

A New Subterfuge

In spite of these serious short-
comings of the defenders of eco-
nomic freedom it was impossible
to fool all the people all the time
about the essential features of
socialism. The most fanatical plan-
ners were forced to admit that
their projects involve the abolition
of many freedoms people enjoy
under capitalism and “plutode-
mocracy.” Pressed hard, they re-
sorted to a new subterfuge. The
freedom to be abolished, they
emphasize, is merely the spurious
“economic” freedom of the capi-
talists that harms the common
man; that outside the “economic
sphere” freedom will not only be
fully preserved, but considerably
expanded. “Planning for Freedom”
has lately become the most popular
slogan of the champions of totali-
tarian government and the Russi-
fication of all nations.

The fallacy of this argument
stems from the spurious distinc-
tion between two realms of human
life and action, the “economic”
sphere and the “noneconomic”
sphere. Strictly speaking, people
do not long for tangible goods as
such, but for the services which
these goods are fitted to render
them. They want to attain the
increment in well-being which
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these services are able to convey. It
is a fact that people, in dealing on
the market, are motivated not only
by the desire to get food, shelter,
and sexual enjoyment, but also by
manifold “ideal” urges. Acting
man is always concerned both with
“material” and “ideal” things. He
chooses between various alterna-
tives, no matter whether they are
to be classified as material or ideal.
In the actual scales of value, ma-
terial and ideal things are jum-
bled together.

Preserving the Market

Freedom, as people enjoyed it
in the democratic countries of
Western civilization in the years
of the old liberalism’s triumph,
was not a product of constitutions,
bills of rights, laws, and statutes.
Those documents aimed only at
safeguarding liberty and freedom,
firmly established by the opera-
tion of the market economy,
againgt encroachments on the part
of officeholders. No government
and no civil law can guarantee
and bring about freedom other-
wise than by supporting and de-
fending the fundamental institu-
tions of the market economy.
Government means always coer-
cion and compulsion and is by
necessity the opposite of liberty.
Government is a guarantor of
liberty and is compatible with
liberty only if its range is ade-
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quately restricted to the preserva-
tion of economic freedom. Where
there is no market economy, the
best intentioned provisions of con-
stitutions and laws remain a dead
letter.

Competition

The freedom of man under cap-
italism is an effect of competition.
The worker does not depend on the
good graces of an employer. If his
employer discharges him, he finds
another employer. The consumer
is not at the mercy of the shop-
keeper. He is free to patronize
another shop if he likes. Nobody
must kiss other people’s hands or
fear their disfavor. Interpersonal
relations are businesslike. The ex-
change of goods and services is
mutual; it is not a favor to sell
or to buy, it is a transaction dic-
tated by selfishness on either side.

It is true that in his capacity as
a producer every man depends
either directly, as does the en-
trepreneur, or indirectly, as does
the hired worker, on the demands
of the consumers. However, this
dependence upon the supremacy of
the consumers is not unlimited. If
a man has a weighty reason for
defying the sovereignty of the
consumers, he can try it. There
is in the range of the market a
very substantial and effective right
to resist oppression. Nobody is
forced to go into the liquor in-
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dustry or into a gun factory if his
conscience objects. He may have
to pay a price for his conviction;
there are in this world no ends the
attainment of which is gratuitous.
But it is left to a man’s own de-
cision to choose between a ma-
terial advantage and the call of
what he believes to be his duty. In
the market economy the individual
alone is the supreme arbiter in
matters of his satisfaction.

Consumers Choose

Capitalist society has no means
of compelling a man to change his
occupation or his place of work
other than to reward those com-
plying with the wants of the con-
sumers by higher pay. It is pre-
cisely this kind of pressure which
many people consider as unbear-
able and hope to see abolished
under socialism. They are too dull
to realize that the only alternative
is to convey to the authorities full
power to determine in what branch
and at what place a man should
work.

In his capacity as a consumer
man is no less free. He alone de-
cides what is more and what is
less important for him. He chooses
how to spend his money according
to his own will.

The substitution of economic
planning for the market economy
removes all freedom and leaves to
the individual merely the right to
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obey. The authority directing all
economic matters controls all
aspects of a man’s life and activi-
ties. It is the only employer. All
labor becomes compulsory labor
because the employee must accept
what the chief deigns to offer him.
The economic tsar determines
what and how much of each the
consumer may consume. There is
no sector of human life in which
a decision is left to the individu-
al’s value judgments. The author-
ity assigns a definite task to him,
trains him for this job, and em-
ploys him at the place and in the
manner it deems expedient.

As soon as the economic free-
dom which the market economy
grants to its members is removed,
all political liberties and bills of
rights become humbug. Habeas
corpus and trial by jury are a
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sham if, under the pretext of
economic expediency, the author-
ity has full power to relegate every
citizen it dislikes to the arctic or
to a desert and to assign him
“hard labor” for life. Freedom of
the press is a mere blind if the
authority controls all printing of-
fices and paper plants. And so are
all the other rights of men.

A man has freedom as far as he
shapes his life according to his
own plans. A man whose fate is
determined by the plans of a su-
perior authority, in which the
exclusive power to plan is vested,
is not free in the sense in which
the term ‘“free” was used and un-
derstood by all people until the
semantic revolution of our day
brought about a confusion of
tongues. &
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CONTEMPORARY Western society
places high value upon two ideals:
individual liberty! and the rule of
law. Cursory examination of these
concepts seemingly reveals the
clear instance of inevitably war-
ring propositions. The current mi-
lieu of high rebellion versus “law
and order,” of do-your-own-thing
versus the sanctity of the tradi-
tional,? bringing into conflict per-
sonal action and public authority,
does little to disabuse the notion.
If law is defined as restraint on hu-
man action and liberty as the ab-

1 I use the terms “liberty’” and “free-
dom” interchangeably in this article, Ber-
lin suggests that there have been over
200 recorded definitions of liberty, Isaiah
Berlin, Two Concepts of Liberty (Oxford
University Press, 1958) 6; I do not intend
to catalog or examine all these defini-
tions. Rather, this article is concerned
with the search for a precise, valid defini-
tion of liberty, one which reveals and cor-
rects the current deterioration of the
concept. Berlin, id 16, does not believe
such a deterioration is taking place, but
see, contra, Lon L. Fuller, “Freedom — A
Suggested Analysis” 68 Harv. L. Rev. 1305
(1955).

See for a different analysis, Glanville
Williams, “The Concept of Legal Liberty,”
Essays in Legal Philosophy (University
of California Press, 1968, Summers ed.),
121-145.,

2 What the existent generation pres-
ently sanctifies as traditional and sacred
may not normally represent the great
value judgments and normative concepts
of the past. Today’s nominal conservative
may well mimic the radical of 30 years
ago. Witness the acceptance, by all but
the strict libertarian or voluntarist, of
social security, union monopolies, and the
Federal Reserve System,
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sence of restraint, the concepts are
inimical and conciliation impos-
sible. This article proposes briefly
to scrutinize individual freedom
and the rule of law, to determine if
the working definitions are accu-
rate, and to decide if overgeneral-
ization has obscured the whole
truth of partially valid tenets.

On the first blush, it may appear
singular for a law review to con-
sider the general quantity and
quality of the law. Such considera-
tions should have been long ago
made and laid to rest. It is much
more exciting to consider what the
law can do to and for man, with
or without his consent. Eradica-
tion of poverty, improvement of
the environment, and assurance of
economic equality for all men ring
a more responsive chord in the
breast of the sympathetic lawyer
than cold, jurisprudential analysis.

The existence of past analysis
does not mean that the present re-
iteration and refinement of essen-
tial ideas is unrewarding; we may
need a gentle reminder of the past,
and demonstration of its applica-
bility to the dynamic present. It is
the use of law for laudable goals
at the possible expense of human
freedom which commands re-ex-
amination. After all, most men
agree that clean air, good housing,
and a commodious job are desir-
able goals. The inquiry is not of
goals, but of the means to secure
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the goals; the end pre-exists in the
means.? If the rule of law can de-
stroy human action, such a fact
should be trumpeted to all con-
cerned ; before man surrenders his
freedom for an end, he may want
to know (1) if the suggested ac-
tion will achieve the end sought
and, if so, (2) if the end is worth
the price.

Definitions of Liberty and Law

The first step toward wunder-
standing and analysis is the devel-
opment of working definitions of
the concepts to be studied.

(1) Elements of liberty

A meaningful concept of liberty
presupposes a living, purposive,
choosing human being.# An inani-
mate object may be described as
being in a “free state” and yet it
would be singular to characterize it
as possessing liberty in the sense
that a man is free. A man, how-
ever, imprisoned in Salem, cannot
be in Paris or Rome or, indeed, in
any place but his cell, so he is prop-
erly described as unfree or re-
strained.

3 Leonard Read amplifies and refines
this truth orginally enunciated by Ralph
Waldo Emerson. See, e.g.,, Leonard E.
Read, Let Freedom Reign (The Founda-
tion for Economic Education, Inc,, Irving-
ton-on-Hudson, New York, 1969), 78 et
seq.

4 See Fuller, op. cit., at 1306-1307, for
comments upon how the “scientific meth-
od” trend encourages thinkers to “play
down” purpose.
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The prisoner example indicates
a second prerequisite for liberty:
the human actor must have a
meaningful range of alternatives.
The choice between remaining in
prison or being shot while attempt-
ing to escape presents little real
choice at all, but it remains a
choice. It becomes viable if condi-
tions in prison deteriorate to the
progressively intolerable. How-
ever, freedom does not presuppose
an infinite variety of choices.? One
may live in London, or Paris, or
Rome, but he cannot be present in
all three places at the same in-
stant, nor can he be on Saturn or
Uranus (at this stage of space
travel). Despite these limitations,
an individual can be described as
free. Man may be free despite his
finity; one is not denuded of lib-
erty merely because he cannot
think like Albert Einstein, leap
over buildings like Superman, or
play basketball like Bill Russell.®

5 See Berlin, op. cit., 7, and Fuller, id
1309-1310. Careful analysis of this re-
quirement destroys the naive “economic
slavery” argument. But see Marshall Co-
hen, “Berlin and the Liberal Tradition,”
10 Phil. Quar. 216, 225 (1960).

6 Thus, the specious argument concern-
ing maximization of human freedom by
rendering all men “equal” is bared, Man
can be free, meaningfully free, and not
possess the identical natural attributes
and choices of his fellows, Those who
would fit all men in a Procrustean bed not
only perform a disservice to those
stretched and squashed, but also mock
the meaning of freedom by using law in

INDIVIDUAL LIBERTY AND THE RULE OF LAW

359

A third essential element of in-
dividual freedom is a relationship
to at least one other human being.
A person is meaningfully free only
where his choice of alternatives is
unrestricted by deliberate human
interference, notwithstanding his
subservience to physical or bio-
logical limitations. Robinson Cru-
soe, alone on his island, is neither
free nor restrained. Only when he
encounters natives on his rustic
shore will the question of freedom
arise, because only then is there
possibility of deliberate human in-
terference with individual actions.

Fourth, some element of intern-
al and external restraint adheres
in the very definition of liberty;”
it is ineffective to equate liberty
solely with the absence of restraint
because such a definition could also
apply to a state of lack of freedorn.
Robinson Crusoe could be subject
to no deliberate human interven-
tion when he subdued the inhabi-
tants of his world and became ab-
solute monarch, but he could not
be styled free if he were subject to
uncontrollable fits of passion or
impulsive action which he could
not restrain. Thus, the internal
aspect of restraint, be it denoted
self-control, morality, or con-

the name of freedom to perform restrain-
ing acrobatics.

7 See J. Ebbinghaus, “The Law of Hu-
manity and the Limits of State Power,”
3 Phil. Quar. 14, 15 (1953).



360

science, is implied in the very defi-
nition of liberty.?

Some thinkers have also recog-
nized that unlimited power of hu-
man action without external re-
straint could result in license, an-
archy, and civil chaos. In such a
society, the “inferior” persons
would have only the freedom of
action permitted by their more
powerful neighbors; the ‘“superior”
beings might virtually enslave
their less fortunate fellows, but
they, too, would be unfree to the
extent that they were forced to
devote their time to coercive, as
opposed to creative, endeavors. To
the extent that the predator must
dissipate his creative powers in
use of force upon others, he, too,
is restrained, although his re-
restraint is self-imposed and by
his own choice.

Berlin’s analysis separates lib-
erty into “positive” and “negative”
aspects; negative liberty is con-
cerned with the inquiry, “In what
area is man left free to do what he

8 See Edmund A.Opitz, “Defining Free-
dom,” THE FREEMAN, Vol, 12, No, 9 (Sep-
tember 1962), 8, 5: “Rather than freedom
being the mere absence of restraint we
begin to see that freedom is indeed the
acknowledgment of certain kinds of re-
straints — or constraints. Inwardly a man
is free when he is self-determined and
self-controlling, Outwardly, a man is free
in society . .. when the limitations he
accepts for his own actions are no greater
than needed to meet the requirement that
every other individual have like liberty.”
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wishes without interference by
other men, singly or in the collec-
tive?”’? Implicit in this question
concerning liberty is the premise
that some restraint on human ac-
tion exists compatibly with free-
dom. To the extent that this area
of noninterference is contracted,
the individual is coerced and un-
free, but the very concept of an
area of noninterference presup-
poses some limitation.

The external restraint implicit
in liberty is a recognition of free-
dom of action as an equal right of
all purposive beings in society.l0
The necessary implication is that
liberty is not the total absence of
restraint. The quest is for the per-
missible limits of restraint. In the
words of Bastiat, liberty is ‘“the
freedom of every person to make
full use of his faculties, so long as
he does not harm other persons
while doing so . . . [and] the re-
stricting of the law only to its ra-
tional sphere of organizing the
right of the individual to lawful
self-defense. 2’11 Thus, the

9 See generally, Berlin, op. cit., 6.

10 See Fuller, op. c¢it., at 1322, Both
Berlin, id 8, and Fuller, at 1310-1313,
criticize Mill for believing all forms of
social order were undesirable; I wonder
if that is the correct interpretation. Ful-
ler claims that some order is necessary
to make choice meaningful, but query, the
relevancy of his examples.

11 Frederic Bastiat, The Law (Dean
Russell Translation, The Foundation for
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workable ideal of liberty is a range
of individual choice unhampered
by deliberate human interference
except insofar as intervention is
necessary to assure equal liberty
to all individuals.

Liberty has meaning because
man possesses the power to choose,
that is, the ability to observe,
measure, test, evaluate, and select
from alternatives.'? But this does
not mean that choice is meaning-
less unless liberty is also measured
in terms of power to accomplish
ends.’3 The freedom to do some-
thing does not imply success; it in-
cludes freedom to try and fail.
Freedom to undertake a venture
may well be of profound impor-
tance to the individual sans suc-
cess in the ultimate endeavor.
Hayek has wisely observed!* that

Economic Education, Inc., 1950), 51. See,
also, p. 6. The Law also appears in Fred-
eric Bastiat, Selected Essays on Political
Economy (D. Van Nostrand Company,
Inc., Princeton, New Jersey, 1964), 51-96,

12 W.E. Sprague, “What Is ‘Freedom’?”
THE FREEMAN, Vol, 12, No. 1 (January
1962), 38, 44; see also John C. Sparks,
“Freedom to Decide,” THE FREEMAN, Vol.
12, No. 10 (October 1962), 38, Berlin, op.
cit., 15, Note 1,indicates some of the many
variables to be considered in measuring
the amount of freedom a human being
possesses in a given situation.

13 This would seem to be the suggestion
in Oscar and Mary Handlin, The Dimen-
stons of Liberty (Harv, U, Press, 1961),
11, 18.

14 F, A, Hayek, “A Case for Freedom”
THE FREEMAN, Vol, 10, No. 10 (October
1960), 32, 34. See generally Professor
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the concept of liberty cannot be re-
gtricted to areas where we know
the result will be “good” because
that is not necessarily freedom;
freedom is required to attend to
the unpredictable and unknown,
and is desirable because the favor-
able results will far outstrip the
unfavorable. The libertarian!? is
not utopian; he only asserts that
liberty is the best condition for the
realization of the multiple goals
sought by purposive individuals.
He would not impose his choice
upon others; he merely asks that
others not interfere with his vol-
untary choice.

Individual freedom is the lack
of formal or informal external re-
straints imposed by one man or
group of men upon another, save
for the collective coercion aimed at
preventing individuals from acting
forcibly or fraudulently against
their neighbors. It is the absence
of human impediment to the vol-
untary action of fellow human be-
ings. The permissible limitation
on free choice is the recognition of
Hayek’s monumental work, The Constitu-

tion of Liberty (University of Chicago
Press, 1960).

15 This term is utilized to avoid a con-
fusion of labels fostered by the statist
prostitution of the nineteenth century
concept “liberal”; “Libertarian” or “Vol-
untarist” includes Mill (in his earlier
years), Constant, De Tocqueville, Bastiat,
the neoclassical economists, members of
the Austrian free market school of eco-
nomics, and persons in like tradition.



362

an equal ambit of choice to all
other men.

(2) The elements of law

I do not propose here to isolate
and analyze the phenomena de-
noted “law.” For the purposes of
this article, it is sufficient to iden-
tify several classes of law, well ac-
cepted as such in the contempo-
rary United States, and to limit
our analysis accordingly. This in
no way pretends that the proffered
classification is exclusive.

In general, law is a method of
control of human behavior, ordi-
narily accomplished by policies,
rules, orders, decisions, and regu-
lations, operative within a given
territorial unit; its ultimate au-
thority resides in the monopoly of
coercion possessed by the state.16
Coercion as an essential element
of the legal system cannot be un-
derstated, even where compliance
with law may be secured either by
mere threat of force or by subtle
forms of coercion.

16 The ongoing jurisprudential anal-
ysis of the concept of law cannot be ig-
nored or treated lightly. Although sub-
ject to criticism and disagreement, the
work of H, L. A, Hart stands tall among
his fellows; his influence must be
acknowledged. See, generally, Hart, H.
L. A.,, The Concept of Law (Oxford at
the Clarendon Press, 1961), passim. See
also Ronald M. Dworkin, “Is Law a Sys-
tem of Rules?”’ Essays in Legal Philos-
ophy (University of California Press,
1968 [Summers ed.]), 25-60.
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The law is coercive insofar as it
delimits the range of alternatives
otherwise open to the individual
actor, whether the results of non-
compliance are penal sanctions in
the traditional sense, or the fore-
closing of legal processes for re-
dress to the noncomplying individ-
ual. As indicated in the discussion
of external restraints inherent in
the definition of liberty, freedom
not only presupposes a system of
law but also could not survive in
the absence of law.1” However, an
equally valid proposition is that
liberty may be destroyed by the
misuse of law.1# Throughout the
remainder of this article, by ex-
ample and analysis, the interrela-
tionship of law and liberty and the
application of these two proposi-
tions will be explored.

Law and the Ambush of Liberty

Analysis of the relationship be-
tween law and liberty is compli-
cated by the fact that laws which
operate in society under the guise
of liberty may, in fact, be inimical
to the freedom ideal. All law actu-
ally premised upon such masquer-
ading concepts may obstruct in-
dividual liberty, but the possibil-
ity of erosion of the concept is so
likely that it is necessary to un-

17 See Fuller, op. cit,, 1314, Berlin, op.
cit., 5.

18 Bastiat, Frederic, The Law, op. cit.,
11.
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mask some of the most common
interlopers.

(1) Strange bedfellows: Liberty,
Equality, and Fraternity

When liberty is properly defined
as the absence of human interfer-
ence with the actions of a pur-
posive individual except to the ex-
tent required to assure like liberty
to all other individuals in society,
liberty and equality become singu-
larly discordant companions. Lib-
erty has long survived the grave-
yard of dogma because the liber-
tarian accepts man as he finds him,
an extraordinarily complex, voli-
tional being, capable of creation or
destruction, searching for multiple
goals;19 equality is curiously in-
compatible with both liberty and
the nature of man, because the
egalitarian refuses to accept man
as he finds him. The egalitarian
all too often bottoms his view on
the premise that mankind is es-
sentially brutish and incompetent,
incapable of betterment and unde-
serving of salvation, although the
same thinker may posit that man
acting in the collective somehow
achieves great creative powers.20

19 See Wendell J. Brown, “What Lib-
erty Is,” 47 ABA J 290, 291 (1961).

20 Witness the modern egalitarian lib-
eral. He gives lip service to the concept
that all men are created (or must be
made) equal, yet he distrusts man and
his capacity to choose; he would fore-
close choice or impose his choice upon
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Liberty is both a desirable and
achievable goal; equality is nei-
ther, unless equality means “equal-
ity before the law,” equal treat-
ment of saint and sinner found in
the same posture or circumstance.

This confusion of concepts is
partially caused by the association
of the word “equality” with the
American and French revolutions
of the eighteenth century, tradi-

other men. His goal seems to be to seize
control of governmental apparatus and
choose for an unwilling multitude that
which they “need” or *“should choose,”
apparently if they understood the prob-
lem as well as the egalitarian liberal
thinks he does. (Yet these same demented
members of the mass apparently have
enough native intelligence to elect our
liberals to office.) Apparently it is right
to help your fellow man; apparently also,
to the liberal, free individuals do not as-
sist their unfortunate brothers; there-
fore, the liberal takes charge and makes
the choice (who and how much to help)
and a swelling welfare system is nurtured
and sanctioned by law.

Again, the liberal cannot accept the
possibility that free individuals could
carry the mail safely, quickly, and more
efficiently than a public service, and thus
a governmental mail system lives on at
an amazing cost and grinding inefficiency.

For examples of “governmental” func-
tions which could and have been per-
formed more adequately by private in-
dividuals, see the interesting little book
recently published, William C. Wooldridge,
Uncle Sam, The Monopoly Man (Arling-
ton House, New Rochelle, New York,
1970), For two views of the American
liberal in his element, see M. Stanton
Evans, The Liberal Establishment (The
Devin-Adair Company, New York, 1965)
and William F. Buckley, Jr., Up From
Liberalism (Hillman Periodicals, Inc.,
New York, 1961).
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tionally associated with the search
for freedom. A literal application
of the egalitarian concept may be
utilized to level society by fitting
men of varying potentialities to a
Procrustean bed measured to the
least fit. Those possessed of the
least measurable potential might
be made happier by this process,
but the result would not be free-
dom. Equality is consonant with
liberty only in a limited sense;
the equality comprehended by the
Declaration of Independence and
the libertarian tradition was
equality of birth, without vested
privileges provided by the state,
and equality before the law, an
equal liberty to utilize one’s facul-
ties and potential to his own ends,
to succeed or fail, to determine his
own destiny without special favor
of discrimination.2!

Fraternity possesses a subtler
but very real possibility of shroud-
ing liberty. Berlin has clearly in-
dicated that the cries of oppressed
classes and nationalities for “lib-
erty” often obscures their real de-
sire, that of recognition by other
men of one’s own human worth.22
This search for status may lead to
the worst kind of demagoguery
and oppression, since the individ-

21 An excellent article dealing with the
true nature of equality is to be found in
R. Carter Pittman, “Equality Versus Lib-
erty: The Eternal Conflict,” 46 ABA J.
873 (1960).

22 Berlin, op. cit., 39-47,
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ual sacrifices his liberty for the
realization of group status, and in
return receives recognition by the
group. It is not the motive to be
recognized by one’s fellow man
which is wrong, for this is a very
real human desire. Rather, it is
the sacrifice of voluntary action in
the name of liberty which results
in illiberal acts committed in the
name of liberty which is wrong;
the submission of the individual to
the group renders him less human
by his escape from moral responsi-
bility for his aects, placing re-
sponsibility and choice in the
hands of the will of the group,
which normally means the will of
the loudest or the most violent.
The fallacy lies in the fact that
fraternity consonant with true lib-
erty cannot be enforced — it must
be voluntary.23
(2) Liberty and self-government:
Berlin’s positive liberty

Another concept masquerading
as liberty is the natural desire to
be self-governing, or “democracy.”
Berlin has analyzed the problem
of liberty as confusing the ques-
tion of “to what extent shall I be
free in my actions from the delib-
erate intervention of others?”’
with the inquiry, “To the extent
that I am to be coerced by others,
who should coerce me?’2¢ Cohen
has taken issue with this analysis,

23 Bastiat, op. cit., 25,

24 Berlin, op. cit., 6-19 generally.
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terming it “academic, inflated and
obscure.”2?5 He argues that Berlin
confuses the positive-negative lib-
erty distinction with a distinction
between individual liberty and
public authority, and that the tra-
ditional libertarian thought was
identified not only with a search
for “negative” liberty, but also
with the development of self-gov-
ernment.26

Despite these criticisms, there
is a distinction between the form
of the state and the area of nonin-
terference.2’” Democracy can be as
subvertive of liberty as autocracy;
51 per cent of the electorate could
vote to plunder and pillage the re-

25 Cohen, op. cit., 216.

26 Cohen, id generally, especially 217.
Of course these are not the only argu-
ments advanced against Berlin’s thesis
in this well-written article, For example,
at page 222, Cohen claims that economic
tyranny parades as a negative liberty
concept, and that people have a drive to
be “free” from this oppression; it is ob-
vious that Cohen has fallen into the eco-
nomic slavery fallacy here.

27 Of course, there is nothing new in
what Berlin says; Bastiat, writing in
1848, stated, op. cit., 16:

“In fact, if laws are restricted to pro-
tecting all persons, all liberties, and all
properties; and if law were nothing more
than the organized combination of the
individual’s right to self-defense; if law
were the obstacle, the check, the punisher
of all oppression and plunder —is it likely
that the citizens would then argue much
about the extent of the franchise?”

See also Berlin’s contentions, op. cit.,
on the confusion between liberty and sov-
ereignty, pp. 47-52.
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maining 49 per cent; a progressive
income tax obviously limits the
freedom of those in the higher
brackets for the alleged benefit of
the majority who reside in the
lower brackets. On the other hand,
it is possible to hypothesize an ab-
solute monarch who governs solely
within a strictly limited sphere of
state action, preventing fraud and
violence, and providing for the set-
tlement of private disputes.

Once this basic distinetion is
recognized, Cohen’s criticism is
rendered less vital. To acknowl-
edge the distinction between lib-
erty and self-government, and to
admit the possibility of perversion
of democracy into mob rule of
might-makes-right, is entirely dis-
tinct from contending that self-
government is undesirable or less
favorable than another govern-
mental system. Certainly libertar-
ian tradition has consistently con-
cluded that self-government not
only fulfills the basic human de-
sire to be master of oneself, but
also provides the most likely form
by which to secure the condition
of liberty.

But, Berlin asserts a salient
proposition that the desire to be
master of one’s own self can de-
generate into the worst kind of
totalitarianism.2® The demented

28 Id 16-19, 25-29. Again Bastiat was

over a century ahead of Berlin on recog-
nizing the dangers presented by Rous-
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idealist glorification of the state
influenced two vicious forms of
state barbarianism in this century,
national socialism and commu-
nism. Yet this very idealism com-
menced with the premise of a nat-
ural desire to master one’s own
destiny; it was perverted when it
became hopelessly confused with
the belief that the ends of each
man, rationally measured, would
always coincide with those of ev-
ery other man, Therefore, the gen-
eral will represented the “rational
choice” of each member of society,
although a given individual mem-
ber might be blind to his “real
gelf” and therefore his choice
would have to be made for him by
a master more rational than he.2?

This is, of course, the same tired
argument of all tyrants, that the
state must do for man what he
cannot do for himself. Since the
state is a coercive, not a creative,
force, there is nothing it can do,
except use force, that man, singly
or in voluntary association, cannot
do for himself. It may, however,
do things a volitional individual
would not do;3° this reveals an-
thilosophy; compare Berlin, 1bid.

48-49, with Bastiat, op. cit. 44-46; see
also Pittman, op. cit., generally.

20 Berlin, id 29-39, especially p. 39,
showing how liberty and authority tend
to become identical.

30 For example, under the specious ar-
gument that “men cannot do this for
themselves” the state may coercively de-

THE FREEMAN

June

other evil, since an individual rec-
ognizes less responsibility for the
consequences of a choice where his
personal choice is one step removed
from the effecting cause.

On a somewhat lesser, but no
less pernicious, plane, the Fabian-
ism sweeping the West3! today
proceeds upon the same illogic,
idolizing the expert and the plan-
ner who know better than the cit-
izenry what the latter “wants”
done in a given situation. The lib-
ertarian recognizes the vital truth
that not only are the ends of man
in potential conflict32 but also that
individual voluntary action is the
only ‘method by which one’s des-
tiny can be completely and morally
determined, even if the determina-
tion so chosen might appear “ir-
rational” to an observer.33 To be
free is to be allowed to make one’s
own mistakes.

prive individuals of their property (tax-
es) and enter into an uneconomic project
— it is likely that this is the rational
analysis of federal space exploration, See
how private action can solve, and has
solved, many problems which are posited
as “necessary state action” in Wooldridge,
op. cit., 20.

31 Exemplified, for instance, in the
works of John Kenneth Galbraith,

32 See Berlin, op. cit., especially 52-57.

33 Note, I do not say “disinterested”
observer. Quite often we neglect analysis
of the interest of those persons who want
to do something “for” us, those who pose
as unbiased and disinterested experts.
Their real interest is often anathema to
the cause of voluntarism,
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(3) Liberty and security
Security, occasionally mislabeled
“liberty,” is a common end sought
by man. Security might be said to
be the barter of freedom in order
to satisfy a desire to avoid choice,
agreeing to acquiesce in the choice
of another. Although liberty in-
herently posits individual choice
for oneself, it does not prevent the
choice for ‘security” in all in-
stances. Security is inimicable to
liberty where one not only chooses
not to choose, but his choice, or-
dinarily in the collective with
other similarly situated, operates
by some sanction to force that
choice upon another unwilling in-
dividual.3¢ Man commonly desires
to plan for his retirement or old
age; it is not a perversion of lib-
erty to choose to enter a voluntary
arrangement whereby a private in-
surer plans a retirement program
for consideration. However, where
51 per cent of the voters choose a
state-enforced program binding ali
present and future citizens, it is
clear that the quest for security
has resulted in a deprivation to
the liberty of the unwilling who
34 Mr. Sollitt concisely describes the
situation: “We invented a fascinating
new parlor game in which we all stand
in a circle, each with his hand in the
next person’s pocket, all seeking to get
richer thereby.” Kenneth W. Sollitt,
“Tour Foundations of Freedom,” VIII
Essays on Liberty, 176, 181 (The Foun-

dation for Economic Education, Inc., Irv-
ington-on-Hudson, New York, 1961).
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wish no program at all, or, more
likely, wish to plan for the future
in accordance with their unique
gituation.

An amazing example of confu-
sion of terms in high places is the
illogical shift in the infamous
“four freedoms” speech.3’ Coupled
with the two accepted adjunct
freedoms, expression and religion,
are two interlopers, freedom from
want and freedom from fear. More
amazing still is the fact that these
false freedoms have wormed their
way into accepted political pro-
grams without criticism, accepted
as respectable as though they could
be achieved in fact. “Freedom
from want and fear” may repre-
sent basic human desires but to
call them freedom is foolish.3¢

(4) Enforced orthodoxy

Again, liberty may be confused
with a system of enforced ortho-

35 See Frederick A, Manchester, “The
Tricky Four Freedoms,” VII Essays on
Liberty (The Foundation for Economic
Education, Inc.,, Irvington-on-Hudson,
New York, 1960), 272.

36 Unless man earnestly desires the
bottled-baby routine of a brave new
world, I seriously question whether “free-
dom from fear and freedom from want”
are possible, “Fear” is a singularly in-
ternal matter which cannot be cured by
state-sanctioned bread and circuses; and,
as I studied economics, that whole en-
deavor was based upon the major premise
that man’s wants are insatiable and that
the supply of goods is limited, so it would
seem that “want” cannot be satisfied by
autocratic or bureaucratic fiat.
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doxy, sometimes signified the “con-
sensus” fallacy, which provides for
such a limited range of choice that
the individual is not really free at
all. Sunday laws are a common ex-
ample of this concept, where re-
ligious freedom means freedom to
be religious in the manner recog-
nized by the community. Compul-
sory franchise laws, existent in
both Eastern and Western nations,
provide another example where a
citizen must vote, although he may
have a real, not a perfunctory,
choice between candidates who
may represent diverse positions.
Freedom must include freedom to
abstain or it cannot be freedom;
to claim that the Soviet hegemony
has free elections is a mockery.
The most obvious example appears
in the enforced othodoxy of con-
scription, now under some sem-
blance of attack in the halls of
Congress.3” The concept of a con-
script fighting for freedom could
be humorous if the milieu were
not so deadly serious. The cause
of freedom has suffered much in
making the world safe for democ-
raey.

37 While the “conservative” libertarian
has long recognized the diminution of
freedom inherent in the Universal Mili-
tary Training Act (see Candidate Gold-
water’s recommendations for an all-
volunteer army in the 1964 presidential
campaign), it is only recently that the
idea has found favor with the liberal
politicians and media. Now that the con-
cept is popular, many rush for a seat on
the bandwagon.
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(5) The question is:
Freedom for whom?

Liberty achieves its true station
when it is equally applicable to
each individual in society;38 this
is implicit in the definition of lib-
erty as the absence of human in-
terference with individual actions
except as is necessary to insure
equal freedom for all. Yet, an “un-
equal liberty” may parade under
the mask of liberty; this inter-
loper may partake of some attri-
butes of liberty, but only for a lim-
ited group of persons. For ex-
ample, a slave society might be
found where the ideal of liberty
existed for the ruling class alone;
to the extent of slavery enforced
by coercion, that society is re-
strained, not free. In fact, the rul-
ing class is itself less free, albeit
by deliberate choice, in two senses:
(a) it must allocate part of its re-
sources to the continuation of
slavery, instead of releasing these
forces for creative endeavor, and
(b) to the extent that the enslaved
clags does not operate to its crea-
tive potential because of the op-
pression, the rulers suffer the loss
of that potential outflowing of pro-
ductivity.

When examining a restrictive
norm allegedly enacted or adduced
to advance freedom, a relevant in-

38 But what of the defective, aged, and
insane who must be incarcerated “for
their own good”?
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quiry is “freedom for whom?” If
the law extends privileges to one
group at the expense of others,
and is not founded upon the legiti-
mate state function of preventing
fraud and violence and providing
for the adjudication of private
disputes, then it does not achieve
liberty.3®

In our legitimate concern over
the mistreatment of colored per-
sons for two centuries, we now
fail to see that the liberty of the
employer is restricted when he is
forced to hire a Negro applicant
against his will, and the liberty of
a storekeeper is limited when he
is forced to serve those he does not
wish to serve at his lunch counter.
An entirely different inquiry is
presented when white persons,
singly or collectively, with or with-
out authority of law, coerce col-
ored persons and prevent them
from voting, breach the doors of
their church and harrass their
peaceful meeting, or fail to pro-
vide an equal administration of
justice for persons of all races by
excluding qualified Negroes from
the venire,

39 Tt would seem that some of the prob-
lems presented may be reduced to the
question of advisability of prior re-
straint, that is, whether a restrictive law
ought not to be enacted because if that
law is not passed there is a possibility
of abuse of freedom. I think Hayek’s
argument, op. ¢it., would sufficiently an-
swer this contention.
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(6) The divisibility fallacy

Statist philosophy often ob-
scures the essential fact that lib-
erty is indivisible, Failure to
educe this element tends to lead
the less sophisticated apologist for
unwarranted state intervention to
justify governmental extension on
the grounds that ‘“human rights
take precedence over property
rights.” So stated, the proposition
is clearly unsound and a negation,
because of the identity of subject
and object. “Property’’ possesses
no rights, any more than air, or
dogs, or cinnamon possess rights;
rights inhere only in individual,
volitional beings. Property rights
are human rights.*0 Thus, the con-
tention really means that the lib-
erty of some persons must be cur-
tailed and in some mystical way
the liberty of other persons will be
expanded.

What those propounding this
argument truly mean is that cer-
tain aspects of liberty should be
restricted while others remain un-
molested (for the time being), but
emotive words are utilized to se-
crete the true justification. Thus,
while the United States currently
witnesses a growing recoghition
and sanction of the constitutional-
ly specified freedoms of speech,
press, association, and religion, an

40 See William Tolisches, ‘“Private
Property and Freedom,” THE FREEMAN,
Vol. 11, No. 2 (February 1961), 46.
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over-all diminution of liberty oc-
curs.4!

The clearest present deprivation
of liberty is to be found in the
market place where state interven-
tion has whittled down the indi-
vidual’s choice of alternatives. Be-
cause of the artificial human-
rights-property-rights distinetion,
there has been acceptance of the
tenet that freedoms of association,
speech, press, and religion can
somehow survive without economic
freedom. This is preposterous: as
the market becomes more con-
trolled, these adjunct freedoms
lose strength. Freedom of the
press means little where the state
controls the supply of newsprint;
freedom of speech and association
are fine unless the state owns all
the available meeting places; free-
dom of religion can be destroyed
if land and building materials for
the construction of structures of
worship belong to the state, since
the state affixes conditions of use
to that which it owns or controls.
The rights of freedom of speech,
press, association, and religion are
all dependent upon economic free-
dom because, to be effective, they
must utilize the product of the
market, and where the state con-

41 Dean Russell, “Freedom Follows the
Free Market,” X FEssays on Liberty
(The Foundation for Economic Educa-
tion, Inec,, Irvington-on-Hudson, New
York, 1963), 198, 200-201.
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trols production and distribution,
it controls ultimate use. Market
control is not price control or rent
control — it is people control.42

Liberty: Encouraged or
Destroyed by Law

To ascertain the relationship
between liberty and the various
functions which law performs as a
device for securing social order, it
is desirable to separate several ob-
vious types of laws and examine
their peculiar relationship to lib-
erty, noting how each class of law
can either encourage or destroy
individual freedom.43

(1) Criminal duty-imposing
rules

Criminal law provides for the
redress of harm done to individ-
uals when the harm is such that
its existence threatens the very
structure of society and all per-

42 See. generally, Russell, <d, and also
his article, “Basis of Liberty,” THE FREE-
MAN, Vol. 12, No. 7 (July 1962), 9. See
also, Sparks, op. cit, 44. There is a cur-
rent argument advanced that desirable
characteristics can blossom in a severely
restricted society which restrains indi-
vidual liberty; this contention is sup-
posed to obviate the contention that lib-
erty is necessary for the morality and
productivity of man. It seems clear, how-
ever, that creation in the restrictive so-
ciety is not caused by state intervention
but in spite of it.

43 Bastiat, op. cit., 8-9, attributed the
destruction of liberty to greed or to false
philanthropy.
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sons situate therein, Criminal laws
are absoiutely necessary to the ex-
istence of liberty because their
function is to protect the individ-
ual, by deterrence and penalty,
from infringements on individual
liberty by those who would tres-
pass upon the equal freedoms of
others. 1f nothing else is achieved
by the state, it should at least iso-
late those who would forcibly and
fraudulently deprive their neigh-
bors of life, liberty, or property.
It is difficult to imagine a system
where liberty could flourish with-
out institutions to prevent indi-
vidual or collective force and
fraud against one’s neighbors.
Criminal laws restrict liberty to
the extent that they inhibit the
individual from his free choice.
Thus, this limitation of liberty is
necessary and desirable for liberty
to survive.

It may seem curious to assert
that criminal law, customarily so
devoted to the equal protection of
individual life, liberty, and prop-
erty from the transgressions of
others, could be perverted into a
destroyer of freedom. However, a
legal system which fostered plun-
der of property by making individ-
ual resistance thereto unlawful
certainly would restrict liberty.
Freedom is unduly inhibited where
the criminal laws utilize and sanc-
tion that which is proper human
action, not interfering with the
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equal liberty of all, such as Sun-
day laws, usury laws, consensual
crimes between adults not in the
public view, and minimum wage
laws. 44

(2) Cwvil duty-imposing laws

The law performs another es-
sential function by providing in-
stitutions for civil recovery of
individual restraints on human ac-
tion, commonly denoted the ‘“ad-
ministration of justice.” Conduct
restricted may or may not also be
criminal. For example, P’s free-
dom is obstructed when D negli-
gently strikes him with an auto-
mobile, to the extent that P’s life
may be shortened, his freedom of
movement hampered by a broken
leg, or his property taken for the
payment of medical bills. There-
fore, D’s freedom of action is
justly restricted to the limit of

44 Ayn Rand’s epic, Atlas Shrugged
(Random House, New York, 1957),
graphically described a system where the
criminal laws were perverted to destroy
liberty.

Usury laws may be civil or ¢riminal; in
either milieu, they are untenable restric-
tions on voluntary action, Why should I
be limited by the state in the amount I
can charge for the use of my money? It
is my property, after all; if the borrower
doesn’t want to pay the price, he can (1)
go elsewhere, or (2) refuse to borrow. He
need not deal with me. The recent eco-
nomic upheaval in the United States has
aptly demonstrated the superciliousness
of usury laws. The recent prime rate high
point exceeded the allowable maximum
rate of interest in some jurisdictions,
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taking some of his property at P’s
instance to compensate P for his
loss; D’s freedom of action is re-
stricted but only by the conse-
quences of his wvolitional act.
There is mno proper penalty for
negligence; a restriction of lib-
erty is valid only where D is at
fault and that fault causes the
deprivation of another’s freedom.*®
If, however, D intentionally struck
P, he might be both civilly and
criminally liable; not only would
D restrict P’s freedom of choice
and action but also he would con-
stitute a danger to society as a
whole.

Civil-duty laws destroy liberty
where liability is imposed upon D
without any fault, or without any
causal connection between his ac-
tions and P’s injuries. Thus, laws
providing for status or absolute
liability,%® justified only on the
basis of the ‘“deep-pocket” doe-
trine, or the theory of “enterprise
liability,” represent legally sanc-
tioned deprivations of liberty, as
does the trend toward state-en-
forced insurance and compensation

45 See, concerning the doctrine of fault
in tort law, Foley, Ridgway K., Jr., “The
Doctrine of Fault; The Foundation of Ex
Delicto Jurisprudence,” 36 Ins. Counsel J.
338-346 (1969).

46 See, concerning the development of
the absolute liability of seaworthiness in
maritime law, Foley, Ridgway K., Jr., “A
Survey of the Maritime Doctrine of Sea-
worthiness,” 46 Or. L. Rev. 369-421
(1967).
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schemes. Where an individual is
mulcted for results not of his mak-
ing, where he is not “at fault,” his
liberty is unfairly restricted and
the society falls short of the ideal
of freedom. Where the individual
is made to pay for the conse-
quences of acts volitionally done
(his fault), the lessening of lib-
erty is justified.

(3) Laws channeling or confer-
ring powers

Rules providing procedures by
which the individual can achieve
the results of his voluntary and
consensual associations with other
persons may augment the ideal of
liberty. Law in the early United
States, by the development of
many of these rules, fostered the
nineteenth century outburst of
creative energy.4” Even a frontier
society required a law providing
for the recordation of land titles,*8
and norms for enforcing individ-
ual agreements voluntarily
reached, as well as rules for the
adjudication of private disputes.

Power-conferring rules restrict
liberty when they deny enforce-
ment procedures for individual ac-

17 See, Handlin, op. cit.,, ¢. IV; see,
also, an excellent little book, James Will-
ard Hurst, Law and the Conditions of
Freedom in the 19th Century United
States (U, of Wis. Press, 1956).

48 But query, could not this be achieved
privately, without state intervention ex-
cept to sanction the agreements and de-
cide disputes?
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tion not following prescribed pro-
cedures; they do not prevent vol-
untary individual resolution of
problems by other means if en-
forcement is not required. There
is no prohibition of a sale of
Blackacre by oral agreement be-
tween B and S, if both parties
carry out their bargain — it is only
when one party reneges that the
statute of frauds prevents enforce-
ment. Again, the law-conferring
powers will not penalize B for fail-
ure to record title to Blackacre,
and if no other claimants appear,
B’g title is secure. The power-con-
ferring rules destroy liberty only
when they are used to restrict hu-
man endeavor, to‘allocate market
resources, or to promote favorit-
ism.

Curiously, many writers have
considered the nineteenth century
United States as a laissez-faire
economy where freedom was given
free rein, and the government per-
formed only the functions of a
night watchman. Proceeding from
this naive premise, they draw the
equally absurd conclusion that law
must positively restrict individual
freedom in order to prevent real
or imagined evils flowing from
the “libertarian experiment.”’4®

First, nineteenth century Amer-
ica clearly enjoyed less restriction

49 This seems to be a common argu-
ment justifying the modern welfare state,
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on human action than any earlier
society in history; however, the
claim that the limitations were
only those of a policeman prevent-
ing malum in se crimes ignores
historical fact. Writing at mid-
century, Bastiat indicated two
particular areas of restraint, slav-
ery and protective tariffs.?® To
these can be added, by way of
nonexhaustive example, the in-
ternal improvement schemes of
Henry Clay; the fostering of pub-
lic education; the grant of monop-
oly power to private groups in the
“public interest’”; national control
of finance; licensing and regula-
tion of navigation and improve-
ment of harbors; and direct or
indirect encouragement of trans-
portation; not to mention state
tinkering with money, coinage,
and banking in relation to the
finance powers.5! Moreover, the
argument falsely focuses only up-
on the Federal government, which,
admittedly, was more concerned
with the problems of federalism
prior to the Civil War. One cannot
overlook state and local restrictive
activities, including commercial
regulation, licensing, subsidies,
and monopoly grants under an ex-

50 Bastiat, op. cit., 19,

51 For a discussion of many areas of
governmental action in the nineteenth
century, see Hurst, op. cit.,, generally,
and especially 6-9, 41, and 51-53. See also,
Handlin, op. cit., generally.
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panding concept of the police
power.52

Second, the “Golden Age”33 ar-
gument assumes that individual
liberty was responsible for
“abuses” of the nineteenth cen-
tury, proceeding from the un-
tenable tacit assumption that lib-
erty was meant to be a panacea
leading to utopia. The libertarian
contention is only that volunta-
rism is the best system for a fal-
lible but improvable mankind.

52 It is too often forgotten that state
governments in the United States gen-
erally possess a residuum of power and
their Constitutions merely carve out a
minimum area of noninterference, while
the Federal Constitution, in theory,
strictly limits the exercise of national
power by the concept of delegated pow-
ers, It is submitted that a residuum of
power ought to vest in the individual, not
in the state or local government, in order
to secure the ideal of freedom. To fail to
see this is to fall into the traditionalist
trap of Henry George and Albert Jay
Nock, who apparently believed that if the
government were close to the people it
would not likely abuse its powers; not
only does this confuse Berlin’s positive
and negative liberty, but also it betrays
a lack of perception of the real world.

53 Berlin, among others, has treated
individual liberty as a recent develop-
ment, primarily limited to the North
American Continent and Northern Eu-
rope, beginning with the late eighteenth
century. Yet, certain salient aspects of
individual liberty are present in some an-
cient cultures in the East, and certainly
it is unwise to overlook the Sarcenic de-
velopment; see Henry Grady Weaver,
The Mainspring of Human Progress
(The Foundation for Economic Educa-
tion, Inc., Irvington-on-Hudson, New
York, 1953).
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Likewise, the conclusion that lib-
erty caused abuse is untenable;
empirically, most ‘“‘abuses” were
conditioned by law, not liberty,
and flow from failure to properly
provide sanctions against trespass
on liberties or unwarranted inter-
diction of human freedom, direct-
ly or by delegation to private
groups.

Third, the argument overlooks
the positive function performed
by the law in the nineteenth cen-
tury; for example, the Federal
judiciary under the Interstate
Commerce Clause prevented the
erection of internal barriers to
free trade by mercantilist states
at the behest of favored local busi-
nesses, and the states followed a
liberal policy of granting charters
to associations and providing a
remedy for failure of subscribers
to a capital pooling venture to
carry ou their voluntarily entered
bargains.5¢

(4) Adjudicative laws

The development of individual
freedom requires a body of law
relating to the administration and
settlement of private disputes.
Without adjudicative rules, there
would be great difficulty in effect-
ing the rules imposing civil or
criminal duties, or conferring
powers, since there would be no

54 See Hurst, op. ¢it., and Handlin, op.
¢it., generally,
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organized institution of enforce-
ment. Common examples of ajudi-
cative rules are regulations relat-
ing to the qualifications, selection,
and tenure of a judge, conciliation
commmission or arbitrator, rules
of evidence and procedure for
guiding the presentation of the
dispute and enforcing the official
determination.5s

Adjudicative rules restrict indi-
vidual liberty by narrowing the
choice of alternatives in the choice
of court, judge, procedure, and
evidence, and excluding the choice
of self-help, but they are justified
on the ground of making choice
meaningful. Absent the central
administration of justice, civil
chaos would reign. However, the
ideal of liberty is perverted when
adjudicative rules are used to dis-
criminate against some persons
seeking legal redress or where the
law is used to unduly restrict lib-
erty. For example, where colored
people are customarily excluded
from the venire, liberty is im-
periled. Likewise, where the legal
system no longer requires proof
of fault or causation for civil re-
covery, but only that the defend-

55 Jd, generally. The “law-less” nine-
teenth century certainly produced some
marked improvement in this category of
law, for example, the Field Code, which
attempted to limit the common-law tech-
nicalities and assure that all persons
could quickly bring their disputes before
an official tribunal,
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ant possess a deeper pocket, and
upon Ssuch proof authorizes and
enforces recovery, the law is mis-
used and reduces the defendant’s
freedom.

(5) Laws for making laws

Closely related to adjudicative
rules are the law-making laws;
adjudicative rules make law in the
sense of the law of the case and
in the sense of precedent; law-
making laws provide procedures
and qualifications for the passage
of general laws, limitations on
law-making powers, and grants of
law-making powers. Common ex-
amples of law-making laws are
those setting forth qualifications
and tenure of public officials; local
initiative, referendum and recall;
home rule; rules of procedure
within legislative, executive, or
administrative bodies; rules of
court; and the procedural appa-
ratus for publicizing laws.

Law-making laws also include
rules against potential laws and
the abuse of law-making power by
providing a line beyond which
there is no law-making power
extant. For example, constitu-
tional prohibitions against taking
property for public use without
just compensation, impairing the
obligation of contracts, and the
whole gamut of provisions in the
Bill of Rights contain absolute
restrictions to protect the indi-
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vidual from collective interference.

Additional norms within the
category of law-making laws are
rules prescribing the proper func-
tions of the state; here the great-
est destruction of individual free-
dom has occurred. Where restric-
tions against state interference
with individual liberty are per-
verted by legislative fiat or judicial
interpretation, so as to permit the
state to become a producer in the
market, as occurred in the devel-
opment of the Tennessee Valley
Authority or Social Security Pro-
gramsg, individual liberty suffers
as a consequence.’®

The Value of Liberty
and the Role of Law

To this point I have proceeded
upon the major premise that a
maximum ideal of individual lib-

56 To belabor the obvious, when one is
compelled to participate in a bankrupt
state insurance scheme, his freedom is
lessened; he loses property to the state
and he effectively loses his choice to plan
his own future,

Again, when the state co-opts the pow-
er-producing and distribution system in
an area, the individual no longer has a
choice of suppliers if he wishes to use
electricity, nor does he have the oppor-
tunity of entering the business in compe-
tition with the state. And, he must pay
over part of his property, through taxa-
tion, to support the system and pay
through subsidy for the current used by
his neighbors.

Of course, the examples suggested are
but two of many intrusions into the mar-
ket by an expanding state.
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erty is desirable and the proper
role of the law is to foster and
protect that ideal. Some reasons
for this premise follow:

(1) Only wunder conditions of
individual liberty can man be a
truly responsible moral agent.57
Choice presupposes responsibility
and fosters it; if a man is unable
to choose because of restraint he
is, to that extent, dehumanized.
The choice not to choose at all but
to pass that choice to a nonre-
sponsible collective is a choice per
se and the burden for the conse-
quences of the allocation by the
collective must rest, in last analy-
sis, upon the ultimate choice-
maker, the individual who refused
or refrained from choosing. (2)
Only with the conditions of maxi-
mum liberty can man’s creative
nature have full sway in the solu-
tion of his problems; liberty is a
singular concept, having no fixed
ends in itself, and presupposing
that ends are open and only the
individual can best choose for
himself.58 (3) With maximum lib-

57 See, Sollitt, op. cit.; Clarence B. Car-
son, “Individual Liberty in the Crucible
of History: 6. A Rebirth of Liberty,” THE
FREEMAN, Vol, 12, No. 10 (Qctober 1952),
3; Sprague, op. ¢it.; Dean Russell, “What
Freedom Means,” THE FREEMAN, Vol, 11,
No. 12 (December 1961), 18.

58 See Sylvester Petro, “Freedom and
the Nature of Man,” THE FREEMAN, Vol.
11, No. 9 (September 1961), 9; Brown,
op. cit.; Hayek, op. cit.; Russell, “Basis
of Liberty,” op. cit, See also, Hurst, op.
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erty and the concurrent release of
individual creative power, man
will produce the greatest abun-
dance of material, as well as spir-
itual, wealth possible. 5

In summary, then, what is indi-
vidual freedom and what is the
proper function of law? Liberty
is the absence of human interven-
tion with the endeavors of an in-
dividual to utilize his life, liberty,

cit., 5-6 where he recognizes this as a
major premise of the nineteenth century
political thought. For further elucidation,
see generally, Leonard E. Read, The Com-
ing Aristocracy ( The Foundation for Eco-
nomic Education, Inc,, Irvington-on-Hud-
‘son, New York, 1969); Leonard E. Read,
Talking to Myself (The Foundation for
Economic Eduecation, Inc., Irvington-on-
Hudson, New York, 1970).

No man is able to understand the vari-
ables and influences present in the deci-
sion-making milieu facing any other hu-
man being; only the actor is capable of
a reasoned choice, This is not to say that
it will always be the “best” or the “right”
choice when viewed by a third-party ob-
server, It is to say, however, that it is the
best and right choice for the actor, cer-
tainly superior to the judgment of any
other man or collective at that time. And
even if the choice were not the best, it
would still be desirable to allow the actor
to chose, because (1) it is his destiny at
stake, and (2) no group or collective is
better positioned to make the choice. As
Nock wrote: “The practical reason for
freedom, then, is that freedom seems to
be the only condition under which any
kind of substantial moral fibre can be
developed,” Cogitations from Albert Jay
Nock (The Nockian Society, Irvington-
on-Hudson, New York, 1970, Thorton
ed.) 63,

5% Id, Note 57.
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and property (and all adjunct
rights flowing therefrom) as he
sees fit and for the ends he de-
gires, limited only by the equal
liberty of all other individuals in
gociety. To accomplish this ideal
of liberty, law must be restricted
to its proper role; prevention of
use of force and fraud against
any individual or group by any
individual or group® or by the
state, except where necessary to
prevent the actor from invading
the equal freedom of another;
provision of processes and insti-
tutions for adjudication and en-
forced settlement of private dis-
putes; and, provision of reasona-
ble channeling procedures through
which private individuals may
utilize their voluntarily chosen
ends.

60 Spatial limitations prohibit an ex-
amination of the relation between law,
liberty, and the association. As Fuller
points out, op. ¢it. 1316-1322, the prob-
lems of freedom occur in all multiple hu-
man relationships. There is a trend away
from considering the problem of freedom
in “Man v, State” terms, and in consider-
ing the relationship the group or the
association bears to the situation. For
some varying viewpoints on this situa-
tion, see Fuller, op. ¢it. 1316 ff,; Clarence
B. Carson, “Individual Liberty in the
Crucible of History: 8. Circumstances
Hostile to Liberty,” THE FREEMAN, Vol.
12, No. 7 (July, 1962), 11; Handlin, op.
cit., ¢ V and VI; Cohen, op. cit., particu-
larly 221-225, See also, Louis B.
Schwartz, “Institutional Size and Indi-
vidual Liberty: Authoritarian Aspects of
Bigness,” 55 NW. L. Rev. 4 (1960); and
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Bayless Manning, “Corporate Power and
Individual Freedom: Some General Anal-
ysis and Particular Reservations,” 55
NW. L. Rev. 38 (1960).

Unfortunately, too many analysts are
not adept at careful study in this area
and fail to comprehend important dis-
tinctions, For example, Fuller seems to
say that the solution is to provide indi-
vidual freedom within the association
and associational freedom within the so-
ciety, and Schwartz seems to lump all
forms of organization into a single pot;
but what these and similar thinkers
overlook is the concept of voluntarism.
There is a distinction of magnitude be-
tween associating by mutual consent and
choosing to submit to agreed terms and
consequences, and an association which
is compelled by the sanction of loss of
an essential choice, Thus, much of the
bigness in society has been fostered by
unwarranted and unwise governmental
interference into the affairs of man;
the government-inspired monopoly (rail-
roads, utility) becomes large and power-
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ful much more so than if these associa-
tions lacked state backing and favor; to
combat this growth, the state itself looms
larger. No libertarian objects to volun-
tary association in any group, union,
church, club, or society, so long as both
the membership and the individual mem-
bers have rights to voluntary withdrawal
and so long as society is not a criminal
conspirator, such as the Mafia or the
Ku-Klux-Klan, bent on doing violence to
the rights and properties of others; what
we do object to is government favoritism
and intervention and involuntary associ-
ation; a common example of lack of as-
sociational freedom is the forcing of one
to become a member of a labor union. A
person can hardly contend that the Ore-
gon lawyer is free when he is compelled
to belong to, and support, the integrated
Oregon State Bar, particularly when
that association takes moral and political
stands with which the dissenting mem-
bers disagree. See the interesting strug-
gle posed, and the questionable solution
in Lathrop v. Donahue, 367 U.S. 820
(1961),

THE END of the law is, not to abolish or restrain, but to pre-
serve and enlarge freedom. For in all the states of created beings

IDEAS ON

LIBERTY

capable of laws, where there is no law there is no freedom. For
liberty is to be free from restraint and violence from others;
which cannot be where there is no law; and is not, as we are
told, a liberty for every man to do what he lists (For who

could be free when every other man’s humour might domineer
over him?) But a liberty to dispose, and order as he lists, his
person, actions, possessions, and his whole property, within the
allowance of those laws under which he is, and therein not to be
the subject of the arbitrary will of another, but freely follow

his own.

JOHN LOCKE, Second Treatise



A REVIEWER’S NOTEBOOK

JOHN CHAMBERLAIN

THE RED DE

THERE ARE affinities between the
nineteen thirties and the nineteen
sixties. There are also some sig-
nificant differences. Nobody has,
as yet, done a searching compara-
tive essay on the two benighted
epochs, but in default of the omis-
sion the republication of Eugene
Lyon’s study of the thirties, The
Red Decade (Arlington House,
$8.95), after being out of print
for thirty years, offers the best
possible perch from which to view
the disastrous period that is just
behind us.

The parallelism between the two
decades is apt. In the thirties we
had terrible domestic troubles and
the growth of an isolationist
spirit. But the rise of European
Fascism and the ferociously mili-
tant expansion of Japan broke in
upon our home-grown concerns.
We were induced, partly by fear
and partly by feckless diplomacy
that set the stage for Pear] Har-
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bor, to substitute Dr. Win-the-
War (Franklin Delano Roosevelt’s
characterization) for Dr. New
Deal.

During the whole period, as
Gene Lyons points out, our cul-
tural life was subjected to the
Machiavellian penetrations of a
foreign power that used a bewild-
ering variety of “Innocents Clubs”
and “transmission belts” and other
“fronts” to lead artists, journal-
ists, scientists, teachers, labor
leaders, and important political
figures around by the nose. We
ended up in a war for ‘“democ-
racy” that enabled the malevolent
Josef Stalin to move further to
the West in Europe than the Turk
had ever been. We frustrated the
Japanese attempt to dominate the
Asian mainland only to see China
fall to Mao Tse-tung, who believes
that all power comes from the bar-
rel of a gun and is bent on putting
that gun in the hands of Red guer-

379



380

rillas everywhere from Tierra del
Fuego to Timbuktu.

The New Isolationism

In the sixties our domestic
troubles were of a different order,
but their impact on our spirit was
even more appalling than the effect
of the street corner apple-selling
and the CIO strikes of the thirties.
The new isolationism grew as our
difficulties in maintaining the 1945
division of the world became more
onerous. We haven’t had to face
a big confrontation with the Mos-
cow or Peking totalitarians, but
that will come (with either a
Munich or a war) if we lose faith
and credibility in Vietnam and the
eastern Mediterranean. Meanwhile
our cultural life is subjected to
the Machiavellian penetration of
polycentric radicals who owe spir-
itual allegiance to Brezhnev, to
Chairman Mao, or to Fidel Castro
and the shade of Che Guevara. The
modern ‘““Innocents Clubs” are
manipulated by a variety of off-
shore interests, which makes for a
confusion but does not lessen the
danger. Both the confusion and
the danger are compounded by the
insidious growth of the drug cul-
ture, which spreads an apathy that
hurts the possibility of a return to
sanity.

Oddly enough, one reads Gene
Lyons’s study of the thirties with
a good bit of nostalgia for a period
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that combined, in Max Eastman’s
description, “the charms of the
South Sea Bubble and the insane
pathos of the Children’s Crusade.”
As Mr. Lyons says in his author’s
preface to the new edition, “liter-
ally millions of Americans, some
knowingly and most innocently,
allowed themselves to be manipu-
lated by a small group under tight
control from Kremlin headquar-
ters.”

But the Muscovite Comrades
could not have pulled the wool over
the eyes of thousands of liberals
from Eleanor Roosevelt on down
if the Idealisms of the thirties
hadn’t been compelling. After all,
Hitler was a monster. From a safe
distance at a Manhattan cocktail
party held to raise funds for
Loyalist Spain one could feel that
in offering money to support the
Abraham Lincoln Brigade one was
doing the work of the Lord. It was
only after the courageous John
Dos Passos had come back from
Spain with the report that the
Stalinists had usurped control of
the Republican armies that one
could see how the American lib-
erals had been gulled. In reading
or rereading Lyons it is the sur-
face innocence of the thirties that
induces the nostalgia. Bliss was it
in that dawn to have been inno-
cent. It took time for most of us
to discover what was going on in
the depths.
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The Unmentionable Famine —
Three Milliecn Starve

My own disillusionment with the
Soviet utopia came in the middle
thirties when Walter Duranty, the
cynical Moscow correspondent of
The New York Times, remarked
casually to Simeon Strunsky and
myself in the Times elevator one
day that three million Russian
peasants had died in a man-made
famine in the Ukraine in 1932-33.
The magnitude of Mr. Duranty’s
figures was appalling, but even
more appalling to me, as an ideal-
istic young journalist, was the fact
that Duranty had never breathed
a word about the famine in print.
(After all, he had his return visa
to Russia to consider, and what
did the truth matter as against
that.) Mr. Lyons lets the worst
about all of us in the thirties be
set down for posterity by printing
the lists of those who signed the
petitions and open letters that
characterized the age. He is always
generous, however, in telling when
a Clifton Fadiman, or an Edmund
Wilson, or a John Dewey, came to
his senses and got off the Musco-
vite train. He dates my own con-
version to common sense accu-
rately, even though he wasn’t
aware of the reason for it.

The communists in the thirties
had a virtually unshakeable grip
on New York publishing, the
American Newspaper Guild, the
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CIO unions in plants with a mili-
tary defense potential, the youth
movement, the liberal magazines,
and some of the New Deal bu-
reaucracies. Sometimes the grip
was exercised directly, through
card-carrying operatives. But more
often the control was indirectly
applied through trusted fellow-
travelers, as I came to know as a
member of the Time, Inc., News-
paper Guild unit.

Stalin Joins Hitler —
Saws Off Liberal Limb

One could say, as it wasg often
said in the thirties, that collabora-
tion with the communists in a
“front” was both honorable and
harmless as long as it was a mat-
ter of fighting Nazis. But the day
came when the perfidious Stalin
signed his notorious pact with
Hitler. On that day it was too late
for the ‘“four hundred fools” to
recall their letter to the Nation
expressing an ineffable trust in
Stalin, a letter which happened to
appear on the newsstands at the
very time the headlines in the
dailies were proclaiming the news
of Stalin’s abrupt switch. Gene
Lyons extracts the last bit of far-
cical comedy from the discomfi-
ture of the Stalinoid liberals in
1939 when their master sawed off
the limb on which they were
crowded. But Lyons is also aware
of the tragedy involved when the
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supposed cream of a country’s in-
telligentsia can be deluded into
thinking thistles can grow figs.

Let us come back to the sixties,
when the figs-from-thistles illu-
sion started to take hold all over
again., The big question is what
happened to an educational system
that failed to make use of Mr.
Lyons’s book during all those
years between 1940 and 1971. TIf
it had been read in the colleges,
wouldn’t there have been a little
more skepticism among the young
about the aims and uses of the
New Left? Since the gods them-
selves contend in vain against
thick-headedness, the availability
of one good book probably would
not have made a tremendous dif-
ference. But it might have saved
a few promising boys and girls
from going along with the move-
ment that wrecked Columbia Uni-
versity and precipitated the trag-
edy at Kent State.

Again, if Gene Lyons’s account
of the euphoria that accompanied
the birth of the Popular Front in
1935 had been digested by our
leaders, would we now be taken in
by the ping pong diplomacy of
the Red Chinese? Ping pong may
be useful to us to the end of driv-
ing a wedge between Peking and
Moscow, but Mr. Lyons warns us
to be sure of our motivations
whenever we deal with totalitar-
ians.
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) STUDENT VIOLENCE by Ed-
ward Bloomberg (Washington,
D.C.: Public Affairs Press, 1970,
91 pp. $3.25)

Reviewed by Allan C. Brownfeld

MOST ANALYSTS of campus turmoil
seek to locate responsibility for it
off campus. They blame the war,
or the “Establishment,” or ‘“the
system.” But Professor Bloom-
berg, of the University of Cali-
fornia at Davis, declares that
campus violence is the natural
consequence of a generation of
teachers who have indoctrinated
students with relativism, envi-
ronmental determinism, and a re-
jection of the past.

Most professors do not condemn
violence for ‘“absolute relativism
is the fashion right now. Few
intellectuals would be prepared to
defend anything as absolutely true
or absolutely good. The result is
that many feel — without knowing
precisely why — that nothing can
be really false or evil. Therefore
nothing is absolutely forbidden.”

What, then, is the connection
between the relativism of the col-
lege faculties and the absolutism
and dogmatism of the radicals. In
this instance, Professor Bloom-
berg points out, “the former en-
courages the latter. The relativism
of adults prevents them from con-
demning any behavior at ali, even
their own vilification. Students are
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thus free to follow their own
inclinations wherever they lead.”
The unfortunate result is that
many academicians are not even
prepared to speak in behalf of
academic freedom, which has been
destroyed at too many campuses.

Those who believe in relativism,
charges Professor Bloomberg,
have abandoned the mission of
the Academy: “reason is now in
low repute with the New Left.
It is relativism and its result,
authoritarianism, which have giv-
en reason such a bad name. In
relativism there is no truth. How,
therefore, can reason, ag it claims,
discover truth? In authoritarian-
ism, truth is absolute, but only
authority can discover it. As there
will inevitably be a conflict be-
tween authority and reason, the
former rejects the latter.” Thus,
the barbarians storm the academy,
and the faculties, devoutly believ-
ing that nothing is right and noth-
ing is wrong, do nothing to de-
fend it.

Professor Bloomberg carefully
examines other logical contradic-
tions and double standards in the
New Left lexicon. Unlike radicals
of the thirties who compared the
American society to the allegedly
idyllic life in Russia, today’s radi-
cals use no culture, past or present,
as a point of comparison. When
asked to what they are comparing
American institutions, radicals
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have no answer. “It is,” Professor
Bloomberg declares, “to their
dreams that they are comparing
them.” He notes: ‘“Here we see
an obvious contradiction, for they
insist on the one hand that if the
United States is not perfect, it is
perfectly corrupt (which of course
does not follow), while demanding
no such perfection of themselves.
. . . One cannot penetrate radical
‘thought’ without understanding
that it applies relative —and ex-
tremely lenient — moral standards
to radicals, but cbsolute — and in-
transigent — ones to society (the
‘system’). Radicals generally
couch their complaints in Marxist
terms. ... This explains the amus-
ing references to the exploited
workers, supposed allies of the
students in the revolution. There
is of course no group less revolu-
tionary (or less exploited) than
American workers, but when you
accept a dogma you cannot make
an exception of its fundamental
thesis.”

Dr. Bloomberg is especially
good in his analysis of environ-
mental determinism, If “we” are
wholly innocent and yet the situ-
ation is so very bad, our troubles
must be the fault of “the system”;
human nature has been corrupted
by evil institutions. This Rous-
seauistic theory has always bred
violence, leading those who em-
brace it to conclude that their
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societies must be destroyed at all
costs in order that human nature
might display its pristine good-
ness. Student violence in con-
temporary America is sparked by
a theory few students understand
and fewer apply.

Students for a Democratic So-
ciety and others of the New Left
are inconsistent when they con-
demn everyone in the so-called
“Establishment.” “Logically, they
(the Establishment) too should be
seen as victims of society rather
than perpetrators of evil. This
contradiction points up one of the
strangest aberrations of the SDS:
They arrive at two humanities,
the good ‘people’ and the evil
‘pigs,” in the fashion of those who
believe man is evil. This permits
them to treat ‘pigs’ as totalitari-
ans treat the general population.
Since, in fact, practically all Amer-
icans do fit into the pig category
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(most of us favor the system and
own property), most of us are
only getting what we deserve when
we are treated violently. Pigs
‘should be put in pig pens,” as SDS
members are wont to say. Love
becomes hate, and utopia becomes
a concentration camp.”

Professor Bloomberg demolishes
a number of other such building
blocks of radical philosophy. But
the blame for campus violence
does not rest with students who
are immature and uninformed
about both political systems and
political theory. The responsibility
lies elsewhere, and it is to his
colleagues on the nation’s college
faculties that Professor Bloom-
berg turns in assessing the real
responsibility. Wrong ideas have
gained ascendancy, and our col-
leges cannot resume their true
educational function until sounder
ideas replace them, &
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A GOVERNMENT OF LAW rather than
of men is hardly a recent idea. It
was not even a new notion in the
fateful winter of 1775-1776 that
had been suddenly conceived by
rebellious American colonists as a
pretext for revolution. There were
precedents and antecedents for
this belief in government by law
in the British tradition, in medi-
eval thought and practice, and
among Roman thinkers in classical
antiquity.

But whether government should
have its source in law or in men
was no pretty abstract question
to be pondered by contemplative
philosophers for Americans dur-
ing this winter. It was rooted in
problems which were practical,
pressing, and immediate. Govern-
ment by men had resolved itself
into the question of whether or
not they should any longer be gov-
erned by a single man, XKing
George III. It was a question that
burned itself into the center of
the customs, habits, loyalties,
rights, and prerogatives of Amer-
icans.

How hard it was to decide what
to do! Blood had already been
spilled in anger: the battles of

Dr. Carson, well known to FREEMAN readers,
is Chairman of the Social Science Department
of Okaloosa-Walton Junior College in Nice-
ville, Florida.

This article is reprinted by permission from
the Winter 1971 issue of My Country, pub-
lished by My Country Society, Inc., of Litch-
field, Connecticut.

WINTER
of
DECISION
1775-1776

CLARENCE B. CARSON

Lexington and Concord, and of
Bunker Hill had already been
fought. A continental army was
encamped against a British army.
The Second Continental Congress
had been in session since May of
1775. It had already taken action
which led almost irrevocably to
rupture between England and
America. George Washington had
been appointed commander of the
continental force. Congress had
authorized an expedition against
Quebec, approved of the construc-
tion of a navy, and sent a com-
mission abroad to seek friends
among other countries. Yet the

387
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“shot heard round the world” had
apparently ceased reverberating.
Congress affirmed its loyalty to the
King of England, and George
Washington and his officers toast-
ed the health of the King during
that winter.

The Right to Tax

Step by step, over a period of
ten years, leaders of the colonists
had edged toward separation from
England. When Parliament passed
the Stamp Act, they had taken the
position that it was unlawful be-
cause Parliament did not have the
authority to levy an internal tax.
When Parliament retreated to ad-
vance along a different line with
the Townshend Duties, colonists
took the position that Parliament
could not levy external duties for
the purpose of raising revenue. A
chastened Parliament repealed
most of these duties but then at-
tempted to give the East India
Company a monopoly of the sale
of tea in the American colonies.
Faced by this action, colonists
denied the rightfulness of the cre-
ation of a monopoly. By 1774-1775,
such varied men as James Wilson,
Thomas Jefferson, and John
Adams questioned that Parlia-
ment should have any legislative
authority over America.

But from 1765 to 1775 it was
always the powers of Parliament
that were at issue. Protests were
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always made within the frame-
work of preserving the connection
with Britain and a professed loy-
alty to the King.

Why, we may well ask, did the
colonists have so much trouble
focusing their ire upon the King?
It is likely that had a poll been
taken among those who had given
thought to the matter that an
overwhelming number of Amer-
icans would have opted for gov-
ernment by law. And what better
symbol of arbitrary government
could have been found than that
of monarchy? Hardly a century
had passed since the Stuart kings
had claimed that all authority
stemmed from them by divine
right. Were not most of the gov-
ernors “royal” governors? Were
not the customs agents who be-
set the colonists, agents of the
“crown” in the final analysis?
Were not the very soldiers en-
camped against Americans, sol-
diers of the king? Government
by men could be traced finally to
government by a man.

But the matter was not so sim-
ple. For it was not only that a few
hateful laws were promulgated in
the name of the king. Cherished
rights and liberties could be traced
to the same source. A title search
for the ownership of property in
colonial times would lead one back-
ward to the source of that title —
the monarch who had granted the
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land to some company or propri-
etor from whom a colonist had
acquired it. It was no different
with those liberties which the col-
onists loved. Many of the charters
upon which the colonies had been
founded specifically stated that
those who settled in America
should retain all their rights and
liberties as if they had remained
in England. The right of govern-
ing themselves traced back to the
rights recognized by kings in
times past.

If they should cast off their ties
to the monarch, what then would
be the status of their property and
their liberties? Thus far they had
based their opposition upon the
unconstitutionality of the action
taken by parliament, upon their
position that their rights as Eng-
lishmen had been violated, If
they cast off this last tie with
England, how then would they
defend their life, liberty, and prop-
erty?

The answer was lying ready to
hand, of course. It was to be found
in the arguments of the Roman
Stoics, familiar to American think-
ers, It had been given fairly re-
cent statement by John Locke in
his justification of the Glorious
Revolution in England. The
French philosophes had em-
broidered upon it. Many Amer-
icans had embraced — philosophi-
cally — beliefs which would pro-
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vide a new foundation for liber-
ties. This new foundation was
that this universe is ruled by nat-
ural law, that this is a law above
and beyond the power of man to
alter, and that it requires no hu-
man sanction for it to prevail
The most that man can do is to
recognize it and live in accord
with it.

Common Sense

In that winter of decision, then,
all that was needed was for the
breath of life to pass into these
new foundations. It required only
that abstract ideas be given the
force of human will and be made
relevant to the American situa-
tion. That man, more than any
other, who performed this task for
America was Thomas Paine. Paine
had only lately come to America.
He could be aptly described as a
man with a nose for revolution —
an itinerant revolutionist. He pub-
lished a pamphlet called Common
Sense in January, 1776. It sold by
the tens of thousands, spreading
like a wildfire through the colo-
nies, confirming men in a new
determination and galvanizing
them to action. Paine went to the
heart of the matter, minting deep
philosophical beliefs into the coin
of slogans and shibboleths.

He hacked into shreds the argu-
ments against the final break.
“But Britain is the parent coun-
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try, say some. Then the more
shame upon her conduct. Even
brutes do not devour their young
nor savages make war upon their
families. . . .” More, “Ye that tell
us of harmony and reconciliation,
can ye restore to us the time that
is past? Can ye give to prostitu-
tion its former innocence? Nei-
ther can ye reconcile Britain and
America. The last cord now is
broken, the people of England are
presenting addresses against us.”

As for the matter of a king,
Paine went straight to the jugular
vein, “But where, say some, is the
king of America? I'll tell you,
friend, he reigns above, and does
not make havoc of mankind like
the royal brute of Britain.” Let
the world know, he declares, — and
this is the crux of his argument —
“that in America the law is king.
For as in absolute governments
the king is law, so in free coun-
tries the law ought to be king;
and there ought to be no other.”

We do not know after what
readings, following which discus-
sions, after what lonely contem-
plation, particular Americans
made their decisions. We do know
that when a resolution was intro-
duced to Congress in 1776 for in-
dependence that the Congress ap-
proved. We know that a committee
was appointed to draw up a dec-
laration, and that the task of pre-
paring a draft fell to Thomas
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Jefferson. And we know that Jef-
ferson based his declaration upon
the new foundations, and cast into
unforgettable phrases the argu-
ment for government by law.

Read again the introductory
paragraphs of the Declaration of
Independence:

“When in the Course of Human
events it becomes necessary for
one people to dissolve the political
bands which have connected them
with another, and to assume among
the powers of the earth, the sep-
arate and equal station to which
the Laws of Nature and Nature’s
God entitle them, a decent respect
to the opinions of mankind re-
quires that they should declare
the causes which impel them to
the separation.

“We hold these truths to be
self-evident, that all men are cre-
ated equal, that they are endowed
by their Creator with certain un-
alienable Rights, that among these
are Life, Liberty, and the pursuit
of Happiness. ...”

With the adoption of this dec-
laration, the Continental Congress
and with them — as it turned out —
the American people, turned their
back on the last relics of govern-
ment by men and turned their
faces toward the rule of govern-
ment by law.

That was the decision which
had issued from that winter of
deliberation. ®



PERHAPS the most effective way to
begin a commentary on the rapidly
deteriorating plight of the indi-
vidual in our society is to trace
present policies to their logical
conclusion, For wunless there be
general awareness of the utter
disaster that lies ahead, assuming
no change in direction, we will
continue merrily along to a com-
plete loss of freedom. National
doom, as some would say, but,
more important I believe, self-
destruction of the individual.

The course we are on must lead
inevitably to rationing.

Such a prognosis does not
frighten many people these days.
Americans do not appear upset by
the prospect, and even the people
most strictly rationed — doubtless
the Russians, where the rule is to
obey or lose your life —no more
resent rationing than they regret

When rationing comes
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the lack of automobiles. Why?
These are conditions of life into
which they were born and to which
they have grown accustomed. Ra-
tioning is no more deplored by
Russians than are speed limits by
Americans.

Why are Americans so little dis-
turbed by the threat of rationing?
Partly because we have had so
little experience with this type of
repressive law, but mostly because
rationing laws have rarely been
obeyed or enforced here. There
was some rationing during World
War I and much more during
World War II; but obedience,
such as existed, was cushioned by
the patriotic fervor that attends
some wars. I repeat, rationing has
worked slight hardship because it
was never made “to work” in the
U.S.A. As with all nonsensical
law — prohibition, for instance —

2a1
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rationing has resulted in mass
“underground” movements. Black
markets thrived. And otherwise
first-rate citizens by the millions
became lawbreakers, schemers,
liars, and looked upon their depar-
tures from rectitude with approval
and humor — as an outguessing
game!

Painless, yes; costless, no! The
long-run cost would be far less
had we obeyed and suffered the
pain of these politico-economic
outrages. Had we obeyed, we would
now despise and fear rationing
and would do all in our power to
avoid a recurrence of this ultimate
in authoritarianism. We chose the
painless but costly course: a lower-
ing of the exemplary standards.
Hardly any virtue — not even hon-
esty — remained sacred. And this
is disastrous: to abandon every-
thing sacred is to forego the pos-
sibilities of a society in which in-
dividuals thrive best.

A Shocking Contrast

People who have no fear of ra-
tioning — the vast majority — can
be said to lack a politico-economic
turn of mind. Obviously, such per-
sons cannot relate what they do
not understand to-that which has
not happened. Only a sharp and
shocking contrast could bring this
horror acutely to their apprecia-
tion.

Let us imagine an instant trans-
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plant of a typical American fam-
ily from Omaha to Omsk — take
them from where they are and
from what they are accustomed to
and drop them suddenly into that
authoritarian situation of which
rationing is a logical and inevit-
able part. The first order of busi-
ness would be to secure food.
Mother would have no phone; but
that would not matter, for there
are no deliveries. She is without
a car to go shopping; cars are
rationed to commissars and their
aides. No taxies! So she walks to
a government store and lines up at
the end of a queue. At long last,
it’s her turn. What are the
choices? She can either accept or
refuse the rationed items and in
the quantities set by government.
What a contrast from yesterday
in the U.S.A.! Mother, in that case
would understand what rationing
means. Shocking, to say the least

No need to labor the point
Father would experience the sam
thing, as would the children. Fo
anyone who can read the langaug
of economic cause and effect, ¢
tioning 18 failure on parade!

Why are most goods and service
rationed in Russia? Because t}
Russian economy is a failure;
is not productive. Why will goo
and services be similarly ration
in the U.S.A. if we continue t
present course? For precisely t
same reason that the last bar:
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of water is rationed on a ship lost
at sea: short supply — that is, not
enough to go around. Socialism —
the planned economy and welfare
state — is woefully lacking in pro-
ductivity; it results in scarcity.
When we in the U.S.A. substitute
socialism for free market practices
to the extent the Russians have,
our failure will match theirs; pro-
ductivity will be no greater here
than there. There won’t be enough
to go around.

It Can’t Happen Here!

The attempted rebuttal runs
thus: Americans will no more heed
rationing regulations in the future
than they have in the past. No gov-
ernment can ever do this to us —
we think! Such optimistic fore-
casting is naive. When the real
crunch comes, there will be no
choice.

Americans could flout rationing
" in the past and get away with it
because there was private owner-
ship. Sugar or gasoline or what-
ever was always obtainable for
some black market price. Such
markets, however, presuppose
something more than a barrel of
water for a lot of thirsty people;
they presuppose each having some-
thing of his own to trade!

When and if real scarcity ob-
tains in our country, as in Russia,
rationing will be made “to work.”
There will be no alternative except
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to abandon the entire socialistic
rigmarole. Otherwise, any political
hierarchy too tenderhearted to
use the required violence to en-
force rationing will be run out of
office by those who are indifferent
to human life. The worst, as
Hayek says, will get to the top.!
Given real scarcity, it has to be
this way.

Why do people accept rationing?
Those who envision its debilitat-
ing effect on individuals may wish
to explore its antecedents in se-
quential order. For causes cannot
be removed until they are known,
which is to say that rationing is
inevitable unless we know its deri-
vation.

Rationing is the effect of a cause
but that cause is the effect of a
prior cause, and so on. What then
is the cause that immediately pre-
cedes rationing? Scarcity, as al-
ready suggested!

Scarcity a Fact of Nature

Now, scarcity is one of the facts
of nature, in the sense that life is
always a struggle. Largely by trial
and error, some men at some times
and in some parts of the globe
have hit upon specialization and
trade, voluntary cooperation in
market fashion, to make the best

1 See “Why the Worst Get on Top,”
in The Road to Serfdom by F. A, Hayek
(Chicago: The University of Chicago
Press, 1967), pp. 134-152,
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possible use of scarce resources.
In other words, they have devel-
oped the principles and practices
of private ownership and free
trade, with government limited to
keeping the peace —no man-con-
cocted restraints against the re-
lease of creative energy: freedom!

But not all men subjected to the
competition of the market are con-
tent with the results. And their
efforts to by-pass the market, or
do away with it, result inevitably
in what I would call a contrived
scarcity. This is what we witness
in Russia and will experience here
short of a turnabout. This kind of
scarcity emerges from coercive in-
terventions in the market: state
ownership and control of the
means as well as the results of
production. Socialism!

Contrived scarcity, the cause of
rationing, is itself an effect of still
another cause. What is its im-
mediate antecedent — that is, what
are the components of coercive in-
tervention? Wage, price, produc-
tion, and exchange controls!

A few samples will suffice to
make my point. Import embargoes
and their variants, quotas and
tariffs, make for scarcity. Impose
embargoes on all exchange, domes-
tic as well as foreign, and every-
one, except the few who could sur-
vive by foraging, would perish.
Contrived scarcity!

Minimum wage laws and arbi-
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trary labor union wage rates make
for unemployment and, thus, lower
production. More contrived
scarcity!

Paying farmers not to farm is
an instance of production control
— a political contribution to scar-
city.

Medicare, where government,
not the patients, pay the ever-
increasing prices, is already mak-
ing for a scarcity of hospital beds
and, as socialized medicine pro-
gresses, there will be a scarcity
of doctors.2

Holding Prices Down

These and countless other polit-
ical interventions are a form of
price control — contrived scarcity
driving prices upward. Sooner or
later, as this trend becomes in-
tolerable, government will “come
to the rescue” with the opposite
and generally accepted concept of
price controls — limiting prices,
that is, holding them down. Rent
control falls in this latter category.
Merely observe — whether such
controls are invoked in France,
Sweden, or New York City — that
a housing scarcity follows.3

This form of price control can

2 See “Why I Left England” by Dr.

Edward L. McNeil, THE FREEMAN, May,
1971,

3 For an enlightening study of rent
control and its effects in France, see No
Vacancies by Bertrand de Jouvenel.
Copy on request,
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no longer be taken lightly. Con-
gress has given the Pregident
powers to invoke these counteract-
ing controls at his discretion. Al-
ready, threats of such imposition
have been directed at certain “key”
industries. As prices continue to
soar, we can expect the applica-
tion of controls to all aspects of
the economy. So long as present
trends prevail, there is no political
alternative.

Controls are invoked to cope
with the constantly rising prices
of which consumers complain.
What, it may be asked, brings on
these inordinate prices? Seeking
the cause which is pushing all
prices upward we come to the next
antecedent, inflation.

The Nature of Inflation

Inflation is a dilution of the
medium of exchange, an artificial
expansion of the money supply.
Inflation differs from counterfeit-
ing in that it is legal and, also, it
is an act of government rather
than of individuals. But whether
the money results from inflation
or from counterfeiting, a dollar is
a purchase order, and no one in-
quires into its source. A transac-
tion involving counterfeit or in-
flation dollars is not an exchange
of goods and services for goods
and services but an exchange of
paper money for goods and serv-
ices. As the volume of paper
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money increases and as the quan-
tity of goods and services de-
creases, everything else being
equal, prices correspondingly rise.
The equation is simple: Assume
goods and services to be what they
are now. Double the amount of
money and prices will be twice as
high.

However, inflation itself is the
effect of a cause. What ig its ante-
cedent? The answer: excessive
governmental expenditures!

Whenever governmental expen-
ditures rise beyond the point
where it is no longer politically
expedient to defray them by di-
rect tax levies, governments have
only two choices: (1) go into non-
repayable debt or (2) inflate the
money supply. The latter, a means
of siphoning personal savings into
the coffers of government, is the
better political expedient because
it is less understood and, thus, not
so much opposed. Added to the
billions collected by direct tax
levies are these additional billions
of expropriated private property.
This is how overextended govern-
ments “balance” their budgets.
Testimony to the general aware-
ness that inflation depletes private
savings is the attempt by millions
of citizens “to hedge against in-
flation.”

Overextended government is the
weightiest of all the causes of
scarcity for it lies at the very root
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of the formidable and dreaded ra-
tioning that looms ahead. Govern-
ment doing the wrong things is
the origin of all the aforemen-
tioned effects. Does out-of-bounds
government, in turn, have a causal
antecedent? If so, it cannot be
stated with any more precision
than a reference to the vagaries
of human nature! Why is it that
human beings behave as they do?

Vagaries of Human Nature

As this is written, I read of
many distinguished men, reputedly
free enterprisers to the core, who
are pleading for Federal aid to
bail out their ailing industry or
community, or to compensate them
for losses inflicted by droughts, or
whatever. It seems that “private
enterprisers” in trouble are, with
few exceptions, as prone to turn
to government as the socialists
who revel in utopian dreams!

The tendency of those who say
they favor private enterprise and
related institutions is to blame
socialists, communists, liberals,
welfare staters, and the like for
our deteriorating situation. Yet,
when the chips are down and the
going gets tough, the critics can
hardly be distinguished from those
they criticize. The former run to
the Federal trough and turn the
U.S.A. toward socialism as much
as the latter. Such observations
pronounce ‘a harsh but humble
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verdict: we are well advised to
look to ourselves as a major part
of the problem. Why do we behave
this way? Doubtless, there are
more explanations than anyone
knows, but here are a few sus-
pected reasons.

* The tendency to satisfy desires
along the lines of least resist-
ance, regardless of where such
a course leads; in other words,
a breakdown or failure of moral

discipline.
e An inability to reason from
cause to consequence, from

means to ends.

¢ A failure to understand that
government is essentially or-
ganized force, the uses of which
are limited at best; in brief, no
discernment as to what is or is
not the appropriate role of gov-
ernment.

* The naive assumption that gov-
ernment has funds of its own —
a bottomless pot of gold — avail-
able for the asking.

* The notion that feathering one’s
own nest at the expense of
others is not robbery if it is
legalized or has political sanc-
tion.

¢ The wishful thinking that others
have a moral obligation to cover
our mistakes and satisfy our
wants; that wishes are rights.

¢ A faith in socialism because the
alternative is unknown, which is
to say, an ignorance of the mira-



1971

cles that are wrought by men

functioning freely in the mar-

ket.

o And then there is the tug of
tradition, the heritage of politi-
cal authoritarianism which with
rare and brief exceptions, has
featured human existence since
the dawn of social organization.
It is the ageless urge for se-
curity sought from a king; it
is the reluctance to take the
risks of self-responsibility, the
refusal to become one’s own
man.

Perhaps there is nothing better
we can do about the current di-
lemma than for each to openly
acknowledge: “The fault is mine.”
For who among us adequately un-
derstands and can competently ex-
plain the freedom way of life we
would uphold. Not one!

I have tried here to pose the
likelihood of rationing if we con-
tinue on the present course, and
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then to examine the cause of each
effect — going backwards, so to
speak, to where we now are. Ad-
mittedly, cause and effect are not
always as precisely ordered as I
have made them out to be; they
are confusingly intertwined at
times. But generally they follow
in this sequence: (1) the vagaries
of human nature ranging from
“I want to be king” to “I want a
king,” (2) excessive government,
(8) inflation, (4) controls, (5)
scarcity, and (6) rationing with
its stifling of individual growth
and creativity, its smothering of
the human spirit.

A recognition of where the pres-
ent course leads should be enough
to bring about a change in course,
to do away with these numerous
layers of intervention, to put gov-
ernment in its proper place, and
to restore a reliance on the free
market. Men free to produce and
trade as they choose need not rely
on rations for subsistence. &

Thoughts and Details on Scarcity

OF ALL THINGS, an indiscreet tampering with the trade of provi-

IDEAS ON

i

LIBERTY

sions is the most dangerous, and it is always worst in the time
when men are most disposed to it: — that is, in the time of scarc-
ity. Because there is nothing on which the passions of men are so

violent, and their judgment so weak, and on which there exists
such a multitude of ill-founded popular prejudices.

As presented by EDMUND BURKE in 1795
to the Right Hon. William Pitt



W. H. GRAHAM

I Pledge Myself
to Help Strengthen America

I will honor God.
Acknowledging the imperfections of human society and the fallibility
of man, I will rely on my personal concept of the Creator, remember-
ing Him as the source and repository of all that which is good, true,
and beautiful.

I will respect law and order.

I know that true freedom is possible only in an ordered society, and
I will accept the necessity of complete obedience — in spirit as well
as in letter — of the civil statutes which bind my American society
together. I recognize that this in no way prevents me from peace-
fully working for the changes I feel should be made in improper or
unjust laws, but I will at all times obey statutes while they are in
effect.

I will instruct my children in the principles of moral order.
Drawing from the Judeo-Christian traditions, I will lay for my
children a foundation of morality from which all right human action
— private and public — must spring. I will not default on this paren-
tal responsibility and leave it to chance in the public schools or in
the churches.

I will strive always to be financially independent.
I will look first to providing for myself and my family. Thereafter,
I will recognize my responsibilities in charity to others. I will seek
at all costs to avoid becoming partly or wholly dependent upon public
welfare.

‘This article is reprinted by permission as a column from The Lovington Daily Leader (New
Mexico) of which Mr. Graham is publisher.
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I will help protect my country’s fiscal integrity
~- by rendering full value for the things I sell, whether they be my
labor, my goods, or my intellect. I will prevail upon my elected repre-
sentatives to engage in no deficit spending. I will set aside in savings
some of my earnings, and I will purchase only those things for which
I have a real need, or am in a financial position to afford. I will agk
my elected representatives to have first consideration for the benefit
and welfare of the nation as a whole, and to place less emphasis on
sectional demands, I will not request nor applaud pork barrel politics.

I will make economic opportunity my first rule of business
— and will place tax advantage at a secondary place in the scale of
criteria for making business decisions. I will do this even under the
penalty of tax disadvantage in order to help wean American business
and industry away from dependence on the social engineers who have
written the present American tax laws.

I will not give aid and comfort to my couniry’s enemies.
I will not contribute to the financial support of those who would
subvert our American culture with alien ideas. I will not purchase
publications which predominantly feature writers who mock our
institutions, our moral values, or our cultural heritage. I will refuse
to attend theater and motion pictures which deprave American social
norms, American ideals, and which legitimatize degeneracy.

I will respect my personal image.

Although costume and appearance is not the final determinant of
what a person is, I believe that unkemptness is a mark of indifference
toward the best in life. I will therefore strive for cleanness and neat-
ness in my personal appearance. I will take particular pains that I
accept nothing in my style and habits that will emulate or honor the
extreme practices of those who have made slovenly appearance a
badge of protest and dissent.

I will restrain my personal appetites
— keeping my bodily and psychological desires in rein. I recognize
them as healthy drives, but only when I control them; not when they
control me.
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I will reflect a good image.
By my speech and demeanor, I will strive to recapture the true image
of the American citizen: a person of confidence, kindness, good
manners, and a willing worker.

I will not desecrate the landscape.
In all my activities I will ever be mindful of my stewardship of the
land. I will keep my private property in a neat and orderly appear-
ance. I will respect the private property of others. I will not damage
my interest in public property through acts of vandalism, careless-
ness, or neglect.

I will pay my taxes willingly.
In recognition that there is a price to be paid to maintain a safe
America, I will pay every tax legally levied upon my produce and my
property. I will work to reform those taxes I believe unjust, un-
necessary, or inequitable.

I will be an informed citizen
— acquiring knowledge on matters of public interest. I recognize that
education is a continuing process, and I will read about and discuss
with others matters that are important to the preservation and on-
going of my country. I will maintain regular contact with my elected
representatives.

I will maintain an active membership in my church
— and will not surrender it to the theological radicals, social mil-
itants, and other disruptive elements whose presence is only a pass-
ing phase in two thousand years of church history.

I will do my part to return charity to its rightful place
— by involving myself in some good work where I personally know the
people and the problems involved. I will give willingly and joyfully
that others might know the reality of human compassion and
concern,

I will be a good steward of time
—refusing to waste it in idleness, unprofitable conversation, or fool-
ish and vain activities.

I will say a good word for my country wherever I may have the oppor-
tunity. &



THIS LITTLE PIGGY went to market.

But the market was closed — in-

definitely — by order of the gov-

ernment.
There had been a lot of com-
plaints about the market:

o It takes a person at his word and
holds him responsible for his ac-
tions.

* It allows unwanted resources to
go unclaimed and unused.

» It permits scarce and valuable
resources to be owned and con-
trolled by the highest bidder.

¢ It allows foreigners to compete
on equal terms with domestic
suppliers and buyers.

s It lets prices for goods and ser-
vices rise or fall in response to
demand and supply.

e It permits people to hire or to
work for one another on terms
mutually agreeable.

o Itlets buyers and sellers use any-
thing they please as money.

PauL L. PoiroT

¢ It lets the owner consume, save,
offer for sale, or otherwise use,
waste, pollute, or abuse his prop-
erty as he chooses.

¢ It allows a person to succeed or
fail in accordance with his deci-
sions and actions.

¢ It allows a person to specialize
in any business or profession, or
to live a life of self-subsistence,
as he chooses.

s It allows people to congregate in
centers of trade and culture.

In short, the market respects
the dignity of every human being
and lets him do just as he pleases
with what is properly his own,
leaving him free to reap the bene-
fits and suffer the consequences of
his own actions.

A market economy can hardly
be described as a natural develop-
ment, such as might be found
among plants, bees, birds, or ani-
mals in the wild. It is the result,
rather, of human reason applied

401
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to the problems of the individual
in society. The theory or premise
behind the market is that the most
practicable and desirable form of
society is one that maximizes per-
sonal freedom of choice and mini-
mizes violence among men. Inso-
far as possible, let man do as he
pleases, acting alone or in strictly
voluntary association with others.
And this is the purpose of the mar-
ket: to facilitate voluntary asso-
ciation and trade.

However, by definition and by
nature, a voluntary association is
unable to police itself, has no
means of enforcing the rules of
the association within its own
membership and no means of pro-
tecting itself from nonmembers.
The market, for instance, has no
market method of coping with a
buyer or a seller who resorts to
coercion or fraud to effect a trade,
no way to keep the market open
and operating in the face of those
who would close it by violent
methods.

So, the human reason that calls
for a market economy, in order to
maximize the exercise of personal
freedom of choice, also demands a
framework of government, a gov-
ernment strictly limited in scope
and function to policing the mar-
ket, protecting the life and prop-
erty of everyone who comes to
trade in peace, and making sure
that no person or group is per-
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mitted to block any peaceful trader
from the market. This appears to
be the minimum governmental
force required to police the market
and thus maximize the freedom
of the individual, release his crea-
tive energies for peaceful produc-
tion and trade, reduce his incen-
tive and temptation to resort to
violence to obtain or defend what
he wants.

In other words, the optimum re-
lease of creative human energy
requires a framework — or perhaps
a leavening — of organized police
power, a government of strictly
limited scope and purpose to mini-
mize violence among men. If this
reasoning be correct, it suggests
a corollary proposition: Any ex-
pansion or extension of govern-
mental force beyond the minimum
required to police the market nec-
essarily and inevitably drives in-
dividuals and groups to acts of
violence against one another. Such
aggravated violence involves de-
struction of human and other re-
sources that might otherwise have
been turned to peaceful and con-
structive use.

The Ultimate Intervention

Such was the situation on the
fateful day our hypothetical “little
piggy”’ went to market and found
it closed. Not satisfied with the
risks and pressures of open com-
petition, this and that person and
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group had sought and obtained

government intervention in its

own behalf:

— protection against foreign sup-
pliers of goods and services.

—a special license or exclusive
trading privilege.

— a right to strike and keep com-
petitors from taking the job va-
cated.

—zoning ordinances to force
neighbors to keep their distance.

— unlimited supplies of money and
credit.

— fair trade laws to prevent price
cutting.

— minimum wage laws.

— laws to hold prices up, or to hold
prices down.

— rent control laws.

— low-cost public housing projects.

— guaranteed income in old age, or
at any age.

— free schooling, medical care, den-
tal care, legal aid, food stamps.

— a little privilege here, a little
pressure there, and so forth and
SO on.

Yet, the more the government
is asked to intervene on behalf of
gome persons and groups at the
expense of others, the more diffi-
cult it is for anyone to compete in
the open market to serve himself
by peacefully serving others. No
sooner is a special privilege
granted by government to a par-
ticular person or group than other
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persons or groups begin fighting
to obtain “their fair share.” And
whatever the grant of privilege or
power, it is never enough; the
beneficiaries demand more, and
turn to violence to get it.

From Violence to Famine

The market cannot cope with
violence, which destroys savings
and investments, tools and facili-
ties of production, the incentive
to specialize and trade. This coer-
cive detour of the market leads
back toward conditions of famine
and starvation chronically suffered
by slaves, serfs, and socialists.
People unfree or unwilling to com-
pete in the market for possession
and use of scarce resources inevit-
ably find themselves trying to sub-
sist on rations. Instead of faring
each according to his ability and
his effort, each hopes to share ac-
cording to his need. The individ-
ual ceases to be responsible for
what he produces or consumes;
these choices are made for him by
someone else. He stands to gain
or lose nothing by producing more
or less. Nor is it to his advantage
to save, since his savings would
be confiscated. The share rationed
to him is in proportion to his lack
of productivity. When violence
closes the market, famine cannot
be far behind.

One need not rely on theory or
imagination to test the procedures
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and effects of closing the market.
In the Communist Manifesto of
1848, Karl Marx drew up the blue-
print, spelled out various of the
most important measures “to cen-
tralize all instruments of produc-
tion in the hands of the state.”
The blueprint has been followed,
the measures applied, in Russia,
China, Cuba, and other lands. The
markets have been closed, dis-
placed by coercive -collectivism.
And the inevitable consequence in
each case has been degrading
poverty and famine.

In a sense, and in the light of
the trend of developments in the
United States in recent decades,
Marx seems to have been remark-
ably prophetic in his list of ten
steps toward compulsory -collec-
tivism. On the other hand, it
should have required no great flash
of insight by some genius, even as
far back as 1848, to foresee what
might be some of the consequences
if a system of coercion were to
displace the market system of open
competition and voluntary ex-
change.

Experiences in Agriculture

In any event, whether or not
Marx realized what he was doing,
understood what he was saying,
or knew where his ideas were
leading in 1848, there would seem
to be little excuse for confusion
about the results of coercion in
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the latter part of the twentieth
century. Indeed, one need not look
beyond quite recent domestic ex-
periments and experiences in agri-
culture for necessary proof of the
failure of coercive practices and
the reasons why nothing is to be
gained by any person or group
through further ventures in that
direction.

What, for instance, have the
cotton growers of the United
States gained for their efforts
over the past fifty years to get
more for their product than the
competitive market would allow?
True, they have gotten some sub-
sidy payments from taxpayers, but
along with the subsidies have come
stringent government regulations
and controls and quotas and re-
straints of one kind and another.
The values of quotas and allot-
ments have been built into the
price of the land to which they are
tied, and that higher priced land
carries ever higher taxes. Further,
the withholding of American
grown cotton from the market has
opened the door inadvertently, not
only to foreign growers of cotton
but more especially to domestic
producers of rayon, nylon, and a
host of other synthetic fibers. In-
stead of competing in the open
market, American cotton growers
are finding themselves more or
less bound and gagged on an arti-
ficial political pedestal, their own



1971

political power dwindling and no
bright prospect of a large bloc of
satisfied consumers from whom
political support might be forth-
coming.

Similar, if not identical, experi-
ences could be reported for Amer-
ican growers of wheat, corn, to-
bacco, rice, peanuts, sugar cane
and beets, various fruits, vegeta-
bles, nuts, and other specialty
crops under marketing orders,
agreements, or cartel grants of one

“kind and another. Nor does the
attempted producer-monopoly seem
to hold up with greater success
when bolstered by international
commodity agreements such as
those for wheat, cotton, sugar,
coffee, and so on. The mathematics
of political power simply doesn’t
work out right to give a relatively
small group of specialized pro-
ducers a great and generous hand-
out from a larger group of frus-
trated consumers.

A Cauliflower Cartel

Aside from the political imprac-
ticality, consider the simple eco-
nomics of the producer-cartel or
monopoly. For the sake of argu-
ment or illustration, let’s suppose
there are 1,000 growers of cauli-
flower in the United States. Why
shouldn’t they form an association
for the more orderly marketing of
high quality cauliflower? In other
words, put their heads together
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and form a monopoly in order to
hold supplies from the market and
thus obtain higher prices!

Of these thousand growers, one
of them is the largest and one the
smallest commercial producer of
cauliffiower in the nation. And
there’s every likelihood that the
larger one achieved his position
through efficient production.
Chances are that the relatively
few of the very large growers are
the low-cost, efficient ones, whereas
several of the smaller producers
may be operating at no profit, per-
haps at a loss. (Size, of course,
does not mnecessarily mark suc-
cess; the point is that some grow-
ers are more efficient than others.)
Of the thousand growers, no doubt
the majority of smaller producers
would be very happy to see the
few larger ones cut back their out-
put. But why should any large,
efficient grower want to thus re-
strict trade or take himself out of
the market? And if he did, what
would stop 10,000 other farmers
from trying to supply the cauli-
flower market he had just vacated?
Of course, a law would be needed
to prohibit caulifiower production
by those who could show no pre-
vious records of production. And
it also would be necessary to pro-
hibit imports of cauliflower from
abroad, if the domestic monopoly
were to be effective.

So, there would be production
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and marketing quotas for each of
the 1,000 privileged growers, not
to mention endless quality controls
and other governmental rules and
regulations. An efficient cauli-
flower grower should want no part
of any such “protective” arrange-
ment. And if he only knew it,
neither should the inefficient loser
among the growers wish to be
artificially shielded from or
blinded to his failure. Far better
to know the truth, so that he might
turn his labor and other resources
immediately to something more
potentially profitable to him than
cauliflower growing.

Finally, it is not to be supposed
that a cauliflower monopoly begins
and ends with cauliflower growers.
This coercive action affects other
persons and groups, some seeking
a comparable special privilege for
themselves, others seeking oppor-
tunities to return to the open mar-
ket. If all the devious consequences
of coercive intervention could be
foreseen and understood, it seems
unlikely that mature and responsi-
ble adults would ever want to try
to price themselves out of the
market.
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Free Market: Who Needs I1?

Many people will not be greatly
concerned about the producers who
may suffer as a consequence of
closing the market, Their professed
concern is rather for the poor. Who
cares about a few producers, some
of whom had accumulated sizable
fortunes! Why keep the market
open for that type of person? Why
not try some form of profit-sharing
or dividing the wealth or other so-
cialistic program to give the mil-
lions of the poor a better chance?

The fact is that the successful
businessman or entrepreneur prob-
ably would make out pretty well
for himself under any system.
Whatever “the rules of the game,”
he’d find his way toward the top.
And, sad to say, the poor within a
market economy would still be the
poor, for the most part, under any
other arrangement.

So, it is the poor who stand to
lose the most, comparatively, as a
consequence of closing the market,
The competitive market economy