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CHAPTER ONE 

Purpose of Study 

The Eollow~ng i s  a study  in the history of free- 

enterprise ideas, Speciffcal ly  it presents rhe polfti-  

cal v - r f  William Gr- Slxmner , highlighting the f d e s ~  

aad w l y a i a  thaz mrk his eontributfon t o  economic 

thought, and make him am Smterestfng figure in this f i e l d *  

La zhe study, we w f l r  concentrate on his early w t i t i n g t 3 ,  

notably the short p a p e c ~ ,  spewires d pamphlets which he 

m t e  beween 1873 arzd 1895, and not an the famous Science 

gf Society which is a.Joint ly  authored work that cmaot ,  

unfortunately, be identif L e d  solely as Sumnerws, A. G, 

KslLer has admitted as much: 

I cannot go in to  detail concexlrfng the shares 
of the two authors in the actual text  further 
thart t o  say that there axe comparativaly few pas- 
sages of any lewth or conssutivenesa which 
stand exactly aa Profeasor Slfmner left *ern, and 
na whole chapters, except that Chapter LVIII  re- 
ma- rlmoirt as he left it, . . 1 

m?h of the confusion about Summer's political ecanamy Ls 

derived from the fact that met critics and scholars hava 

'~il1i.m Graham Stmnce, Albeer Gallmap Keller, a 
Sciance of Society (New Haven: Yale University Press, 
1977), p, mrv. 



cfro~en W look to me Scfmce of S q c f g t ~  (and FoIlrways, 

wh%ch I@ f-Lgl1y a a u ~ L ~ 1 0 8 - 6 1  ~ r o s t i s e )  to derive 

information regard* Surrmnrrfa economic fdeas, Were, 

nowever, w% aepsna armoar sxcLusively on him earlier ar- 

ticles, written when rrconaraiccr and political economg were 

his  chief intellectual and academic a t a r e a f a ,  

There is a dearth of knowledge and undsrstandlng re- 

garding Willfan Graham Sumerrs pol i t i ca l  ~ C O R O Q L ~  d, 

spaciflcztlly, the reasoning he used in support of hi s  pol- 

icy  position^. Most of the intel leewl LnvestLgatfona 

have beem aociologfcsl in nature, and naoclt of the authors 

h a v ~  k e n  -- appropriately -- sociologists, Pew trained 

a c o n d a t a  have touehad the man OF his ideas in m y  grear: 

detail, lnnd ecareely any mention is made of Sttmaer in 

- s t  survey boob on eco-ic thought.' ~e has been left 

t o  the histor2ma and sociologists, and the hterprsta- 

tiow3 of his political econmy which reach the publie 4 

acaddc  eye are  mainly born of these sources* 

This development is unfortunate for both S u m n a  and 

the intereat& public, Without a detailed review of hi8 

t ~ ~ n o m i c  system 4 a clear understanding of his economic 

pr'iaciples, i t  i s  quite impoeaible t o  underatand the rar- 

tionale of hlm defense of lairsez-fakmcapitalirsm, or m y  

'Ekich Roll, A Hi#to+r of Econum%c m- (London: 
Fa- and Fahr Ltd,, 1944) clrn be u a d  arr an example, 

B o X f  ha8 a cttwer oa n T b  A m r i e m  Conalbu- 
9 ) ,  Sumner i s  nat mantiand, 



specific policy statement that he may ,have made, with* 

out an btegration of specific economic principles  with 

dsf h i t i v e  concepts of government, it is quite fmposslble 

to maZte any raaL wmse uut of hia amwneed political eco- 

nomy. Without this infomatian, aL1 raference to his  sup- 

port of hisaez-la;Hr...~ ks nrisleading. It i s  misleading 

because it doera not give the intellectual reader the 

facts he ne&a t o  decide whether or not Sumxtert s support 

of m e z - f a i r e  t m  rational, given hie aarsmptiona, Zt 

i s  the purpose of t h i s  study t o  provide such informatLon, 

&fore we analyze the! political economy of William 

Graham Sumner, two aspects of the background o f  his 

thought w i l l  be treated: the state  of free-entsrprina 
3 thought prior EO Sumxler's exposftion; the intellwtuarf 

climate w i t h i n  whi& Summer lived, taught and wrote. The 

X e m r  f a  neeessaty t o  make explicit  the mature of the 

ideas corlrrrranly referred to as a'econ~dc liberalismw. 

OnZy by attemptlna; this w i l l  we be able to see the unique- 

ness of Slfmneras defense of - 1. rn cap4 talf ern, 

The Latter requirement i s  necessary to demonstrare poss- 

ible h f  luences an S m a r ' s  writing, and the contemporary 

3The term ufrse-antermbe* ohall be used heerehang- 
ably w i t h  the tema %cormmic liberalismw. Both a h a l l  re- 
for  t o  an economy fn whfch decisllons as to prices, wages, 
product, methods of productias, etc.,,,, are determined by 
the voluntary trills and fnteractiom of private hdfvid-  
uala. See William D. Grmpp, E c o m i ~  ~ibe~d-ism, Vo1w[1,e 1 
(New Yozk: -am m s e ,  1965), p. vf i i .  



s t a t u s  of the philosophical debate concerning capitalism. 

Brief History of Freelanterprkse Thought 

The hi$ tory of ecanmic thdught cozltafns at least m a  

distinct interpretations of economic liberalism, A few 

f ree-enterprisers were extreme laissez-faire proponents, 

and held the view that the government should pursue the 

role of impartial umpire b eco~omic affairs,  and l e g i t i -  

mate coercive custodian in civil affabs,  Their reasons 

for this ideological position ragged from what they ob- 

served to be the inability of government to make aconmic 

rules and program wozk efficientlyl t o  the Wsupemtltur:al 

sanctian~ which sarne benevolent def ty had tmstawed an the 

unhampered Aarket sys tern, Other f ree-enterprisers, far 

b p s  6UECreme, 8upp0rtsd a compctftivc syattrm w h e r e  t;he 

market would make most sconomLc decisions, but where the 

govc-nt: could intervene to further ut;llitarian objec- 

tives in the public interest. For instance, most of the 

c L ~ Y  a F ~ a l  euanomis cs De lleved znac altHougb +#e economy 

should be market orkented, the governmsnt might s t i l l  

"do whatever the people w a n t  ft t o  do and i t  is able to 
4 

~ U B ,  as will be shown in more detail below, al- 

nough Ereelenterprisers believed in the freedom of enter- 

4 ~ i l l h  D. Grmpp, Zconmic Liberalism, Val- II 
(Hew Yoric: Random House, 1965),  p, 139; 



-5- 

prise, the degrees, applications, and rationalizations 

nf thl a f r ~ ~ r l m n  rnngerd thrrmgh the htellectuaL smCt-. 

The idea af am aconamic system operating w i t h o u t  sfg- 

nif ioant 80vet.nmentaf guidancn or ram trnint stsrtchae far 

back h t o  economic history; traces oil economic fibralfsm 

can be found fn the writing8 of the S t o i a s ,  especially 

Ckero, and even in s- Mercantiiisric thought.' How- 

ever, the first austaaned intellectual effort on behalf 

of a free e k e t  s y s t a a  probably originate8 with that 

unique grwy o i  mnca  econtmLsrs, m e  rnyszocrarm. LUQ 

by the physician Quesnay, the Phy8iaerats believed th&t 

C-re exlszed a natural order in mo autlvarss stria a h a r m  

mony of interests arrtbng men, and that the promtion  of 

the general economic goad was best &chimed when iadivFd- 

-1s were left free tu adopt eeanogtic measures censisteant 

w i t h  natural laws, Thay had personally witnessed the 8Co- 

nomie effects o f  state interference -- especially the ef- 

fect of taxation on the small landowner -- and w e r e  un- 

convinced that governmental economic intamrention could 

ever, fa any Importmt way, secure increases! the gen- 

eral erconmic welfare, The Elzyafocrats believed that in- 

tervention hterferred w i t h  the workings of natural law8 

6 ~ h a t l t a  014s and aharbs Itget, A X i . e ~ ~ y  of E C Q A Q ~ ~ G  
DoetrFnea (Inndon: D, C, Heath axtd Company, no date given), 
PP* 5-12, 



which -- f f  left unhindered -- automatically provided 

the -W ~ ~ O ~ U C F ~ O R  01 F Q G ~ L  p ~ ~ ~ d ~ ~ t e  %e -Oat pre- 

greesive eacial ppusa l  was therefore to msggest the 

withdcawal of gavemment trom economFc affairs; eur u s l v ~ ~ -  

h g  wt of gave-nt wou5d automatfcerlly usher in the 

natural order, mu8 Zhe Physfaerats, despi te  the- 

strange thearetfcal nations a b u t  trade and agriculture, 

were the f i r s t  organizcld FntellscFuak spokesman f o r  eco- 

nomic freedom, 

Adam Smith's Wealth of NatLona (1776) provided econo- 

m i c  justiffcatfan for the intellscmal system suggested 

by the Physriocrats, In the WealCh o f  Nations, Smith h- 

dLcgCd sf1 the old regulatory systems, especially Hercan- 

tilism, for t h e k  economic inefficiency; rules and raw- 

Latiow on production and trade -- either foreign or 80- 

mermtic -- -ply held down the a e ~ l a t i a n  of capital, 

and thus the creation of social weal*, Smith felt that 

moat @ C O ~ = ~ C  ae t i v i  ties =re bss t accomplished through 

the actions of private hdividuals plrsufng their am ver- 

sion of thair awn selfminterest, Rmmaf of the restriel 

tfons and praffsians far a proper institutional frame- 

work would permit the #system of natural I%bert;y,40 regu- 

lated by acoaamic cmpetit ion,  to producb the maximum of 

saefal wealth. 
7 



S s i t h V s  support of free enterprise was not solely sco- 

nomic. He was a liberal fa the classical political sense; 

the Libertarian views of T. W. Hutchison anB David 1.5,tam 

betan& essentially hie own. For Smith, as for most ehht -  

eemth century Liberalr, free-enterprise was simply the 

logical extension in the  economic arena of the political 

doctrine of the free man; if man required political free- 

dam go choose his  tepreaemtatfves, he required, maiogouaLy, 

economic freedom chobse hie moducta. B u s .  much of 

Smftbian support for isn econamic system of natural l ibar ty  

was derived f r o m  his di~position t6wLLZde pblitical lfberty, 

Xt frr not to ba a n a m ,  hwaver, that Atlam SmZth was 

an & & ~ h l & ~ * f l ~ f l l ~ ~ O ~ Z W $ l t ,  Or th&t he W a 8  o 0 - i ~ -  

t ~ t  h extendfng his spts~n of natural liberty to at1 

a c o n d c  areas, The k n k t h  o f  Nntfone contafas -row 

axmaples damonstrctting that Smith did not believe private 

wills or f n t s a a t s  woutd syathesizer F ~ E O  the gezmral good, 

Hatianal d s f m u  was  sm obstllxnrs example (he favored the 

~ w ~ e r a s i a n  of a% N&VLgdtlOZl A c ~ $ ) ,  btlf ~ C ~ p t f 0 n 6  to the 

general rule o f  non-interference in the areas of schools, 

bridgeu, canals and roads were even wrrs revealing, 8 

Smi th ,  it seemed, qualffied hfrr gangraE of nan-fnter- 

%. B- , gco-ic m o w  ~n ibtrommct ( ~ ~ a m = d ~ d .  
Zllinois: Ricbrd Om Irwin, Inca, 19621, p, 56. 
Adplp S m i t h ,  Wasla of HatLon8 (New Yo*: Eabdern L i b r w ,  
49371, pp. 682-690 d 731. 



ferrence whenever he felt that private pecuniary intereats 

could not or would not operate in rhe p u B l l c  Znteraaf 8 s  

he conceived it, 

18anthaua and the Philosophic ECetdfcals made the a a i -  

u t i l i t a r i a  e c o n d c  phflo~ophy of Adam S m f a  more expli- 

cit, Bentham believed that the iateests refleeted in 

the prfvsts, se l f fah ecotramic acrivi.tfer, of Lndividuals 

were identical and created a atable s y s t a ;  that f a ,  

univeteal order was at once arurely and inatiactfvely 

established by the apantaneous divirfon of taake and by 

the sutolsatlc mochrnirm of e ~ c h ~ e s . * ~  The  Philosophic 

Radicals supported fafsrez-fake because that view o f  pol- 

itical economy s t e n d e d  the "greatest good t o  the great- 

est ntanbsr,tb Governmental Latarvention =- not caia8-ed 

a priori -- was rejected for the must part aLmpLy beeauae 
I 

the hedonistic calculu~ axid experfence had shown that its 

benefits did not usually exceed i ts  costs, mua, as wizh 

Adlam Smith, the Radkcals mds the question of laiaame- 

faire essentially a pragmatic is~us: they oupparted the - 
economic system which promised t o  function best in the - - 
p~b l l r :  interest. 

fn fact, thirr seems to have been the m t b  idwlogieaL 

pasition of maart of the classical sconmLstar, Nstthsr 

' ~ l i a  Halevy. Grawth of Philosa~hic Radf ca Zium 
(Boston: The B a a c o ~ m a ,  1955), p. 488. 



Smith, nor Ricardo, Bentham, McCulloeh, Senior or Sf&- 

w l c k  ever adrratrt;ed co s b e l i e f  in undFLurcd l+imee&-false, 

nor dfd they imply it in a clear and consistent theory 

of p ~ b l f c  policy, 
10 For fhe most purt, it o w ~ ~ s  that 

their only guide t o  the important question of leg i tbate  

govemnental fmcctions was utilitarian: though #ofi-Lnter- 

ventfon w a s  t o  be the general mle, the government could 

inzerfere whenever its duly elected, well-intentioned rep- 

resentatfves thought the action to bs ia the public intar- 

est  and capable of realization, Few clasrical economists 

it reems were dogmatic or extreme w i t h  respect t o  the 

p r h c f p l ~  of noxl-Intarfareace, 

Now, t o  btr sure, there were notabl* exceptionti at: 

both axtrams, Malthus, though in the elasnical tradi- 

t ion ,  =as far from being unqualified h hfs support o f  

eapttaliema. fie wae confident that he had discwered an 

inte-1 fraw fh the ~ y a t a  which prevented it f m  attain- 

ing the wni.rvaaaw p a r e d  by the tlarrsical optimists, 

2~ b r x i a t s ,  of course, would naither accept the premises 

nor the eancluaiona of the free-market philosophy, A t  the 

r,fhar ~xtrerae, Say and Bastiat profeared an almost unqual- 

ified belief  fn the advmtages o f  rr ccmpletely unhampered 

market, i irr did Herbert Spancer, whose particular idea8 

w f  ll he expanded belaw, Yet ,  generally, most of  the class- 

1 0 ~ r ~ P p ,  Ecosonic LLberaliar, Volume IL, p. 74. Or 
nee B d  Wbittaker, Schuola aad Streams of Economic Thoup;ht 
(Mzicwo: ReLBd W b l l y  GO., 1960), pp. 168-269 lula 174-175. 



ical econornfsrs steered clear of the dogmatic extremes ; 

most favored capitalism re~pons ib le  government inter- 

vention in the public (usually cenntmgr) intereat, 

J a h  S t u r t  Mill, for example, wm s claaskcal eeono- 

m i s t  who &herd to the general rule of nun-fnterference 

("&aiaasa-f airs in aharts ahowid be the gmnerml practice; 

good, i s  r c v e a ~ a  e v i , ~ ~ ~ ~ ~  yet srygele.rd such impartmt 

exceptions as t o  the general rule a t  completely 

u s l e a e  as a policy tool, U s i n g  the lpIntlasophictl prtn- 

c i p l s  of utilfttwiartiam air a justfilicatiun far s t a t 0  in- 

tlarfweme, Mill smctianed public education, child labor 

laws and factory l e g f s h t i o n ,  the fix* sf mnnpoly 

prices and the confieeatfan of monopoly profits,  kldng 

w L t b  a b a t  of other wsxcepttonsw. In fact, MiI1 eon- 

cLuded his famuus Pxlnci~Les of P o L i t l a I  Econcm~ aietr 

the f u l f a w h g  aentancs! 

Ln the particular circmatsnces of rr given age 
or nation, there i r  scareeZy angthirrg really is- 
portrat to a m  gome*?rl faemreat,  w h i u h  i t  aary lbot 

be dsarbrablol, or even necealpary, that the Rwern- 
merit should take u w n  itrralf, not because private 
individuals cannot e aeefrally perfam it, but be- 
caure t h y  w i l l  nor. fi 

The position expressed above waa probabky a farhear repre- 

sentation of w t m t  most classical economists belicpv%a than 



the gersral notion that they adhered to strict laiseez- 

f atrre. 

An iateresting exception in the clerssical tradition 

was Herbert Spencer, who expaunded a pure, unquslf i f  i ed  

laiaaez-fa* s y s t m  ai enterprise, Spencer, more a 

phiro~opber than en scommS,st, wae for freed- above a11 

ather p a ~ s i b l a  goals; he belietred that freedom prwLded 

the chances for complete individual development mad 

growth. Anything which limf td the freQdom of the i n d i m  

oiclual -- apeciiFecrl2y governmental rule8 end rsgulcations 

an trade and camnwce -- should be abolirrbd. Hia Ifst 

of reforma ranged from abolishing f aetorp legir Latioxr and 

the p l b l i e  ownership of utilities, to  elhhating a l l  

regulations on the sale of beer in Ireland and Ute rretting 

of zab fares fn Landon, 
13 

Herbert Spancer was thorougfr, 

consisteat  and complete; he wwld abolfarb all state in- 

t-entian in the rco-ic system, no matter how insign&- 

ficant t h i s  Fnrerfersnce might seemo 

Sponosp'r diopauieiaa toward lib art;^ aPd Xroarlu~~~ wacr 

not hfr sole gurti.ficariaa for cr politicaL economy of 

Lafanas-faire. Ha also maintained that govsrmw~tal w a s -  

ures frequently producad .-- in actual f a c t  -- consequerncea 

opposite to c m ~ s  iatw~ded ,by the leglolaarton, Pot Ln- 

14~erbert Spencer, Soc S t a t i c .  toeether w i t h  The M a  
Versur the S a t e  (flew Yo&: + D. ppletbn & he, 18961, pp, 
339-347. 



stance, he maintained that building codee and regulation8 

passed w i t h  the intention of IJm~rwhm low-income housim 

had actwallg contributed to the dearth of that prticular 

+Tern, einca t%o corlrn fnrced h i l d s r s  into axpneive hme 

tnrildfng w h e r e  a reanonable profit was possible, Ln a 

f itti= c l W  r o  this kind of econamW Liberalfern, Spsn- 

cer said, in a tone of gamine frustration: 

See Ehen what legislation ham &as, By f l l -  
imposed taxes, raising W prices of bricks an8 
timber, ft added to the coats of buuoes; and pr-p- 
eed, fur e c ~ n m t y ~ s  make, the use of  bad ~ t e r f s l a  
Ln a c m ~ y  qwantit%~e. 10 cneeE m e  consequene pro- 
ductton o f  wretched dwell%nge, i t  eermblfmhed rap-  
latiuncl which, in mediaeval fashion, d ic tated  the 
qualim of the comodity produced; there being no 
percsprfun chat: by insiszing an a hmtm quality 
and therefore higher pries, it wwld P i a t i t  the dam 
mand and eventuaLly dimfnf sh the #upply, By addl - 
tional local hardens, legislation has of late artill 
furaer hindered the building of -11 houess. 
F b l h y ,  having, by suceeesive measures, procklced 
fixst bad hasso ,  sad thea a deficiency of better 
ones, it has at lengtfi provided for the artifi- 
cially increased werf law of poor people by d b i n -  
ishins the h w e  capacity w h i c h  already could not 
contain thml 

Idhere men lie& thra b l m  far the m%aerirs af 
the EUE end? Against whom s "416 be raised mtbe 
bfttar cry  of outeast ~ondontl 

fr %a c R e ~ r  that S m n ~ m r f u  a t t L t d r  t c n t a r d m  emenoaie af- 

fairs wan quite different f r o m  that o f  his fellow free- 

aat+rprisere, WhLle ca-exietfng w i t h  the lass of Senior 

and 30- S t u a r t  Mill, the nature of his -t d the 

exeeaaenesa of his phfloaophicaX poaf t inn  axe peculiarly 

his own, and define the outer limits of free-eatarpriae 

' I t  



thought 

nler p-cedi- a w a y  b a  been a brirf idoalegLcrl 

sketch of lome of the important men and idaae that make 

up zhe intefLeccua1 past of free-mt;arpcirre b u g h c  pxlor' 

t o  William Grabam Smer,  Lt baa shown that moat of the 

c lnas ical  seonamfmta were utilitaf2m or p r m e i e  .f# 

their support of sconomfc: Ifberalism, and *t to  support 

economic libersliarm was nwt nseessarfly to support larissez- 

fa%=* 

Ihe  Contemporary S e t t m  of  S - e 8 s  Writiq 

period in which s-8~: wrote (1865-1909) war 

of the most exciting i n  a11 political economy, It was 

the -a of post-Civil Wax iadustr&ilization and a l l  the 

dramatic ehages wrought by that phenomenon, incLuding 

the general developmunt af corporation &a the dmi- 

nant ischatrial  businea* organization, It Was an age of 

endless currency debsts~, f h s t  omgreenbackism, then Mbi- 

mettaliam*, and f h r l l y  "free silvern; of significant and 

of ten violent Labor union activity, including the f ornuam 

tion of the A, F, af L, ; of tar& f f proposal8, an8 of the 

S h e m a n  Antj-Truet &f of 1890, It was also the weat 

era of pol% tical-econarml~ f-nt and dissent, of dfrbe- 

lief and dfsillwionmgnt, as typif ied by the alplaort frma- 

tical Powliat and & M % ~ Z  m~verme~lts, and the ~oaular  suc- 

cess of E d w a r d  Bsllamyma seering fndietxaant of tnduatrial 



capitalism, Lookim Backward. 5t was an age o f  attack 

on orthodoxy (probably ignited by Darwint s m v a l  r q ~ 3  nnnry 

t h e s i s ,  and sus tainad by the f i r x i a n  movement), and one 

u l i ~ r  w i t h  refo~zn, change a d  cantravcray, 

Essentially, the controversy turned on nthe right and 

capacity of government to regulate busfness enterprise 

in the general interest of the eormnunity and in the s p e c i -  

f i c  interest of l t s  less formnata membera. The de- 

fenders of orthodoxy held that the government had neither 

the right nor the capaciry t o  meddle w i t h  exf st- Lndus- 

trial capital ism.  The foundation of their positfan was a 

b e l i e f  in an '*established ordeggq that was not: ta be tam- 

pered w i t h  by man, God, in his inf inite  wisdom, had 

created the Laws of nature and economics, Men who sought: 

t o  change the institutions of capitalism were Hidgot8 for 

challenging etecnal verities, 147  

In addition, the supporters of capitaxism maintained 

that it cultivated the virtues o f  l iber ty ,  independence, 

hard-work and sebf -xeblmce, Any step in the direction 

of social  welfare legislatfon, or s igni f fcat  gavemmenral 

intervention in the economy, would discourage the develop- 

ment of timeless values, and lead the country to eventual 

buC certain moral decay, 7311s~ c a p i t a l f  sm was required to 
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preserve the moral fabric of a culture, 18 

The controversy concerning government fnterference 

was most apparent in economics where the accelerating 

damhance of large scale enterprise was creating e i g n i f i -  

cant divergence between classical theory and industrial 

fact. A t  the time Stnaner was writing, a trend -- lad by 
the economists who helped to form the American Ecanumie 

Assocbrion -- laad already kgun toward some farm of pub- 

Ifc control or regulation of R B i ~  Busfnesslt, esmaially 

of natural monopolies, Meet of these men were firmly con- 

vinced a t  the government cwld  and should invalve ft- 

self in eeonomi.~ af fa ize ,  in an e f f o r t  t o  guide the eeo- 

namg Fn Ehw public  interest, 19 Sumaar was not so con- 

vinced, The reaeons why he w a s  not so convinced are the 

subject matter of Che preeent study* 

19~oaeph Dorfman, The Econumic MLnd in Amerfcm C h i -  
lkzation, Volume L I Z ,  1865-1918 (Hew York: The V U b g  
Prewa, f943), pp, 206-208. 



S W E R r  METAPHYSICS, EPISTEMOLOGY 
AND ECOlYaMLC LAWS 

Wllliam James once d r c l a e d  that philosophy dealt 

" w i t h  the prbciples of explanation that underlie a l l  

th,i.we w i e k u t  o l roop tLorr ,  the; cltmcnta cowon Za guds cud 

men and a n h l s  and stones, the first whence and the last 

w h i t h e r  of &e whole crrmic proceaa~an, a m  condft;Lons of 

a11 knowing, and the war  general rules of h- 
1 

ff this can be accepted as a fa ir  definition Of the con- 

tent and scope ~f phflolpaphy, thmWilliam Grahetm Sumner, 

throughout hi= entire int~lLectua1 and professional life, 

was a philosopher, who sought "the mfncfplae of s x p l w -  

tion that underlie a l l  t h b g s ,  . .and the m a t  general 

rules o f  human ton duct,^^ And yet Che idea that anyone 

Bho~ld can~tfder him a philosopher would undoubtedly have 

beem mraonally r w o f t f n g  t o  the man h h e l f ,  since he be- 

l i t t l e d  the value o f  phflooophy a# a useful clLscipline, 

and particularXy would have noth iq  to do w i t h  divi-  

'~i11i.am J-a, Smm Prob3.- of PhiloaoPhp (Londsa; 
fangtnana and Green, 19111, p. 5. 



sion of philosophy h o v n  ad "mtaphysicsw.2 A t  a faculty 

meeting called to approve the appointment of a philosophy 

teacher, Stmmer is reported t o  have sa fd:  lfPhklosophy is 

in every wsy as baa a# astrology, ft is a campZete fake, 

an anachronism, We might jut as well have proferasors of 

alchemy or formnetelling or p.lmistry.m3 A t  anocher 

time he campared metaphysics to  sparrow holes or bird 

nests found isl clay c l i f f s  along the Miasissippi: sl,.,Take 

away the clLffs and leave the holes, a d  you have metapby- 
4 sics.$$ S-er was a reluctant philoeopher st beat ,  

Y e t  despite a l l  his denunciations of the war% of 

philosophical concepts , his  own f deas are heavily rooted 

in s clear and precise mefaphysical superstructure which 

ought to be excrminad at the very beginning of any serious 

aeeaaht of his polftlcal sconumy, This is necessary for 

the simple reason that Sumperts splstemological tools and 

metaphysLcal framework etmrt9lv shape his  ideas on the 

content and ttaefubea8 of political economy, and provide, 

in -st r?eaei, the %.nitla1 ~alldf try (fnr h3m)  nf r h m  pnL- 

icy principles  he l a t a  develops* In other words, before 

Summer's ecoaomic: system can be detailed, the metrphyslcal 

'~.rria E* Starr. -aham S-r (Mew Uark: 
Bsnry Kolt gad Compmy, f 25 , p. 395, 



nature o f  his  economic data and economic Taws must be 

explabecl, along w i t h  zhes epistmologieal techniques uaed 

by him to desive Ifinowledge from reality, Once Steruler8a 
F- 

conesptian of reality an8 the legit-te means of derfv- 

h g  "=thn from reality are presented, we can proceed t o  

detai l  his ueonrrmtc ~pystem, 

Mstrphysica 

&tavhyaically, S w e r  should probably be claeeified 

as a materialist or realist, Thimr is perhapar mast 

clearly ahown in the dollowins quotation: 

Wtivaar and putposes are in the brakt and bare  
of psan, C ~ e q u e n c e u  are in the world of fact, 

fe-c m e  fnPactlPld by human ignnree, folly, 
self-dseeptlon, and parsfon; the latter are ro- 
quencea of caura and effect d e m e n t  upon the na- 
w e  of the forces at wozk. &en, therefore, a 
mm at&, he seta  forcea h mathan, and tkrtl canes- 
quencts are C L ~  t b a e  forces produce UXidef the 
conditions e x i s t * ,  Tbey are entirely fgdeprsa- 
dent of any xkatkm, will, wkarb, or: htmtion in 
the mind of any man or men& Conseqwmcss azs facts 
in the wucld of experience, 5 

For Sumner, a consequanca in t\e real world i a  the direct 

the relstiomhf p bemeen caws and effect i a  a definite,  

objective one, depending upan the specific nature of the 

particular farces imvolved; both the consequence i t a a l f  

and the relationship beween eonarequence and cawe are 

'wi1li.a Graham S-er, Vurpo8.o and b~eqtmncea ," 
Earth4Iumat md O t h e r  Earan, ed, Albert Galluway Keller 
(b lbven: Yale University Preaa, 1913), p, 67, 



unaffected by hopes, wLshes or dreams, Thus, aa S-sr 

Xf  one mrrn discharrgsr a gun at another and 
k i l l s  him, he m y  say aftitmardm that he "did 
nor mow that L t  waa He dfd no2 mean 
to kill, The consequences remain; they are? 
such as follow from the atructura of a gun, 
the nature o f  explosives, and the relative ad- 
juls-nt of the man and the things, . . Why 
Lm there any such thhg as wisdom, unXsea there 
is a distinctfan bebeen s correct sn8 an 5sl- 
correct apprehension of exist- canditians 
and of the affects which csrtah forces will 
pruducs? Haw could anybody ever &I a %La- 
takeM if his prxrwres would determfne the con- 
sequerrawa nf hio n-tap Why rbsutd w- try to 
get experience af  l i fe  amd t o  how haw ta  a c t  
under gf,ven circumstances, ualealr it Fs be- 
cwsm the =uses and sffwtr will follow thafr 
awn saq-eo= axla we, heread of  tentrof 1 
them by our meat&% operation., are nue to be 
affected by them %a - fntererts md welfare? 

Being czaaentirlly a amteffaLZ8tt S w m e  opporaa a l l  

theories o f  renlkty such aer wTelaalogyH or "Ldea l im~  

whfch suppse C h a t  reaLfty LB o r d e e d  by s o a l ~ ,  ends and 

plrpotlss , or that the %tuff of the universe is m b d  and 
7 not martar, He rega.rds such rlisorfea aa Mspeculative@ 

and ugacientific, and unsuited to an understanding of 

pol i t i ca l  economy -- or anything else. Tbua he re jec ts  

socialism, for  instance -- especially Utapim SocisLiam -- 
on the purely metaphyalcal ground that f t deals anLy wf th 

#wtivas,  purposes, hopes, intentions, and LdenlsH and has 

'&lvln hdes. The End=- k e n t i m a  (Mw Yo*: 
Henry Halt and Carapsny, 1956), pp. 179-180, 



nothing t o  do w i t h  ttrealitiss, forces, Laws, consequences, 

%fa is why it iL tmm, although socialists are 
annoyed by the assertion, that 8odAEXm is not 
a a u b j s t  ~ P T  dimcxaauA~lt by ~ ~ E ~ C I U S  sfUdenf~ af 
the science of mociety, An economist or soeio- 
logist who discuss~er aoeialisnrr i r  like a plapi- 
cist who discusses Jules Verne's novels, He 
does m e  prove his own breadth of mind; Be 
proves that he does pt understand the d o m b  
of his  uwn vocation, 

Epistemology 

Given the existence of reality, how does one obtain 

true bawledge about it? Sumner feels ttmt the bert way 

to obmh true info-tion concerPing reality i s  m h  

f n d ~ t i o n ,  or w h a t  he aapetimur refers t o  are the scfenti- 

. . .the bductive mathod, though rrl-IW arad 
more co~r~oaptace, La far -re sure a d  ounvtneing 
I , .I, have no confidema in any renultr which 
are not won by scLgatific methud a d  L Leave aside 

*adi tbml and dogmatic I 8  scarcely 
worth notic*, f Lw+fat; upon o+c"icr;nass of &fF- 
nition, correetnane j32 cumparis~n~ cOrrQctaesa of  
Fnference, und exhaustiveness fn gsneralizatlon, 
Theam what corutituta t h ~  sci@attfic rethud ar 
l p ~ A f U d  KO dlVmle BUbJ 8 C t 8  r 

. . .we ought t o  t e s t  all notions; we ought to 
=rue all ~ p r i t l a n s  until we ftml out d ~ e i z  
Coxmetion with rmality. b t  is the faahion of 

9 ~ i l  l i m  G r a h a m  S-sr, WIntroductey be* co Cour- 
ses in PolitFeal and Social S e f c m e ~ , ~  Ilha Challemtn of 
Facts, ed, Albert Gallway Ke11sx: (Mew hven: Yale Pkxf~ttr- 
s i t y  Press, 19141, pp, 400-401. 



zhhking which w e  cell scientific b the deepest 
-d broadest: sense nf trhis w a r d -  It is. Of course, 
applicable wer the whole f i e l d  af human fnter- 
esta,  a d  the habit of mind which insists on fbnd- 
ing realities i s  the best Product of an e ucaeEoa 
w h k h  bt properly oaL1ed ociontif ic. 1 8 

The scieatific method and the Lnductive approach are the 

apprclpri a te epis timologlcsl toola oX analysis one necds 

to diecwer resliw, AZtheugh the "a psiori" or *'specu- 

laeiven method is pefec t ly  lwitlmate and ths "praroga- 

tfve of geniuo ,*@ Sunmer placer l i t t le  faith in L t ,  for  

it has been constantly misused and Care2eoaly applied 

throughout Ltsr history; he tlbtes that almost a l l  reli- 

g ious ,  eeonomfc and polkefcal d ~ m r f  arm  st- frm an un- 

scientific, sc~tFmental approach in the  quast foe tmth." 

Sirmner feels that the great hope of the social oeiancee 

Xfss in the succeasfuL adoption ajra refhement of the 

methodological tools used so brillfmtly fn &e phye5cal 

Economic U w s  

But how can the aocial sciencar um scientific me- 

W e ?  ken'  t the nature d realftiear of the disciplfneo 

sssentLa1Ly different? fn other words, f s a ' t  the mstaphy- 

nicaf nature of eeonomfca and its Laws fundamentally diff -  

~US-W, n m  Sc ien t i f i c  A t t i w e  of illndsW E ~ ~ U I -  
a )  PO 24. 

'I. 



erent from t?ae nature of physical fact8 a d  any physlcal 

l a w 3  Stmnnsr answers quite bluntly that there ia no m e t a -  

physical difference betweem the n a t u e  o f  the d a t a  in the 

phyaical a d  the ~rcaciaf sciences, and here begins the 

unAque epis t e m ~  logical-~retaphys Eel1  synthee %s which be- 

comes the first important feature fn the stlnrctura of his 

poXXtical economy. Summer haa stated exactly what he 

X r e p d  economic forces as simply zaral2el 
to physrcal forces, aria* j u t  sa spontan- 
eously and mtwally, following 8 rrequtbnee of 
cause and effect juet as inevitably as phyni- 
cal fo se s  -- neither =re nor lem. B a  per- 
-bratiom a d  complications which present 
themaelves b rociaL phenorarwm are letrietly an- 
alogous to those which appear in physical phe- 
namsm. , ,Uf E-Be wm have pamf h r  dif f f - 
culties t o  c a n t d  w i t h ,  imsmuch as we cannot 
con~t i tute  experiments, and it f o  necessary to 
rely largely upon historical eases which p ~ e -  
sent now one axad now another force or set  of 
forces Ln peculiar prominence, The facts which 
show the diffaculty of the tm ha#avtm, have 
nothiag to do w i t h  its nature, f2 

'he more we came to underofant2 economic 
science the raortg clear it is that wm l l ~ k  deal- * w i ~  only another prensntatian of matter 
;and r o s e ,  mat ~ a r  co asap, w i t h  quantity rnnd 
law, so that we have mathematical relatiema, 
%nd fiave 8 V q  m c w 8 g m X l t  t0 & a v e k q  afid 
;exsctitude h our methods, . .WE is the 
force of 1egislstionP Let us study it just  

we w i d  go on t o  study friction tn t n e e h m  
anies, 

lZ~i1liar D r r h . l  S-er, "A Conhlrmnt CkculatLon of 
Gold and S i l ~ e t , ~  Ibe Fornotten k n  an8 0th- Esaa~s, ed. 
A l b e r t  Galloway Kellatr (New Haven; Yale ' thr i~~=nfty  Preaq, 
1919), p, 187, 



Thus imeconmnic f orcssM or natwal farces arise, carry 

throq&, and conclude f n  a manner eumplately analogous 

ta physical phenomena; once hi t - ted,  the results depend 

an antecedent causes and the name of the farces involved, 

not on motives or intentions. The consequences of the ac- 

t i o n  are also compketely predictable i f  one knowe and under- 

stands the l a w s  associated w i t h  che force. The Laws them- 

selves are "na-af, not arbitrary, $rt%fLciaL pr cornen- 

tioml" and society cannot chwnPe the laws o r  escaae their 

ultimate effects; tha lawo a s  metaphysically a p a r t  of 

tsaldty itself d, therefore, unalterable, l4 As s~~mner 

put5 it; 

We can direct t b  Enrers frtm bne course to 
&auther'; we Cam ehnnpe their farm; we can mka 
than expand thmaelveu upoa one person e inter- 
e s t  btserci of upon another. We & -8 al l  the 
t-, by bad l~gitrlartion, by prejudice, babit, 
fashf,on, m n m  notions of equity, happiness, 
the Ugharat good, uad so on; but we mvez der- 
t r o y  an e c d c  force p more than w e  e m  'dea- 
Uoy a phyaical force. l? 

energy" L# phy#aes, La applied c l ; L ~ t ~ y  by t o  eco- 

z d c  pbsnana9na. Fox axample, as we shall see fn Chapter 

abflit ly of the tariff system Wer t o  achieve i t s  intended 

1 4 ~ - ~ r ,  W T b e  Inf hence of C-k;'cial &imer an Opin- 
ions About Economic Dsctrine~,~ For~otten Ham, , ,, 
p* 213' 



Economic laws such as the laws of population, rent, 

diminishing returns, Gresm's Law and, in general, alL 

varieties of tho generaL l a w  of supply and d e m d ,  are 

changeleas principles which have always and w i l l  always 

e x i s t ;  they exist fn the name! of t h i n g s  or, metaphyai- 

cally, they are part of raali W .  17 Thus the Law of sup- 

p l y  and demand as applied to the detemimtfon of prices 

on prod-ta sxPs~s, wharhrar er nat ~ e b ~ l a  chease t o  rec- 

ognize the fact or whether ur not they understand it, 

The exiatemee of these laws ar farces neeertearily gener- 

ates prices whfch -I Ln a free market -- cleer rrrtzrkets. 

The farces of supply and demand can change over tima and 

determine new wices, but the principle that demand and 

supply detemlne prlcea whLch clear markets at any gfven 

m-t remabs as an unalterable fact of econmic Life, 

Although these laws O r  peirtc%plea are meteaphysicalLy 

permanent, Sumner never Fmpliea that the economic varia- 

b l e s  inside the laws are unchangeable; on the Contrary, 

these YaEiables are constantly varying in economic msgnk- 

t ide .  As an example, the laws of population had been in 

eff eer for nineteenth century America as surely as they 

had been 5n effect for a,n,p other country, ctmded or un- 

16s-er, nProreotionism, The -Ism Which Teaches plat 
Waste Makes Weslth,w ,Tire Forgotten Man, , , , p. 23, 

1 - 
I /  ~~er, *The Chalfenge of Facts," The Challenge of 

F 4 = t ~ .  1.1 P. 37, 
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crowded ; America had not escaped the laws of population, 
18 

The difference in ConsequmCes in this i n a  tame resulted 

f r o m  the fact that the economic values inserted into the 

population formulae of nineteenth cen- America d i d  n ~ t  

produce t& frfghtening ef feets of the Malthu#im wpula- 

tion doetrfne, Tfius, the relationship between cause and 

effect l a  fixed in an economic Law, alEhw$b a chm&e in  

the cause will necssaariLy produce a c h m e  in the e f f e c t ,  

This very brief chapter haa been presented t o  set 

the a tsge for the developmnt of WiLliam Graham SiDrnner0 a 

economic system, Ihe chapter can be smmarizd as folLow~: 

mtt;aphysieaSly, Sllmner is essentially 8 matefalist-reas- 

who believes a phpLea1 world (an objective real- 

i ty)  that m can know through the epistemological tools 

of WuctPve scientific method, Ecanamfcs i s  the science 

of reaLFty which inves t igates  the opexatFona of changeless 

e c o n d c  principles within which economic events cammence, 

continue, d e~lelude in predictable patterns according 

kn the narmwa nf the fny~aa 4 wnlvd,  Pal t tacnl  ncmmny 

fro the art of appLyLng rseon&e principkes to real world 

tticwatfons. 



CHAPTER THREE 

THE ECONOMLC FQUNDATIONS OF SQCf ETY 

Scarcity, Land and Population 

The most important facts  of reality or natural l a w s  

which the science of economics has discovered are the 

laws of  popllarion and Land, or more exactly, the "man- 

land ratiosft  which consists of the Malthusian populatLan 

principle, and the Ricardian idea of diminishfng recllrns 

to land, These l a w s  constitute "the great underlying can- 

d i t i o n  of society" and are  the "widest and most controll- 

ing condition of our s t a t u s  on earth";' they are  the pro- 

per foundation of a l l  economic theory, and the fundamen- 

tal b a s i s  of any sound political C ~ Q O ~ Y ~  and the develop- 

ment of any ustable pa l l t i ca l  economy. 2 

me laws of ~oau la t ion  and land are Fmportant because 

of the very nature of the sconomPc problem, that i s ,  the 

fact of sconamic scarcity. The fact af ecanamfc s c a r c i t y  

is universal and, metaphysically, a part of reality; it 

'~ i l1 ia .m Graham S-er, wSocLoLo.agy, War and Other 
L~saye, ed. Albert  Galloway Ksller (New Haven: Yale Unk- 
vursiw Preoa, 1911), pp, 175-17 6 ,  See alaa ,  Sumcr, 
"Earth Hmger,n Eafth-Hutwet. . ,, p. 32. 



arises directly f r o m  the knowledge that economic resources 

arc l imited in  upp ply, while the w o n t s ,  need* and destres 

of men are inherently un~fmitsd.~ Ron these inescapable 

4 
t'lift! ~ w r t r l l t i u r ~ s "  Sumnar deduce6 the fact that msn must 

struggle to  ex is t ,  zhat is, that they must use their 

minds and bodiea In a competitive and cooperative effort 

to wring wt a l iving from a nature or reality which is 

"niggardly, '*a hard alsrress ,18 oblivious t o  man9 s pleas 

or needs, and which "goes on her way w F ~ h w t  a throb of 

emotion or a deviatf,un by a hafrqs breadth from the as- 

guence of her .u5 S-ar. maintains again and 

again that there is no @fboon of natureN or "banquet of 

Lif en for men t o  fersr on at their leisure;6 a l l  the 8006. 

necessary for man's survival have to be Created or derived 

by man himself. 
7 

Thus, the strtaggie far exkstence far Strmner revolves 

around three irrevocable concepts; scarcity, or the ab- 

sence of a Itboon of naturew; Malthusian population theory, - 
or the fact that "the increase of ppuLatfon goes on ac- 

4~illiam ~rahirm summer, ~ o m y s  ( ~ e v  ~ o r k :    over 
Publfcatione, fnc.,  1959), p. 16, 

C 
J Sumner, "Earth *er,'* E a r G h - H w e r ,  , + , p, 32. 

See also, lbfd*, p. 3 5 ,  end Sumner, "The Challenge of Facts ,n 
Ths -11-e of Facts, , ,, p, 17, 
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cording t o  b i o l o g i c a l  Laws which are capable  of multiply- 

i ng  +ho spe-cioe beyond any rs s i ~ n n b l e  i ( r n l t a ~ : 8  and dimin- 

ishing returns to land, or the f a c t  that  limore labor gets 

more from the land, but no+ proporeionstoly r n o r o . ~ ~  If 

the land-population rat io  is favorable,  that i s ,  if land 

is r a i a  Lively m o r e  abundant than labor ,  the l'etfuggla far 

exis tencef' is relatively less severe; by applying mind 

and body to abundant, cheap, and fert i le  land any rrwn eon 

make a living, In this case, wages would be hLgh and 

rents relat~V@ly L 6 W  or nOn exlsrenr, a m  Inus t f d r l u a ~ a  

would be quite equal in income and s t a t u s .  10 If the land- 

population ea tia i s  unfavorable, mar fs, if laboz ur pop- 

ula  t ion  is overabundant relative to the a v a i l a b l e  land, 

then the struggle for existence tends ta be much more 

d i f f i c u l t  . Uverabufidant papulat ion produces diminf shf ng 

returns on fixed amounts of land, resulting in a scarcity 

of product and general ly l o w  wages, 
11 Thus , the rat io  of 

land t o  population is a handy i n d i c a t ~ r  of economic wel fare .  

Technologice 1 C h a n e  

bt: given these facts ,  are men necessarily Mdoamedf' 

by economfc principles aver which rhey have no direct con- 

. - -. 

'~ucruler, @tSociology,M War. . ., pp. 174-175. 

'lbid., p. 175. 

10~-er, "Earth-Hunger," Earth t i w e r e  , . ... P. 42-43. 

lllbidm, pp. 37-38. 



trot--which arc in fact part of reality? h s t  men neces- 

sarily suffer the fortunel and consequences of arbitrary 

land-population ratios? In this area Sutgner is careful to 

p o h t  wt that although man m u ~ t  asetrme the responsibi l i ty  

far maintahlng h f e  l i f e  by earnixlg a l iving, he need not 

necessarily h ~ o d ~ t r a i f i e d  or restrained in an economic 

sense by fixed land-population ratios, Welfare or per 

capita income and product can be increased by either mf- 

&f&tibn law@rimg pum~latri.nn 4 1 1  r m ' l a r 4 i l n a  err land) ae tach- 

noLogica1 growth and Gu~+~llopmnt a d e  actual. by increases 

in capieal (Fncreasfrq the praductLvitry of land in rela- 

t i o n  to population), Since this aspect of Sumnerts econo- 

mic system ir ao frequuntly forgotten or misrep~sserxtsd, 

and r h c e  i r  i s  of crucial importance i n  an undersraxrding 

of his palitfetal economy, we quote two passages w h i c h  ex- 

p l i c i t l y  highlight these concepts : 

I f  a aquaze die of ltnd could support an h f i -  
nTte number of brxaran beings, or if %t coat only 
twice as much labor to get forty buahels of wheat 
from an acre as t o  get twenty, we should have no 
WUCWL p r o ~ ~ a .  , I ~ n e  fact 18 owamlse,  so 
long as the populatfon i s  low in proportion to  
me m t  of L C I ~ I ~ ,  On a gfV8n S f w e  of the m t S ,  
Xifs is easy and the competition of lrnan w f t h  man 
La weak. When more wrrrons are trying to live 
on a aquare m%Ls than i t  e m  support, on the ax- 
i a  tiag stage of the arts, l i f  8 is hard and the 
competition of man w i t h  m~n I s  iatanee, . . me 
constant tendency of-populatian t o  a t s t r i p  the 
means of subsfsteace i s  the fcrce which has d i a -  
trfbuted population over the world, and produced 
a11 advance $A civilization. To t h i n  day the 
Wg maw of escape for an overpopulated eounrry 

migration and an advance fn the a r t s ,  .pie 
f o m r  wins more land far the same people; cSte 
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latter makes ~e same land suppart more psrs~na.~' 
12 

me amount of lsurd, again, is not a o b p l e  arith- 
metic quantity, As we make fmproveaaents fn the 
a r t s  a single acre fs m l E i p l i e d  by n new factor 
an8 is able t o  supxmrt more maple. A L l  the h- 
p r o v m t a  b the a r t 6  , o f  whatever kind they are, 
have t h i s  ef fect ,  and it is by means that,other 
things remaining the same, they open wider chances 
for the successive generations o f  mankind to at- 
tain t o  comfort and well-being on earth, All our 
sciences tell on Che same ratio ist the same way. 
Their effect is that by widening our bowledge of; 
the e a c h  on w h i c h  we l i v e ,  they increase 
power t o  intermse fn the play of the forces of 
name m d  t o  modify it to su i t  our ~urPosa8 &d 
pref ererrces , r.1 ( Ltalies added) 

Contrw to what sdgle critics maintain, those passages 

show that Smer is nut an eebrramic fatalist; although he 

accepts the validf ty of Xixed economic grinc%ples, he 

never mafntains that men are halpler~a in the fact of these 

laws, nor mst they b m  to poverty, for instance, if the 

present man-land ratio has determiaid that they be mar. 

Sumner maintains, on the contrary, that men must 1- 

and obey social l a w s  so t h a E  they need not be helpLe~8 in 

the  face of them, but be able  hstmd to : coamtrnd the 

l m ~ u  in thair owa Sntsroafc, l4 ~ l o c  rsn 1s-n +o undeg- 

stand the principles of economic reality, they can Learn 

ro initiate nation that pmduees consequences in some meas- 

12 Summer, Y T b  Challenge o f  Fareta," The Challearze of 

Facts. . %, pp, 22-23, 

13~-er, "Earth Hunger," Earth-Hurner. . ., p. 32. 

ions A b u t  Economic Doctrine#," The Forgotten Plan. , ., 
pp, 214-217. 



w e  cobcident with their intentions. 8e believes--and 

fR&s la r i o t  a unique belief--that m e n  Csnnot: chan&e fhe 

relatf omhip between cause and effect within an economic 

prlnclple; chin relaeionship is a metaphysical iacc of 

life and exists  as long as men with unlbi ted  wants de- 

sire resources and products in scaxce supply, What men 

can e w e  over time--by -*ration or technological ad- 

vance-lare the vaziables fnside the principles,  Thus, 

the unchamgeable aspect of an economic law or principle 

is the relationship between cause and effect and not the 

substantive content of prticular causes and effects, 

6iven r f M  and unfavorable bid-population ratio, 

the competition of man verarua man t o  acquire che limited 

goods and resources of nahlra is severe. S u ~ g n ~ r  believes 

that this condition is &e very force or pressure which-- 

aver time--spawns the fidivisfon of  k b r ,  exchange, higher 

social organization, emigration, and advances in the arts." 
15 

It thus becomes the driving force for etonomfc growth, de- 

veloping t o  a h k h  degree a l l  the latent and potential 

powers of production. The task  of this driving force is 

t o  defeat the 'Emanogolym that nature holds wer reaourcas: 

Bfonopolp Lei in the order of - W e .  The relax- 
ation of maonopoly, and the introduction of the free 



play of effort,  that i s ,  of liberty and compe- l6 
tition Ls Clue Co me growth of  ~ i v l l i z a r i ~ n *  . , 
. . .what rnen have done, therefore, i n  the course 
of civilization f s thf a : they have broken down 
natural monopol es in the fntereat of free compe- 
t k t i v e  effort, 13 

Monopoly--throughout most of economic history--is %atural,tl 

that is, it exists because of the strength of nature and 

the weakness af man; ft is competition that is so rare. 18 

Nature holds her resources -8 ~otent fa l  goods tightly, 

organization aployed by an advancing industrial c ivi l iza-  

t i o n  %hat; ats CapabLc o f  Loosening tha* (-noply w i l l  

b discussed i n  much mare detail in Chapter Four, Section 

Sumner s eoncepti on of wcompetStkon'g in this context 

is mo-fold, In the ot ig lna l  compeclrlon--the stnrggle 

of men against nature--men coomrate together in industrial 

organization; the division of labor, specialization and ex- 

tensive exchaurge all involve patterns of  b p l i e i t  cooper- 

ation in the interest of max- efftciency. Although 

19Richacd Wof~tadtoe~ Social DclrvinSsm i n  Amfiricm 
Thouht (%#ton: The Beacon P n s a .  19551, p. 56. Qr sea, 
Donald blhoun, a k e r i c a n  Masters and Coaraprirry Socio- 
logy," SochL Forces, Volume 24 ( 1 3 4 5 ) ~  p. 20. 



-33- 

this cooperation may be vigorous though quite uninten- 

does the job, that i s r  i t  leada t o  Larger accllmuLations 

oS w e a l t h  than w w l d  have occurred w i t h t t  ktr 20 h c e  

the goods have been extracted from nature by t h i s  cooper- 

ation-romptition, the campetitfun of man w i t h  IIWI for 

the limited suppl ies  of these goads occurs, The more suc- 

cemsful. the former kind af cmpetfzion is I n  pcoducw 

goods, the less severe and imparcant the second kind of 

competlema becomes in dlStrlbuting goods, 

Thus, the facts of reality (scarcity, d%dniehfns ra- 

w n s ,  population pressure) force the perfection of the 

tools of economic growth which men use t o  break d m  the 

mnopoly of nature, UaFng the organizational techniques 

of specialisation, exehirnge and d5visLon of Labor, along 

w i t h  emigration and reehnalogical change, men can assme 

the initiative in the struggle w i t h  nature, an8 achieve 

some command over che forcea they had once had to  accept, 

They can now challenge succerssful Ly the monoply of nature 

and begin to camnand the prudueti~e factors nscessey t o  

increase the general level of economic welfare. Tho one 

esaentLa1 factor which pennfts m n  to sustain industrial 

ckvilization is capital, 



Capital 

mile land ana population, aria enetr reutea iawa, 

c m  be termed the context of ecdaatnic activity,  and em- 

petition the force or wmotive powerg i  of industrialization, 

it Sa capital, or man-made producers' goods, which aus- 

tain industrial economic activity. 
21 

Capital is %he con- 

dition precedent of a l l  gain in security and pow-,r me 

Messantfal xnsana of man's w e r  over nature," and the 

i'instrumentalfty by which from the beginnirrg, man has won 

and held every s t e p  of this davslapnent of civili~ation.~ 22 

The nextension of cfvflizatfanM or the increase Ln eeem- 

mir; growth without an inerease frP capital f s  impoaaible. 23 

So from the first etep that man made above the 
brute the thing whioh oade his cfvilftatPon 
wssible was capital, Every s t e p  of capital 
won made the next step pnrteible, up to  the pre- 
s a t  hmr, k t  a s t c  has been mde o r  can be 
made without capital, 94 

Capital  helps man t o  gain and sustain civilization because 

f t  gives him a "levern or advantage in the Btmggle far 

existence againat nature--it W e s  hixi more productive, 25 

Suuulur says znaz capztaL Is analogous to labor mrmultfplied 

Z1~umer, i s  Frw? i s  it the Civilized Han?." 
Earth-Hm&sr, . ,, p, 144, 
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into itself --raised t o  a highst power," 26 kcause capi- 

tal makes dlarr mere productive, he can now b o a  produce 

mare produet and devote saved time and resources to the 

advancement of science and invention, which embodied i n  

capital good#, lead t o  further faereases fn productivity 

and producrfon. Thua, capital goods both directly and 

indirectly extend the entire industrial structure, 

An interesting indirect application of capital Zo 

economic welfare I s  Somnerus conception of the %stap$y- 

sicrl s ide  of  capital.^^' ~ i v ~ ~ ~ l l t i o n  not only benefits 

fram the productivity of capital goods and the conormrer 

goods t h y  produce, but also by the Hindurrtrial atmos- 

phere'! which pervades the tapitalistic system, and sur- 

rounds Ogeveryone born l n t o  the ooc5sty." A child,  far 

instance, draws freely from a "cananon stock. . , r store 

of facts, knowledge, skills and the like which it cost 

the htrman race thousamla o f  years to  a~atmulate, rr 28 

Everpone, no matter w h a t  his sbiLity or Ancome level, 

benefits indirectly from increase# in the tnpfeal stock, 

since the greatest share of the benefita of capitalization-- 

the mataphy~ical of culmmal atmasaphere-caurnat be directly 

27~-0r. mSaeiologieal Fallacies, hrth4lwgsr. . . , 
- p. 359, 



*appropriatedw by anyone. X t  stands ready fo r  all who 

would make uae o f  i t ,  rtnd becomes the bfggest  economic 

bargain for all those engaged in the ~truggls for exis- 

tence. 29 

%e fundmental force in capital accumulation is 

quaesf-~conOmic; for Sunnet, capital ie the direct re- 

s u l t  of the I8Mustrial vhtues" of "industry, prudenc~, 

streams this aspect agaijl and again; ultimately, sav- 

ings an8 capital accumulation depend an the fndustrial 

virtuea, or, as be puts i t ,  "the question of h o w  well off 

we can be d s p n d ~  at last an the question how ratfonaL, 

virtuous, and urlbhtened we are.w31 This explicit rela- 

tionship between ethics (virtues) and sconamic s (cap1 t a l  

~ c ~ t t m u l a t i o ~ i s  an important aspect of Sumner's theory 

of capital  and economic develapent, 

. . ,the 1-t of social w e l t - b e i n g  oE the society 
Sn the progress of time depends on the poseibilLty 
of fneraasing the capital f a s t s  tlrern the mmnberr 
iscrease, ~ u t  so soon as he L man-7 copes t o  con- 
o F I o r  f i e  iaaerroaoe of capital ,  ha f lndr h-elf 
face to  face w f t h  ethical facts  and forcse, Capi- 
tal is the fruit of indugtry, temperance, pas- 
dence, f q a l i t y  JUXI other industrial virtuese 
Here then zhe w e l f a r e  of society is found to be 
roared in moral forces, and the relation between 
ethical and aoeial phenomena is given in terms of 



actual facta and not of rhetorical abstractions, 32 

Once a society  has maximized economic output--given i t s  

exisrlng moral development--it cannor *'get anymore welfare, 

save by advancing the moral devel~pment,~ 
33 Ttxus, conven- 

tional morality for Stmuler is not simply some abstract 

ethical code which embadkea the proper relationships be- 

Ween men, but rather it is the real and tangible founda- 

rim of the virtues which make capitalistic sacfery poss- 

ible; without the developnent of those virtues, progress 

and especially the elL%ination of poverty are impossfble, 34 

Moral farces are not mtithettcal t o  economic faeces; an 

the contrary, he maintains that economic forces are the 

"handmaidensn of moral forces, 35 Zhe virtues of salf-re- 

Liance, independence, industriousness, prudence and tan- 

perance are  the essentfal ingredients of his ethical and 

economic systems, 

Ca~italiste and "Captains of Zndustrvm 

The perran embody%= there vf rtr~srlr, nnd irit.+ a1 1 y 

responsible for making capfterl possible,  is the small, 

independent, and quite nuxaetouo, savings-bunk depositor-- 

34~-er .  WTho Abol i t ion  of  Poverty," Earth-H-er..., 
pp, 228-232, 

3 5 ~ - e r ,  nThc Challenge of Facts ," The Challenge of 
Facts, . .. D. 30. 



the capftalist.  Smer  terma him the "hero of eivlfza- 

tr.l finN8 for h$s p e t  ia supplying the funds nocafasary f er 

investmeat and capital accumulatian. 36 ~lwner's great 

regret  here i a  a t  few savers attunlly undtra%and the 

nature a d  importance of the function they perform, nor 

do a c y  emprahend the importance of the investment func- 

t ion  made poss ib le  by their s a v h g a .  3 '1 

WhLLe the saviws bank depositor im extolled by Sum- 

ner as the accumulator of savings, it is the captain o f  

Lduacry m o  accuaiiy creares and employs capital goods, 

The creatioll and elnpSoyment o f  capital--by i t s  vary na- 

ture-mrequlre intelligence, boldness, foresight and forti- 

tude; Suameer compares these necessary qualities to those 

found in great military leaders, 38 lhus the captain. 

of industry, poassesing the characteristics o f  generals, 

di rect  the forces of capital. into ebe most profitable 

areas, and are--in the main-responsible far the great 

increases in wealth and social. pruduct. Without their 

skill and boldness, Ule essential task of capital few- 

tion would never occur, 39 

Zf Mr. A, T, Stewart: mde a great foxtune by 
colleetfng md brfnging dry-goad# ro the people 

36~umnez, Power and Bern f iccncs of Capital, " -, P. 365. 

"a, pp. 
38 Smnner, "lThe Absurd Effort t o  Make the World Over," 

Wrn . a, pp* 199-200, 



of the United States, he did so because he 
understood haw to do that thing better than 
nny ether men of h i a  gannmtian, We moved 
it because he, carried the business ttrsough 
~omercIa1  criaee and w a r ,  and kept increas- 
ing i t s  dimensfone. . . H e  and they together 
formad a graat ayaecm af factoxiae, storeo,  
trmnportatfon, under hie guidance and j a -  
ment, Zt was far the benefit of all; but he 
contributed to it what no one e l e e  watr able 
to contribute--%he one guiding m i n d  which 
made the whole thing possible ,  In no sense 
whatever does a man who ae-latea a for- 
M e  by legitimate industry exploit hiar em- 
ployees, or make hLs eapFt;aL "out: ofu any- 
body else. The wealp which ha wins warld 
not be but for him. 

W-lth and Property 

Sinea the task af creating auEa applylng CapIWk rer 

quires great s k i l l  and entails high risk of loss, and be- 

cause thaae few who possesas these qualities and abflitiehl 

have a n a w a l  mfiapoLp of amts, Sumtier expects the mane- 

tary r e w a  to be quf te hFgh, Thus, he f aada the great 

fornines earned by the few great -trepreneurs to  be naf- 

ural and meessazy, and, if earned an a free market, the 

direct result af the s~ommfc factors involved; in fact, 

most large incomes can be explained simply by general sup- 

ply and demand malysta. 41 Contrasted w i t h  th. total 

wealth they f ie lp  to create for the benefit of  all, ~~er 

fee la  that the bargain as a whole ie a good one for society. 42 

4Qsuanmr, What Socisl Clat3.c.. p. 47. 

42~-er ,  ~rmcenttatioa o t  wealth: f t ~  ~conomic 
Justffication," Tke Cbal l -o  of Factr. . . , p. 90. 



Thus, S m e r  lauds the "captahs o f  fndwtrylg and the* 

wealth far ths prsrgmat~c reason c m t  Fhese ~ e w  h d i v i d ~ l s  

perform Mustrial societyv a most important Funation-- 

that of creating and emplaying capital praducrfvely co 

the end of satisfying man's wants, 

Suumer also defends the property and wealth of the 

captains of industry m d  the O m m i l l i o ~ k a s H  because he 

sees no way to defend his own property, and that of his 

loved ones, unless he lends his  supmrt t o  the protection 

of all property, The: fact that sane mi 1Lionairss are 

"idXe or silly or vu1$arit does not alter the argument at 

all; after all, how do they differ from any other sochl  

class in that respect? 43 

The reason why I defend the millions of the mill- 
ionairs is not that f love che millionaire, but 
that L love my own w i f e  and children, and that I 
know no w a y  in  whfch to get; the dgfenoe o f  society 
for my hundreds, except t o  gLve my help 
ber of society, to protect his  milliuna. a!°=- 

L a s t ,  and most; h p ~ ~ t c m t ;  for ran undars~anding of his palf - 
ttcal economy, Stmmer refuses t o  accept the m i a n  die- 

U t  "- IccumuLacion of w e a l -  at one wit: uX avclc ty  h a -  

dicates an aecurra~Lstion of misery and overwork at the 

other ,*B or that because mere m e  erne rich there wt , 

%-a=, "The gamily and Pr~parry,~~ EarthlHunger,,, 
p. 269. 



necessarfly, be m y  poor, 45 Be claim that socialists 

misunderstand the nature of the origin of wealth;46 Fn 

an industrial society, unlUce any other, wealth i s  

created, and t b a e  who have it need not have taken it 

from anyone. 
47 

It is conce5vable, therefore, that those 

who are rich have crated their own wealth. 

Ln Rome, under the empbe, wealth at  one pule 
waa r symptom of misery at the other, because 
Ronre was not an industrial sta te ,  f t a  incame 
came from plunder, me weaLth had a source 
independcat of the  production of the society 
of Aopmc. Tha+ pare o f  thc booty w h i c h  a m  
got, others could nut have. No such thing i s  
true of an Wustrisl society, . . The rich 
w e r e  thoae who devsfopd the opportwitiecg of 
c91~mcxr~+ which wars, i n  the f i r e t  i n a t a c e ,  
open to all. What they gafned came wt of 
nuthi- wbieh anybody else ever had ar would 
have had, The fact that there are wealthy 
men LA Fagland, France, axld t;ire Unit;& Sta tes  
today 5s no evidence that there m e t  be poor 
men there, The riches of the rich are psr- 
featly consistent w i t h  the high condffion of 
wealch o f  all, down t o  the Last. Ln Pact, 
the aggregations of wealth, bath which being 
made and after reaI%zatian, evelop zund sua- 
tain the prosperity of  all, 48 

All this does not mean, of course, that every rfch man 

desemes or has earned h i s  own wealth, Slnrmer recognizes-- 

4 5 ~ t f m n 0 r ,  *What Malres the Rich Richer ond the Poor 
The Challeme of Facts, . ., pp, 65-67, 

461bid ., PI 66. 

47~i~liam G r a h a m  S r w e r ,  "Bee Trade ,* The W lliu 
Graham S-er Papers ( M e w  Haven, Universf ty A r c h  vs atnd 
Kfs tor ica l  

+ 
eripts Collactkan, Yale University Li- 

brary), pp. 6 0 7 ~  

48 Sumner , "'-?hat Makes the Rich Richer and the Poor 
Poorer," The Gallexme of Fact@, . ,, pp, 66-67. 



and hi8 critica for  the most part have overlooked this 

rccognitLon--fhc oimplo P a c r  that coxditFans of herndi4-y 

and "goad and bad f ortuner" aLwatys distort t o  some d e s e s  

the ideal of "wealth based upon m a r i f , "  B u t  at: leapt 

t'compatitian secures t o  m e r i t  a l l  the chances it can en- 

joy under circumstancss for which none of onela fellowmen 
49 are to b1amemN As long as aociety pasees no l a w s  

guaxanteeing n p r ~ p e t t y  againat the f o l l y  of S f s  possess- 

ors ,n a fool  and his Merited gold will soon be p r t e d .  

In the absence o t  such Laws, capltal Lnherited 
by a spendthrift will be squandered and re- 
accumulated in the hands of men who are fit and 
competent to bold it. So it iWmld be, LLRa 
under ouch a state  of things there is rra reason 
to desire to -it the property whfch any maa 
may acquire, 58 

Of Course, Sumner recognizes only too well that atme men 

grow rich through non-market activitf es , through palit%- 

cal manipulations and economic favors designed to circum- 

vent the market, For these illegitimate businessmen or 

@'pl~tocrata,~ huwevec, Srnnner saves hfs sharpest tongue 

m d  most abusive language, (See Chapter Four, part C,) 

Thus in brief s-tion, capital--made possfble by 

aavers (capitalists) and actual by entrepreneurs (captains 

of hidus try)--supports an industrial society where men 

create and secure wealth and welfare* Both the type and 

nature of the economic setivfty differ essentially frcm 

50~-er, What Social CLasass. . .. p. 50. 



any economic ayatem that pre-dates capitalism. This &B- 

pect  of Stmner's analysis of eepital  f a m t i o n  is an fm- 

portant part of his  economic philosophy, 

Capital  kcwulagion 

While large formecr are nollnal and to be encouraged, 

so are resulting concentrations of real capital .  Aa civ* 

ilizatLan progresses, and as the taaka of production and 

the size  of  the market hcrease, S m e r  maintains that 

the direct application of eapktal t o  production implies, 

necessarily, that capital will become more concentrated. 
SI 

He looks upon con cent ratio^ of capital--typiffadl by the 

formation of corporations--as both necessary and natural 

accumulations are necessary because only huge aggregations 

of capital goode, tinder the dixeet control of the most 

s k i l l s 6  captains of industry, can m e e t  the production an8 

Bis tribution problem aX modern enterprise 52 Zhey are 

natr~rnl b e a u s -  ?hey canfnm tn  the  ~ c o n o m i ~  Law of max- 

imum profit and maximum efficiency; coneen~atfana of C a p L  

ital are to be welcomed because "there ie econ-y %n ft+" 

. . .there is a W e  correlation betwean (a) the 
great praductivene~e of modern industry and the 
consequent rapid aoernmrlation of cap5 eal from 

51 
S w e ,  "me C~ncentr&fion of Wealth: Its Eeanarain 

Jwtification," The Chall-e of Facts, ,, pp. 81-90, 



one wried of production t o  another and (b) the 
larger and larger aggreeatinns nf csp i ta l  which 
are required by modern .Industry from one period 
of production t o  smther . . . Pow whenever such 
a c-e in the aocietal organization becomes 
p a a s i b h  it alao beaamcn Snavit b l e ,  beeauee - there i s  economy in i t ,  I we con h e  our at- 
tention t o  indue tr ia l  undartdehgs, , .we can 
see that the hihSfieat degree of arganization 
which is possible i s  the one that of  furs the 
maxhum o f  profit; in i t  the economic advantage 
i s  greatset. There 3,s therefore a ravitatfon 
towaJ t h i s  degree of organization, f 3 

Xt i s  the consequence of the principle just 
sta ted  that at every point in the his tory  of 
civilization it bas always been necersssry t o  eon- 
caritrate eapieaX ~wt amumes large resaclve ro 
existfrrg facts* . . ,If w e  axe w i l l i n g  to be taught by the facts, 
then the p8tanmna of me eoncentration af wealth 
which we see about ug WLU convince us that they 
are jut what the situatkon calla for, They 
aught to be because they care, and beeawe no#- 
ing else would serve the intareats of 

As capital accumulates, %t increases man's social 

and industrial Power over nature, and allma aan ta make 

advantes in wstcience, f ine arts, literature, and e4ucatLon 

which react again on the sae%al pmmr td at5nmlare It and 

accelerate the rate of its activity, thus increasing i t s  

sfffcPenay, , , II 55 

. . ,it i s  only when there fir some surplus power 
&heady a t  onels disposal that time can be spent 
on science and inventton, which do nothing for 
the t h e  be* for the support of the worker. 

55~uma,, V-r d Progress," The Chellaa~e of 
Facts, . ,, p. 148. 



The g r a t  advance in invention durw the last 
kru~rlred years &s Lrao f one c ~ i a a q u o n ~ e  ~f in- 
creased social power. 36 

The economkc activity of capital accumulation both de- 

pends upon and sustains nan-economic and quasi-economic 

activity, Again and again this proesas repeats itselr', 

while each new aecumuletion of capita l  and advance in 

the arts lessens the struggle $or existence, The end re- 

sult of t h i s  long process is the fact that %ws a l f ,  in n 

measure, ifvs above the grade of savages, and same, , . 
reach cmfurt and luxury and mental an8 moral welfare, 

57 

T&w, capital goods and capital accumulation are the 

spearheado of sconamic grow* and develo-nz that lift 

the human race--which $!began in utter desti-tlian w i t h  

no physfcal or metaphyeical eradameat whateveeH--to rr, 

stage w h e r e  man can achieve and enjoy inereasss .Ln weaLth 

and welt are. 

The economic system o f  Srrmner may ba briebly r w -  

ieed as follows: 

(1) Ebn muoe o+rug81c to dcdva from nu-o t r h c  sconezatc 

goods necarsi5ary t o  rrurtafn and advance Life and well- 

bef ng , 

(2 )  M n  face--as a l~staphyaieal necessity--phgsical a d  

''s-~L:, *Consequences of Increased Social Pover.It 
The -11-e of Facra, , ., p* 154, 
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social facts or lawa which are the context within 

wktieh they murtt: t a t L o ~ L l y  p l r m u e  the* ~oals. X+ 

i s  the task of the scfences to underetaid these facts 

arrd forttu, and to dicrcavtw: the range within whith 

man can operate t o  apply these forces in pursu i t  of 

his g o a l s ,  Polit ical  ecor?rrmy is tbt aub-area of the 

S o c i a l  Sciences which seeks t o  discover the range 

within which the economic l a w s  of rent and pnpulsrlan, 

and generally, the laws of supply and demand, can be 

useu by deLn In -suit 02 eoonomlc advantage. 

( 3 )  blm, within  the eontext of ecollamic laws, and fac ing  

the metaphysfeal fact  of economic trcarctty, have, over 

time, derived the goods t o  sustain t h e i r  ex i~ tanca .  

Capital, made possible by the virtues of savers, and 

actual by the vixtuss of businessmen, is the sbeolute 

rsrquisi te to economf c growth, Signif iccmt s c o n d c  

growth is posaible only under a spit- of large-scale 

indutry,  Both the accunwlatione of capital and the 

fartuaes made from enterprise are norms1 and to be 

protected. 



CHAPTER FOUR 

GOVERNPIF;NT AND POL1 TICAL ECONOMY 

The function of th i s  ffret sectionbmcarry Sumerrs 

thought frm the science of econaxaica to the axt of poli- 

tical economy, Tke transitional bridge will be constructed 

around Sllmnertr def ini t ion and analyefa of nliberrytR and 

its relationship t o  econoHliccr. Fur h b ,  an examination 

of the idea of liberty is not a aubjective.digression i n t o  

non-econmir: human' values. Lt Srr developed almost c a p l e t -  

ely from antacedent econorrrie ideas, and i~ integral to the 

structure of hia political economy. Zt wtet be noted that 

the epecial definftfona a d  ideas developed in this lee- 

t ion  are excLusively Smert s ,  slna bear no necessary rela- 

tion t o  shilrrr-sounding concepts in modern usage 

Lf betty 

S m e r  held8 that the words *freedomgf ant? al ibertyw 

refer only t o  uch&ncesH and not t o  Mresults." He Bta tQs  

thae 44peraoxml Liberty is nothing but :a name far a aeries 

of chances, or for a l i f e  t o  which c ~ n c e s  havm accees."' 



gfFreedoml* and Mlibsrtyla are the t~chmcesff men have in 

their relation w % t h  nature and omer men, or a e  oppurcun- 

itiea men have t o  choose Bmona altarnatfvss. Civil l f b -  

erty is #gnothi.ng but social security for such use of the 

chances ,n  o r ,  as he puts it: 

Civil  liberty iar the scams o f  the man who is 
guaranteed by l a w  and civil  ifistihttians the 
excltraive emplo nt of a l l  his own powere for 
his awn welfare y 

E c o n d e s  becwnea important in Sumner's def fnftion of i i l i b -  

t e m  which providee these Mchances,N and i t  is the economic 

eyafw--banked by p o l i t i c a l  aetian--which nanc+ian% the 

right of private property, or that decieive ille tftutional 

arrangeexit: which guarantees that matl may indeed emplay 

'@all his QWII powers for  b l s  own 

Liberty  and Property 

Sumner maintains that l iberty  (chances) and property 

(exclus5ve employment of cl.lancss) are the twLn touchstones 

of an advanced FndustrfaL C~V~L+zacfon, ana Ehaz one can- 
3 not exist without the other, Liberty, in the sense of 

opportunities, develops from an advancing industrial soc- 

iety, and the right ro the free use af property secures 

#puberty and Property, * ~ m t h - ~ m ~ e r . .  . , 
P. 174, 



liberty. History clearly shows, he maintains, that when- 

eveE the r i g h t  to the ox~lusfve use of property La inter- 

fered w i t h  or ignored by the s t a t e ,  l iberty  declines. 

The hiarory of che fiddle Ages, when smdied ob- 
jectively and not romantically, fully sustains 
these d i c t a ,  The history of modern elvklization 
from the ninth and eleventh centuries. . .down 
to the present tFme, reveals the course by whfch 
Liberty and pcaperty have been developed together; 
bur at the erne time it reveals that they have 
grown together only when property has been secure, 
and the right of property has been strict ly main- 
Gained, and that nothing has ever been more fa a1 
to liberty than socialtetic abuse of property, 5 

%us, im Surrmer s thought, Hfreedom*' and t*propertyv8 are 

integrated concepts: capital accumulation and industrial 

c iv i l izat ion  make h i s  idea of l i b e r t y  poss ib le ,  and capi- 

talis tic fns ti tutions--es peckally private property--make 
5 

it secure, Liberty or freedom is not the product of 

speeches, of n a w e ,  or of metaphysics, but the product 

of an advancLng economic system. 6 

Natural Rights 

S-er balds that no other definit ions of l i b e r t y  or 

freedom are fn~eliLgible; he speeffically rejects the def - 
inittans and theories of "libertyn developed by the nnett- 

5~ohn Chamberlain, Farwell t o  Reform (Hew York: John 
Day Co., 19331, p. I f ,  

6 
Stmmer  , 'What is Civil Liberty?" Earth-Hunssr. . . , 

pp. 128-129. 



7 
ural rightsN school, Lf natural. lfberty means "unrestrain- 

edness, emancipation from law, lawlessness, and sntagonfsm 

to law," than it is simply a plea for anarchy, not freedom, 

and no such condition i~ possible t o  civilized If 

natural rights m e a n  "nmn emancipated from the struggle for 

existence and assured everythfng he needss8 then the notion 
9 is the "gradestof human d r t l ~ s i a n s . ~  Since there is no 

IJboon of nature,tf m n  can never be nemmcf~tedH from the 

struggle for existence; nature does not "givew man m y -  

thing. The whole idea of %atnrral r i ~ h t "  is a supersti- 

tion af the eighteenth century philosophers. 10 

The key superstition, originated by J ,  3 ,  Rouassau, 

is the myth concern- the "noble savage," that ttun- 

spoiled.  . ,untutored, son af naturen who lives free and 

happy in a state of nature, but becomes unfree and unequal 

w i t h  the emergence of industrial society. Nothing, S m e r  

ma5 neaine , is more inaccurate, Hsn Ln a primielvc otate 

'~illi- G1mn.5, U ~ l l c s ~ s d  E r n a q .  La r u w  
and Soctal S c L e v  (New Yosk: Henry HoLt and Co., 1 I 
PI 98,  Or see, -r, What is Civf 1 Liberty?," Earth- 
-%, pp, 117-118, 

'summer, *Is Liberty a Lost BLossing?,w Earth--- 
&=* * *, p. 131* 

9 ~ i l l i ~  Graham Sumner, **The Disappolnnnenr ot  Lib- 
erty," The Lnde~endant, July 17, 1890, p, 5, 

 SUBXI XI^^, "What i s  Civil Liberty?,l1 Earth-mer.,..., 
p. llS* 

lls-er, IZa Liberty a lost Blessing? ," Earth--- 
&err , ., P* 132. 



of society does not enjoy any wconditians of libertyn in 

any accepted sense of the ward; fn the b e g m u ,  nature 

hoLds him as tightly as she holds natural. remurces. 

S m e r  hoLds that man i s  necessarily burdened with 

the "weight of existence," that i s ,  "all human and earthly 

life fs conditioned on physical facts , '  and these facts 

prevent man from doing or having ~ n y m i n g  he wishes, 

Liberty t o  do as one pleases is not of t h i s  world, 
far the simple reaaon that a l l  htrrraan and earthly 
exf s tence b condf tioned on physical facts,  The 
llfr o f  a r ~ a  i o  aurrauded mmd 2 f m i ~ s d  by tho e q ~ r i -  
librim of the forces of nature, which man cern 
never d f m w b ,  and within the bounds of which he 
must find bier chiutcea, 

Xf that seems too ponderous and abstract for 
the reader, it may be hterprpre6 as follows, 
Man must get his  living wt of the em-, He 
wt, in so do-, contend w i t h  the f o x e s  w h i c h  
control the growth of trees, the production of 
anfmals, the cohesion of metals in ores; he must 
meet conditfons of s o i l  and elbate.  , . *I2 

Tbus physical facts--sewcity, the laws of ecanamics, chem- 

i s t r y ,  physics--restrain man, and of course restrained the 

wimitive savage the most tightly of a1L. l3 ~t i s  only  

~ F t h  the mergence of ad b d i i s t r i a l  civi l izat ion,  with 

the extansive aecmulatibn and spplleatian af capital which 

helps t o  ease the burden of existence, that man can a t t a i n  

any semblance of freedom or Welbsw roomM ;Ln the physical 

world. fn other wordcr, Smer  haIda, it is only with the 

12~-er, "Liberty and Peapont~LbklFty,~ Earth-Eua-  
~ e r *  u 9 pm 1 5 6 e  
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d e v e l o p n t  of a capable, viable ecanmic system--sup- 

prLed  by c a p i L w l  gnoclw-- thu t Lr et?dom has any m t m % w  

whatever. 1s Theref ore, the eighteenth century phi losa- 

phers are quire wrong aotn In  chelr concepcfon of l i b e r t y  

and their rscolfection of historical f a e t ~ ,  When they 

bass public palkcy on these mythfcaL and speculative no- 

t ions,  they turn a simple intellectual error into a mat- 

ter of the u m s t  concern, 

The policy suggestions of the eighteenth and nfne- 

tsenth century philoaophess have taken many forms. S m -  

ner notes that mast of these proposals &re characrerized 

by presranptions that man has the right t o  'equality, the 

fu l l  product of h i a  labor, capital ,  and an existen~s,~ 

He holds that these pronouncementa are pol i t ical ly  and 

economically faulty because the "demand fat: equal rights 

soon deteriorates i n t o  demands for  equal mjopmnts ,I8 

w h e r e  people nut only have a right ta pursue h a p p b e ~ s ,  

"but: to get it, and i f  they fail t o  get it, y6u must get 

it for them, lhis S-er feels is s return t o  the  ark 

Ages of polktlcal theory and history, t o  the feudal, mas- 

ter-shve bpstem of duties and oblfgat%ane, where "groups 

of maple, , ,have et claim co other people's labor and 

aelf denial," and where the labor and self denial of one 

man "may be diverted from his  maintenance to  that of some 
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other mantg by t h e  state. j6 Zhus, the definitton of l i b -  

erty developed by the "natural rights*' school leads lag- 

ica l ly  and consfstently to the very absence of c iv i l  lib- 

erty, and to the imposition instead of political absolu- 

t i s m ,  17 
Suntner notes in particular that the socialists 

are the most eansistent political and economic spokesman 

of rhis view of liberty in a L Z  irs ramifications. 18 

In brfef  s-tion, Sumner feels that man is neither 

born with, nor does he inherit nahwal r ighr  +n mrryth&ng .  

Everything that man needs to sustain his life must be de- 

rived by man himself rhrwgh wrk am3 s e L f  dsnls l ,  Art 

advancing f &atrial  c%vLli zation based on csp%tal goads 

p r w f d e s  the opportunities for sustaining Pffe, and opens 

up  the gpchancesw which are the essence of  "ldberty,'l Laws, 

enforced by government, to ensure that man can exclusively 

keep, use, or dirtpose of gains derived f r o m  mmchan~es,M are 

the essence of 'leiviL l iberty ."  Unforhmataly, for m 

understanding of his  palftical economy, Srrmner does n o t  

3 ts~aLX mese laws. 

It i s  the politicaL ideal of  William G r a h a m  Sumner to 

l6$b%Uep pp. 14-15. 

17~-ar, #Liberty and l a w , *  EatthrWtmaar . . , p. 161. 

''sunme,, * ~ h s  h L l e q a  of ~ a c t a ,  M '   he ~ h a l ~ e n r e  of 
Faet a. . ., pp. 36-38, 47. Or see, Sumsler , *What is ClviL 
Liberty?, Earth-Hwer, . ., 130. 



secure in p o l f  t ical  ins titutions the preceding def in5 t ian 

of cLvil liberty, As he himself s t a r e s :  

It is therefore the highest product of political 
inaritutiona so rar mat they nave come ra a 
point where, under favorable cirCumtances, indi-  
viduahm fs, under theh pooteetion, t o  some ex- 
tent possfble. Xf pol i t i ca l  instimtianrr can 
give. eeeurfty for the pursuit of happiness by 
by each fndiv ldwl ,  according to  hkr m nation 
of it, in his own way, and by his 
they have reached their perfection Y? 

It is the direct task of government to create and preserve 

t h e  ~ m e ~ i ~  far the puratiltr rtf hrppf rsoralt whleh ary+, 

EaLlizes fn the concept of civil l iberty,  Oae camnot 

r e l y  an the  "unorganized mas= af well-imtmmtioned e i t l z e n ~ f l  

t o  preserve order and liberty; although that methud mfght 

do for o fronfier communkty, it w o u l d  cerrfahfy not do 

for a complex industrial society.20 Fo-l ~ ~ ~ e m e n t  i s  

a nercoaaity, The quest%ons then become; (1) what type of 

gwenrment is suitable to the ends of securing civfX lib- 

erty; and (2 )  what institutional tools would -is qwsm- 

menr =ploy in the proper fulf f llment of its legitemate 

casks. 

Democracy 

For Sumner, the general term @*democracyga means "the 

19sumnet, %tate interference ," War. . . , PP* 219-220. 
- A  

L U W i l l h  Eraham Srmulsr, "The S t r t k e s , "  *,,, W i l l b a n  
Graham Srrmnar Papers, ( UnLversity Arch* andw ~f atotical 
Etanuscripts Collee tion, Yale University ~ i b r a r y )  , g. 3. 



rule of the manyn or a state  where "all those who are 

once adml~tail to p l i c L c a l  powor oco oquaL und that ehn 

power lies w i t h  the numerical lpajority of there equal 

units. '* 21 However,  he geEiaal tern can be sub-divided. 

The f irst  kind of "democracyM--and the efmpltstL; i s  Ipure 

democracy," as exemplified by the New Ewland tm m t a t i q .  

There i a  i n  the town democracy no govarrtmmt, 
properly speaking; there are no in s t i tu t iam,  or 
the institutions are of a very rudimentary char- 
acter* The officers are only administrative func- 
tionarkas ; their powers are closely defined and 
l i d t a d ,  thev act  under hmediate direction, they 
exezefse routine functions, have no in i t ia t ive  
md little discretion, Ln. the town w e t *  the 
init%at%ve lhss with the individual citizen; 
thar body also retains in its own hand8 the 
whole formettive process acts by camittees 
when i t  is nacssaary t o  form measures which the 
mass meet- cannot conveniently do. The execu- 
tEon oP ~pacbl unBertdkbgs is a k a  entrusted 

ttaes or camistiions created for the pur- 

Arxother  type of a*dmnocrercy*' i a gtreprscrerat ativm dumocracyg@ 

where the sovereign citizens send ndelegatee" in  their 

place to perform a specific duty* W a t  dexngsteer are 

agenta of local and other interests who are sent into an 

arena where mtereeta are loac or won, to L f g r ~ ~  Zur- WLL- 

cular ones, They do not, therefore, fonn a great council 

of the nation, but a body of stmggling an6 seramblfng 

21~lpmer, *Definitions of D-cracy and Plutocracy, 
Barth-Humcar, . ,, pb 293. Sec altrro, Slrmn-9 "MV~~C*  
Organization in America," The Cfiallen~e a f  Faeta, . *, 
p, 305, 

22~-er ,  MRe'lbrrpo~ibLa Govar-nt," QalLenge of  
Facts, . ., p, 257, 



a t  torneya , t t  23 The great fault of utepresontstive demo- 

cracy"--aria rn a r l  rtle mdemacraclesw tna  t sumner aer lnes -- 
l i e s  lain its wsa.hess in the face of local demailds and in- 

reres Cod ClrqueS . '' 
A system which is a representative of interests 
looks upon the effort to get what one wands as 
natural and kn  the order of things,  t o  be re- 
sisted by those only whose interests may be 
threatened, The confl ict  of polit ics  there- 
fore degenerates into s struggle of will-force 
meaeured by votes; arguments are thrown away 
in a l l  bst t lm--when rn bod%+$ QE men w i t h  op- 
posing deteminations met, then force of the 
kind suited t o  the arena must decide. Hence 
the weakness of the representative democracy, 
in i t s  inability to  give support to the publ i c  
interest, or the national welfare, or a per- 
rtranent pall.ey, or a far-sighted benefit, in the 
face of 8 aectioml d d ,  or a tmporaey and 
short-sighted desire of a large num , or the 
s e l f i s h  purpose of a strong clique. Br 

Since there seem to be no other important institutional  

structures besides majority rule in Sumnergs conception 

of Mdwnocracy,M it is no surprise t h a t  this  Hdemocracyw 

always degenerates into ol iga.rehy or jacobinism. 

h the working of majority rule it always degen- 
eratea i n to  oligarchy; a majority af a majority 
fs endowed with power, in one sub-division after 
mother, until at l a s t  a few control. . ,The ds- 
generate form of democracy, when i t  runs out 
into am olfgerchy or when i r  is entirely unreg- 
ulated by constitut3,onc 1 provisions, is o f  t3n 
designated a s  jacobinisrn. It is the rule of 
the clique, arrogating to i tself  the name 
people or the right  t o  act  far the people. sf "" 

25~umner, BtAdvancinp Organization Fn America ," 
Challen~e of Fa.c t s ,  . , , p. 305. 



Sumer claim that the heart: of **demcracyfl is aromfstic 

~ q u u l i t y  and zwjuclf;y male, 26 u a ~ r r ~ ~ i a l  ~mtuxa of 

ndemocracyn cliffera l i tt le  from any other  political dogma; 

i c  i s   USE -Ocher '*ocracy. tg 27 Insee&& of  c l a s ~  rule by 

one (autocracy), i t  i s  class rule by rhe majorLty, a form 

of '*demoeratic absolutism ," which is as **slavish and false 

as any doctrine of royal absolutism, J8 lt is ~sLavish 

and fareen because the notion of equality cannot be true 

in fact, nor should f e be; "the dogma that men are equal 

is the most flagrant faleehood and the most baaoral doc- 

trine which men have ever b e l i e ~ e d , ' ~  
29 

ft is also slav- 

ish and false because majority rule is a perfect mechanism 

for destroying Swuneras conception of c iv i l  Liberty. Sum- 

nerian democracy is a body of doctrine whP~h contains tso 

guarantees that it will act  to preserve liberty and pri-  

vate property. 30 More than Likely, he maintains, the sov- 

ereign majority will "aggrandize i t se l fM like any despot 

holdiw power,  while at t h e  same t b e  propagating dogmas 

about the "divine right of the sovereign to rule, and the 

26 
Sumnar , Collected Essam . , , p. 103, 

27~il~iam Graham S-er, Essays of William Graham 
Srrmner, ed. A l b e r t  Gallaway Keller, Maurice R. Davfe, 
*-!hen: Yale University Press, 19341, p, 218. 

28 Sumner , MAd~ancing Social and Pol.Ltica1. Organiza- 
tion in the United States,lq me Challenge of Facts, . ., 
p. 305. Or Bee, S w e r ,  Collected Essays, , ,, p, 103. 

29~-er, rSacio logical  PalLaeies ,' Earth-Kwer . . . , 
p. 362. 

30~-et, W o l l + L o s  in  h c t L s a ,  1776-1876,11 me For- 
Kotten m, . ., p, 290. 



@'duty of passive obediencetf by the outnumbered minority. 
31 

He cone ludes : 

Democracy, then is primari ly  dogma, and as ta 
dogmas the question always is are they true? 
Mow the do- of eqwl i ty  is not t rue,  and the 
dogma of the right of the masses t o  rule is nor 
true, The evil of a l l  the old governments, 
autocracies, oligarchies, and aristocracies, was 
(2) that they were class governments, and (2 )  
that they involved arbitrary power. The eom- 
plete condenmettion of democracy i a  that it is 
class goverzment liks all t i a m  rent, only that 
the power f a  given to a di f f  ent class, and 
it invalves arbitrary power, 35 
a ~ k s l -  11idrrt;alua that the peliritcrl form of guverxa- 

ment which he describes as; wdsmacracyH had been almost 

inevitable in  the United States. ft atosc npenfsna~ualy 

from the "facts of economic lEfsM m d  not from the w a d s  

of enlistened statesmen. 33 ~e fiords zhae America is 

democratic because "the ratio of population t o  landM is 

such that she can be nothing else; it i s  the frfnduatrial 

and social power of the masses of the popularion in a new 

country w i t h  unlimtted landH which has made us democratic. 3b 

To speak af political aristocracy or monarchy i n  an ecano- 

mEcally c Lass Less, bdependent-s tyle farmer economy, w i t h  

31~$d . ,  pp. 290-291. 

32~-er, Collected Ewavs. . , , p 104. 

33~ummr, le~tivancing soc ia l  and ~ o ~ i t t e a ~ .  kganiza- 
tion in the United Sta tea  ,Is 7310 Challswe of Facts. , 
p+ 39h, 
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u n l h L t e d  amounts of land, it to talk nonsense, 35 

Thus, Hdemoeracyis is alxnost inwitable  given the eco- 

nomic conditions of large amounts of land and a heavy de- 

mand for men,  36 Its passing is also inevitable when the 

economic conditions which sustain democracy df sappear, 

For Sumner, grdemocracyM is an evolutionary &mlLtLcal phase, 

w h i c h  f s ref t behind etas fnevitably as an infant after 

b ir th  must go on to the stages of growth and e~perfence,'~ 37 

Be re~ards Lt as a neeessarv stage in the mlitical d e , ~ e l -  

oment of a young country, but t h h k s  it completely un- 

workable and impractical for an crowded, indus- 

trially mature country, where ;tt of fsrs nothing "but a 

short  road to C a ~ n a r F s m , ~ ~  38 

Republiecsn Government 

Zhe type of governmental institutional arrangement 

moat acceptable to Stlmner is mrepublicanfam,n *a form of 

self -government in which the auEhority o f  the s t a t e  is 

3 5 ~ u m n ~ r ,  "Advancing SacFal  asd Pol i t ica l  Orlantza- 
tion h the United States ,I8 I h e  ~~~~~~e of Factsr *., p.338. 

36~umner, "What Wneipatcs ," The Challenge of 
F a c t s .  . ., P. f t b .  

"s-er, ~ ~ v a n c i a g  S O ~ ~ L  snd ~ o ~ i t i ~ a l  Organiza- 
tion in the United Statsa,W The Challen~s of Facta,  ,,, p.331* 

3 a ~ ~ e r ,  wD-tacy and Reapomlble Gwernmmt ,I 
The Chall-, of Fact~, . , , p, 275, 



election, " 39 Th%s political form, and not lldemacracy,~~ 

had been the original idea of the ''founding fatbra"-- 

especiaZLy Wilton--and only republicanism insured that 

the n-jority shall be constftutEonally expreaeed 8x14 

that it shall be a sober, mature, and well considered 

w i l l .  *I 40 

The f ~ m e r s  o f  the Constitution, w i t h o u t  having 
any precise dcafinir6an af a r~publie in m i n d ,  kmew 
well that i t  differed frm ir democracy, No one of 
them was s dmocrat, They were, a t  the t b e  of 
Eramfng the Constitution, under an aop~lcfal &ead 
of domae~uuy, orr a o m o u t r t  of a s  tebaf l ion in %ea- 
scbscrtts. They meant  to make s Canstitutkon fn 
order to eetabliab organized or tlrtfeulatd lib- 
erty, gkving guarant6tsa for it which should p r o m  
toet At frum populruc tyranny as aruEh as from perm 
soagf de~potism* hdeed,  they recognized the 
fa- as a g r a t  danger, a e  latter as tr dslu- 
eion. They therefore established a canatitu- 
cional repubLlc, The eaesnzial f s a w e  of such 
a s,vstam of gwe-at (for it; is a system of gov- 
ernment, and not a political theory) PH that pol i -  
tical pow= be conferred under a twnporarp and ds- 
feasible tenure.61 

intended goals and in institutional t0oI.a neeesaary to 

achieve goah ,  He believes that the major goal of demo- 

cracy i s  "equality,It and that majorf t y  rule i s  the fnsti- 

tutAow1 tool equipped t o  achieve--through legislation-- 

39~rmmer, DBcpubLican Oo~emmsent,~1 The Ciaallerne of 
Facts. .-, p. 226. 

'Os-er, NAd~ancing S o c i a l  and Pol i t ical  Or8-a- 
tion h the United Ststes,@"e Chall-e of Facts, . ,, 
p, 3 3 6 ,  

''$UmnSrS ' P o ~ ~ c ~ c s  hl h le r i~ . ,  1776-1876,' Ihs For- 
patten m . ,, pp, 289-290, 



exactly that end, A republ ic ,  an the other hand, a h  

to preserve eivil ltberty, 

3L beg here to  emphasize the distinction be- 
ween a democrdey a d  a rcpubiit ktause tht pto- 
ple of the United States, Ilving irr a democratic 
republfc, almost universally confuse the two el@- 
menta of their system, Each, however, must atand 
or fall by i tse l f .  . ,If the principle of squaX- 
i t y  is w h a t  we a h  a t  we can probably get Lt--we 
can a l l  be equally slaves together, If we w a n t  
majority rule, we cam have it--the majority can 
paas a plebfsc%ta conferring permanent power on 
a despot, A republic is quf Es amt;her t h i m g .  
X t  i s  s form o f  self-goverxrment, ernd its first 
aim is not equality but c h i 1  l iber ty .  . ,It 
ftumaunda the individual with safeguards by i t s  
permanent constitutional provisions and by no 
means leaves the individual e the atate a pr 
t o  the detemhtfnn of a numerfcal majority, 81 

Since c i v i l  liberty refex# t o  the status of a man who is 

figusrant&ed the use of all his mm ~ w e r a  exclusively for 

his awn welfare," a republic, by Sumer'r definition, is 

man's l i fe  and property are guaranteed safe from expropria- 

tion by the gavemeat  or other men. It must be noted 

that the difference between *#democracyM and nrepublican- 

such that it does not embrace the p r i n c i p l e s  of his d e f i d -  

ti on of nrepubllcanism. In effect , wdemoeraeyvl p l w  the 

appropriate insticutions t o  protect c iv i l  liberty fg "re- 

S r m e r f  s deEi  nitf on of republican government is c b -  

42~lpaer, u ~ n p l b ~ i ~ a n  ~ e m n ~ c , ~    he -1l-e of 
Facts. . . , pp; 226-227, 



acrerized by the institutionaL safeguards it erects be- 

tween the h d l v l d u l  and the State. Among the most cru- 

cial of these devices--which Srrmner aimply m s s  but does 

not elaborate upon--are ( 1  1 a (2 )  a sys-  

t e m  of checks and b a l a n ~ o s , ~  ( 3 )  a system of political 

parties ,45 and ( 4 )  am orderly election procedure. 46 other 

less ;important institutional. devices which can a c t  as 

#khecks on da~~cr&cy , f f  are the presidential veto, the 

power o f  the Senatel and the "p~~ro6aeivea of  the judi- 

47 ciaryew To malie these aafegwrds effective requires a 

popu1at;ion which haa a 'gtxigh state of Lit-elli&ance, pli- 

tical sense, public ~Lrb ie+~  and '%xtraordinary indepen- 

dence, power ro rasiae false appeals, far sighfed prrtcio- 

ti-, and patient =sf ~ e c t i o n . f l ~ ~  The results of republi- 

canism w i l l  be coincident w i t h  %he degree of Hpolf t ic ir l  

- 

tfon fn the united $tateslW w e  of Factn. - 
p, 335. 

45~um3ef:, Collected Essavs. . p. 108. 

tion Sn the ~ G i t e d  state; ,N The Chall-e of ~acti. . . , 
p: 335, 

48~lmner, n h p u b ~ i c s n  ~avemment, Challenne of 
Facts, , ,, p. 227, 



p o l i t i c a l  system can embody both the insritutional de- 

vice3 and t;hc Lntollectual v P r t r i e =  liated, it can under- 

take the taak of tepublicm government. Sumrasr was not: 

v v s ~ l y  wptomirtSc conucraing tho abPlity af any pa l i t i ca l  

system ro do this ,  however. 

Elections are an important element in ropublicm gov- 

ernment, and Swrner detai ls  m y  subtle pointa in chis re- 

gard * '' For instance, the theory of republican govern- 

ment assumes that the baLLot is an adequate device for 

getting rn accurate expresslon of public tliury;tt QL will. 

However, this assumption--when applied to the real pol i t i -  

cal world--my be very unrealistic if (1) the voters who 

cast  bal lo t s  have no definite ophiona about i s s u e r ,  ail& 

are apathazie and uneducated, or ( 2 )  if the ballorLng pro- 

cedure i tself ,  either casting or counting, i s  replete with 

fraud and error, If either s f  matian exists, the baballoe 

ia not an adeqwta device for detesminkng public will, 

Public ballatjag is also quite inappropriate for the pur- 

pose of electing administrative officials;  here, public 

knowledge to form an accurate judgement as t o  fitness of 

camdidates f a  simply not &vailabls, fn $his area, apracf- 

f ical ly ,  executive appoinaent or  a Civil Sentice System 

will pobably provide much b e t t e r  results than the sya- 

t m  in use. 50 

4g~-er, Collected E~oavs. . . , pp. 114-119. 

pp. 113. 139. 





and t o  prosperttylM 
55 

Alaough S m e r  believes that the electLon procedure 

is important, i t s  importance should not be ov+restfmated, 

Elections themselves are no guarantee of good government, 

nor do they necessarily guarantee a proper respect for 

c i v i l  1Lbsrty and property, The only guarmtees of gaad 

government are "ttle institutions of civil l i b e r t y  which 

have been nrought out by centuries of experience, and are 

nnw a e ~ q - t a i l  hy e n n r a ~ i h l t r t n m a ' 1  prnv4sl.nna,tf 
56 An intrar- 

est- f i n a l  note ks that Smmer belEevee that the great- 

est tkroat r o  *one c i v F l  liberties and ra gaad govern- 

ment e m ,  not from the executive branch of the govern- 

ment,  but fraar a ggmomentaey popular majorityM in the Hause 

o f  Rep~es&jrtar;Lve~ * 57 

Politfcal Eeonmny 

The primary funcrian of republican government is tO 

preserve civLl liberty; for Sumng, this means essentially 

rO m a L n C b f t l  O r u e r ,  aclmlnlstet JusrLce, and pruter;r prlvare 

property. 58 in pursuit of theae goals the government nay 

5 8 ~ ~ e r ,  .The Forgotten Man,Y The For~otten Man... , 
p. 487. 



also legitimately--if enlightened--ficnllect infunnation,,. 
L 

and furnish pubLic faclllzLes ," a d  oven eutahl lah bu- 

reaus: of Agriculture, Education, StatLstics and Census, 59 

However, as a general rule, lalsaez-faLre 1s m e  proper 

governmental philosophy, and the soundest political eeo- 

nomy for statesmen to observe, What Laissez-faire mane, 

and why it i s  the soundest, most reasonable public policy 

f s  the topic of this sectLon, 

Uissez-f aixe 

For Sumner, as for Baatiat  and Spencer, laiasez-  

faire does not mean fkhizags left to f;hemsekvssH or OTrhe - 
unrestraked action of -natureN; on the contrary, it means 

'Ithe, . .rational application of h w a  intelligence ta 

the assistance of natural de~elopment.'~ 60 ~urrmer holds 

that the French merchants had put it exactly; "kt ua man- 

age ourselves.og Thm, ha conceives Idssaz-fair* to be 

a policy of self -management where individuals apply 

brafns #'to trade and industry so as to develop and im- 

prove them,H without the guidance or wiadom of hterfsr- 

ing statesmen or legislatars. T& the statesman the warn- 

59 
Sumner, UDewscraey end Reapansibla G w e m a n t , H  

The Cha1fesll~;e of Fact#. . ., p. 278. 

%-er, E~says of WI11L.m Oraham S-er, Volume 11, 
sd, A* C. K a l X e ,  Hs El, PovFo (New Maven: Y a l e  Unfvrami~y 
Prers, 19341, p. 469. 



ing is clear: ndo not meddle, , .do not regulate, , .do 
not give orders. . F' 62 

k t  why does Sumner feel "that the best  way t o  m i n i -  

mize the dangers to  dmacracy, and fern it, is t o  reduce 

to the utmost its Eunctiocs , the number of its off i c b l s ,  

the range of its tax%% power, the variety of its modes 

bf im~imhg bn the hdividual ,  the -t and r a g e  af 

i ts  expenditures, and in short, its total weight. . .q3 
Slmumr1s essential reasan far upholding the ph5lasophy 

of non-frrvolvement by goverxxnenf h private economic af- 

fairs  is that he Pears the pl i t i ca l ,  economfc?, and mral 

consequences of plutocracy, He def faes plutocracy as a 

npol i f ira l ,  form in w h i c h  the real controlling force fa 

in this political. form, wealthy intermt groups 

oantrol and mtmipulate the legislative rrrachiney i n  their 

own economic interests, 64 A plutocrat fs a "man who,hav- 

irrg %he p o a ~ e ~ c r  Lust uf c a p i L a l ,  and havlng r;Rs power OX i C  

at his disposal,  uses it, not industrfaLly, but pol i t i -  

cally; insmga of  emplaybg laborers, he enlists labby- 

6 2 ~ a ~ . ,  pp. 468-472. 

63~mmer, 53-cracp and Modem Problem ," - Earth- 
B w s *  %, p m  304. 

64~mner, Wefinit ions of Datnocracy and Plutocracy, " 
E ~ r t h - H u f b ~ s r m  *, 293, 



is ts . l1 
65 

Plutocracy, by its very nature, invites vicious 

lobbying far special favors, legfs ls t lon,  exclusive fran- 

chiae and monopoly privileges, 'by all, sorts of diverse 

economic groups which seek to enhance their economic posi- 

tions, not through the markst, but through political priv- 

ileges desjgned to I fget around the market,4g Ecanomfcally, 

this  %s disastrous since m n o p ~ l y  privileges fetter cwr- 

pe t i t ive  enterprise and deter economic ~ s o w t h .  Pollti- 

cally, plutocracy turns the legitimate functions and 

Pawers of government into a polltical Hblackjackll to be 

wielded by the wealthiest pEessure groups agahst their 

enemies, and eventually, the  p e s t  of the population. It 

practically assures polit ical  graft and corruption, rhe 

undermining of governmental morality, and thc general de- 

terioration of any serious respect for the ideas of re- 

publican guvcrmcnt. fn fact, c i v i l  l i b e r t y  becomes fn- 

compatible with the aims and methods of plutocracy, 66 

, . , the most sordid and debasing form of pol%- 
tical energy known. . .Xn'.ita motive, its pro- 
cesses, i f s  code, and i t s  sanctions, F t  is in- 

6 5 ~ - e r ,  w~oni ~ c l :  of ~~ucocracy  and ~emocraoy ," 
Earth-Wsr .  , ., p. 297, 



finitely corrupting t o  all institution which 
uudrr t;o p r r z o e ~ ~ e  and protect aocPsty, g7 

Thus, Sumner fears plutocracy because this  M o l y  alliance 

of p01ir;Lcal and economic p w e r  w i l l  l u o b t  daaurtldly das- 

t r o y  his conception of civil l iberty  and republican go7r- 

ernment, and his  vision of ern eff ic ient ,  rational econo- 

m i c  system capable of change and grwth. Given these 

facts, the only w i s e  and inte l lbent  policy in the f i e l d  

of pulitfcal economy is to minimize to the umast the re- 

lations of government to industry. S-er believes 

that a separateon of s t a t e  and market--like church and 

state--will the g r d  f r o m  under plutocracy. rt 69 

Hence, he supports Laissez-faire because ft is the only 

palftical economy which can avoid plutocracy. 

In general, a democracy or a republican form of gov- 

e m n t  becomes plutocratic tbough napecial  intetes~~ 

legislatioxl, or what Sum- cefera to 68 speculative leg- 

islation, S t  f s through such measures as the Lnteratate 

Catrmerce Act, the Bland Silver Bi 11, proposals for bimet- 

allism, the tax an ole-rgarine flnd in general a l l  subaf- 

dies ,  tariffs and taxes t b t  the aL1imcs between capital 

6 7 ~ m e r ,  Wef i n t t  ions of Dsmocracy and Plutocracy ,* 
Emth..Hunp;err , ., pe 295, 

69~lmnar, IlSsparation of S ta te  and Market ," Earth- 
Elmer. , ., p, 310, 



and political power i a  conceived and sustained. " S-er 

depat ica l ly  oppooaa all such legislation, and hi= nppasi- 

tion can be specifically s e p ~ ~ ~ a t s d  into polftical and em- 

uctlltic areas. ( ~ f i a  opposffiarr ta such l a ~ i a l a t i o n  on 

moral grounds w i 1 3  be covered in a Later aeetion.) 

PolitLcally , Sumner opposes a l l  erpeciaL bintares t leg-  

falatiart because it tendst to enhance the forces of pluta- 

eracp by destroying any meaningful concept of civil l i b -  

erty, All tariffs, taxes, and subsEdies flwt his  d e f i -  

nit5on of c iv i l  liberty where ''a man i s  guaranreed tly 

law and cfvel fnstitu~Eans the excLusive employmenz o f  

all hEs own powers for hfa czwn welfare." 71 If the pro- 

ducts and fruits of the Wpawers" of man--his property-- 

can be W e n  in the form of taxes and given to another 

in the farm of tariffs or subs idies , and if th%s redf s - 
t r i b u r f o n  of wealth c m  be de fedned  by self-interested 

pressure groups, then the original concept of civil lib- 

erty and republican government clearly becomes m e a n i n g -  

less, flutocraey, like Surnaervs @Qiegeserate democracy,M 

7 0 ~ .  L. ~a-rd,  Social science mories of ~ i 1 -  
lfam Graham S l r m n e t  ,@@ Socfal Foreen, ,Val& X f X  (~acamber, 
19401, pp, 153-175. S-er referred to this sort of Leg- 
islation as "spec~latfve,~~ "Any legislation which does 
not proceed out of antecedents, but i s  ixwente8 Fn order 
to actaln eo icieals, i s  neceaearlly spefuLnC&ve; Zt deals 
w i t h  ramrerjtfisd an& unverifiable propositions and lacks 
a l l  garantees of its pract$cability or of the mtwe of 
i t s  recrults.~~ Sumer, HSpeculative Legislation," 
Cbdirllsn~s of  Facts, -, p. 215. 

T. 

'I~mwer, "The Fo+gottaa The Foraotten Wan..., 
P. 472. 
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can never guarantee to man =he excLusive ownership and 

u n t  of his own wcsalt;k im hict own way for hHc own exclu- 

s ive  purposes. By definition, i t   seek^ to a l t e r  these 

t-elatioilships. SurnDer also opposes th i s  type of s-tu- 

la t ive  legislation because most of it politically FL1- 

conceived, hastily asearabled, and passed in ignorance of 

i t s  content or true consequences. 72 

However, the mast lmportsnt aspect of Slmtnerts oppo- 

s i t ion to speculative legialat%an is eoonomic; i n  a word, 

speculative legislation is sinply bad economics, As a 

general indictment, such Legis lation always tends to  fa l l  

behind the times, always tends t o  become dated as the eco- 

nomic circarmsmnr;es which had orPglnal'Ly given rise t o  

the legislation necsssepriLy change. 73 
%us, the legisla- 

tion always becmes ill-fitted to the new economic situa- 

tion, and works undeserved hardships on all new e c o d c  

groups and inter= t a .  Sumer holds that the Medieval 

g W  syrtant, w i t h  regulations an prices and wages, i s  a 

perf ecf case where the legislaf ive It'pclvileger of  one age 

became the bondage OX the nextSn and where the SySFeat of 

legislative enactments became a nEetter on b8ividual ed- 

terprise and succes~," snd an effectgve deterrent to eeo- 

nmLc growth and developaent. 74 

7~~umner, "Legislation By Clamor," The Challemc of 
Facts. rn L, pa 189, 

73~-er, itstore Interference," War. , ., pp. 213-228. 



Here was  p la in ly  a complete system, which 
had a rational rnot%ve and a l o ~ i c a l  method, 
Xhe object w a s  to  keep a l l  the orgwa of society 
in their accepted relattons to each other and to 
presewe all 3.n activity fn the lneaaure of the 
social  neede, Tho plnn P n i  I ad esrt~frcl y, It: was 
an hpoamible  undertaking, even on the nmuw 
arena of a medieval city. The ordinances of an 
authority which stood ready to interfere at any 
tima and in any way w e r  nacessariLy inconsis- 
tent and coatradietary. 75 

Applying the concept of a medieval system to madern gov- 

e m n t a l  regulations, Suxnner implies that p a r t i a l  regula- 

tion is UAS table, and soon spreads--within a system of 

plutocracy--to encompass all economic areas. Once the 

legislative door8 are  openad, a11 spseial interest groups 

seek advantages vis-a-vis one another. This, again, i s  

unfortunate, 

lZ l~ fact should not be overlooked here that, 
if we are ta have the medieval system of reguLa- 
tion revived, we w a n t  it altogether, That sys- 
tem was not, in Lnttntion, unjust. Accord* 
to its light it aimed at the w e l f a r e  of all. 
It was not- i t s  motive to give privileges, but 
A system of partial interference i s  sure to be 
a system of favorftism and injustice. Lt is a 
Byatem of charters to some to plunder others, 
A medieval swereign would never interfere with 
railroads an behalf of s h i ~ ~ e r s  and s t o ~  there, 
Be would f;Lx the interest on bonds and other 
fixed charges, He would, upon appeal, regulate 
the wages of employees, He w o u l d  f ix  the price 
of coal and other supplies. He would never ad- 
m i t  that he was the guardian of one interest 
more than another, and ha would interfere wer 
and wer again as often as szockh~lders, bond- 
holders, mn$layeprst, shipper#, etc., could pep- 
a d s  him that they had a grievance. He would 



do mi~chief over and over again, but he would not 
do intentional injustice.76 

Another even more serious econmic consequence of 

specuLatf.ve legislation i a  i t s  ironic propensity t o  pro- 

duce the opposite reeults of thorn intended by the legis- 

lation. S-er notehi a number of cases of this curious 

phenomenon in  h L  writings,77 and a t t t t b t e r  part of 

the reason for i t  t o  the fact that "our salutians have a 

far greater chance t a  be wrong than f a  be right, fit78 

A better explanation, however, and a more analytical 

one, is that mat speculatfve LegisLation interferes with 

the laws of supply mid 8-d such that the appberite p r i w  

vat% econamie behavior Pram that intended by the legisla- 

t ion La encouraged, Sumner was familiar with th i s  explan- 

ation ( i l luatratsd b e s t  in Herbert  spencer*^ Social Stir*  

~ 1 ~ 1 . ~ '  t o  w ~ c h  S-ar had access) and applies i t s  win-  

c f p l e s  many tfmes fn hfs examination of such it- as tar- 

iffs, railroad leg%elatian, Nper  money m d  ucrurg L ~ w s .  

In these instances, the speculative legEslation does not 

produce the r e ~ u l t ~  ineend~d b~~aur te  (1) tk19 COPV =ifla nf 

- . - 

761b~d=* P 217. 
77 Srrmarar, %peculativs Legislnt~on,~ The Challenrr;e of 

Fsc ts . ,, p, 219. See also ,  Simrmer, 'gProte~tfonL~~~ me 
Teaches that Waste Make. Wealth." The For~ottWl 

Efan* . ., pa 25, and Starr, WPlLfam G f a h a m  ~umner, p. 16, 

79~pencae, S a c l r L  Statics, pp. 339-347. 



the economic account i s  never examined, (2 )  the legisla- 

tive e n a c m t a  forbid desirable economic activities which 

rhe interested mrtits then attempt to attain through 

other Less comritfitfoxml eeonamfc maneuvers, and ( 3 )  goV- 

emmental interference with the price m e c h a n i s m  induces 

exactly the opposite prfvate aet ion from that which is 

inr ended, 

As an exsample to demonstrate the above theory, t o  f i x  

a price below an equilibrium rate in order t o  ease a short- 

age actually enemrages a more serious shortage, since Low 

crices lead to an increase in qantSt ) t  demanded and a de- 

crease fin quantLty supplied. In a more apeci f ie  example, 

uaury laws and the Interstate Goamerce Act both tend to 

produce the apposite results from those intended, Usury 

laws, instead af helping the poor, middle crass consumer 

a d  saver--as intended--have actually hurt him, since 

uousy l a w s  force banIts to averisatre, and thc overiaaue 

of notes frequently leads to panic and bank: default, 80 

Tka frlt;trstaec Coraraetrt A a t 9  f n ~ t a d  o f  prornstiag eomrpm- 

titfan and efficiency has, tlwough its rlrsbart-haulw clause, 

helped promote Xntfficianciea and dfseconomiss of aeale, 

while at the same t h e  giving unneeded impetus to rail- 

Fp~rd E R X B ~ ~  aXtd p ~ I & m  * 81 
Sbnilar illusrraticms are  also 

8 % i l ~ i a m  G r r h a a  S-er, A History of B a n k b ~  in the 
United States f New Yark: 'Las Journal. OF 6mmerce4 and C ~ A -  
srciaz -&letin,  1096), p, 182. 

81~umnee, wlpectalative Lsgiilnti~n,~ The Challenge of 
FaCf8. . ., PP. 21f-218* 



applicable  in the case of tariffs, 82 

Thus, speculaf Lve legislation is politically uxldes5r- 

a b l e  because it tends to nullify any meaningful concept 

of c i v i l  liberty, and eeonomfcelly undesirable because 

it leads tu rigid3.tie6, Fnefficienciea, and a misalloca- 

tion of resources that waste capital and frequently pro- 

duce pemree  results, S m e r  repeats agah and again 

that: only work and as l f -denbl  can create wealth and wel- 

fare: a l l  that smculativa le~irlation does i s  simply 

#get  ia the wayN and make things harder, 83 ~e concludes 

in frustration that #the Ermtest r e f o m  which could now 

be acccmpliahed would consist i.n undoing the wozk o f  

s ts tasmm in the -st, 

H a w p l y  and Aceumuloti.on~ of Capital 

Zt is crucial to note that S m e r  makes a careful 

distinction botw~cn wealth obtained by plutocratic ptivi- 

lege, and the legitbate accunwlation of w e a l t h  or capi- 

t a l  on a f ~ e e  nwrker;. Plut;ocracy rnocaaaarily invervsd 

arbitrary economic advsncages, and a plutocrat is cap- 

italist who uass the power of capitax for p l i t i c a l ,  

rather bduetrial  purposes, corlnrpting the polit ical  

82~urmer, fiProtectiontmn, the Alsa Which Teaches that 
Waste W s s  Wealth," The Forscotten Man. . . , p. 23. 

83~-et, CoLlacted Eera~a .  ., PO 92. 

84~-er ,  ih.t S o c k 1  Clicises. . ., PP. 102-103. 



s y s t m  w h f  la obtaining monopolies, franchises, and other 

special prfvf leges, tt85 W i t h  these advantages he can ax- 

p1oi.t h i s  compat;itors--if he has any--and the unsuspect- 

ing c6noumere. This misuse of political power to  r i g  eco- 

nomic markets is a prostitution of a e  purpase of rcpubli- 

can government and antithetical t o  the concept of c i v i l  

l iberty,  Sumner corademns t u s  uee of m a r  in no uncsr- 

tain gems, But be laud4 the opetations of the legftlmerte 

capftalfnt ar h s f n m n s m a n  who, ehratrph h t e l l f g a b e  d 

aelf-denial, obtains his by the production and dis-  

tributfen of produets an a free- (unhampered) market. This  

increase in wealth and capital is an increase in economic 

m u g ,  QE an increase in m n ' s  ability CQ extract goods 

from - w e .  86 (See Chapter m e a .  ) Since S-er =in- 

rains char presetkc Etle pdwer of eapltal is social 

and industrial an8 only in a small degree political," and 

since capital and aggregations of w e a l t h  have not--ae a 

general rule--been "put: t o  mischievous he con4ludas 

that the ttpowerif of mast corporations, t r u s t s ,  and inilus- 

trialLsts fs mostly economic, non-plutocratic and, there- 

fore, not reproachable. 87 fn fact, i t  is these very ag- 

85 
Stow Persons, ed, Social Parwlnlam: Seleetsd Es~ays 

of William Graham Srarmer I~ew Jersey: Prentice b I Z ,  lnc,, 
19631, p a  6,  

" ~ m e r ,  *~conormcs a m  Pc l iwe  9 M  ma W i l l -  ma- 
ham Sumer Pam- p. I, 

8 7 ~ ~ i c e  Re David, ed. Sunner  Today: Selected Essays 



gregations of w e a l t h  end capital that make modern fndus- 

trial eivflieation poasiblo~ Tba onZy capifulLofa who 

are conden;tnnbla are those who use legitinately earned in- 

couie tu lvtby fuc Y pecial f UVWL-s and px ivilegea , ur whu 
live off the earnings and s p o i l s  of tariffs and subsidies,  

Some illustration# may be helpful here. has w e -  

viously been mentioned that Sumner does not frown on 33- 

gregationa o f  capital,  nor does he frown on the inst i tu-  

tional mechanisms within which these aggregations fre- 

quently develop--the j o i n t  stock company or the trust. 

Both are  the cause and effect of economic development, 

and both axe Ifnothfng but. . .new devices in the applica- 

tion of capital to induatry and coamneree. u~~ In the vast 

majority af eases, neither has anything t o  do w i t h  pluto- 

cracy, 89 

On the other hand, one o f  the greatest plutocratic 

devices is the state-pranted n a r t i f l ~ i a l  m m a ~ o l y , ~  or 

the  extension of special privileges to specific individ- 

uw:s o r  ffrms, and the antry of regulation into specific 

economic act iv i t ies ,  Artificial monopolies necessarily 

forbtd competition by so favorin& the desighated firms 

that effective outside campetitLon becomes impossible, 

of W i l L b m  G r a h a m  Svzrmer (Hew Haven: Yale University Press, 
10401, PO 109. Sea alao, Xbid., p, 104, and Sumner, "The 
Forgotten Man," The For~otten Mrtn. . ., p. 269. 

88~-er ,  wS~me Words on Financial ClrLsessM The WL1- 
lh Grabam Surmner Pam* pp, 3-4.  

89§-er, WThm Forgeetan b n , *  The Fme.o++en &fan.. ,, 
PP* 268-269. 



Sumner holds that America has more of this kind of mno- 

poly *an any other counzxy in the world, and i s  not a 

"free country because of it."'' Again, this is a pluto- 

c r a t i c  situa.tFan, and completely condemnable from either 

a political or economic point of view, 

A possfbLe thErd area o f  eonfusion i s  the issue of 

@#natural As Sumner demonstrates , natzlral mono- 

poly is the ~lnorrrial s t a t e  of thingsu until men advance 

capi ta l  and competition f a r  enough t o  "break it down." 

It is easily percetved, upon a view of facts, 
that monopoly i s  in the order of nature, and 
that it predalminateo aver a l l  the mast funda- 
mental relations of man ta the earth an which 
he lives, It is a product of cfvilizarion, 
or a result of the capitaListic organization, 
or an tnventhn  of the baur~eoisie, as i s  so 
often asserted, If then any one desires t o  de- 
claim algainst: it, he must understand that he 
is at war, not w i t h  human hstftutf 
facts En the order of the universe. 

gps ,but w i t h  

S m m r  m a i n t a b s  that smefbnes, because of rhe very na- 

ture o f  the thing--its exLstence in t b e  and spaee--ur 

because of the very special nature of the economic con- 

t a c t ,  a smtuxal. monapoly davolopa (or mere aaouruetLy, 

prevails) within whlch c a p e  tition is either Impossible 

ox m w & m a t l t e d r  He C i t e s  such examples an managerial tal- 

ent, 92 gas, water, electricity, books, most transportation 

' '~~~mnee, *I@ liberty A lost Ble~sLng?,~ Earth-W- 
par, - =, P. 134- 



f a c i l i t i e s  and, especially railroads; rhese are monopolies 

of sorts which grow out of the nature of the context within 

which the activity f a  carried an, and not from the direct 

or  h d b e c t  intentions of man, 

The transmission of intelligence by telegraph 
is a natural monopoly. . .The pl~yslcal dif f icuf  - 
ties of reduplEcating the apparatus w i t h i n  the 
limits of space w h e r e  it must be used produce 
this necessity, The organi.a;ation for this pur- 
pose which has the ntasrt widely extended appara- 
tus, which can reach the greatest number of 
pwfnta, and which is ready t o  take any business 
at any t b e  and perform it with the least doubt 
or delay, will always have an advantage in com- 
petftian for business, k f  there is competition, 
which will enable it t o  advance to a mcrrtopoly, 
The reasons l ie  in the natural conditions of 
the business and there 6 ,  as yet  , no m e m a  
known for eacsping kt .  93 

Thus , there are %rmomliasN where the trphys ical  candirEeno 

of the space wiehfs l  whfch the apparatus must lfe make it 

impassible to brF- competition to best.flg4 They are 

founded in Hths order o f  nature,'# and "no one is to blame 

for them, ng5 &ria, th is  type o f  monopoly bra nothing 

t o  do w i t h  plutocracy, 

thinks shauld be done about monopoLy. Flutoeratie -no- 

poly-~artificfal monopoly--cam and should be stopped by 

separating seonasnic and political  power, that is, by deny- 



ing to economic interests  the advantages of speculative 

1 ogi n l  ation, 96 S t r i c t  enforcement of the ~rfncioles of 

republican government would  neither help nor hinder the 

actions of privato enterprtoe. S t m e r  Fntrght tWaughmt 

his  entire intellectual career for this policy, and 

against plutocratic tazif f a ,  srbitcary mivf legeo , and 

specaal favors granted to some business groups vis-a-vis 

others. 97 To eliminate these devicea wotlld be enough to 

restore campetition in those areas, or at least to make 

camperltlun posslble agaln, 

Namral monopoly is a particular problem, and one 

w i t h o u t  easy solution, S m e r  admits that a case for in- 

telligent regulation can be m d e ,  but declines to endorse 

any specific solution sknce he nuintans  that: nQ XatiQnal 

legislative plan has as yet been offered. He believes 

that a sensible plan of action is to ibpwb on to the next 

stage f-of industrialization-7 in which the progress of 

96~~lutaeracy,  as we have seen, consists in M e  poli- 
t i ca l  Parer of ca~imL. If c a ~ f - 1  were excluded from a l l  
interest in state action, and thrown upon the l a w s  of the 
market, there would remain only that power of capital 
which i s  roneed fn, 121s bdtis$r%al and, social, orber, which 
nothing can aet: aside o r  a v e r c a m e .  ff there were no longer 
any legis lat ive  monopolies nor any legislative guarantee or 
natural monopalfes, the only nabnopalLas which w w l d  remaia 
ward be such as no one can Sum=,  "Separation 
af State and &rket,lb m, pp, 310-311, 

98~t.rmar, HThe State and M~nopoly,~ E a r t h - e r a . ~ ,  
p a  276, 



invention or the madif ications of process are likely to 

b r i n g  Ln competition in a manner df ssstroua to the mnn- 

It 
99 

polies, . . It is wrong to legislate and *+interfere 

wft;h the develomen~ uf aamw glaaritic interest, under the 

11 . annoyance of some temporary phase of the problem, . , 
competitkon and evolutlonarp change w i l l  in zime--as they 

have done in the past--destroy the manoply positions of 

certain activities, loo Trying go conerol or regulafe the 

trusts or pools themselves s l w l l l  arrest the industrial 

forces in their development on which our social well-be- 

ing depends," and delay the advetnces hi Fndusw, techno- 

logy euld b e n t i o n  which, ultimately, man the breakdm 

o f  the t r u s t s  and pools themselves, S-er is con- 

vinced rtaat society cannot keep the advantages and 

forts of industrial civilization, while attacking--through 

l e g i s L a t i ~ n - - ~ * ~  social  inst i tu t ior ra  by which the creatian 

of capita1 is s e w e d . "  He would rather see society pery 

the price of temporary natural monopoly, thas Loss the Cole- 

forts of a civilization wrought by large scare Lnduslry. 102 

Thus, sEnce same monopoly is 8tnatural,n ~ Q C  nran-made, ahd 

since marr can do l i t t le  fn a ~onstlruCtive manner mmgh 

100~umnar, State and kbnopoly," E s ~ t h  , 
P* 276. 



LegiaZatiun about i t ,  i t  is best  to Leave its solution 

to evolutionary economic forces. 

Hence, as can be seen in this section, S w e r  seeks 

to  dbthguish carefully between economic and political 

m e r ,  bemeen wealth created and applied on a free mar- 

ket, and that  exploited by privirege on a rigged market. 

TO Imp these m a  dis thet  concepts togetheralas i f  a11 

wealth and capital accumulation were plutacratfc, and 

therefore politically dangerous--is t o  b l w  S m e r ' s  pol i -  

tical economy beyond recognition and k.ntelLigibility. 

Unfortunately Ear an mderstandhg of his poLiticftl eco= 

nomy, most of his  crftics have managed to blur this dis- 

tinction, 103 

e Forgotten Man 

Besides opposing speculative legis lat ion for p o l i t i -  

cal  and ecanamic reasons, S-er also opposes i f  becaruse 

it is the necessary tendency for all speculative legisla- 

t i o n  te "cruch out the rnfddla ~ l a n n - ~ ~  
104 S-er holds 

that the real burden of a l l  saciat Legislation m d  pluto- 

cratic: schemes necessarily fa l l s  on the greatt middle  class 

103 See, far example, Chslrlas m r  Page, Clas~ and 
Amstfccm Sociolop;~: From W a d  to Rass (New York: Dial 
Press, 1940), pp. 89-94, O r  see, L, L. Bernard, Jessie 
Berxmd, of eSpgriccm Sociolog  (New Yotk: Thomas 
Y. C r o w c l ~ ~ y ,  1 431, pp. 504 I 5 . 

l%wec, "%at Makes the Rich RLchet and the Poor 
Poorer," me Challeme g f  Fat@"+" --, , ,  , P* 70. 



of 4ffargotten man,I1 those haxd working, average cit izens,  

wbo are ulcuaareiy gorceU to pay--Ghrough zaxee, higher 

prices, ar wasted capital--far a l l  so-called social wel- 

fare measurers, 1QS He uses economic history, and @spec- 

i a l l y  the history of the Ramn h p i r e ,  t o  demonstrate this, 

Ln the Roman h p i r e ,  mflitary duty ,  vfolence, Lnsacurity 

of property, forced almsgiving, poor laws, and especf a l l y  

t w t i a n  "pressed hardest on those who, under the candi- 

tions o f  thefr position jltl Life an8 the demands which ware 

made upon them were try* to save capital and improve 

their c%rcumstance, The heavier it became, the faster k t  

crushed o u t  this class of persons, . ~r 
f o b  The madern 

economic counterpart of this phenomenon i s ,  he maintains, 

"the effect of taxation in this country, to drive out the 

small men and to t h r o w  special lines o f  industry f n t o  the 

hands of a few large capitalists, 1do7 

Sumner is convinced that ehe state  must both fulfill 

its l e g i t a t e  functions--that i s ,  to  preserve a d  pro- 

tect order, justice and private property--and avui8 st 

the same t h e  the plutocratic devices of speculative Leg- 

islation, i f  it is to prevent the destruction of the midcfle 

105 S w m a r ,  irThe Forgott~n b," The Foraotfon W r . m ,  

pp, 491-492, 
106 Swmer, "What Makes the Rich Richer ,'# The Challen~e 

of Fants, . ,, p, 74. (The tens* in t h i s  quote lute teen 
changed t o  agree w i t h  the tense of the wper, 

lo7~bid., p. 74. 



class, 

Zf the state  daea not do its work properly, such 
classes, representing the wide distribution of 
comfort and well-being, all die out If the 
atate F t a e L f  gives license to robbery axld spun 
ILatfon, o r  enfo=es almsgiving, it 5s work* 
t o  destroy the whole middle class, and t o  di-  
vide society into two great classes, the rich 
who are wow- richer, not by industry but by 
spoliation, and the pbur who are growing poor 
not by industrial weakness but by oppression. 968 

To unders,tand why Summer came t o  these eonc~usLons and 

why these views reinforce h i s  adoption of a political eco- 

nomy of Jaiasez-faLre, it is necessary to e m h e  his  con- 

ception of the *forgotten miin," 

Forgotten Man Defined 

For S m e r ,  the tBforgotren mantt is the Issimple, hon- 

est laborer, ready to earn hf s living by productive workt1; 

he is independent, self-supporting, and aska no favors. 109 

He can be either a small businessman or a cmmm laborer; 

the Fmportanr point is that he is not a %urdenSN "an ob- 

j ec t  of sen then t , "  or an ftobjeet of charitable aid and 

protectfonlti He is simply a clean, reaponsibla, h a d  work- 

ing  a3ddle class person who minds his  - bushessp and ex- 

pects o t h e r  people to mind theirs. Sumner maimrains that 

becausehe %s and makes m  lamor or,^ but goes on 

109~or a general discussion of the It forgotten man,* 
gee, sum-, "The Forgotten 1~lan,"  be For~otten bbn.**, 
pp, 465-495, 



about his work and responsfbiLities in hi s  own way, he 

is forgortea, Because he demands nothing, asks for no 

help, arouses no sentiment either f r o m  economists or 

st:atesmen, Ls the abject of nu crusades or cauees, and 

attracts no controversy, he is disregarded and forgotten. 

Consequently, a l l  the burdens of social and speculative 

legislation are conveniently laid art him a r  her, far the 

forgatten man " i s  not seldom a woman, JlQ 

Ths burdens are levied on the forgotten man by the 

l%ocial doctorsu or legislators who decide w h a t  the for- 

gotten man shall do for the lazy, the shiftleas and the 

irresponeibZe, Zt is important to note here that the in- 

tended beneficiaries of social legislation are = the 
paupers or the physically incapacitated--Sumner maintains 

that these are inevit&le efiarge on soc%etyff--but are 

instead the "shiftless, . .the Wpmdent, , ,the negli- 

gent, , .the im-acfica?, ; . t ka  inefficient, . .the idle 

. .the intemperate. . .the extravagant and the vicious, 11111 

dm-bearer of a11 speculatfvs proposals since he mezPtes up 

tho great bulk of the population whPch will fnevitably be 

called upon t o  shoulder rhe cost of these prapose~r, 

3unlner*a opposltlon t o  speculaclve legislatimn wn 

ecanumfc grounds hss already been examined. Ple ~Chames 

. pp. 491-492. 

lll~bi~,.. P. 475. 



waste precious capital, or "force," which if given l ' to 

suppar% a ohiftlocs and good-far-nathing peraan is so 

m ~ h  diverted Erom same other employmmt and that means  

Icon1 somebody else. . , If you 83.~0 a loaf of braad to 

a pauper, you cannot give the same Loaf to a laborer. 19112 

C a p i t a l  or consun~ars' goode sent me way cannot: be aent  

another, The real victim of wasted capital i s ,  a g a n ,  

the fiindustribus laborern who never acquires the bemf i t  

of what that capital would have reproduced if it had been 

dlreetly invested, o r  allowed t o  rewocluce itseLX fn B 

Moralf t y  and Legislation 

In the second instance, t h e  speculative legislation 

which requires the forgotten man to nbear the Coat and 

schemes for makixrg everybody happy" is winmoral to the 

very last degree, and opposed t o  the sfmplest camori -- 

smse,n 'I4 welfare Lagislation c l ear ly  offends Sumner s 

conception of jus t ice  and proper ethical behavior, He 

holds W V  i t  i s  wrong to tell a man who has already taken 

, the h s c  of a Certain  an ma IS &ver 
Thaught Of ," W a r ,  , . , p, 2&8, See also, Davie, &wm;~. 
Today, p. 12. 

114 Sumner, W T h a  Forgotten Man," The Forgotten 9 

p. 493. h d ,  swor, H m  shiteiw of R e s p o m i b i ~ i w  
The Cbl la3nat s  of Facts, , ., p, 198, 



care of himself and his family, that  now *'it is his duty 

to go and take care of some of his negligent neighbors 

or. . . to  pay an inspector to go, . . II 
It is all wrong to preach t o  the Forgotten h n  
that kt i s  his  duty to go and remedy other peo- 
ple's neglect, It is nut his duty, X t  Ls a 
harsh and unjust  burden which is laid upon him, 
and f t  is only the more unjust because no one 
thftlrcs of him wh laying e e  burden so that 
it f a l l s  on him, R6 

Sumner holda that it i s  unjust and morally wrong to  shift 

Wrsonal responsibilities f r a m  those w b  have bea naoli- 

gent in their duties t o  those forgotten men who W e  not, 11 7 

It 18 ~~13u8t  and morally wrong ta req i r f~c  the men wha have 

earned wealth on a free market to support those who have 

not, To r q u i r e  those w f t h  ability r a  moduee fn accord- 

ance w i t h -  the needs .of others, is t o  designate the capble 

as slaves and the incnpablo as aloths  --and maatera. 118 

t o  reverse the gqdistribution of rewards and puni.sh- 

menta batween those who have done thelcr duty, and tiaoae 

who have notH i s  a vicious, cruel nschme for making in- 

j u a t ; i ~ e :  pr;evrrll in human socfewr  1t119 5tmmer t m t ~  opposes 

116~wnner,  he Case of me ~ o t g o t t e n  EIM ~u+thar  on- 
~ f d e r e d , ~ ~  W a r ,  . ,, pp, 259-260. 

117~llsarct, "First  Steps  Toward a MtLlemiumSw Earth- 
thmaer, . ,, pp. 97-98, 

1 1 8 ~ i ~ ~ i a m  ~taham sumnet, " ~ y l ~ a h s  oi six Lectures ," 
The Sumer-Keller ,CoLIectkan, Box 53, Lecture 4 ,  Kf tori- 
csL Manuscripts Depattmant, Yale Univa+s$ty L i b t a r y j ,  p. 7. 

129~umer, "The Case of the Forgotten Men EWther Con- 
sidered," Waf:. . -, 0. 258. 
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all such 1egEslation on the grounds that while its inten- 

tions may be noble, i t s  means, examples, and consequences 

are clearly inmoral, Social legislation is paor economics 

and worse morality since both aspect8 work undeserved, un- 

warranted hardships on the forgotten man, and, ultimately, 

tend t o  crush the middle class underfoot, 

Sumation 

In a final sumatLon of S u m e r * s  position w i t h  regard 

to politiml economy, it can be stated that he supports 

Jaissaz-faire and condemns plutocracy because: (1) poli- 

tically, plutocracy tends t o  dea troy any m a b g f  ul Concep- 

*Fan of civil  15berty. (2 )  Eeanmieally, plutacraey Pn- 

v i t e e  rigidities, fnefficfencfes, a mih;allacatian of re- 

sources, and a general waste of producttve capital which, 

in combination, tend to lower product and sLow economic 

g r o w t h  and dtvelopnent, (3 )  EthLcally, plutocracy fs im- 

moral because it shifts  the personal responsibilf ty 04  sus- 

L a L n i n g  L t f e  X ram one mrson  t;w anor;her, arld u k e a  t Z z s  

s 'bn~centt* pay far the negbcted duties of the "guilty:' 

des tram rha mlddla class In the process. Thls Ls the 

heart of his political economy and the major reason for 

ik Phf losophy of non-interf erencc, 



CHAPTER FLVB, 

The next three chapters will be specjfic applic'a-- 

t i o n s  of the principles of pol i t i ca l  economy developed 

earlier in this smdy. Their purpose i s  to t e a t  the rel- 

evancy, consistency, and applicability of Sumnerta ideas 

to a w e  real issues in the economic world, The nlabor 

q u e a t h n o h i l l  be examined first. 

For S u e r ,  the "labor question" centers around 

three interrelated i s s u e s :  (1) the  determination of wages 

and wage rates; (2) the role and 1eg i tb t . e  function of 

unions; and ( 3 )  the purpose and consequence of economic 

strikes. The following sec tbn  will review 5umerts exam- 

ination af the determination of the rate of wages. 

Wa~es 

He halds that a wage is a payment Per  unit of t h e  

made by an employer to an employee, in exchange f o r  pro- 

ductive services, A wages system is an aggregation of 

auch rsbtfoa$hkpa, ar.5 ~ X Z Y L S  "enly where r'he ratio of 

populatian to land i s  such r h ~ r  class is differentiated 

which, having no capi ta l  or land, is dependent day by day 

for sup-=*: on a coatraat: rmlatiun wF*h t-hnna wha have 
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1 
capital," Thus, a wages system is not the only p o s s i b l e  

tecknique EOE d i c t r i b u t h 6  labor  wymcmta--ofhcr cyctcmE 

have existed throughout economfc history--but it i s  a 

a w t i a l  type,  and atists only Fn part8cula~-  c l ~ c w  taxices, 

Wagee are a cast  of production to the employer, and 

arfae at the beginnin;; of w h a t  Sumner refers to as a 

labor and fixed caplral cumbine Cheir energies to work 

up raw materials into marketable c m o d i t i e a .  The pay- 

ntents to these factors of production come out of capital 

accumulated from previous "periods of production," When 

the pracluct is f itkalfy completed, priced, and sold--in 

accordance w i t h  the laws of supply and demand--the mig-  

inal capital consumed in production is replenished, and 

afiy profits whfch arise are retuned to the capitalist.  

Now everything is ready for another product%on peridd. 

Sumner holds that the wages pafd the mplayee o r ,  

conversely, the c o s t  of the Labor factor t o  the employer, 

is a funerian 02 the suppLy and demand for  labor, 

lhe rate of wages is determined, like every 
other case of value, by supply and demand, 
The total capeta1 will be 8ivided bemeen 
wages, r a w  T+erials * and capigal,  by supply 
and d-d. 

Supply and demand ltare the relations which bind m e n  to-  

's-er, Collected Essavs. . . . p. 253. 

' ~ b i d , ,  - pp, 253-254, 



gether Ento a h w n  society  for co-operation and high or- 

ganization An 3 j o i n t  o f f o r t  to wPn rho supplies of Life," 
4 

They are the "uLt;'unate force or fact" which faces the eco- 

aamiat, dad t h y  caa be repttsented by antwo e w t d  t u t t k  

each other; that fs to sag, by two simultaneous equations 
5 

between cwo va~iables.~ ff  m a r k e t s  are free, supply and 

demand tend to clear markets. 

'Ihus, the determination of wage rates is solely a 

function of the supply and d-nd for labar in the labor 

maricer. in a g ~ V e n  period o t  production, wages are not: 

determined or affecred by the price of the praauet or the 

leva  of profits. These factors ariae and are imwrtmt 

only after costs have been incurred and, therefore, can- 

not e f f e c t  costs in any d i r e c t  way, For Smer, determin- 

ing the rate of wages is analogous to detarmhing the 

welght of a man; alehwgh a man's weight in the future 

may depend on a number of factors a d  may, of Course, 

change, hfs weight now is determined solely by "gravity 

acting on the mass of his bdy.Ii The #me is true, analo- 

gous ly , wf th wage rates. 

It is asked, what det-mines the weight of 
a scan? The anawer is, gravity aotfng on the 
mass of his body, No, Me Leroy-Beaulieu w o u l d  
say, that is a formula of Inflexible dogma of 
the ~ L n c i p l e  physciats. The weight of n man 
La d e t t m h e d  by the fact Zhat, if he has a 



good constitution, good health, good diet, 
obeya hygienic tulta, dote m t  werk too hard, 
loses no limb by accident, ete .  . . , his 
weight m y  bczarrse from o m  time t o  another. 
Such errors would not be possible in any 
science wlitlcal economy, but recent 
l i t erawe  f s largely merde up  of j u s t  such 
confused thinking and reasoning. TXle rate 
of wages is the rate at which services are 
exchanged for means of subsistence under 
free contract and earnpetition. It is there- 
fore deemmined by supply  and demand, 1 h  
price, rare of interest, rate of farci.gn 
exchange, and a l l  ather case3 of value, 6 

Since demand and supply are so bportsnt, ft i r t  

necessary to get some idea of what Sumnm has in mind 

h e  Ln the first p l a c e ,  he holds that men have not 

always been in economic demand; in fact, it is a %ost 

extraordinary s ta te  of things on earth--& revolution-- 

when men are in denmnd," when some men will actually 

pay for the presence of other men. 7 

Much more is it a rmarkable idea that m e n  in 
general should ever be in demand. . , We are 
not needed here at al l ;  the world misted no 
one knows how long without any inem on i t .  
mey were never missed by the other forms of . . mere is no heed for man and no 
dcmrnd fgr man, Ln nawre; it is complete with- 
wr: nun. C~zaisEZ -1 

The factor which forces the ~revol~tion,~ and suata ins  

the et?amxnic demand for m e n  is the sxbtence of capital. 

7 ~ u a h c r ,  nTha Derand f o r  bn,' The C k a L l u ~ a  of 
Facts. , ., p. 113, 



An economic demand is one which is backed up 
by an equivalent offered i r z  reward f o r  a aat-  
isfacttian af it, and the demand for men is sub- 
jecz to the same interpretation, or it is a 
f lctipn, The papent whLch must be brwght in- 
to the labor market as an equivalent to support 
the demumd far. mcn ie mans of subalatenca; if 
men are  wanted they must be subsisted, and they 
nust be subsisted in auch rich measure that 
+hey can sustain not only t h m a l ~ e q i  but also 
wkves  and little ones to maintain the increase,.. 

The means of subsistence are capital-pro- 
ducts which men who elre already here have made 
and w e  ready ea share WE- new-comers, as a 
means to psreuade others to came. This f s the 
demand for men, . . The case which i s  new, -om- 
alms, astound , is the one in which the m n  
who are &heady 9 ere not only do not dread new- 
camera or treat them with hostility, but even 
pay them, cut of the products of their own pre- 
v f w s  labor, to come, That is a true demand 
for men. &en it arises, men rise in market 
value, . , 
Xt 4s therefore, the dsmand far xnwll, eansisthg 
ia the capital and tools on hswd, ready for 
their support and uac, which maintains a n a k r  
of m e n  on a level where they cam struggle t o  
get a11 tho matergo1 wslfarc whfc the labor 
market really holds far them. . . ?l 

Thus, capital and capital goods austafin the demand for 

men by providhg the @#means of subeistencstt by which the 

demand for labor is effectuated. The greater the amount 

of capital and capital goods, the greater the demand for 

men aml the higher "the average rate of comfort for all.w 

Conversely, i f  %en are too numerous for the maas of 

'~bkd , , * *  PP* 

"s-~ar, What the Social Question Is,' The Challenne 
of Faets. . ., p. 132, 



sub@istence, t h e  atrrrggle for existence i s  fierce,tt 
12 

11 a man xlnds h # a w e P X  vvex-abundant or unskillea reLa- 

rive to other men, he con expect to f fwfn but meager sub- 

siscence rrom the stock of food, clothing, etc.  . .in the 

Hence, although wages are determined b.j sripply and 

demand, the important point to note is that supply and 

demand thesnselves are inf luented by a variety of factors, 

Sumner is quite aware, for instance, that the level of 

;immigration, and the degree of skill a productive worker 

acquires are imporcant elements bfluenchg the posft ton 

of suppry and d-md curves, and, thus, of wage rates. 

Wagea are high fn the United S t a t e s  because employers 

w i t h  bugs accttmulations of capital demand skilled workers 

fsl short supply. Surprfsingly enough, however, Stxmner be- 

lieves that immigration raise8 wages, s b a e  thta rela- 

tively cost-free labor woduees more %ems of subsie- 

tmcew than i t  subtracts from the sociaL product, thus 

bcreasing the demand for m e n .  14 

Sumner maintafns that wages are paid out of capital  

and not out of product--that is, rtot out of the revenues 

derived from the sale of the product, %e wage is set 

IZsurmer, SignifLcmce of the ~pmsnd for  en ," 
The Ckralletl~e of Facts, . ,, pp, 120-121. 



by the supply and denand for labor at the s t a r t  of a per- 

iod  of production; it is at this paint that  the contract 

i s  mads and the cost  is incurred. 

The nation that wages ever can be p i i d  wt 
of product i s  the m s t  ridiculous notfon vhieh 
has ever been fntroduced into political econo- 
my. fz  would mean tha-r; a man wfia waa rillislg 
the ground in Jma could eat the crop he ex- 
pected to have in September, or t h a t  s tablor 
~ u L d  be wearing  the East which he was &L%, 
Men could Pion oar Fhelr intentions, wear 
thelr hopes, and be warmed by their praises. 

wage rates are unrelated they ate ,  

respondingly, unrelated to  product prices, Sumner ho Lds 

that there is no d i r e c t  relationship bemeen the cost of 

labor and the price of the product, nor ran a rise in the 

cost  of labor force up the price of ~roducts, 

A person who comes into the market, there- 
fare, w i t h  something t o  sell ,  cannot raise the 
p i c e  of it because he wants to db SO, or be- 
cause his "cost of p~oductfon" has been raise.. 
He has already pushed the market t o  the utmuat, 
and raised the price as high as supply and Be* 
m a d  would allow, so as to win as large profits 
as he could, Huw then can he raise it further, 
just because his own circumstances make it de- 
sixable for him so t o  do? Lf the market stands 
so Urrcrr he ecrn raime his  prict, he wLLL do it, 
whether his cost of moductioa b s  increased 
or not.16 

If the employer could simply add any increase 
of wmes t o  hie pries, and so recoup himself at 
the expense of the consumer, no auplayer would 
hold out long against a stzUe. Why should he? 

s Collected Essavs. . , p 255. 

16sumner, w S r r U e s  and the Industrial Organization," 
The Pargotten Man. . ,, p. 251. 



Why should he undertake loss, worry, and 
for the sake of the consumera behind him? YP3 

If an employer shouLd say t o  his men, "MY 
business isr not prosperous Like that of my 
neighbors. 1 w a n t  y w  to work for me for $2 
a day, a l t h n  the rmrktt rate which you could 
get Ls $2.25"--he wauld not deserve a respset- 
ful  reply, Neither i a  there m y  aense at all 
in the demand of  the men, if they say to the 
m p l ~ y e r ,  flyour buainess is excsptfonally 
proaperuus, m d  we want y w  to give us $2.25, 
d t h a  the ma et rate which we coukd get etae- Jtl where f a  $2. 

If there is no direct relatFonahip bemeen product 

prices and wages, there is also no direct relationehLp 

between profits whfch came out of product, and wag- 

which came out of eapital, There is, corres~ndingly,  

no antagonism between profits  and wages. 

Lt is clear that wages and profits are not parts 
of the same whole, Wees were in capital at the be- 
ginning of the period of production; profets are 
hi the product at i t s  close. We cannot establish 
any equatfon between the wagea and the total cap%- 
tal, or the wofi to  and the total product, or the 
total capital and the total  product, How then 
can we estabEish an equation between wages and pro- 
fits #a ca to determ e the effect  on tao o f  varia- 
tions of the otherll p 

The facts are that wages are defermined by demand and $up- 

ply in the Labor market, Product prgceka (and, accordingly, 

profits) are d e t a i n e d  by the demand and supply far com- 

modi ties in the product market. The markets are distinct 

and separate, Prnd one set  of farces has no direct relatian- 

- 

17 
Ibfd., pp. 249-250. 

18 
Sumrrer, Cpllected Ewssvsl . , , p. 255, 

l g b d . ,  p. 254. 



ship w i t h  the other. 

Although Sumner mafntnfas that there is na direct 

relationship between wages and profits, he does, of 

course, admit an indirect relationship in the long run. 

It must be rmembered that he is t r w t o  explain the 

detsmination of a wage rate; his  cheory i s  almost e m -  

pletely short run. He admits, for instance, that in the 

long run  (after more than one period of production) pro- 

duct and prof i t s  may inf hence wages. Lf capital  sxs- 

tabs the demand for men, anything which expands cap i ta l  

will, eventually, rf fect wages, 

ff the product and profit of the Last pertod 
w e r e  large, the aceumslat4ba of capital will 
be lase--that is, the srock of supplies  far . 
laborers in m e  ne&r period will be greas; 
but it is nor until the next period, and af- 
ter an increase in capita that m y  effect 
on wages can be produced, $0 

Thus, a l l  sorts of factare may influence wages or the 

level of w a e s  over t h ,  although, for Sumner, only the 

supply and d-B fur Labor determine the wags rate at 

any given instant, 

Stmrnsr places great fai th in the laws of supply and 

demand, although he acknowledges that the lawa do not nee- 

essarily opaate by themselves, In fac t ,  the great eccw 

namic l a w s  of value asauma that suppliers and dmnders,  

and all economic agsnfg, will seek out--to the besr of 



ner says : 

Supply and demand does not mean that the social 
forces w i l l  operate of themsslvea; the Law, a8 
laid down, assmes that every p a t y  will struggle 
fu  the utmost f o r  i ts  inttzeata--if i f  doen net 
do so, it will Luae its in terests .  Buyers and 
sellers, borrowers and lendere, landlords and 
tenante, employers and employees, and all other 
partsiss Co contracts, must be expected to d r a w  

velop their intereats fully in the competLtfon 
and s a g g l e  of life.21 

The w o  most fmpofranr lnselmtfanal devices 'An dscs area 

of wage determination far enforcing the laws of supply 

and demand, and extracting from the market the maximum 

amount that i t  can supply, are labor unions and strikes, 

The EallWng sectinns will examine the role that S m e r  

snvisiano for these impartant cCanomic tools. 

Unio~e and Strikes 

Sumner considers labor unFons legitimate snd legal 

units for the prornotfon of worker economic welfare. 22 He 

states in clells language that they can be used to attempt 

to raise wages, spread infomation, and keep worker mo- 

rale at high levels. They can and should also be ueed 

t o  regulate numerous mtters of importance such as health 

and safety conditions in the factory and the hours and 

age requirements fur women and children workers. 23 AL- 

'l~-e+, #Strikes and the Industrial Organi~atiun,~~ 
The For~otren , , , p, 252, 

22~tmmer,What Social C ~ a s s s m .  +. . ," pp. 78-85. 
23 w., DD. 82-83. 



though trade unions are not "naturalif in the United 

3wt ru ,  ruid will f ind  Ll ie  k r - i c d r r  wor-ker- d i E f  LCUIZ tcw 

organhe for a number of reasons, the unfbns are surely 

free ro try, and t o  press alS nun-violent dmnds  they 

wish, even by threat of strike ff  necessary, 24 

'l'rades -unions, then, are right and useful , 
and it m y  be that they are necessary. They 
may do much by way of true economic means t o  
raf se wages, They arc useful to spread infor- 
mtion, to maintain asprf t de corps, to ele- 
vate the public opfnian of the class, 
have been greatly abused in the past, . . 

Trades-unions need developent, correction, 
and perf ectian. lhey ought, however, to get 
this from the men ehmsekves. . .Especially 
trades-unions aught to be prfected so as to 
undertake a great range of improvement duties 
for which we now rely on government inspec3 
t ion,  which never gives what we nee&. The 
safety of uarkmen frat machinery, the vent3la- 
tion and sanitary arrangements r q u i r e d  by 
factories , the spec fa1 preaautions of certa in  
processes, the hours of labor of women and 
children, schooling of children, the 
limits of age for employed children, Sunday 
work, hours of Labor--these and other like 
matters ought to be controlled by the men 
themselves through their organizations. The 
laborers about whom we are talking are free 
men in a free state.  If they w a n t  to be pro- 
tected they must protect themselves. 26 

The mast powerful union device for determining lab-  

or's fair share of national income is the strike, or the 

threat of strike, Strikes--non-violent of course--are 

legitimate tools of industrial  eombae , and Sumner makes 



this  paint; quite expl ic i t ly .  Strikes  are c a s r l y  and irk- 

valve heavy responsibi l i ty,  but, if rationally begun and 

intelligently conducted, they do indeed * * tea t  the market, 1 2 7  

Of course,  their  effectiveness is always in doubt, and 

will vacy  from industry to industry depending upon a num- 

ber of considerations. 28 

Nevertheless, Sumner considers most strikes t o  be 

fool ish because they are incapable of achieving their in- 

tended objectives. Re ia convinced, far instance, that 

no strike in Britain or in the United States in the past 

forty years (1844-1884) had been worth the expense, and 

that msf strikes, espseialLy for higher wages, could 

never obtain intended goals, They do not achieve their 

intended retrulta because strikes waste capital a d  dis -  

rupt praduction; fn Sumner's system, wages can never r i s e  

while production is decreasing and precious capEtal is 

being w a s  tad. 29 A aerike is aLso d i f S i ~ y l t  because it 

attempts "to move the whobe industrial organization, in 

in&. ft is not, indeed, impossible to do this, although 

it is very dFificult, fm30 Thus he considers most  strikes 

- . - 

27~-ee, nSteikes  and the Industrial Organization ," 

28~uemar, "The FbiLosq4ay of Strikes  ," The Ponrotten 
P I s n v  . ., pa 244, 

29~umnar, What Social Classes. . , p. 79-80. 

30~mmer, *Striltes and the bdustrLsl  Organization," 
The Farpotten Man, . -, p-  251. 



ill-advised. They are, however, perfectly legirimate 

labor r a c t i c s  , and may be used more effectively far remedy- 

ing specific grieuances, such as the bproveraent of work- 

ing conditions. 

Sumner considers NindustriaL war" normal and natural, 

and ultimately the only way of ftaolving questions which 

can nevel: be salved in any other way.lt 31 In fact ,  strikes 

and industrial disputes are positive proof that the labor- 

ing classes are "well of f  and gaining ," since men on the 

verge of starvation do not strike for higher wages or any- 

. C h i n g  e lm.  32 He would suggest nothing f o curb labor's 

right t o  strike nor, on the other hand, would he propose 

anything to farce management co concede ro trade union 

demands. To force arbitration or to Lmpase coercive con- 

tracts--a relationship 'Cwhich might senre as a definition 

of slaveryB'--is completely antipathetic to his  notion of 

c i v i l  lLberty .  
33 Sumner rwognizes the monopoly aspects 

af unions--their a b i l i t y  t o  restrict the competition of 

L a b m r a r e  w4t.h e a c h  nther--and comDarss their tactics t0 

those of the corporate trusts. 34 Bur, as w i t h  industry, 

31~umner, $'Do We Want Industrial Peace?: We.. . , p. 236 
32 S m e r ,  *What Fmanripates , l g  The U e n a e  of 

Facts, . ., p. 139. 

3 3 ~ m e t ,  lmDo We Want indusrrial Peace? ," W e .  , 
pp, 233-234, 

%~UIwer, WRyate and Trade Unions, The Forrotten 
 an. . ., P* 262. 



he proposes no significant l eg i s la t ion  either to encourage 

or discourage their formation and operations. As is the 

case with industrial trusts, uniona are "a product of the 

same age and the same f o ~ c e s . ~  35 They are natural, and 

inevitable economic organizations which, unfortunately, 

have suffered great p o l i t f  cal and judictc t e b ~ r s e  t h r a ~ ~ g b -  

out most of their history, Generally they should be l e t  

alone r o  seek the ir  awn self-interest, or the united self-  

interest of their members ; the only stipulation is that 

e f f a r t a  pe*-e f~ l .  
. - 

As an exaraple af one spec i f i c  labor problem, Sumner 

warns industrial labor to be ready m d  able to adapt it-  

self to a changing technology, and not to fear the effects 

of He rejects the norlon +ha+ "the effect 

of the excensfon of capital ,  especfally i n  the form of 

machinery, is to displace  human labor. I' 

That opinion is supsrf lc ia l  and arrcceags; the 
mare cmplex che tools or machkxes, the mare de- 
pendenr the owner is on hired help ra work Zhenl  
for him. The railroads do not employ fewer men 
man the canals and stage coaches which they 
displaced; zhe sewinl;~. mchhe does not give work 
zo rewer wmen than the old hand sewing; a new 
laom calls for more help at another paint: or  
the numba of new looms is multiplied unefl they 
need as mch labor a s  the old ones. All these 
chongej7raise the social organization to higher 
power. 

36~urnner, "Do 'We W a n t  Indus~eial P e a ~ e ? , ~ ~  War. . .* 
p. 239. See also, Sumer, ItGJho Wins by Prosre~s?,~ 
Cha1lenp;e ,,of Facts, , . , pp, 170-172. 



For Sumer, the increased indua trfaL power provided by 

a u u ~ l r i r w w  means more *amems af subs hs cence'' and, csnse- 

quently, increases in the demand far labor cervices; the 

ulzlmate ef feer i s  to raise labor's wage, and confer most 

of  the benefits of an advanciq icdus trial cfvf If zation 

on the great mfddle claas, 38 

In brief summation, Staang feels that the wage rate 

i s  an economic phenomenon, determined by the supply and 

demand for labor ac same given instant. Since no single 

employer or employee can affect supply and demand, man 

i s  bound at that moment by the results of the law and can- 

not get argund it. In the shart run, wages are p i d  out 

o f  capital and not out of product, Over time, capital  

and product increase, and increase the demand for men 

and, correspondingly, raise wages, Thus be recognizes 

that the variables Fn the Ittwo simultaneous equationsqt 

can change--that population can increase or decrease, and 

the demand for men can change due co a change in the arts 

(technology), and, o f  caurse, cause wages to c h ~ e a  

hr: the new wage rate is s t i l l  determined by demand and 

supply, this time by new supply and demand curves. 

Unions are legal organizations (a11 voluntary, non- 

violent organFzationa are legal), and strikes ase Legiti- 

mate cools of fndusrrial warfare, S tr ikes  are, however, 

to be undertaken rationally and responsibly, This is 
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especially true of strikes for higher wages which, for 

economic reasons, usuaLly fail to achieve meir intended 

results .  In any case, neither unions nor strikes warrant 

any legislative meddling. AgaLn, laissez-f aiye is %he 

best policy, since any departure from it invites economic 

ineff iciencies and a curtailment of civil Liberty for the 

parties involved, To outlaw voluntary aaaoc%atSona by 

legis latfon i s  wrong because it flouts the c i v i l  liberties 

of the individual members. To legislate that employers 

must brgain with or accept the terms demanded by the 

unions flouts the c i v i l  lrberties of the employersp Lf 

the opportunity exists for these associations to form, 

the eonditiona of c i v i l  liberty are f u l f i l l e d ,  39 From 

then on the w t c m  depends on the relative power of the 

parties. 

33The soxiditians of civil Liberty ae'e l w l P i L l o d  be- 
cause S-er defines liberty aa '~ht%ncea.~~ See, Sunmer, 
ltLiberty gnd Opportunity," Emth-Hun~er~ . . , P. 180- 



No topic in poLSricaL economy aroused W i l l i a m  Graham 

S m e r ' s  anger, w i t ,  or moral indignation any more vio- 

lently than the ~tprotective tax"  or t a r i f f ,  He maintained 

e 9uming intsllecrual b a t t l e  w i t h  the t a r i f f ,  prodding 

it from the classroom, the book, the speech and from the 

numerous publications to which he contributed. Ae Hof- 

stadter hers put; it, "free trade to Sumner was not an fs- 

sue to be debated, nor a sefom movement t o  be supported; 

it was an intellectual. ax~om." '  The t a r i f f  conveniently 

embodied a l l  that was wrarg with p o l i t i c a l  economy; it 

was econumica l l y ,  p a l i  t i c a l l y  and more lly disastrous to 

a free people in an industr ia l  republic. 

Tar i f f s  and Mercantf l i s m  

As backgrouild to his argument, Sumner traces the  in- 

tellectual ancestry of tariffs back to mercantllistfc eco- 

nomic thought .2  The fundamental economic premise oi mer- 

2 Sumner, itiliatory of Paper  Money--Free Trade," 
William Graham Sumrtar Pawls ,  pp. 4-10. 



cantilism had been that imports were suapsc t ,  and that 

in trade f#onSy one of two pmrtr i~s  tn en exchange must: 

3 
w i n , '  Smmer msintains, however, that both parties t o  

an txthatlgc gain by fradc, and that trade is in no atonsm 

ana.logous to w a r ,  which assumes thae what one p r e y  loses 

the other gains. Economfc trade on a free inrornational 

or national market is of a. different  nature entirely; in 

uncoerced trade, both parties are able to barter goods 

t o  mutual  advantage. Both parties can gain by the exchange 

s-ce the mea.suring aevice I s  not bullLurl ur. gulcl, but; 

economic welfare and subjective measures of sstisfsction, 

Thus, mast mercantLlistie arguments for restrictionu on 

trade fall by the wayside, The cheapest and Ereesr trade 

becomes the mast expedient aince i t  maximizes consumer sa- 

tSsfa~t5on.  If any intellectual theorem has bean proven 

valkd by actual social experiment, Sumner is convinced 

that it is free trade.4 Tariffs--and a11 other beerfar- 

ences w i t h  the ignaturalfl channels of trade and cmerce-- 

are an ancient remnant of bankrupt mercantilism, and as 

archaic and as old fashioned and inoperative as navQatfon 

acts,  poor laws, or guild restrictions on wages and prfcss. 

Smner, similarly, traces the political philosophy 

and p ~ l i t i c a l  consequences of tariffs back Zo mercantilism. 

Free trade, it must: be rambered, had been only one as- 

31bid. ,  p. 6. 

b i d ,  pp, 6-7. 



pect of a general liberal movement which had proclaimd 

as a general rule that the freedom of political and -eco- 

nomic man wa.s a birthright ,  to be put above artif ic ial  

rank, privilege, o r  favor, T a r i f f s ,  on $he oCher hand, 

had simply been a mercantLlfstic tool  designed to secure 

favors and privileges for deaigr-ztzd social classes, while 

at the same t h e  serving as a perfect device t o  reinforce 

the anti-liberal, a.r ie tocrat ic  and m i l i t a r i s t i c  establish- 
5 

nents. T a r i f f s  had beenused ef fect fve lyto  sustx inanri -  

liberal regimes amd ideolasies  , a.nd were being used again, 

in this century, in a, new attempt: TO a .c~ompl i sh  similar 

goals.  T h u s ,  from both the political.  and the economic 

viewpoints, S-er holds the tariff to be an ancient, in- 

sf f icient and anti-liberal device whose inter lectrzal roots 

are embedded fn a dispraven and impractical mercantilism. 

Protective Tariff B e f  i n 4  

&It what actually is a "protective tasif f '* in Sumnert s 
system of ideas? A tariff is really a "tax" on consmrs 

goads, an a r t i f i c i a l l y  maintained price which insulates 

tt.e domestic manufacturer from t he  rfgors of foreign price 

competition. He conceives a protective duty to be a. domes- 

tie tax oa legislatively favored goods, paid by some ~ i t i -  

zena to others by force of law and economics, 6 

6Wi1liam G r a h a m  S-er , 'Protective Taxes and Wages ," 
Collection of Essays in Social Science, bound tagather for 
u a t  o f  c l a n a t a  i x ~  Yale C o l l c g c  (New Havcn, 1883), P- 14- 



Xf a tax is levied at: the part of entry on a for- 
ecen ~mnmadity which is actually imported, the tax 
is paid to the treaswy and produces revenue. A 
protective tax is one which is laid to act as a 
bar to importation, in order to keep a foreign Com-  
modity out. P t  does nnt: act protectfveLy uLass  
it does act as a bar, and fs not a tax on imports 
but m obstruction t o  imports. ft i s  a w a l l  to 
enclose the domestic producer and consumer, and 
to prevent the latter from having sccesa to any 
other source of supply for his  needs, in exchange 
for his  products, than that one which the domes- 
tic producer controls. The purpose and plan of 
fhe device is to enable the domastic producer to 
levy on the domestic consumer tho taxes which the 
government has set up sa a barr er, but ha# not 
collected at the port of entry, 'I 

For S m e r ,  thfs is political economyvs mosr flagrant ex- 

ample af plutocracy, 

PurPc~e of Tariff 

What is the purpose of protective tariffs? Sunanaz: 

was fond of quoting tiproteccionistit journals, and ushg  

their definitions of tams, so that he c w l d  refute them 

om their awn ground, The had de- 

fined free trade as lfisuch an adjusmrrt of taxes an b- 

p o r t o  PP will f l a * l ~ ~ r  nn d J v e ~ s F ~ 3 n  of eaoital,  fram any chan- 

nel in to  which it would otherwise flm, hito m y  t2Umel 

bpensd favored By the lagirrlntar which enacts the cus- 
8 

tomsM; ffa protective duty, on the other b n d ,  has for 

'~murar,  ?Prorestionism, ihe -Lsm Which Teaches That 
Waste Makes Wealth,m The For~otten Man. . ,, P, 21. 

8~i11im GrDham Suntier, Protectionism. The -Ism Which 
Teaches That Waste W e s  bfealth (New York: Henry H a l t  and 
Empay ,  18851, p. 16, 
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i t s  objecc to effect the diversion of a part of the cap- 

L t a l  -d Labor of  the people due nf t ? h m  chnnnml fi 4 n whf ch 

it would run otherwise, into chmsls  favored or  created 

by law. Thia definition, vhlak ~umnor '  racepto oompletoly, 

indicates that the general purpose of pr~tective tarLffs is 

to rearrange legislarively the normal patterns of apcndfng 

on and, ultimately, production of particular goods, As he 

nares, the effect of this "rearrangemenZw i s  to s h i f t  auto- 

matically -productive resources from Hunprozeetedil enter- 

prf  sas l o  wpsotectedlv ones, w i t h  the Size Of m e  Sfi11e B e -  

pending upon magnitude of the duty and L\e total amount 

of consumer spending an the protected it#, 

The Nature of TarFf fs 

Sumner has many thoughts about tariffs and the in- 

tent  and actual consequence of artificially rearranged 

trade flows. In the first place, most of the dLEEieulty 

about tariffs and trade stems from the i n a b i l i t y  of peo- 

ple to recognize the basic similarfty between interstate 

trade within the United States, and internatfonaT trade, 

or trade Between nations of the world. He maintains 

that no one suggests that interstate Erade 19 harmful, or 

that it is necessary ro "protectH New York mamrf acturers 

from cheap M;tchkpx~ fmports, No one for a minute be- 

 bid., p. 17. 

i d . ,  pp. 10-11. 



lievee that the big industrial states "suckt1 trade and 

CoIsPnerce from the smaller s t a t e s ,  or that the rich 

states are not economically beneficial to the poorer ones, 

It seems that a l l  these things are quite clear and uncon- 

troversial when related to domestic enterprise. And yet, 

he eantinues, when the United States legislature gets 

around ED considering trade between nations, it: suddenly 

reverses its economic principles, America has success- 

fu l ly  a-mexed Texas. so trade with Texas i s  beneficial 

and desirable, America has not succeasfu1I.y annexed Idex-. 

Pca and luIanitoba, so trade wi* Xheae foreign s t a t e s  is 

nor b-ftcial, and pmbabLy needs regulating.'' S-er 

holds that t h i n  artificial distinction is ridiculaus, 

with no basis  fn theory or 3x1 facr; it: i s  simply another 

"LnteXlectwl Icftoverfi* f r o m  an economically faulty h t  

spiritually thriving mercantilism. For Srmmer--as already 

explained--uncaerced ttade w i t h  anyone i s  benafiaial Co 

a l l  parties involved, and my limitations on such trade, 

eLther ZoreLgn or clmesric , La t?cuuu~Ar;crl.ly L ~ ~ W U A A ~ .  
12 

l l l b i d , ,  pp, 72-74, See also,  M i l l a m  Graham Sumex:, 
Lecmres an the History of Protection inke United States 
' t ~ e w  York: B. P. Purnam and Sons, 18831, pp. 8-9. 

"sltmnat maintains t h a t  most OF the fallacious argu- 
ments far protection stem from Alexander lIaaSltonQs "Re- 
port on Wn~Eacturing.~ Sumnet: considers most of the win- 
cf ples of political. economy developed Pn that report to be 
 erro one^^ a d  defective in my funsjamental respects," 
AccordLq to Swmer, kmil t ;on makes incorrect inf erencas 
w i t h  respect to wages, credf t;, capital, money, trade and 
apec ie  flow. See, S m e r ,  hctwes on the HL~tarv. . ., 
p* 35. 



As a second point, Swluler holds that protectionisrs 

frequently forget, or simply do not completely understand, 

that a rearrsamement of swsndim and productfon--induced 

t h r o w  a system of protectfan--is simply an economic 

transfer of resources, and that any rransfer necessarily 

involves a Loss as w e l l  as a gain. 
13 Thus, the announced 

net gains or benefits in prduct;ton described by the pro- 

tectionists are illusory; what f a  gained in t h e  protected 

h d u o t r L c s  Ia Zoat in the unprot;ccted onca. Tfie ilZuaion 

i s  m i n t a b e d  by never examin* or explain* the loss 

i n  opending, raoourcoa, and product in %he unprot;ectecl in- 

dus trLen, Given f iwed consumer incomes, and semcs ecamacl 

resources, dollars senr fn one aireceibn (inca protected 

industries t o  pay the higher price on protected goads ) 

Cannot be sent in another (into unprotected Endustriea) ; 

w h a t  is gained an one sfde of the productforr ledger f s  

necessarily lost on the other* ! t h i s  is Sumnerus prev- 

iously mentioned ~8conservation of energyat and he elafms 

that supporters af protection "sin against it at evesy 

turn.1t14 To prove that a tariff i s  in the publkc inter- 

es t ,  or makes any economic sense whatever, protec~ionf s t 8  

will need to show that the rearrangement of  trade actually 

increases net product, B u t  this, he alleges, they h v e  

13~umer, Protectionism. The -Ism.  . ., p. 20. 



never shown, nor can they. 

In the third place, far from producing a net gain 

in production occasioned by the duty system, Sumner be- 

l ieves  that the rearranged trade patterns actually result 

in less overall production, 
15 

The new legislatively- 

directed trade channeLs are less efficient than the old 

ones and waste precious capi ta l ,  resulting in an actual 

loss in net product from what would have been produced 

under free trade conditions. The losses in production 

stem from the wasted capital which goes to piiy for the 

upkeep of the duty system, and, more importantly, from 

the wasted capita l  that goes tnte the wages, salaries and 

"prof itsH of the pro tec fed indus trkes which, admittedly, 

cannot sustain their own existence without protection, 

%e economic situation, therefore, is something lfke 

this:  protected industries are  run at a loss, wiaa thg  cap- 

i tal  and economic resources, w i t h  eonsumere forced to sup- 

port them by legislative fiat; the entire risk of enter- 

prise prof Pt or 3 nnn is shi f ted f rnm t h m  ahma1 d m r m  af tha 

the protected firms* stockholders t o  consmess through 

higher consumer goods prtee~;'~ protected e n t e t p r i ~ e s  

are, in actuality, semi -public institutiaas, where the 

consuming public ohares ehs burden of s u p p o r t  but not tbc 

"srarmer, Protectionlm. The -Ism. . ., pp. 50-52. 
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advanta.ge of prof it. 
19 The ultimate econmf c consequence 

of wasted capital and inefficiencies is a drop in overa.11 

production. 

As a fourth point,  the protected industries--far 

from being econamically benef fcial--are a serious obstacle 

to econom%c develapnent and maximum consumer satisfaction.  18 

Beaides w a s t i n g  capital,  their very existence actually 

makes products harder to g e t  than if they d i d  not exist 

at a l l .  When consumers purchase protected goods, they 

are r o q u i r o d  t;o rror;lr lotlgcc o r  harder to obfa.fn a ~ i v c n  

amount: of product, since the price i s  hLgher than it wouLd 

be w i t h o u t  fht i;a,riff, T a r i f f s  a r c  n o t  a short-cut to 

creating in.dus try and praduc t , but an economic short-cir- 

c u i t  used by privileged businessmen to exploit rhe carmu- 

mer-worket:, 

One of Scwnar*s favorire examples Sn thks camecrfa~ 

is the sewing-women workers of WFLlSmaxrtic , Connecticut, 
who, reportedly, could earn only f i f t y  cents for twelve 

hours work, out of which they provided their am thread. 19 

Since each spool of thread contained more than one cent 

in tariff tax, he computes that each woman worked a quar- 

ter of an hour ea.ch day, not for her awn benefit ,  but 

17~vsnner, "Protective Tdxes  and Wages," Collection 
of E ~ s ~ Y P ~  r P I  41 

1 9 ~ ~ e ~ ,  "The Forgotten Nan, " lee.. Forn~tten.  Han. , .  , . , 
p. 492. 



sole ly  to support the WLllfmantic Linen Company "which 

13 no* worth havfng and which is, in fact, p. nuh?=nce, 

because it makes thread harder to get k t  would be 

if thera w e e e  no such caneem. r20 

We pay sfxty percent tax on cloth fn order that 
t 1 y b e  It i s  not an inst i tut ion for 
g e t L h g  us cloth, for, i f  w e  went: into Che mar* 
k e t  with the same products which we take there 
now and f f &ere w e r e  no woolen mill, we ehuuld 
get the cloth we w a n t ,  but the mfll is aimply 
an Lnetimcion for maXing cloth coat W r  yard 
sfxty percent ma e of our products than it 
otherwise would, h 

 US, Slzraner i s  in agreement with those protectionists 

who maintain that protectfan "creates work," but only by 

forcing consumer-workers t o  tail longer hours far the 

same amount of product. Unfortunately, while creathg 

more work it does not create more product and, thus, in 

a double-edged fashion, lowers conamer-worker welfare. 22 

As a .  f Lf th point ,  some supporters of tardf f s contend 

that they are necessary for the diversification of domes- 

tic industry, and the prutecrion of the new and diversi- 

f Led "fnf ant bdua trf ss . "23 ~ l w a e r ,  however, rejects the 

notbn  that economic diverslfLc~tkon can be hastened bene- 

f i c i a l l y  by Leges lative action; a country diversifies it- 

self when it is ecanomkcally fn the self-interest of its 

22 
Suatner, Lectwes an the Hiatam. . ., p. 27. 

2 3 ~ b i d . ,  P. 26. 



economic agents to do so. To force diversification is 

to force people and resources b t o  areas which are not 

in their bear interests, implying that legislators hold 

a b e t t e r  grasp af an individual's self-islterest than the 

individual himaelf. It also implies that the economy 

does not maximize prductfoa automaticaLLy, but need con- 

stant legislative supervision, Slnaner mphatfeally re- 
24 jec ta  the validfty of these notion#. 

He also re-iects the notion that the ~rotec t ion  of 

"infant industriesM nukes economic sense, a r  can ever ac- 

hieve f ts intended results. 
25 A l l  that  pratection doer 

i s  to limit ftada Bxrd to  encourage the develapcsnt of 

domeattc mdnapaly, o r ,  generally, t o  rehforce a l l  meas- 

ures dcaigaed to hinder economic developent instead of 

helping it. 26 Protection simply plates s eounrrygs cce- 

nomy at the mercy of domestEc maapolists masquerading 

as tt infanr~ ,#I ond induces er E o m  of oosnomic rlhydrocephs- 

lust' which prevents maturity, and makes the "LnfanteM even 

Tar i f f s  and Wa~as 

Anather one 0 4  the supposed advantages of tariffg is 

' l lb id * 1 pp. 11 and 26. 

2s~-ee, Prorccri.on%sm. The -Ism.  . , , P. 138. 
26 

&bid,, p. 84. Or see, Sumner, Lectures on the H i s -  



fts . benef ic%al effect upon w a g e s .  Protectionists 

claim that-tariffs protect Amerfcan businessmen and Amer- 

ican workere from t b  Low prices and wages of foreign com- 

p ~ r i  t i n n ,  T m i f f s  keep wages ug and sustain a higher 

standad of living for ~e American worker than is posa- 

ible under a free-trade s i w t % o n ,  

Sumner stroqgly denies any and a l l  of the c labed  

beneficial effects of dut ioa upon wages and prices. In 

the first place, as already demonstrated, tariffs waste 

capLtal. and any wast; ing  of capital aut-t%caLLy Lowcrro 

the potential wage rate in a countryua economy. Insffi- 

ciancies, and poorly used eapita1,ultfmstsLy mean. lower 

w a g e  rates and l o w e r  ~tarrdards nf  l i v b g ,  Only increases 

UI p r o d u c f i v l ~ y  and increases in capiral hold the poten- 

tial for higher wages, and tariffs work against these 

prknciples at every point. 28 

h addition, t a r i f f s  offset any namal  or --made 

increases in efficiency that would normally--under compe- 

tition--bva been passed on to the cansr~ner-worker in the 

form of lower prices, S w e r  maintains that t=iffs are 

"hostile to improvements, m29 

The same principle that protection resists b- 
prwrments applies even more dLstinctly to 
those fmprovements which a r e  made in transpor- 
tation, In s p i t e  of the* theoriea men re- 
joice in a l l  the b p r o v d  mans of coimauniea- 

- -  - -- - - 

''~b3-d.~ pp. 103-104. 

29~-er, Lectures on the History. . , p. 14. 



tion which br ing  narions nearer together. A 
new railroad or an fnapravsd steamship is re- 
garded as a s t e p  gained in eiviliaation. 
Such improvements are realLzed i n  diminfshed 
freight8 ptnd dimhished prices of imported 
goods. No sooner is thLs realized, however, 
than "foreign comrwtitionw 5s found to be 
worse than ever, A n  outcry goes up ~ Q E  
'hre  p r o t e ~ t i o n , ~ ~  and a new tax is put on 
to-day to counteract what we re jo iced over 
yesterday as an immense gain. W e  spend mil- 
l i ons  to dredge o u t  harbors, to remove rocks 
and cut channels through sandbars, as if it 
were a gain to have cummication bward and 
ournard as frce aa possible, and as soon as 
we experience the effects in reduced cast of 
goods we lay a new tax, like restoring the 
sad-s, in order to undo our work. Xndeed, 
co bukullu s l ~ D a r s  acrbas our harbors would bejO 
a far cheaper means of reaching the same end, 

In a majority of cases, tariffs either raise prices or: 

luwer mney wages, lowering real wages to consumer- 

Finally, the prices of goods On which tariff duties 

are applied have nothirig dLreetly to do w i t h  the  wages 

of l a b r  anyway. As explained in the cha?ter on wages 

(see Chapter Five], the wage rate of labor is detexatned 

sole ly  by the  demand and supply af labcr, Wages do nut 

irrelevant--in the short run--to the wages paid; regard- 

less of product price, enployers are farced co pay ?he 

market price for labor. 

The wages w h i c h  are paid G o  tha m e n  w b  make an 
arzicle have nothing to do w i t h  the price or 
value of that ar t i ch .  Labar which Es past has 



no effect on value, Wages are determined by 
the supply and demand of the c g m d i c y .  These 
W O  thlags have nv cuasectioa. 

kience, an employer cannot force the market wage down, nor 

will he want to pay more than m e  marker: rare. A X 1  t;ha.L 

he can do i s  t o  evaluate h i s  investment decision in the 

employment of that labor, and s h i f t  h b  capital  else- 

where if he believes he is not  maxfmizing prof i ts .  32 

ff wages really do determine prices, or prices deter- 

mine wage rates, haw, Sumner asks, can American poss ib ly  

send wheat and corn five thousand m i l e s  t o  England and 

there out-sell the EngLish farmers frr their own markets? 33 

How can they do thks when the wages of American f-labor 

are three times those of English faw labor? Why does 

the country w i t h  rhe lowest wage rates not produce exports 

in a11 products, since it can 'laf fordgt to offer the Tow- 

est prfces on i t s  products? The fact is that there are 

other more important factors in production than wages-- 

like productivity of capi ta l  and technology--and it f s 

these factors which allow Americans to produce competi* 

tively priced products in great quantities, while at the 

same time providing the highest wages i n  the world. High 

wages are proof p o s i f i v o  of the United States1 industrial 

'l~umner, Protectionism. The -Ism. . ., p. 102. 
32 

Lbid -= 



34 
superiority. 

Thus, the higher w w  rates Americans enjoy are not 

the result of tariffs, which tend to push real wages down 

as already explained,  but the resuLt of the natuxa1 and 

man-made advantages in the American econmy. The large 

accumulations of capital provide a heavy demand for a 

Labor supply already experiencing severe shortages. The 

hfgh demand and limited supply force wages up; 3.t has 

nothing t o  do with *ltaxesi' at al l .  35 A n  interesting tngpp- 

pendage to this theory is Sunnerss b e l i e f  rhat the natural 

fert i l i ty  of the American s a i l  provides a wage or "return" 

wk?.?b " s e t s  a f loorw to the wage that can be earnad in 

~ u f s c t u x ~ ,  So Long as men can turn to the rich h e r -  

Lean sa i l ,  the manufacturing wage rate determined by the 

supply and demand for industrial labor can never drop be- 

low the so-called ginamalM wage provided by tillhg the 

earth. If it ever tended to do thfs, m e n  wfll leme in- 

dustry and return t o  the fam, decreaging the industrial 

1 a h r  ~ n p p l  y and fnrei ng the industrial wage higher. 36 

To conclude his caae against the tariff, slmrner de- 

nounces the protective s y s t e m  because af i t s  undas$rabla 

political consequences; namely, its tendency to enhance 

34 
Sumnet, nProteet%ve Taxes and Wages," Collection 

of Essays. . ., p. 10. 

351bid * 9 p. 251. 



plutocracy, or the unholy alkiance between wealth and 

pol i t i ca l  power. Tariff a corrupt Artleriean political Ln- 

stitutions and create a sanctuary for privileged classes 

"who are saved from the risks and dangera of business t a  

which the rest of us are Liable." 37 Tariffs also tend 

to ral ly  and unite the palitical forces which support 

natioaalf sm and militarism. 
38 

As a f i n a l  thrust, tariffs 

are ~ v s o c i a l i s t i c , ~  since socialism is a device for %ak- 

ing some people fight the struggle for existence fox: 
39 

Thus, the system of protection i s  clearly 

apposed t o  Sumergs political ideal of civil liberty and 

re publican gnqrerment. 

The prutective tariff system i s  also opposed to Sum- 

neris conception of jusrice and correct ethical behavior, 

Pratectionf sm makes %he industrf oua euf f er for the Id le ,  

and the energetfc and enterprising bear the lasses of *e 

 upid id^;*^ it is legislation x&oso moral conswuencss are 

to %ob virtue of its rewards rand-7 to transfer thsm to  

v i r o . ~ ~ ~  Ha donion tha t  there n nny+h(ng espefisll y w t a l  

in takfng the earnings of men who have earned them, a d  

."~llamer, Protectionism. The -Z-. . ., p. 165. See 
also, Sumner, Lectures on the Histom. . .* p. 62. 

3 8 ~ - a x ,  "bee Trade, " TDe W i L l i a n ,  G r a h a m  S - c r  
Papera, p. 10. 

39~umn.r, Protectionism, me -Em. r r  P. 111. 

4 0 ~ - a r ,  hchves on &the History. . p. 13. 
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giving t h e m  ta those men who have not. 42 ~ a r  ~lrmaer, 

these are economic, p o l i t i c a l ,  and moral. injustices, 

and reminiscent of the injustices perpetrated in the old 

despot5sms and caste aristocracfes through class legisla- 

t ion  and political privilege. 
43 

Thus, Sumner opposes protec tfve tariffs for economic, 

po l i t i ca l ,  and moral reasons. Economically, they are un- 

desirable because they lower output f a d ,  thus, real wages) 

bv creatfne inef f LcieacLes m d  23.gid%tbs - Pn! 4 e4 eal 1 y ,  

they invite plutocracy and offend c iv i l  liberty, krally, 

they derect goods and fncma f r o m  thnse who deserve them 

to those who do not. 

42~umner,  ptqzectionisla. The -Zam. .. P. 145. 

43~unmer, Lectures on the History. . , p. 63. 



CHAPTER SEVEN 

HONEY, WMCLNG, AND ECONOMIC CRXSES 

William Graham Surnrler was regarded as one of the 

leading financial experts of h i s  day; both his $istory 

of American Currency and A Hfntory af hnlcixzg in the 

United S t a t e s  were among the first serious and extensive 

attempts t o  d e t a i l  America's early financial history, 1 

Here, however, as in the Last two chapters, the aspects 

of his  writings that will be examined are those which re- 

late to policy, that is, t o  polLtieal economy. We w i l l  

examine Sltmnerts conception of the nature of mneg and 

the Proper mount  of it, along with the na-turs of banks 

and the effect they have upon economic condltfons. 

The Na.ture of I4on.e~ 

Far Sumner, umonzy of accounttt ks  he term which 

prices and contracts are  expressed in, while %urrencyqq 

is the ac-1 circulating medium of exchange, and qgmoneyw 

the c m b d k t y  set as ide  by the community Fa serve as a 

medium of A 1 1  three functions can be embodied 

'~tarr ,  William Graham Sumner, p. 217. 

'~illiam Graham Sunmer , Syllabus of Four bcturss on 
M o r r c y  and B m d c f q  (baron;  1897), p. 1. 



fn one expression, as "pounds sterling,'* or the three 

functi~n@ can be separated, &a when prices i a  the UnLted 

States between 1862 and 1873 were set in shillings (money 

of accounr), paid in 'tgreenbacks8t (currency), but referred 
3 

t o  gold (money) for detenning actual value, He maintains 

chat the more nearly these three expresskone coi.nciUe, 

the more reliable and eff ic ient  the monetary system becomes. 
4 

Though any comodity casl serve as money, rhe rational 

d i c e  depends upon convenience. Since Che function of 

money is t o  express, circulate, and measure value, the 

monetary Commodity selected should, logically, embody 

these three characteris tics in some cons f sten t fashion. 

The important point--no matter what the commodity-- is t o  

define the monetary standard such that E t  becomes a permaji- 

nent and accurate measure of eeonmfc value, In exactly 

the same manner ss the standards ~f weighf and measure 

permit calculat ion af physical value . 5 

. , .the perfection of money does not lie fn 
the direction ofamzl t fp le  legal tender, but of 
a ahg le  standard, as sharp and d e f i n i t e  as 
poasltlr. 3urh a atwdard hua %he aamt advan- 
tages in exchange as the most accurate measures 
of length and weight have In survey- o r  in 
ch- i~ try ,  aad i t  i s  E ~ t r i a t t ;  backward the pro- 
gress of rrroneeary seeence t o  Introduce fluctua- 
tions and doubt into the standard of value, 
just as it would be t o  cultivate inaccuracy in 
weights and measures. 6 

3 ~ b i d  . .  3 P* 1- 

%bid., p. 2 .  

5 ~ - s + ,  IIA  onc current ~ircu la t ion  of  old and ~ i l -  
ver,# Lpe Forgotten Hur. ., p. 206. 

b i d ,  p. 206. 



Given these requirements, custom, tradition, and common 

sense Rave often chosen gold or silver as the monetary 

eomodity,  although, of course, there is nothing particu- 

larly sacred in their seldetion or use. 

S m e r  does not accept rhe proposition that two m e t -  

a ls  can serve as a standard of value at the same t h e ,  7 

&ly one ecadoaic comnrodity, for: instance, gold, c a ~ l  act 

as a standard of va.lue at any ~ i v e n  t h e ,  and a l l  schemes 

for a, bi-metallic standard or "blraetallLsmtt are absurd, 

and "just as impossible in economics as perpetual motion 

is i n  physfcs. . . 8 The suggestion that two different 

metals can be united and circulate eoncurrentEy at aome 

legislatively fixed value, wfth the entire qumtity of 

bath m e t a l s  avaklable as a means of debt payment, is a 

ridiculous notion which, Stemner holds, violates a l l  the 
9 

laws af supply, dsmand, and value, An alternate standard, 

an tho other hand, %nvoLving, say, the subs tttution, of si1- 

ver for gold, is not impossible; since, however, there is 

na n-renmaty reason far it, Sumner declareo it filaaxpad- 

ient  and hprac t i ca .b le ,  fl 
10 

The s i z e  and nature of rhe money eupply are pcrpet- 

ual issues of controversy. Ls there "enough" money in 

b pp. 209-213. 

'tb5d. p. 196. 

g b i d .  pp. 191-196. 

10~umnat, Syllabus of Four. . . , p. 5 .  



the economy, and is npaperM a legitimate and trustworthy 

form of currency? On the former issue Sunvler repeatedly 

speaks out againsr any artif icial  increases in the mney 

supply by the additional coinage of silver, The "rightM 

amount of maney is the aglOUnE the pUpuLati0n demands to 

accmplish i t s  economic tasks. Gold is a c u m d f t y  like 

any o ther ,  and people will produce an the one hand and 

purchase an the orher, as much as they need of it, l2 Even 

an increase fa the population is nu automatic sieaal that 

more mney is needed, since the '*efficiency of circula- 

tiOnn can increase and require even lass money, l3 To the 

densands that an Increase in the money supply fs necessary, 

he has one reply: a l l  evfdance puLntfi to T h e  foet that 

there is already too  mch paper in the economy. R i s i n g  

prices and law intarsst rates--along w i t h  recurrent ccono- 

m i c  crises--damnstrate to Sumner t h a t  less, not more 

maney fs essential to e c o m d c  w c l f s r c ,  14 

The question of "paperN 5s one of the most di f f i cu l t  

md kntorootkrrg qucstEona i n  pe1itJ.cal ~ c u ~ ~ v u y ,  Sfnr;e 

value of paper currency depends on bts amauntti and 

"~umee,  nTha Free-Coinage Scheme Fs Impracficsble a.t  
Every Point," The Poxarten Man, . ,, pp. 157-170. 

? * 
L L  
Sumner , wProsperity Strangled by Gold," The For- 

patten kn. , ,, PP. 144-145, 

14~tlmaer, nThe Crima of 1873 ,* The Parpotten Man.. . , 
pp. 177-178, 



since banks and gnvements are unable (or unwilling) to 

l k n i l   lie q u a n ~ i ~ y  uf p g p c r t  Sururrr haa great rn i sg iv inp  

concerning the use of a paper currency. Without ade- 

quare conwol, rhe value of money can d e p r e c i a ~ e  and Lni- 

tiate financial diass ter ;  an irredeemable paper currency 

And yet--despite a l l  these abonishments--a paper currency, 

redeemable in specie and thozoughly regulated agafnst over- 

issue and counterfeiting, can be useful since it fac f l i -  

tates the ease of trade and excha.~&e, Unfortunately, no 

such system yet exists, 17 

Although Strmner implies that the value of a currency 

depends in general on i t s  amount, he denies that there is 

any direct and b e d f a t e  relationship between the money 

supply  and prices, 18 Swnner rejects the s imple  quantity 

theory of money which s t a t e s  that increases in the price 

level are proportional to increases in the money supply. 

Ln general, the history of currency in this 
country shows that the doctrine that pr icea  
will respond promprly and proportionately 
to chartgca in the antount of the a n t m a y  (or 
even more s tr i c t ly ,  of the money of account) 

* J ~ i  l l ~ a m  G r a h a m  Sumner, A History of American Cur- 
rency ( ~ e w  York: Henry Holr and Co. , 18741, pp, 196-225. 

I6 lb id t ,  p. 323. 

1 7 b d , ,  pp. 186 and 196. 

"~umner, "Prasperiry strangled by Go la ,  fl m e  Forgo=- 
ten Man. . ., p. 141. Or see, W i l l i i j n t  Graham S u r m ~ e r ,  A H L s t -  
9rv of BmkZnn in the United States (New York: The Journal 
of Caamrerce and Carrnnsrcial Bullet in,  18961, p. 259, 



cannotle e accepted without important l h i E a  - 
t ions .  

There is a. relationship between the money supply and 

prices, but: it is not as t'simple and directtt as the qum- 

t i t y  theory w w l d  have us believe, If it w e r e ,  S-er 

maintains, everybody could and would be a speculator, 

since the future of prices could be predicted w i t h  accur- 

acy s imply  by noting the changes in pamper outstanding. 

Hawever, Ch%s ks noC $he case, ear does historical data 

seem t o  indicate that it ever was. 

Banlcs and Banking 

Banks, fof Swmer, are institutions Whose function 

is t o  gather capita.l (savings) from potential benders and 

distribute it t o  potential borrowers in as efficient and 

ecanmieal a manner as p s s i b l e .  Banks are e~8wmt~aZ1y 

transfer agencies for potential  capita l  seekjng more ac- 

tive participation; they bring--through Londfng--aeonomic 

resources to those "who lack capita  L, but could use it 

for advmntaee. a'20 me price of capteal 3.. dcscrnksd by' 

the suppry and demand far it, and kt is up to the banks 

to indica.t;e chis by adjusringb~when necessary--the inter- 

ese ratas on its loans and dLscounts. 21  

20 
Sumner, A History of American Currency, p. 124. See 

also Surmarr;, A H L e t o c y  uf ~ a r l k i n ~ ,  . , Authot' a Prefdct . 
211bid -* 9 p. 29. Dr. see, Surrmer, _A, History of Ameri- 

can Currenev, pp, 124-125, 



The illegirimate function of banks--and the one that 

they have engaged in throughout most of their history--is 

the extension of credit above and beyond their deposits. 

Technically, a bank can safely lend a fraction of its de- 

posits  on the principle t h a t  not a31 depositors will de- 

mand the%r savings at once, and that  the rate of new depo- 

sits and withdrawals will be about: equal, 22 ~umner accuses 

m o s t  banks, however, of extending credit, not cc.p;ltal, by 

actually lending out more than the  quantity of available 

deposits.  23 This extension of credit is not savings or 

capital, nor is it founded upon i t ;  it fa  a dangerous 

"false creditft which b m k s  use t o  turn legit-te banking 

f nto a tlhigh class conf idenre operation.lf 24 Even Alexander 

Kamfltan had been guilty of endorsing this  quits faulty-- 

and econornical1.y dangerms--vf ew of bankine. 25 

The question then becomes, why do banks engage in the 

extension of credit a.Bovs doposlts? m y  do banks overex- 

rend flcreditM? S ~ e r  maintains &at mast,  i f  not all, of 

thc c v i l a  a . r t r l k t c d  +o banltirrg, tha te l t l l c iq  ayarcm, and 

the overextension of credit, can be traced t o  the usury 

lo.ws, or, more exactly, to the banksg actian to eva.ds the 

L'Strmner, A Mfstarv of Bankina, . ., pp. 22-23, 

23~bid., pp. 29-30. 



restrictions of the usury laws ,  26 Ifevenred by usury Laws 

fzom rafsk- i r ~ ~ o c r s t  rates t w  L e v e l s  J i f ta~ r r l  by Me de- 

mand for and supply of loanable funds, bankers--in an a t -  

L W ~ L  tu rution scarce capf ral ef f icienely--do m e  next 

best  thing; they extend the supply of funds by over issuhg 

Nine-tenths of the evil practices of banks w e r e  
due to attempts to evade tha t  l a w  in obtaining 
rates which were l e g i t h t e l y  theirs by the 
uperation o f  $he market;, Xf  they had been al- 
lowed to operate on their discount rate, they 
would have had Less mo, ve to anerare an the 
~rnnllr_t of circulation, EB 

mus, the evils axtrfbuted to the banking system a e  not in- 

herently a. par t  of that system at: a l l .  n e y  a.re, for S m -  

ner, a reaction to an art i fhia l  interference w i c h  the 

great economic Laws of value. Goverrtment interferenee 

w i t h  the business of banking i s  gmas mischievous as f t s  in- 

terference w i t h  any other trade, ~ 2 9  

Although Suanner pinpoints the legislatively enacted 

u s u r y  laws as the ultimate cause of overissue, he does 

not totally exclude the possibiLity of l e g i t b a t e  and bene- 

fZcAa3. govermental e,ssist~lxlce in financial matters, Fur 

example, he lauds the creation of the National Bank System, 

26~unner, "The Lnf luence of Co-rciel Crises on Op- 
inions Abmt Economic Doctrines, If The F O F R O ~ E ~  Man. . . , 
p* 220, 

27~l lmne~,  A Histaw of American Currency. pp. 124-125.  



and the sfmultanews development of a "national uniform 

currency;'; he feels that this system has finally put an 

end to the "old bankers tr ick of expansion and contrac- 

tf~n,~* or an e l a s t i c  cuc~ency, 30 Since these governmental 

measures do nothing to interfere w i t h  the price mechanism, 

but only seek to ensnure the uniformity alld safety of a. 

nationa 1 maaetary standard, Sumner supporrs them. 

Sumner ' s theory of tfcomerPcal crisisf' and the trade 

cycle are related directly to his conception of the legi- 

timate and illegitimate functions o f  financial b s $ i t u -  

t ions, 31 As banks l e n d h l a e  c r e d i t ,  that  is, credit be- 

yand their accumuLated d e p o a s ,  and as competition for  

p r o f i t s  from loma forcce others to lend st i l l  more credit, 

the paper notes outstanding swell to such proportions 

that they disrupf and "clogt' the channels of tradc, and 

precipftate an economic crisis, He maintains, for fnatance, 

EYlar: Zhe sfloady creulz ro poor i n v e u u t e r i t  z l u k u  repr .errwi t te  

a highly unstable and precarious situation. Any change in 

the exchange razes or any redttcefbd kn gold deposit8 can 

pinch bank reserves and s t a r t  a general withdrawal and re- 

ca l l .  A s l ight  withdrawal of gold can def lare--ln a mul- 

t i p l e  fashion--an economy b u i l t  upon credit* The collapse 

" ~ m e r ,  A History of Banking. . .. PP. 464-466. 



of these f a l i e  Lnvesments and the liquidation of many 

f'uneconomicM firms and banks follows inevitably. 

When things seemed prosperous and the exchanges 
were favorable, the banker put out his  cfrcu1a.- 
t ian,  When one d i d  it, the others did it, and 
the consequence w a s  a general inflation* Ekes- 
entry the i s s u e  became excessive, The exchanges 
turned and a l i t t l e  specie was shipped, There- 
upon, the vital  nerve being touched, a shock 
went through the entire syaterrr, Discounts were 
refused; loans could only be obtained t t t t c l t ~ g h  
brokers at extravagent rates ; the circulation 
was contracted. very suddenly; the camercial 
system was arrested; zhen industry stopped; 
prod-tkon waa roduaad 5 wagon wcro l o w t r c d  3 
and f i n a l l y  the fa.mers, so f sr as they  were 
debtors, w e r e  reached, This severe remedy op- 
erated aE a. cure, a.nd a l l .  were ready to begin 
again, . . 32 
In another instance, S m e r  holds thar excessive ex- 

tensian af credit, in a. ~ e n e r a . 1  perLod of high product;Zan, 

prevents prices from f a l l i n g  fast enough to clear raarkets. 33 

A tmporary tlglurM of gasds occurs and continues until 

LiquidatLon forces the excess credit from the economic 

system. As prices fa.11 and goods move aga.in, a general 

business revival is initiated. In efeher explanation of 

comercia1 crisis ,  mast of Sumnerls ernphabis f a l l s  on the 

excess paper extended by the banking system. This is not 

the sole cause of cris is ,  or the business cycle, but i t  

surely is one of the most important--especially in Amerf- 

33 
Smmer, The Strikes , l t  The W3ll iam G r a h a m  Sumner 

Papers,  p, 14, 



can economic history. 
34 

unfortunate aspect af ecaaonlic crisis Ls the fact that 

ft has its worst effects on the forgotten man, the comon 

workman who has nothing with the cause, duration, 

or severity of the cycle, but who bears the brunt of the 

burden through f a  lling income and employment, 35 mar- 

issue a l s o  hurts the debtor,  or that very class of per- 

sons most vocal En demandfng an increase in the money 

In a l l  cases of relief attempted by big paper 
money machines the advantage was won by influ- 
entia 1 individw 1s who got the management of 
the undertakings into their  hands and turned 
it to t he i r  own prof it, Lt may be said, al- 
mosr without limi.ttarian, tk iat  a l l  paper money 
issues and stay laws far the relief of the 
debtors have had as their sole result, to 
curse debtors w i t h  life-long poverty, misery, 
a d  drbt ;  and furt;her, that: in thc history of 
this country *5elief1v has been the word of the 
most direful omen to tho -who-have-not t h a t  
the dictionary contains. !# 

Again, as in the p a s t ,  the innocent forgotten men will 

bear the burdens of undeserved financial and commercial 

hardship, 

Srrannerss analysis of mmcy and ba.nking is consistent 

w i t h  his views on a l l  topics t h a t  concern p o l f t i c a . 1  eco- 

34 
Sumner, A Hlstosv of 3&5np;. . , p. 120. See 

a l s o ,  Sumner , nlhs Influence of ~amnerct l  Crises on Opin- 
ions About Economic Doctrhss ," The F o r ~ o t t e n  Man, ,, pp. 
219-220, 

35~umner, A History o f  brkim. , p. 103. 

3 6 ~ b ~ d . ,  p, $39 .  
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nmy; for Sumer, a geaera l  policy of non-interference 

is the rule. There is no evidence rbat go~enmental fn- 

terference in banking does any good; indeed, most of the 

evidence is to the contrary, Any constructive govern- 

mental measures to enhance the soundness of the currency 

are l eg i tbate  and endorsed, Any and all legislative 

interferences w L t h  prices or interest rates are condemned. 

The essential point, again, is that there simply are not 

many ways that governmental interference in econm5c mat- 

ters can bring about the desired Lenef i c i a  L consequences, 

This principle is just as true for 3~1~ner  in banking as 

it i s  in the other economic areas that he examines, 



CHAPTER EIGHT 

GRLTZCLSM AND EVALUATION 

This chapter w i l l  be divided into three parts. In 

the f erst part  we will make: general, criticisms which ap- 

ulv to all of Sumnerls theories. The second p a r t  will 

review the entire S m e r i a n  system, and criticize some 

specific aspects o f  his  theories. To conclude, we will 

review and evaluate the nature of some of the criticfsm 

which has been directed aga ins t Sumner. 

Genera 1 C r i t i c i s m  

From a strictly economic point of view, it can be 

observed t h a t  Wf LlLaln  Graham Sumner has no real.  cancap- 

tion of the workings of impure or imperfect cumpetStfon, 

A l l  the ccanomio modcla t h u t  he dc-rclopo ta doeosm4na 

prices, wages,  and interest rates implicitly a.ssume what 

wc would term pure competition, Nonc of the economic 

units in his models appears t o  have any autonmaus Con- 

trol  over price, nor do they appear to be able--in the 

short run at  1ea.st--to Lnf luence the  price of their pro- 

duct UE the w a g e s  they pay fur labuc l t ~ c t u r a .  are ps- lcea  

of products, services, and factors a r e  all controlled and 



s e t  in the market by the a.ppropria.te set of supply a.nd 

demand forces, and no one can interfere, All business 

units can a t t empt  to da is vary outputs so t ha t  t he i r  

prof i ts  are maximfzed. 

When varflng degrees of competition are  recognized, 

however, fims acquire sme control over ?rice. Once 

imperfect competition i a  admitted, it bsconles theareti- 

c a . l l y  possible tha.t something less than an optimal al lo-  

cation of resources occurs under complete laissezlfaire, 

ft is also possible  to show that mast of the welfare pro- 

pasitions of free competj!3sn become inoperative or at 

l e a s t  indeterminate under such conditions. Since a sig- 

nif icant portion af Sumner's argument for laiasez-fafre 

rests on *e supposed economic superiorfey of that system 

in accomplishing allocatfve ef f ic iency,  these points may 

be a sfgnificanr theoretical blow to his system. 

fn the second pLa.ce, Sumerrs entire economic analga 

s i s  assumes a. fully employed economy. H i s  whole %anser- 

vatkon of energy" * e s f s ,  and almost l  hFn ~ n t i r m  d i a ~ u a r i . a n  

of tariffs, is valid only if all economic resources are 

employed in the productfan of current autmt, Obviously, 

to  shift  a resource from s h i p  production to shoe moduc- 

t ian will Increase the output of shoes and lower the ~ u t -  

p t  of ships.  Bvt i f  resoureels are idle--unproductive-- 

and can  bib m a d e  produeeivc by a tariff fir sartlc govarrluren~cl 

device, then no eeonomic cost  or sacrifice in alternative 

production La involved, and a n s L  6aLn Fn ourpux La p a s -  
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i b l e ,  Sumner, kt seems, faiLs ro consider t h i s  possibil- 

i t y .  

As a third paint, despite  h i s  desire to be evolu- 

rfonary in approach, Sumner's analysis fs quite statkc 

and short-run. His entire discussion of wage r a t e  deter- 

mination, for instance, ia devoid of reel dynamic influ- 

ences, and seemingly devoid of the interrelationship be- 

tween product demand and factor demnd, If factor demand 

is derived from the demand for the ~ ~ o d u c t ,  then the 

forces in the factor and product mrkcts camat be as in- 

dependent as Sumner assumes, If they are not cmpleteZy 

independent, Srtmnerts stzternent that wages come out of 

capktal and p r n f l r s  came m e  af praduct becomes entirely 

m i s  Leading. 

Beim static-and short-run, Sumnrrvs analysis is, 

unsurprisfngly, mLcroe~onomic. Individual firm and con- 

sumer behavior--especia.lly w i t h  regard to wagcs--5 a exam- 

ined apaxt from any income charges that they might fnduce 

within *c ayat-. For L n ~ t a n c e ,  while w s g a  cuts  may, 

indeed, reduce costs and encourage productLon, they may 

also reduce consumer income and, correspondingly, rhe de- 

mand for prodltlcts, There seems to be no evidence thar 

5umner is aware of t R L s  sort w f  analysis.  

In conclusion, once imperfect competition, under- 

~ ~ L o y r u e n t  of resources and rfgia p=fces are  assumed, L t  

fa possible t o  demonetrare thar a Labsez-fafra system of 
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enterprise may not produce optima1 eff ic iency or produc- 

tion. The system can, as Keynes has shown, achizve an 

under-employment equilibrium position f r a m  which it has 

no rational rendeaey to depart. If a l l  th i s  is true, a 

legitimate economic case for government intervention can 

be made, and Sumner's arguments are weakened considerably. 

(It sems inappropriate to debate the merits of the Keynes- 

ian analysis hem. It suf f icks  t o  menti.on that a minor- 

ity of economists are not in agreement with the premises 

or conclusions of that system of thought, nor with the 

attack an laissez-faire,) 1 

Specific C r i t i c  ism: E c onomi~ 

Sc Pence, according to -lebsterr s New Internat Fona.1 

pictioparv,2 is 'lknowredge. . . systmatized and f omu- 

lated w i U l  reference to the discovery of general truths 

or rhe operation of genera.1 l a w s , ' '  If ecanomics is as- 

sumed t o  be a science, then Sumnerfs metaphysics aPP-s 

tfi he xlc\n-*ontrovarcio.1. A L L  s ~ o n c l m i ~  te--1ikcr 1.11 bfola- 

gists--assume, by the na.ture a-f their work, the existence 

1 For a detailed explanattoa of haw two economiata 
think a laissez-faire system could function, see the fo l -  
l o w i n g :  Ludw3.g Von Misca, Human A o t i o n  ( ~ e w  &ven: Y a l e  
University Press, 1 9 6 3 ) ;  and, Mxray N. Rothberd, Fbn, 
Economy curd State (Hew Jersey: D, Van Nostrand Company, 
fnc. ,  Ifm2). 

9 
L 

"Science, '1 Webstart s New lntsrnatibnal Dictionary, 
Second Edit  ion, Unabridged (Springfield, Masae.chusetts : 
G, & C. Herrim and Company, 1958), p, 2238. 



of a physical, objective world where consequences a r e  the 

result: or' antecedent causes, L u e w L s e ,  Ehera seems co be 

little quarrel with Sumner's spistwnalagy. Although he 

indicated t h a t  the inductive, scientktic approach Ls the 

pro per methodologica 1 t o o  1 far deriving information from 

reality, he is also heavily deductive in hjs  awn analysis. 

A h n o s t  a l l  economists would admit tha t  s careful bLend 

of the two a t t i t u d e s  is a healthy approach in the pursuit 

of economic knowledge. 

Sumnar's analysis  of economic forces and laws can 

become controversial if misbterpreted.  He believes that  

economic laws ,  lLke physical l a w s ,  are immu2abls and un- 

changing. He means that a cause-ef f ect rela tionship under- 

lying an economic l a w  is f i~ed, and cannat be changed by 

man. 1- alter the economic variables within an eeo- 

nomic Law and attampt t o  a.s;hieve effects coincident w i t h  

h i s  intentions, but he is powerless to af feet the relation- 

ship between cause and affect. Thus, given fixed axnounts 

of capital and land, and a constant technology, the addi- 

t i on  of labor eventualLy increases output at a decreasing 

r a t e .  Gfvea the above asswptfans,  th i s  relationship is 

always true. The controversy arises when man seeks to 

observe or apply economic laws in real circtrmstmces, 

In the real world, the conditions of any given sFtuatian 

never seem Co f i t  the assumptions of the "puress case from 

which fie law i s  derived. In the  real economic world, 

"variabLeeM ' d i s , r u p t  or llradify the condirians upon which 
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the pure law is based, Tfisrefora, when the law comes to 

be applsed to  some rea.1 e~wnwmkc pz-ublem, ic ro~ts i t s  

ability to predict absolute resu l ts .  It allows man to 

predict  what m i g h t  happen en some given zFme period; it 

never seems t o  be exact enough t o  tell him precisely whaZ 

w i l l  happen and when. Thus, although the  law of B W a l s h -  

irtg returns sta.red a.bove is always true, its applicability 

to any situation in the r e a l  world--where land and capital 

are rarely fixed or homogeneous--is very limited, 

Sumner's discussion of the economic founda.tlons of 

society, tha.t is, h i s  emphasis on sca.rcity, population 

and land is an interes ting--though unsophis ticated--econo- 

m i c  model. Its purpose tfems to be r o  show that men get  

nothing free from nature, that their efforts t o  sustain 

life are a constant economic battle ~ L t h  nature, a* that 

the outcome of the struggle i s  depedent upon ( I )  Land 

defined t o  include "the state of the artstt, and ( 2 )  the 

number of men engaged in the struggle. Thus, men increase 

their welfare only by increasing t h e h  'Imeans of aubsis- 

tencett or decreasing t h e 2  nunbers , A t  any given moment 

in time, their welfare is determined by the man-land r a t i o ,  

There are a number of dfffLculties here. In the first 

place, Smer  %s writing, for a bas;Lcally agricultural so- 

ciery, and %t is not aurprfsfng, therefore, chat his 

chsories place crucial emphasis on the amount and condf- 

t i on  of Land. Ln an hdustrfal c-ity , however, f t is 

doubtful whether the mount, or even the  original nature 



of the land s.ssumes anywhere near the bpr ta .nce  tha.t it 

does in Sumneras theories, Sumrteris economic model seems, 

i n  other wards, f i t t e d  mare to describing the nstzuggle 

f o r  existence" in an underdeveloped country, than it does 

to describing the continued growth of a developed country. 

A l s ~ ,  there is nu evidence that Sumner ever investi- 

gated ths welfare aspects of redistribution. He assumes, 

for instance, tha.t economic w e l f a r e  increa.ses anLy by in- 

crea.~ ing  the goods or decreas ing the men. kiowever, FE i t  

i~ possible to so rea.lloc;ate income or product that no 

one is made any worse o f f ,  and some are made b e t t e r  off, 

the w e l f a r e  of a community can increase without increases 

in product or reductions Ln population, 3 

Surwer's emphasis on the importance of capital  seems 

justified. ft & capital goods that sustain and support 

an industrial civilization, and without them industrial5 - 
zat5on and increases in w e l f m e  are unlikely a d  -st 

b p o s s i b l e .  Yet for all his  discussLon of the importance 

of capital, hfa analgsfs seems ta lack a discussion of 

the importance of trained labor without: which, also, an 

industrial cfvilizntfon is not passible,  Srrmner mentions 

the value of sk i l l ed  labor but does not place s f g n f f i c m t  

crmphasio upon it, or upon the fact that: industrialization 

m i g h t  posaiblp be slowed mre f r o m  a lack o f  skilled labor 

than ftea a n h e t t s ~  of capital geoda. CapftnL La bpr- 
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tant, and may even be the key factor Fn economic develop- 

ment, yet bottlenecks in other factor areas may slow the 

application of capLta1 and, correspondingly, the pace of 

economic developaent itself .  

Sumnerl s undiluted praise for the %aptain of indus- 

tryN may be naive,  allthough th i s  is am extranely d i f f i -  

cult area of examination. It seems to be a "what would 

have happened ifg1 situation, in which all sarrs of specu- 

lat ion a r e  possible, For instance, i z  may be qufte true 

that capital  couLd have been accumulated and applied wfth- 

but the special skill of a private class of induetrial 

*captains," The succaes of some public entervise in 

selected countries admits - . the possibility, As another 

example, the captains of industry most assuredly did not 

direct  a l l  phases of their entrepreneurial undertakings; 

a significant amount of the success o f  their enterprises 

could have resulted from che decisions of an efficient 

managerial class. S w e r  does not s e m  t o  consider sde- 

q ~ m t f i l y  t h e s e  p a n n i h i ?  i tf cn fn fact, he aredicts that 

more and more coxnpanfes wiLL come under the psraanaf con- 

Z t t a l  of m e  important: -, since t lrfa is the kind of e£ fi- 

ciency demanded by modern enterp~ise.~ This surely was e 

naive position, a d  one contradicted by the evidence of 

modern industreal development, 

Surmncras m l y a i a  af eompctitfon and monopoly io un- 

4~-er, Whre Social Classes. - , p. 49. 



usual and invi tes  comment, His two-f old c1a.ssif ication 

of cornperition--man against nature, man against man--i s 

e s ~ e c i n l l y  impoxtant. fn that discussion, he highlights 

one o f  the  eaeential features of economics, that is, the 

fact that: wealth is no% fixed fn amount, but can be 

created and enlarged by production, or the efficient as- 

sault upan nature by men in economic organizatfan. While 

highl ight ing the fomer definition of competition, however, 

Sumtlar ?QQP net i 5 t . l ~ ~ ~  +ha 1 a f i t p r -  He maintains that -- 
to-man competition is inevitable so long as men with un- 

limited w v t t s  dosirs 80ods in scarce supply, We fmpar- 

t a t  point is that the more successful the man-to-nature 

f o m  of cornpetitioh, the ~ C Z G  V ~ C ~ O U R  the man-to-man V ~ X -  

i e ty .  

Mnopoly is a particular problem and its definition 

involves a number of Smmerian dist inctions.  He believes 

ehac a mnopoly is either natural or artificial,  that ia, 

it arises either ''from the fac t s  in the order of the uni- 

V B ~ S ~ ' '  or tram gaVerNnenraL Inrerven~Lon in r;m asrkec 

place, The f irst type of monopoly cannot be prevented 

since it i s  not the product of man, but of n a w e .  The 

second type i s  man-made and is always rhe result of prfv- 

ileges and favors dispensed by plutocratic R a v e m n t ,  

nsce is no third type of monopoly, or monopoly established 

wickour natwal or artificial advantages by a prEvate firm 

on a free market. A monopoly not founded on natural or 



a t t i f  i c i a l  advantages is extremely unlikely and inevi- 

ta.bly short-lived. He has said: 

X am not y e t  able to sea that any fmst Can 
succeed unless it is founded an a natural o r  
leg%slative monopaLy, and furthermore on a mn- 
opoly whose product cannot be produced in an 
amuujnt exceeding the demand at the grLce which 
has been customary before the fortnation of the 
trust; and f cannot sea any chance for legisla- 
fhon fo do any good unless i t  is in the repeal 
of a l l  such laws a s  are found to furnish a ba- 

sis 
the organization of an artificial mon- 

opoly* 

Becauoe hs did not undcrat;arrd M p c t f e c t  c o m p a t i t i u r r ,  O w l -  

ner, of course, d i d  not understad degrees of nronopoly 

pew-. Hodern analysis rnigbt; admit that; a pure monopoly 

is unlikely an a free market t~ithout: ail artif ic ial  or nat- 

ural advantage; it would nvt admit, however, rhat: lesser 

degrees o f  monopoly power must necessarily be derived only 

from such uadvantages.'t Large corporatians hold degrees 

of monopoly power by the very f a c t  of their s ize  in rela.- 

t ian to ehe market. The source of this ilpowerh need not 

be pXutacratkc or namral, Thus, i t  i s  possible that a 

group of economic institutions holding a. significant de- 

gree af  monopoly p w e r  can be f i t t e d  between Sursneres a- 

m p l e ~  of pure na..trural manopoly and pure plutocratic mon- 

opoly. If this is the case, and if these economic organL 

izations are quite widespread w i t h i n  the econmny, Sunmeet a 

sFmple theory is not useful in explaining the facts  of 

d 

Swmdr, "Trusts and Trade Unions ,tf The Foraotten 
I&m. . . , P. 262. 



economic lif a, 

S-er expects msc naruraA monopoly LO "evolvem away. 

He ewpects competition t o  initiate techmlagical f~rces  to 

break it dawn. On che other hand, he a l s o  expects l e g i t i -  

mate accumulations af capital t o  ramin and, in fact, be- 

come more concentrated as modern enterprise requires, He 

belfeves that so long a.s concentrations of economic power 

are not plutacratically based--and t h i s ,  in h i s  system, 

Ls preventable-- *ere is nothing to fear; accumrrlations 

of capital,  in rela.tion to the tasks of productfon, are 

normal and t o  be expected, In fact, these very accumula- 

tions w i l l  provide the technological advances and pro- 

ducts that sustain continued econilmic growth. 

There seems to be a great readiness in the 
p b l i c  mind to take & L a m  at cbaae phemm- of 
growth--there m i g h t  rather seem to be reason far 
public: congratx1at;ion. We w a n t  to be provided 
w i t h  things abundantly and cheaply; that means 
that w e  want  *creased economic power, All 
those enterprises are efforts to satisfy tbt  
want ,  and they promise to do ir.6 

The Slrmnerian thesis tha.t large accumulations of cap- 

Ltai employed by relat ively  large firms are responsible 

for economic growth is similar, but not identical, to 

thoae advanced by Schumpeter, Galbrakth,andl Slichter. In 

rhese later theories, it is the large fixm that initiates 

growth and development since only the large firm has the 

b 
Sumnet, "The Concentration of Wealth: Its Economic 

Ju~tificatfon,~ The Challenge of Facts. . . , p. 84. 



economic resources o r  the economic incentive to carry on 

research, developent and innovation. Schmpeter, for 

instance, maFntains that the economists f ascinatian w i t h  

the purely competitLve model .and atomistic: price competi- 

t i o n  has blinded him the economic life which 

are, essentially, lgehange" and innovation. 

. ,in capital ist  reality as distinguished from 
its tcxtbook picture,  it is not f competi- 
tion-7 which counts but the cmpef ition f rol. the 
new coamodity, the new technology, the new asurce 
of supply, rhe new type of organization (the b g -  
ecr L - w c u l e  uriI L UL CVIIL~UI. Kwr l z rv  rurlcw) - - c u u p t ; L -  
tion which cormn;tnds a decisive coat  or quality ad- 
vantage and which strikes not at the margins of 
the profits and the output8 of existing fl$. but 
at theFr foundations and meir very Uves, 

As soon as we go into d e t a i l s  and inquire i n t o  
the individual item in which progress waa most 
conspicuous, the trai l  leads not to the doors of 
those ffrms that work under conditions of corn- 
~ a t f v e l y  free ~ompetition but precisely to the 
doors o f  the large concerns--which, as Fn the 
case of agriculturalmchinery, also account far 
much of the prugress in the competitive sector-- 
and a ahockLng auspicfan dawns upon us that big 
buoiness may have had mozo to do with creating 
that standard of life than w i t h  keeping it down, 

Both Galbraith and Slkchtet seem to agree, w i t h  t.be concLe- 

sions of the Schmpererian analysis, Galbraia holds that 

"there must be some element: of manapaly in an fndustry i f  

it Fs to be He concludes : 

'~ose~h A. Schumpe trr , Capi+aLism, Soctaltsm 4 
Democracy (New York: Harper and Row,  19621, p. 84-  

 t oh Kenneth Galbraifh, "Thh Economics of TechnioaL 
Devcl~plment,~ MonopoLv Power and Economic Performance, sd. 
E d w h  Mansfield (New Yark: W. W, Norton & Go., 19a1, p.42. 



Thus, there can be Tittle doubt that oligop- 
o ly ,  both ia theory and in fact,  is strongly 
oriented tma.rd Change* 'l'here car, we no ser- 
ious doubt a.t  a.11 that: the setting for inno- 
vation, which is so fa.vora.ble in this market 
structure, d i s a p p e w s  almost e n t i r e l y  as one 
approa.ches the competition of t he  cumpet~t~ve 
model. l0 

t h a t  on- the relation 

s t 1 1  of bigness to competition is out of date and unrealistic. 

, , .competitian among large firms is sugeriar 
in q w l i t y  to competition among small firms and 
serves consumers more effectively, This is be- 
cause the greater research by the Lazge firms 
&voc tho aonarPnorcr rr rridcr r r rqc  o f  ohoLoc over 
a period af years than competition among a much 
larger number of small firms that cam afford 
little or no research, . ,Ln view of the grow- 
ing knportance of large enterprises as a Ptrouree 
of competition a d  the superior quality of this 
c a p e t i t i o n ,  d m w e  to break up large concerns 
would be a blunder.12 

T?ae theories held by Sumner, Schumpeter, GaLbraith 

and Slichter do not seem to agree with the "traditionaltt 

theory of big 'business. The traditional view holds that 

large corporations are not necessarily e f f i c i en t  or pro- 

gressive, since their ~emi-monopolistic market positions 

insulate them from the rigors of corngetition. Prom this 

sanctuary they can keep p r i c e  above mmginal costa in 

the short-run, and above IRj_rkmn average c o s t  in the long- 

run, thus ttexplaiting't the consumer and misallacatiw 

l l~-er H, Slichter. "In Defense of Bipr Business ." - 
pbnowlv Pawer a ~consmic Performance, p, 13. 



economic resources, 

Hence, in the traditbnal vfew, cancenrracion 
of ecananic power, by df stnrting the alloca- 
tion of resources, impairs the perfomtance of 
the economy in satisfying h w n  wants, This 
i s  why economists have traditfonally viewed 
the breakdown of competition in many indus - 
t r i e s  as a threat to the e f  f i c f e n t  operation 
of the free market mechanf sm. It is the 
reason, . .why ecawmfsts have traditionally 
urged the forceful applicat ion of antitrust 
l a w s  to keep firms f r o m  becoming taa big-13 

In conclusion, Sumnerf s position on big business is 

dahstsh.l,,a. Personally, t h o  avtbar ~ u p p o t t a  *a fehumpct 

erian thesis; that the l a r g e  firm has helped growth more 

#an i t  has hurt it, and t h u ~  Einde l i t t l e  fauLt wi%h %he 

S m e r  approach in this  specific area. 

Specific Criticism: Economics and Government 

W i t h  regard to the proper ins titutf onal arrangements 

to implement his idea of civFL liberty, it should be no- 

riced =hat Surrtner has so defined republican gavement 

and pLutucracy that they a.re, by dsf ini t ion,  beompati b l e ,  

T h a t  is, "goad g ~ v q n m e n t ~ ~  is government *ich is not plu- 

tocratic; it is government whose sole function i s  t o  me- 

serve and protect c i v i l  l iberty and property rights. 

Since--again by definition--all economic legislation seeks 

t o  undernine the liberties of some individuals and *efr 

'%dwin Myrsfield, lfhtroduction,H Monopoly Power 
and Economic  Performance, p, v i i i ,  
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exclusive right to their own property, it is definltian- 

a l l y  kz.~ompatible with republicanism. Thus, it sccmj Eu- 

t i l e  to attempt to attack Sumner at t h i s  level ~ i n c e  he 

is, by his  own definition, necessarily ~ u r r s c t  in cunulu* 

sions reasoned from h i s  own assumptions* If there is to 

be any controver-, it musz ceneer On ehe definit ions thew- 

selves. 

Whar 1s good government: in a free society? La it 

government which responds to che wishes -d needs of i t s  

citizenry through legislation? Or,  instead, is It govern- 

ment which attempts to uphold strictly the expressed and 

imglied constitutionaE guarantees of civil Liberty and pri- 

vate property? S m e r  holds to the latter definition; 

good government is government which insures that ttpeaee, 

order, azld the guarantees of rightsN shall be the pr-y 

goal of political action, He thus re jec ts  as hproper a l l  

legislation uhicb seeks, in his vfew, to  undermine a mant# 

civil liberties or property rights, Nst  p o l i t i c a l  scien- 

t ists  and economists, presumably, would lean toward the 

former definit ion,  They wwld place less mphasLa an the 

protection of civil l i b e r t y  and private property rights, 

and more emphasis on the achievement of full e m p l o p n t  

or the equalization of ecollomic opportunitiesr Thus, all 

though Sumaner is logically correct given his selection of 

goals, these g o d s  ere  not the prrwry concern of the vase 

majority of contemporary intellectuals w h o  deal in these 

issues. 
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S m c r  holde khar most people f a i l  to distenguiah 

between tc0~1onx3.c power p i n o d  on a frcc mrket, and eca- 

nmic  power gained by po l i t i ca l  power an a I1rigged" mr- 

ke~. are f ut-tuac irac;ceaaes illan' a w e l f a r e  by intf c&b& 

his power ro extract goods from nature. The lacter is 8 

*ear eo c i v i l  liberty and property; F t  fs plutocracy, 

and k t  is a flagrant abuse of the pr f s l c ipbs  of republi- 

can government* Large-scale enterprise on a free, compe- 

t i t i v e  rraarket, no matter how powerful economically, can- 

not destroy c iv i l  liberties, nor c a n  it take peoplepa pro- 

perty by force or regulate its use by legal procedures; 

these are  examples of political power, and no private in- 

stitution in Summer's republic can hold it in any degree, 

Only plutacratic government can originate and sanction 

such techniques. Again, therefore, Smer  is logically 

consistent given his definitions and, again, these are 

ant the particular definitions of the contapwary am- 

Lys ts . 
Sumnsrfs argument against plutocracy on moral grounds 

is also a definitional problem, and one involving personal 

judgements of value, Xf to s h i f t  burdeas from one b d i -  

vidual t o  another by force--by Legislation--is wrong, Zhen 

plutocracy is hmral .  If it is wrung--unjust--to make 

the middle classes assume the burdens of the impoverished 

classes thuugh welfaxe IstgLe laf ion, ar to give one campe- 

tftar artif icial  advantage over another, then, again, plu- 

tocracy is imnoral and candmmmble. 
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Sumnar is logical ly  correct because he does define 

hcmra. l i ty  as the shifting of burdens, and sees l i t t l e  

need or favorable consequences of internention; hence, 

h i s  condemnation of pLutacracy an mural grounds Eas correct, 

given his asstmtptLon, Since the assumption is a value 

judgawnt, however, the entire issue is open to question 

by anyone w i t h  a different set of  value judgements, 

The fbZ, area of controversy i n  S m e r t e  political 

economy is purely economic. Does speculative legislation 

foster r i g i d i t i w  and inefficiencies, I s  i t  harmful to 

economic grawth, and does it frequently produce r e s u l t s  

opposEte to those intended? Agab,  no s b p l e  answers Sean 

possible gince m e  tssues here are s t i l l  befng debated. 

TheuChfcage Schoolw of economics ~ i g h t  main%ain that Sum- 

ner  i s  quite correct in this aspect of h i s  at-;= = La. Gav- 

erment intervention in economic affairs, especially when 

the h te rven t ion  or control  is aimed at prices o r  cos ta ,  

does foster r i g i d i t i e s ,  does misallocate resources, and 

doeus w x e  than not ,  Lend Lu prurluct: Lire vcr;y vpyo*itus 

results from thasa intended. We have economic growth des- 

pite, m e  because of gaversrmene ineewrenelan, I 4  

l h i e  is , howeyer, the dnorf  ty view* Most economFsCs 

would tend t o  feel that government econamrc legislation-- 

for the most part--does not hurt, but actually fosters 

l4wtilton Friedman, Capif slim and Fkeedom (Chicago : 
The University of Chicago Press, 1962). 



*151* 

the gerteral economic welfare and o w  chances for economic 

g r o w t h .  What is required is more select involvement to 

bolster a basically unstable economy which, i f  left to 

i t s e l f ,  could not guarantee the full utilization of a l l  

i t s  potential economic resources. These eeonmists wauLd 

generally deny that such Xegis latian induces inef f icf sncies , 
or would regard this problem as  relatively unimportant in 

the lLebt of higher priority gcals like full employment or 

increases in output, They would also deny that government 

intervention produces results o p p s  ite to those intended ; 

the results are generally satisfactory, and If they are 

not,  bigger and htter programs are mandatozy, They casl 

point ta the history of the Uaited Stares  econmy bemeen 

1945 and 1965, and maintain that their programs have re -  

sulted in anythjmg hit e l ~ ~ .  eennamiz: disaster predicted by 

William Graham Smmer. 

Specific Criticism: Ap~lications 

Zt i a  diffioult to d r c  any sunac o u t  of the Eutmcr- 

Lam idea that t 'wqes are paSd out of capital and not out 

of product," He seuns to negleer completely the fact that 

even during h i s  artif icial  Itperiod of productionw the de- 

mand for lab~-z;--a~ld Ghua the wage rare--%$ a ZunctZon of 

the expected raargbal  product af the factbrs employed. 

The demand tor the factors of production is derived from 

the demand for the product, and there can be no demand for 
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labor, and no wages,  unless chere is a, sufficient dexmnd 

for the product that Labor produces. Thus, since an em- 

ployeras demand for factors must necessarily include a 

calculation of the expected product i ~ i t y  of those Ee.ctors, 

the wage rates paid a.re necessarily related t o  product, 

or at least to ttexpectedgt product. If wages and 'product 

a.re related, so, of course, are wages and profits ,  

Another related difficulty is that Sumraer seems to 

believe that anplayers cannot influence Zhe wages paid 

in the labor market; they pay at least the market rate, 

and n o t  more. Once monopoly power  is recognfzed in the 

labor market, .however, it becomes p o s s i b l e  for employers-- 

and employees --to acquire a degree of control  over the 

price of labor, Once this is admitted, wa.ge rates above 

~ n d  below the I1market rate" are p o s s i b l e  and depend an the 

ltba.rgaining powers' of the parties, Smce Sumner assumes 

purc eompotition in the labor msrlcet, hc docs not deem to 

admit these p o s s i b i l i t i e s .  

The validity of Sumner's positibn an t a m r i f f s  depends 

on C h e  assumption of full employment, an asslunptiuri which 

Strmncr fails  t o  W e  expl ic iz ,  If reso=cea are fully 

employed, then a tarifz smply sh i f t s  resources frUs un- 

protected industries t o  protected ones. 'rTe holds tha. t  

chis s h i f t i n g  of resource2 produces less total product 

at higher prices, and thus lowers consumer~warker welfare. 
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3f the economy is not fully employed, however, and f f 

unemployed economic resources can be activated by a t ar -  

iff or p r o t e c t i v e  duty, then a net domestic gain in pro- 

duction i s  possible. The remainder of his analysfs is 

clear, consisten% and relatively wcontraversial; the 

only section which evokes coment is the sf fec t  o f  t a i f f s  

on wages* Since the argments a.ppropria.te ta  a critical 

appraisal of his  wage theory are also applicable to his 

analysis of tariffs a.nd wa.ges , they will not be repeated 

here. 

Pt s b u l d  be pointed cut that the entire Smnerian 

=alysis concerning the appropriateness of tariffs is 

viewed from the pasition of the consumer, This point is 

made explicit: by h i s  arguments against tariffs which seek 

to praeect infant tndustries; industries masquerading as 

ilinfantsfl are quasi-monopolies which exploit consumers. 

J f  inte~ssts other than those of the aanswner are recog- 

nized, however, for instance the whole question of the 

produc%fmn of 60ods involvcd wieh national aaourlty, Chcn 

the inappropriateness of tariffs can be questioned. ff 

national security requires the development anti production 

of munitions, and thfs can only be accomplished thxough 

tarlf P prorecticn, then Lariffs axe appropriate, Sumex, 

it seems, does not take accounr of the special requirements 

dictated by a w a r  or quasi-war sltuatllrn. 

Sumzera s views an t he  proger rala ah3 n a t u l ~  of money 
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are those of a conservative, "hard money:' anti-inflation- 

5 s  tr He w p p w s t z ~  tlie L r e t z  ~ u i n q t :  ul s i l v e r ,  t i - i l ~ e t c r l l j - s n ~ ~  

increases in the money supply based upon fractional re- 

serves, and paper money not redemable ul speck@;  even 

redeemable Itp.p@rfl arouses his suspicion, far  the danger 

of paper money inflations Ls persistent, In additlon, 

banks must be trtinsfer agencies that re-lend saviws, and 

not institutions which *kreatebV credf t . Credit creation 

is an infectious disease whose inmediate effect is an Fn- 

creasing price level, and whose ultimPtte commercial conse- 

quence is recession and unemployment. 

9 m e r 8 s  analysis of the cause of bank averissue is 

interesting, an8 in the mainstream of his polirical eco- 

nmy, Legislatively enacted usurp laws preventbmkers 

from obtaining interest rates on loans at a rate deter- 

mined by $he market; as a consequence, they attempt to re- 

gain the lost profit  and satisfy the artificially induced 

demand for f w d s  by over-extending credit, Nowhere, how- 

ever, does he attempt to prove this allegation with empkr- 

ical evidence, Thus, while the explanation of b a d  over- 

issue is consistent with his general thesis that most eco- 

nomic interference by government is mischievous, an w p i r -  

ical demonstration that usury laws are  responsible for 

this aver-fasue is Xackhg. 

Strmner hoLd8 that bgnk over-issue f s  resmsfbls f s r  

the business cycle, In =he first p l a c e ,  it inflates prices 

and causes a gold drain, which s l a w s  the extension of crodi t  



a d  hi tiantes an econmic slowdown. Secoad, over-issue 

pt*eVenCs prlcea from fa.llkng Caul; esruwli +o clear  c o ~ o d -  

The redundant currency proved a barrier r;o the 
exchange of comodities ,  which, if we had pro- 
duced tua much, ought simply t o  have made us 
very rich. It would not let prices fall so a.s 
to make the exchange poss ib le ,  nor yet allow 
of an export of the stttplus if we eferred 
foreign goods in exchange for it, IF 

This last  explanation of cycles seems confused. It is 

probable that Sutnner believes t h a t  I1credit" induces bus i -  

ness over-investment, which later produces a temporary 

"glut" product will remain until 

the money supply decreases, and prices fa l l -  

A Critical V i e w m i n t  Examined 

Many cmmenta.tors have suggested that Sumner was a 

Social 3azwfnist, an evolutionist who believed in a npro- 

ceas of constant struggle, men against nature, and men 

agabst m e n ,  for the products of  nature, ,116 Eualution, 

moreover, was natural and inevitable, founded on natural 

l a w s ,  armd men could do little to alter the pace or direc- 

- - - - - -. . . - 

15~-er,  "The Strikes," Tho William Graham S-er 
Papers, p, 14, 

''~alhoun. ffkncricsn Masters and Contemporary Socio- 
Logy," Social orces,  p, 19, Also see J o ~ e p h  3. SprngLer, 
Vvolut -an on Economics ." Evolutionary Thowht 

ca, ed. Stow Persons (New Haven; Yale University 
P r e s 9 5 0 ) ,  p. 218. See also, Gordon Harrison, Road t o  
the R i a h t  (New York: Willkua M o r r o w  and Company, 1- 
ppl 171-172. 



rion of t he  change it produced. Hence, S u m n e r  was an 

e~anarnic d m e o n t h i s ~  and a P a e n l i s t  who proa~hed a a e r -  

man of passive obedience Itt;o the forces in the nature o f  

the univorc o . fl 17 
'Ihe essence of wisdom was to accept life as it 
was found, and t o  exercf se reverent cautian be- 
foct  act ing willfully or purposively, . .Stunner- 
ian  social  science meant acceptance of things a4s 
they were, and the hpos i t ion  of  s t r i c t  lfmita- 
tians gan the legftirnate scope of human acti- 
vity. llt 

In an age of helter-skelter refom, he tr ied  t o  
convince men that confidence in their ability to 
w i l l  and plan their destinies was unwarranted by 
history or biolagy or any of the facts of exper- 
ience--that the best  they could do was bow to nat- 
wal forces. 19 

. . .social evol-rtion is automatic ant3 imevftable 
and we w i l l  only retard progress by any man-made 
plans for ~ a c f a l  progress. %is view was vigor- 
ously upheld in the United Spatee: by, . .Willim 
Graham Sumnes of Yale ~niversit~.20 

Tfie author believes that the preeedine cnments  are 

a misrepresentation of Sumneras position, Firsr of a l l ,  

''In *is renard see. C a l h o u n .  "American Masters and 
Contemporary ~ o c i 6 1 o ~ ~ , ~  social ~ o k e s ,  pp. 24-25. See 
alnn, Ellwnart ,  The S+nrv nb .ctn*i.*l Phil lounlrh~,  pp. SPA-525,  

ZU 
Harry Elmer  Barnes, Historical So&ialo~y: Its Ori- 

pin and Dayelament (Mew Yurk: Philosophical LibraryI 19'481, 
p, 1"7'%. -3.s list of quofations can eaa i  ly be extended. As 
a f h a 1  example, however, observe the f o l l o w i n g :  btHe in ef- 
fact  maintained that the mind is entirely molded by circum- 
stances anll that it should resign itself to that fact, &ban- 
dank; evacy wetense eifher char ic has Lnnaze Ideas or 
that Pk can remudel the world.N Perry Miller, American 
+Thought: Cfvil W a r  to World W a z  I (New York: Rinehart & 
Company, 1959) ,  p, m i % ,  



to be am ueconomic determ;lnistIi does n o t  nscessarily make 

one an economic fa ta l i s t ,  Sumner is an economic determin- 

i s t  in the sense Lhat he believes tha.t economic facts and 

forces influence S U C ~ ~  and p l i t i c a l  .institutions, k u r -  

ice Davie has written: 

Srnmner was thw an economic determinist not in 
the :doctrinaire sense of Karl Ma-, but In the be- 
lief that economic institutions are mare h e i c  
than other institutions. He maintained that pol i -  
t ical  and social institutions find their b a d a  in 
economic fact, and that the atage of the indus- 
trial organization exiotinqlat any t h e  i. the 
controlling social factor, 

He m i g h t  also be classified as a determinist because he 

regards economic l a w s  as permanent facts of econodc life 

t o  whfch men are necessarily subject, As demonstrated fn 

the body of this study, he dues accept sum0 zrsreial facts 

as principles ; there are Laws in economkes, and they are 

j u s t  as operative and just as real as the Laws of cherds- 

t r y  or physics. Thus, at any given instant of t h e ,  Sum- 

ner would hold that (1) the welfare of m a ~  is determined 

by the ma-land ratio i ( 2 )  given f i x e d  quantities of l a d ,  

a given technology, and the addition of variable factors, 

it is detennbed that the rm.rginal praduet from the land 

will wenFuall;r decrease; and ( 3 )  wagea are determined by 

dmmd and supply, Y e t  the acceptance of t h e ~ e  statements-.. 

and there errs resenation@--does not make Sumer am econo- 

m i c  Fatalist. These statements do nat: meam that (1) the 
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course of man's economic condition is predetermked and 

cannot be altered; (23 total product from l a d  must al- 

ways grow at a decreasing rate; or ( 3 )  wages cannot chng@ 

because su?ply and dentand cannot be modified. Smmer rec- 

ognizes*-t  rstional men can alter the conditions to 

which these rhee tendencies apply by technologf cal change 

embodied kn bcreaues in capital .  Thus, man's welfare can 

increase If he can create an hdustrial  civilization by 

increasing capital goods, 

The next essentia.1 paint i s  that S w e r  believes man 

can azcamplish the rask of indus%rkaLization--while we- 

senring c iv i l  l f b e r q - - b e s r  through a. s y s t e m  of laissez- 

faire* He did not t ry  " to  convince men that confidence 

iz? t h e i r  ability to w i l L  and 21% the i r  destinies w a s  un- 

warranted by history or b5ology." He t r i e d ,  instead, ro 

convince men that social legislation and plutocracy were 

not: the proper meZhuds to create and sustain a free, 

prosperous republic. 

F i n a l l y ,  h i s  pnsi F4nr nm, p o l i . . ~ i ~ n l  9 f i m m a q t  is not an 

endorsement of the s t a t u s  guo. For Summer, the status gu_q 

was ~tplutacracy, jobbery, and privilege," and no one fought 

more valPantfy than he again$-t: these abusive uses of p o l i -  

r i c s l  power. Pre rniaziicn of his political economy was ro 

present a cansfetant ideological case for a Missez-faira 

s y a t e a  a£ tnfarprise,  arxl t l ~ i u  w a s  nut; tfltn, Fn his b e l i e f ,  

the a m t u s  guo, As Harris E .  Sta.rr has said: 



Againat the charge that he favored l e t t ing  
ehines as ?hey xire a lnnr*, may he pvt tha? fact 
that he spent h i s  l i f e  in trying to change 
them, displaying an # s e l f  f shness , devotion, 
and above all a loyalkfr to truth, which few 
of h i a  ~ r k t i a a  have cvcc r ~ v o a l a d .  While 
others have put forth one project or anather 
f o r  making the worLd over, Sumner, equally 
concerned for the good of society, plead 
for lais saa- fake, becauae exhaustive inves- 
tigatinn and honest reflection persuaded 
him that this policy alone is conducive to 
hm.m well-betLng and n bmony  w i t h  eter- 
nal moral principles. 12 

This study has demonstrated that William Graham Sum- 

ner adapted the pul i t i ca .1  ecanamy of Laissez-faire because 

he feared the political, economic, and moral consequences 

of plutocracy, He held that plutocracy destroyed his con- 

ception of c%vil ltberty, wasted capita1,and lowered out- 

p u t , - a d  worked unclesewed hardshfps on the great rnEddle 

class of "forgotten men," He attempted to support his  ar- 

guamenrs by an kteeration of "libertyH with economies 

a,nd politics. Whether his analysis or canclusions are  

oilo-h ta c- him a a p c e b l  clacc ixa ccoaomic theory i u  

questionable. They may, however, earn him a deserved place 

En the history of economic liberalSsm, 

L L ~ t ~ r r ,  William G r a h m  Sumner, pp. 463-464. 
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