THE POLITICAL ECONOMY OF WILLIAM GRAHAM SUMNER:
A STUDY IN THf HISTORY OF FREE-ENTERPRISE 1DEAS

(;3
Dominick TbcArmentano, B.A., M.A,

University of Connecticut, 1962
University of Coanecticut, 1963

A Dissertation
Submitted in Partial Fulfiilment of the
Requirements for the Degree of

Doctor of Philosophy

at

The University of Connecticut

1966



APPROVAL PAGE

Doctor of Philosophy DPissertation

THE POLITICAL ECONOMY OF WILLIAM GRAHAM SUMNER:
A STUDY IN THE HISTORY OF FREE~ENTERPRISE 1DEAS

Presented by
Dominick T, Armentano, B.A,, M.A,

Major Adviser 5%,.(?,, s, 51‘_1/..4-

Associate Adviser ’L{\ S e
= g rz

e

Assoclate Adviser _Hulfiun Z rﬁfm‘uyﬁg

The Univesalty of Comnecticut

1966

ii



67-4518

ARMENTANO, Dominick Thomas, 1940~
THE POLITICAL ECONOMY OF WILLIAM GRAHAM
SUMNER: A STUDY IN THE HISTORY OF ¥REE-
ENTERPRISE IDEAS,

The University of Connecticut, Ph.D,, 1966
Economics, history

Univarsity Microfilms, Inc., Ann Arbor, Michigan



@9 Copyright by

Deminick Thomas Armentano

1967



ACKNOWLEDGEMENTS

The author gratefully thanks Dr. Dorothy C. Good-
win and Dr. Philip E, Taylor of the Department of Eco-
nomics for their cooperation in tThe preparation of this
dissertation., Without their skilled guidance, helpful
suggestions nd lLasting patience, the study in its pre~
sent form would not have been possible. The author zlso
wishes ro acknowledge an intellectual debt to the rest
of the faculty of the Department of Economics, and es-
pecially to Dr. William Snavely, Dr. Morris Singer, Dr.
FPaul Taylor, Dr, Imanuel Wexler, Dr. Paul Weiner and Mr,
Galvin Gall for their ability and willingness to present,
discuss and debate economic ideas., As a final note, the
author thanks his parents who saw him through the early

stages 0of the study, and bis wife, Rose, who encCouraged

him to complete it.

D.T.A.

111



TABLE OF CONTENTS
Page
ACKNOWLEDGEMENTS 4 v o o v = s o « + o » s s » o o 1ii

Chaptrer
I. INTRODUCTION . 4 o o o 2 o o 5 o o ¢ % o o = 1
A. Purpose of Study . . .« +« ¢ ¢ + ¢ 2 . o s 1
D, Prielf Hiswwiy uwl FMioe=cnlerprise
Tho'u.ght - ] » - » . - - . » - '] . - » » » zl'
1., PhysioCratS. « « o « 5 2 s » & s + 5
2 » Adam Smlth L ] L ] [ ] - . - L 3 L] * L ] * L] 6
3. FPhilesophic Rﬂdlcala CE e s e s e s 8
4, John Stuart MIll « « « « 4+ + 2 s » s 10
5. Herbert SPenCer P I T T T 11
C. 7The Contemporary Setting of Sumner's
WOATING. &+ ¢ ¢ o o o & « v o ¢« & = « a & 13

I1. SUMNER: METAPHYSICS, EPISTEMOLOGY AND
EGO-NOE\{IC mws « ® * = = 3 = = [ T N I B T 1 6

A. Metaphysics. o o« o ¢ = o 5 & « & & & » 18
3. Epistemology . 20
C - Econcnslic LaWS " ® ® & & a8 ®E = & % ® w8 ® 2 1

11i. THE ECONOMIC FOUNDATIONS OF SOCIETY. . . . . 26

L]
-
L]
»
-
-
L}
L]
-
-
L]
-
L]

A. Scarcity, Land, and Population . + + + » 26
B. Technological Change . . + = « & « « + = 28
C. Competition and Monopoly . « v+ « « « « & 31
D. Capital. o o ¢ o o v o o =« » s s » s » 34
1. Quasi-economic Factors . . + + s ¢ o 35

2. Capitalists and "Captains of
Industry”s o« « = o« ¢ 4 o ¢ o+ . 37
3. Wealth and Froperty. .« ¢ « « + « o+ » 39
4., Capital Accumulation . . . . . . . . 43

IV.. GOVERNMENT AND POLITICAL ECONOMY . . . . . . . &7

A. Economics and Liherty. . . e e e e . 47
1, Liberty. . . . .
2. Liberty and Property
3. Natural Rights . , .

48

[ ] [ B ] L)
L]
L] .
-
»
-
L 2
-

-iV-



Chapter
Ba
C.
2,
Ve

vI.

-y

Covernment,. » ¥ 3 @& = w » w v o= -
1. DEMOCYECY o » 2 s + % & s » &
2., Republican Government . « «

Folitical Eeonomy + + » « = s s »
1., Laissez-faire , . « o ¢« o « &
2. Plutocracy- " e m % e » 3 = =
a, Political Orposition to
Plutocracy. s 5 * B » = @
b, Economic Opposition to
FPlutocracy. . . . .
3. Monopoly and Accumulatlons of
Capital . . . . s s e s e
a. Artificial Monopoly s e s
b. HNatural Monopoly. . . « .
¢, Solutions to the Monopoly
FEODLEM o o v o o & &+ « »
The "Forgotten Man" . . . .o .

1. Legislation and the dedle Class.

2, Forgotten Man Defined ., . .
3. Morality and Legisiation, . .

&, Suwmmation of Sumner's Political

ECONDMY « o o s + o & o s = &

LABOR: WAGES, UNIONS, AND SIRIKES . .

A.

Wages o ¢ o o o o ¢ ¢ » o 2 5 o »
1. Wage Rate Determination . .
2. Demand and Supply Determine

Wage R-ateso « » = . - »
3. Wages Paid ocut of Capztal . s
Unions and Strikes. « ¢« » ¢ & s »

1. Function of Unions. « + «
2. The Effectiveness of Strikes
3. Labor and Automation. . . .

TARIFES o+ o 4 o o o 2 s v o o s & » »

A,
3.
C.
D‘

E.

Tariffs and Mercantilism. . «
Protective Tariff Defined , . .
Purpose of Protective Tariff, .
Th.e Natumef Tariffs. “ 4 o & =
1. Interstate and International
Trade « . =« . “« + e = e ®
2, Tariffs and Spendxng. . s v s
3. Tariffs and Production., « + »
4. Tariffs a.nd Welfare . o« o« o
5. Tariffs and "Infant Indusatrien
Tariffs and N&ges a & 4 % 8 & & &=
11 Capitﬂl and Wages P R S T
2. Tariffs and "Improvements",

* % & B &

& B »

:on-o

» » - -

- - - - -

Papge

53
54
59

85
66
&7

68
71

75
77
78

79
82
83
84
86

88
89

89
90

91
94
98
98

99
102

105

105
107

108
109

109
111
112
113
114
115
116
116



-vi-
Chapter Page
3. The Cause of High Wages. . . . . . 117
VII, MONEY, BANKING AND ECONOMIC CRISES ., . . » 122

A, The Nature of M"Money!, , . « v o 122
1. Money, Currency, and "Money

Df Accomt" L4 L] E ] L ] L L] L] * a4 L] v 122
2.. Size of Money Supply . « « « o« « » 124
3. *"Paper ac Legitimate Currency. . . 125
4, Quantity TheorYe « o » « + o &« » &« 126
B, Banks and Banking. . . « e o o« o o« 127
1, The Funetion of Banks. v e s e o« o 127
2. USLU:'Y Laws * ¥ e % ¥ 8 € = ® & 2 @ 128
3. Government Intervention., . . . . . 129
C, Theories of Crises . + e o s » » 130
1. DNote Issue and Gold Supply e » » o« 130
Z, Note lgsue and Frices. . + « +» » « 131
3. Effect of Crises on "Forgotten
mn" - » L] L] - L ] " L ] L] L - L] - [ * 132

VIII, CRITICISM AND EVALUATION ., . + + &+ v +«+ « « 134

A, General Criticism. . + + « « « « » « » 134
1. Imperfect Competition. . . . » . « 134
2., Full Employment. « « « s« « » « o« « 135
3, Statics and the Short Run, . . + . 136
4, Microeconomices , . .+ . + » «ss o o 136
B, Specific Criticism: Economics, . . . . 137
1. Metaphysics and Epistemology . . . 137
2. Economic LawS. . o« o+ « + « s « » o 138
3; Man-Land Ratio « o ¢ o & & s & & . 139
4. Capital. . . . . . s . s .« - o 140
5. M"Captains of Industry" s s s e e« 141
6. Competition. . » « « « « o o « « « 141
7. MOMOPOLY o« o ¢ o o 2 o ¢ « » o o » 142
R. Eranmmie Gowth and HRig
Business". # % B O m ¥ O & B O+ W W 1&4

Ce BSBpecific Criticism: Economics and
Govermnent-.....---.....147
1. Republican Government and

PLULOCLECY o o o o o o ¢ o o « & » 147
2. "Good Government!. . . . . . 148
3. Morality and Welfare Leglslatlon . 149
4, Economic Conaequcncea of Plu-

tocraCYQ' - . * -] [ ] L ] [ ] ] » t - L] 150

D. Specific Criticism: Applicatmons .« o 151
l. Wage Th2ory. ¢ « « « s ¢ = o « «» « 1351

2- Tﬂllrrsl " 2 % 4 ® & 4  ® a » & & 152

3. Banking and Business Cycles. . . . 153



-vii-
Page

E. & Critical Viewpoint Examined. . . . . 185
1. Sumner as a Determinist. . + » » o 157
2, Sumner as a Fatalist . . . . 1357
3, Laissez-faire and the tatus Quo . 158

BIBLIOGRAPHY o 4o 4 o « 5 + « 2 o = = « s s « o « « 160



CHAPTER ONE

INTRODUCTION

Purpose of Study

The following is a study in the history of free-
enterprise ideas., Specifically it presents the politl-
cal econawyof William Graham Sumner, highlighting the ideas
and analysis that mark his contribution to economic
thought, and make him an interesting figure in this field.
In the study, we will concentrate on his early writings,
notably the short papers, speeches and pamphlets which he
wrote between 1873 and 1895, and not on the famous Sgjence
of Society which is a jointly authored work that cannot,
unfortunately, be identified solely as Summer's, A. G.
Keller has admitted as much:

I cannot gzo into detall concerning the shares

of the two authors in the actual text further

than to say that there are comparatively few pas-

sages of any length or consecutiveness which

stand exactly as Professor Sumner left them, and

no whole chapters, except that Chapter LVI1I1 re-

mains almost as he left ft, , .1
Much of the confusion about Sumner's political aconomy is

derived from the fact that most critics and scholars have

1yilliam Graham Sumner, Albert Galloway Keller, Th

Sciance of Society (New Haven: Yale University Press,
1927), p. xwv, .

~1-
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chesen to leook to the Science of Society (and Folkways,
which iz fundamentally a svcicloglical treatise) to derive
information regarding Sumner's economic ideasz. Here,
nhowever, we depend almost exclusively on his eariler ar-
ticles, writteri when economics and political economy were
his chief intellectual and academic interests,

There is a dearth of knowledge and understanding re-
garding William Graham Sumner's political economy and,
specifically, the reasoning he used in support of his pol.
icy positions, Most of the intellectual investigations
have been sociological in nature, and most of the authors
have been == appropriately == socCiologiats, Few trained
economists have touched the man or his ldeas in any grearn
detail, and scarcely any meation is made of Sumner in
mest survey books on economic thought.? He has been left
to the historians and sociologlsts, and the interpreta=
tions of his political economy which reach the public and
academlc eye are mainly born of these sources,

This development is unfortunate for both Sumner and
the interested pﬁblic. Without a detailed review of his
economic system and a clear understanding of bis ec¢onomic
principles, it is quite impossible to understand the ra-

tionale of his defense of laissez-fairecapitalism, or any

2grich Roll, A History of Economic t (London:
Faber and Faber Ltd,, can used as an example,
Altho Roll has a chagpter on "The American Contribu-
tion" (Ch. 9), Sumner is not mentioned,



g
specific policy statement that he may have made. With~
out an integration of gpecific economic principles with
definitive concepts of government, it is quite impossible
to make any real sense out of his announced political eco-
nomy, Without this information,.all reference to his sup-
port of laissez~-faire is misleading. It is misleading
because it does not give the intellectual reader the
facts he needs to decide whether or not Sumner's supporth
of laissez-faire is rational, given his assumptions, It
is the purpose of this study to provide such information.
Before we analyze the political economy of William
Graham Summer, two aspects of the background of hls
thought will be treated: the state of free-entexrprise
thoughts prior to Summner's exposition; the intellectual
climate within which Summer lived, taught and wrote, The
former is necessary to make explicit the mature of the
ideas commonly referred to as "ecopomic liberalism®.
Only by attempting this will we be able to see the unique-
ness of Sumner's defenase of Jajssez-fajre capitaliem,
The latter requirement is necessary to demonstrate poss-

ible influences on Sumner's writing, and the contemporary

3The term Ffrees-enterprise® shall be used interchang-
ably with the term "economic liberalism¥, Both shall re-
fer to an economy in which decisions as to prices, wages,
product, methods of productina, etc...., are determined by
the voluntary wille and intoractions of private individ-
uals, See William D, Grampp, Economic Liberalism, Volume 1
(New York: Random House, 1965), p. viii.
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status of the philosophical debate concerning capltalism,

Brief History of Freerenterprise Thought

The history of economic thought contains at least two
distinct interpretations of economic liberalism. A few

freewenterprisers were extreme laigsezefaire proponents,

and held the view that the government should pursue the
role of lmpartial umpire in econdmic affairs, and legiti-
mate coercive custodian in civil affairs, Their reasons
for this ldeological pogition ranged from what they obw
served to be the inability of government to make econamic
rules and programs work efficiently, to the "supernatural
sanction™ which same benevolent deiry had begtowed on the
unhampered market system, Other free-enterprisers, far
less extreme, supported a compctitive mystem where the
market would make most economic decisions, but where the
government could intervene to further utilltarian objec-
tives in the public interest. For instance, most of the
vlassleal economists belleved that alcnoﬁgn the eConomy
should be market oriented, the government might still

“do whatever the people want it to do and it is able to
do."4 Thus, as will be shown in more detail below, al-

though free-enterprisers believed in the freedom of enter-

4 ..
William D, Grampp, Economic Liberalism, Volume I
(New York: Random House, 1965), p, 139,
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prise, the degrees, applications, and rationalizations
af rhie freedom ranged through the intellettual spectrum.

The idea of an economic system operating without sig-
nificant gsovermmental puidance or regtraint gtretcheg far
back into economic¢ history; traces of economic liberalism
can be found in the writings of the Stoics, especially
Cicero, and even in some Mercantilistic thought.s How-
ever, the first sustained intellectual effort on behalf
of a free market system probably originates with that
unique gruup or Irench economisis, the rnysiocrats.s Leg
by the physician Quesnay, the Physiocrats believed that
Chere existed a natural order 1ln the universe and a har-
mony of interests among men, and that the promotion of
the general ecConomic good was best achlieved when lndivid-
uals were left free to adopt economic measures consistent
with naturel laws., They had personally witnessed the eco-
nomic effects of state interference -- especially the ef-
fect of taxation on the small landowner -~ and were un=
convinced that governmental economic intervention could
ever, in any important way, secure increases in the gen-
eral economlic welfare. The Physiocrats believed that in-

tervention interferred with the workings of natural laws

5G:ampp, Economic lLiberalism, Volume I, pp. 42-43
and Chapter 2.

6Ghar1¢a Gide and Charles Rist, A History of Economic
Qgggg;%ﬁg (london: D, C, Heath and Company, no date given),
PPs J=12Z,
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which ~-- if left unhindered -- automatically provided
the maximum producction of spuilal products The moest pro-—
gressive soclal proposal was therefore to suggest the
withdrawal of government trom economic affairs; an ushecsw
ing out of government would automatically usher in the
natural order, Thus the Physlocrats, despite their
strange theoretical notions about trade and agriculture,
were the first organized intellectual spokesmen for eco-
nomic freedom,

Adam Smith's Wealth of Nations (1776) provided econo-
mic justification for the intellectual system suggeéfed
by the Physiocrats. In the Wealth of Nations, Smith in-
dicred all the old regulatory systems, especlally Mercanw
tilism, for their economic inefficlency; gules and regu
lations on production and trade ~= elther foreign or do-
megtic =« gdmply held down the accumulation of capital,
and thus the creation of soclial wealth, Smith felt that
most economic activities were best accomplished through
the actions of private individuals pursuing their own ver-
sion of their own self-interest, Removal of the restrice
tions and prowisions for a proper institutional frame-
work would permit the "system of natural liberty," regu-

lated by economic competition, to producs the maximum of

social waalth.7

’Roll, A History of , PP. 146-149,
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Smith's support of free enterprise was not solely eco-
nomic. He was a liberal in the classical political sensc;
the libertarian views of T. W, Hutchison and David Hume
became essentially his own. For Smith, as for most eight-
eenth century liberals, free-enterprise was simply the
logical extension in the economic arena of the political
doctrine of the free man; if man required political free-
dom to choose his representatives, he required, analogously,
economic freedom to choose his products. Thus. much of
Smith's support for an economic system of natural liberty

was derived from his disposition towards polirical liberty.

1t is not to be assumed, however, that Adam Smith was

an axtrame lalssez.faliye proponent, or that he was conals-
tesat in extending his system of natural liberty to all
economic areas, The Wealth of Nations contalins mumerous
examples demonstrating that Smith did not believe privarte
wills or interests would synthesize into the zeneral good.
National defense was an obvious example (he favored the
Zuelention Oof the NAVIRATION ACTS), but exceptions to the
general rule of non-interference in the areas of schools,
bridges, tanals and roads were even more revealing.a

Smith, it seemed, qualified his general rule of non-interw

SM. Blaug, Economic Theory in Retroapect (Homewood,
1111‘501': Mcmrd D. Iﬂin’ Incn. 1 s D 56, Or gee
Adan Smith, Wealth of Nations (New York: Modern Library,
$937), pp. 682-690 and 727,
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ference whenever he felt that private pecuniary interests
could not or would not operate in the public lnterest arc
he conceived it,

Bentham and the Philosophic Radicals made the semi-
utilitarisn economic philosophy of Adam Smith more expli-
cit, Bentham believed that the interests reflected in
the private, selfish economic activities of individuals
were identical and created a stable gystem; that is,

"that universal order was at once surely and instinctively
established by the spontaneous divielon of tasks and by
the automatic mechanism of exchanges."g The Philosophic
Radicals gupported lajlssez-faire because that view of pol-
itical economy extended the "greatest good to the greaf.
est number," Govermnmental intervention =-- not condemned
& pbriori -- was rejected for the most part s2imply because
the hedonistic calculus and expertience had showm that its
benefits did not usually exceed its costs. Thus, as with
Adam Smith, the Radicals made the question of laispez-

faire eggsentially a pragmatic igsue: they supported the
economic system which promised to function best in the

public interest.
In fact, this seems to have been the main ideological

pesition of most of the classical economists, Neither

9

Elie Halevy, owth of Philosaphic Radicaliam
(Boston: The Beacon Press, 1955), D. 488,
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Smith, nor Ricardo, Bentrham, McCulloch, Senior or Sidg-
wick ever admitted to a belief im undiluted laiesez_faire,
nor did they imply it in a clear and consistent theory
of public pulicy.lo For the most part, it seewms that
their only guide to the important questtén of legitimate
governmental functions was utilitarian: though non-inter-
vention was to be the general rule, the govermment could
interfere whenever its duly elected, well~intentioned rep-
resentatives thought the action to be in the public inters
est and capable of realization, Few classical economists
it seems were dogmatic or extreme with respect to the
principle of non-interference,

Now, to be sure, there were notable exceptions at
both extremes, Malthus, though in the classical tradi-
tion, was far from being unqualified in hie support of
capitalism, He was confident that he had discovered an
internal flaw in the system which prevented it from attain-
ing the ¥Ynirvana" promised by the classical optimists,
e Marxists, of course, would neither accept the premises
nocr the conclusions of the free-market philosophy. At the
rither extreme, Say and Bastiat professed an almost unqual-
ified belief in the advantages of a completely unhampered
market, as did Herbert Spencer, whose particular ideas

will be expanded below, Yet, generally, mest of the classg-

IoGrnmpp, Economic Liberalism, Volume I, p., 74, Or
see Edmund Whittaker, Schools and Streams of Economic Thought
(Chicago: Rand McNally Co., 1960), pp, 168-169 and 174-175.
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ical economists steered clear of the dogmatic extremes;
most favored capitalism and reaponsible government inter-
vention in the public (usually consiumer) interest,

John Stuart Mill, for example, was a classical econo-
mist who adhered to the general rule of non-interference
("Laisgez~falre in short, should be the general practice;
eVery departure from it unless required by some great
gocd, is a certain evi.l")l1 yvet suggested such important
exceptions as to make the general rule dmost completely
useleas as a policy tool, Using the philosophical prin-
ciple of urilitarianism as a justification for state in-
terference, Mill sanctioned public education, child labor
lawe and factory legislation, the fixing of monopoly
prices and the confiscation of monopoly profits, sleng
with a host of other "exceptiona%. In fact, Mill con-

cluded his famous Pgrinciples of Political Economy with

the fellowing sentenca:@

In the particular clrcumstances of a given age
or nation, there is scarcely anything really im-
portant to the general intarest, which it may aot
be desirable, or even necessary, that the govern.
ment should take upon itself, not becauss private
individuals cannot e{iectﬁally perform it, but be=
cause they will not,

The position expressed above was probably a fairer repre-

sentation of what most classical economiats belleved than

uGrmPp, Economic Liberalism, Volume 11, p. 121,
IZIbid.’ p. 1350
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the gereral notion that they adhered to strict laissez-~
faire.

An interesting exception in the classical tradition
was Herbert Spencer, who expounded a pure, unqualified
laigsez~fajire system of enterprise, Spencer, more a
philosopher than an economist, was for freedom above all
other possible goals; he believed that freedom provided
the chances for complete individual development and
growth, Anything which limited the freedom of the indi-
vidual ~~ gpecifically governmental rules end regulations
on trade and commerce -~ should be abolished, His list
of reforme ranged from abolishing factory legislation and
the public ownership of utilities, to eliminating all
regulations on the sale of beer in Ireland and the setting
of ab fares in Lnndon.13 Herhert Spencer was thorough,
consistent and complete; he would abolish all state in-
tervention in the economic gystem, no matter how insigni-
ficant this interference might seem,

Spencexr'n dicposition toward libezxty and foavedow wan
not his sole justification for 2 political economy of
laissegz-faire, He also maintained that goverrmental meas-
ures frequently produced -- in actual fact -- comsequences

gpposite te those intended by the legtalatlon.lh For ine

131p1d., p. 117.

légerbert Spencer, Socis]l Statics together with The Man
Versus State (New York: D, Appleton & Co,, 1896), pp.

339-347,
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stance, he maintained that building codeg and regulations
passed with the inteation of improving low~income housing
had actually contributed to the dearth of that particular
item, since the codas farced bullders into expensive home
bullding where a reasonable profit was possible., In a
fitting climax to this kind of economic liberalism, Spen-
cer sald, in a tone of gemiine frustration:

See then what legislation has done, By ill~
imposed taxes, raising the prices of bricks and
timber, it added to the costs of houses; and promp-
ted, for economy'’s sake, the use of bad materials
in svanty quantities, 7To check tha COnBequant pro-
duction of wretched dwellings, it established regu-
lations which, in mediaeval fashion, dictated the
quality of the commoditry produced; therce baing no
perception that by insisting on a higher gualirty
and therefore higher price, it would limit tche de-~
mand and eventually diminish the supply, By addi-
tional local burdens, legislation has of late still
further hindered the bullding of small houses,
Finally, having, by successive measures, produced
first bad houses, and then a deficiency of better
ones, it has at length provided for the artifi.
cially increased overflow of poor people by dimin-
ishing the house capacity which already could not
contain them!

Where than lies the blame for the migeries of
the East end? Against whom s be raised "the
bitter ery of outcast London?l

Ir ia rlaar rthar Spencer's attitude towards ceonomic af-
fairs was quite different from that of his fellow free-
entexrprisers. While co-existing with the likes of Senlor
and John Stuart Mill, the nature of his arsgmment and the
extremeness of his philosophical position are pecullarly

bis own, and define the outer limits of free-enterprize

151p4a,, pp. 346-347.
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thought.

The proceding survey haas been a brief ideological
sketch of some of the important men and iceas that make
up the inteilectual past of free~enterprlse thought prloc
to William Graham Sumnexr, It has shown that moat of the
classical economists were utilitarian or pragmatic in
their support of economic liberalism, and that to support

economic liberalism was not necessarlily to support lalissez-
fajre.

The Contemporary Setting of Sumner's Writing

The period in which Sumner wrote (1865-1509) was one
of the most exciting in all political economy, It was
the age of post-Civil War industriilization and all the
dramatic changes wrought by that phenomenon, including
the general development of the corporation as the domi~
nant industrial business organization., It was an age of
endless currency debates, first "“greenbacks", then ¥bi-
mettalism®, and finally "free silver”; of slgnificant and
often violent labor union activity, including the formae
tion of the A, F. of L.; of tariff proposals, and of the
Sherman Anti-Trust Act of 1890, It was also the great
era of political-economic ferment and dissent, of disbe-
lief and disillusionment, as typlified by the almost fana-
tical Porulist and Granger movements, and the popular suc-

cess of Edward Bellamy's seering indictment of industrial
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capitalism, Locking Backward. It was an age of attack
on orthedoxy (probably ignited by Darwin'e evalutionary
thesis, and sustained by the Marxian movement), and one
alive with reform, change and controveray.

Essentially, the controveray turned on "the right and
capacity of govermnent to regulate business enterprise
in the general intereat of the community and in the speci-

w16 The de-

fic interest of 1ts less fortunate members.
fenders of orthodoxy held that the government had neither
the right nor the capacity to meddle with existing indus-
trial capitalism. The f{oundation of their position was a
belief in an "established order® that was not toe be tam-
pered with by man, God, in his infinite wisdom, had
created the laws of mature and economics, Men who sought
to change the institutions of capitalism were Midiots for
thallenging eternal verities."17
In additrion, the supporters of capitalism maintained
that it cultivated the virtues of liberty, independence,
hard-work and self-reliance, Any step in the direction
of social welfare legiglation, or significant govermmental
intervention in the economy, would discourage the develop-

ment of timeless wvalues, and lead the country to eventual

but certain moral decay, Thus, capitalism was required to

6
1 Clinton Rossiter, Conservatigm in America (New York:

Alfred A, Knopf, 1955), p. 132.

17 Ibid., p. 150.
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preserve the moral fabric of a culture.l8
The controversy concerning government interference
was most apparent in economics where the accelerating
dominance of large scale enterprlise was creating signifi-
cant divergence between classical theory and industrial
fact, At the time Sumner was writing, a trend ~- led by
the economists who helped to form the American Economic
Association «- had already begun toward some form of pube
lic control or regulation of ™Biz Busineas", especially
of natural monopolies. Mnat of these men were firmly cone
vinced that the govermment could and should involve it
self in economic affairs, in an effort to guide the eco=

19

nomy in the puhlie interest, Sumner was not so con-
vinced, The reasons why he was not so convinced are the

subject matter of the present study.

181h44,, pp. 136-141 and 157.
19

Joseph Dorfman, The Economic Mind in American Civi-
ilzation, Volume 111, 13565-1918 w York!: e
Prows

» 1949), pp. 206-208,



CHAPTER TWO

SUMNER: METAPHYSICS, EPISTEMOLOGY
AND ECONOMIC LAWS

William James once declared that philosophy dealt
"with the principles of explanation that underlie all
thinge without oxacption, the clements common tv gods el
men and animals and stones, the first whence and the last
whither of the whele cosmic precession, the condltlons of
all knowing, and the most general rules of human conduct."i
If this can be accepted as a failr definition of the con-
tent and scope of phllosophy, thenWilliam Graham Sumner,
throughout his entire intellectual and professional life,
was a ph;losopher, who sought "the principles of explana~
tion that underlie all things, . .and the most general
rules of human conduct.” And yet the idea that anyone
should consider him a philosopher would undoubtedly have
been personally revolting to the man himself, since he be-
littled the value of philosophy as a useful discipline,
and parricularly would have nothing to do with that divi-

lwilliam Jamea, Some hliama nf Philogo (lLondon:
Longmans and Green, 1911), DP. O.

a]l§=
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sion of philosophy known as “metaphysics".z At az faculty
meeting called to approve the appointment of a philosophy
teacher, Sumner is reported to have said: "Philosophy is
in every way as bad as astrology. It is a complete fake,
an anachronism. We might just as well have professors of
alchemy or fortunetelling or pglmistry.“B At another
time he compared metaphysics to sparrow holes or bird
nests found in clay cliffs along the Mississippi: ",.,,.Take
away the cliffg and leave the holes, and you have metaphy-
sics.“4 Sumner was a reluctant philosopher at best,

Yet despite all his denunciations of the worth of
philosophical concepts, his own ideas are heavily rooted
in & clear and precise metaphysical superstructure which
ought to be examined at the very beginning of any serious
accouht of his political economy. This is necessary for
the simple reason that Sumner's epistemological tools and
metaphysical framework stronzly shape his ideas on the
content and usefulness of political economy, and provide,
in most cagas, the initial validitry {for him) af rhe pal.
icy principles he later develops, In other words, before

Sumner's economic system can be detailed, the metaphysical

%darria E. Starr, Hillien Grabsp Sumner (New Vork:
Henry Holt and Company, 1925), p. 395,

3Mortimer Smith, "William Graham Sumner: The Forgot-
ten Man,¥ Ameplogn Morcuey, 1OXXI (1950), pp. 358.359,

4Starr, Williem Graham Sumner, p. 525,
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nature of his economic data and economic laws must be
explained, along with the spistemological techniques used
by him to derive knowledge from reality, Once Sumneris
conception of reality and the legitimate means of deriv-
ing "truth! from reality are presented, we can proceed to

detail his economic system,

Metaphysics

Mataphysically., Sumner should probably be classifled
as a materialist or realist, This is perhaps most
clearly shown in the following quotarion:

Motives and purposes are in the brain and heart
of man, Consequences are in the world of fact,
The former are infected by himan ignorance, fally,
self-deception, and passion; the latter are se-
quences of cause and effect dependent upon the na-
ture of the forces at work, When, therefore, a
man acts, he sets forces in motion, and the conse~
quences are such as those forces produce under the
conditions exiating., They are entirely indepen-
dent of any notion, will, wish, or intention in
the mind of any man or men,. Consegquences are facts
in the world of experience.s

For Sumner, & consequence in the real world is the direct
or indirect result of some antecedent material cause, and
the relationship between cause and effect i3 a definite,
objective one, depending upon the specific nature of the
particular forces involved; both the consequence itself

and the relationship between consequence and cause are

SWilliam Graham Sumner, "Purposes and Consequences ¥
Earth-Hunger and Other Essays, ed, Albert Galloway Keller
(New Haven: Yale University Press, 1913), p. 67.
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unaffected by hopes, wishes or dreams, Thus, as Sumner

has said;

I1f one man discharges a gun at another and
kills him, he may say afterwards that he '"did
nor Know that 1t was loaded.,®™ He did not mean
to kill, The consequences remain; they are
such as follow from the structure of a gun,
the nature of explosives, and the relative ad-
Justment of the men and the things, . . Why
is there any such thing as wisdom, unless there
is a distinction between a correct and an in-
correct apprehension of existing condiriona
and of the 2ffects which certain forces will
produce? How could anybody ever make a "mis-
take" if his purposes would determine the con-

sequencas of his arta? UWhy should wo try te

get experience of life and to know how to act

under given circumstances, unlesa it is be-

cause the causes snd effects will follow their

oun sequencaes and we, instead of controlllng

ther by our mental operations, are sure to be 6

affected by them in our interests and welfare?

Being cssentially a materiallst, Sumner opposes all
theories of reality such as "Teleology¥ or "Idealism"
which suppose that reality is ordered by goals, ends and
purposes, or that the "stuff® of the universe is mind and
not mnt:er.7 He regards such theories as Yspeculative®
and unacientific, and unsuited to an understanding of
poiitical economy -~ or anything else. Thus he rejects
socialism, for instance -« especially Utopian Seocialism ~-
on the purely metaphysical ground that it deals only with

"motives, purposes, hopes, intentions, and ideals” and has

Glbidl, PD. 67"680

"Melvin Rader, The ur estions (New York:
Henry Holt and Company, s PPe. - .
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nothling to do with “realitvies, forces, laws, consequences,

facto, conditions, relations,.,"

This 1s why it &8 teme, although zocialists are
annoyed by the assertion, that soclalism is not
& subject for discussion by seriocus students of
the science of society., An economist or socio-
logist who discusses soclalism is like a physi-
¢ist who discusses Jules Verne's novels, He
does not prove his own breadth of mind: he
Proves that he does Bnt understand the domain
of his owm vocation,

Epistemology

Given the existence of reality, how does one obtain
true knowledge about it? Sumner feels that the best way
to obtain true information concerning reality is through
induction, or what he sometimes refers to as the scienti-
fic method,

s » othe inductive method, though slower and
more commonplace, is far more sure and convineing
« » +1 have no confidence in any results which
are not won by sclentific method and I leuve aside
all traditional and dogmatic systems as scarcely
worth noticing, 1 insist upon strictness of defi-
nition, correctness in comparison, correctness of
inference, and exhaustiveness in generalization.
Theses are what constitute tha scientific method as
applied to diverse subjects,

o ¢« oWe ought to test sll notions; we ought to
pursue all propositions until we find cut their
tonnection with reality. That is the fashion of

7185umner, "Purposes and Consequences,” Earth-Hunger,..,
P. .

QWiliiam Graham Sumner, "Introductory lLecture to Cour-
ses in Political and Social Science," The Challenge of
Facts, ed, Albert Galloway Keller (New Haven: Yale Univer-
sity Press, 1914), pp. 400-401,
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thinking which we call scientific in the deepest
and broadost gense of the word. 1t is, of course,
applicable over the whole field of human inter.
ests, and the habit of mind which inslists on find-
ing realitiea is the best product of an egucation
which may be properly called sciontific.l
The scientific method and the inductive approach are the
appropriate epistemologlcal tools of analysis one necds
to discover reality, Although the "a priori® or "specu-
lative”™ method is perfectly legirimate and the "preroga-
tive of genius,” Sumner places little faith in it, for
it has been constantly misused and carelessly appllied
throughout its history; he notes that almost all reli-
glous, economic and political dogmatism stems from an un.
sclentific, sentimental approach in the quest for truth.ll
Sumner feels that the great hope of the social sciences
lies in the successful adoption and refinement of the
methodological tools used go brilliantly in the physical

and blological sciences.

Economic Laws
But how can the social sciences use scientific me-

thods? Aren't the nature and realities of the digsciplines
essentially different? 1In other words, isn't the metaphy-

sical nature of econmomics and its laws fundamentally diff-

105 mner, "The Scientific Attitude of Mind," Earth-

Hunger, . ) P. 24.
11
Ibid., pp. 17«28,
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erent from the nature of physical facts and any physlical
law? Sumner answers gquite bluntly that there is no meta-
physical difference between the nature of the data ln the
physical and in the soclal sclentes, and here begins the
unique eplstemological-metaphysical synthesis which be=-
comes the first important feature in the structure of his

political economy. Sumner has stated exactly what he

moans:

I regard economic forces as simply parallel
to physical forces, arising just as spontan-
eously and naturally, following a sequence of
cause and effect just as inavitably as physi-
cal forces -« noither more nor lesx. The per-
turbations and complications which present
themselves in social phenomena are strictly ane
alogous to those which appear in physical phe-
nomana., . ,0f course we have pecullar Ji£F3-
culties to contend with, inasmuch as we cannot
constitute experiments, and it is necessary to
rely largely upon historical cases which pre-
sent now one and now another force or set of
forces in peculiar prominence, The facts which
show the difficulty of the tas% howvever, have
nothing to do with its nature,l?

The more we come to understand economic
science the more clear it ig that we are dealw
ing with only another presentation of matrer
and force, that 1s T say, with quantity and
law, so that we have mathematical relations,
and have every encouragement to gseverity and
exactitude in our methods, , .What is the
force of legislation? Let us study it just

as ve YB“ld g0 on to study friction in meche
anics,

120i114am Graham Summer, "A Conturrent Circulation of
Gold and Silver," The Foﬁgottgg ¥an and Other Easays, ed.
Albert Galloway Keller Haven: Yale versity Press,
1919}, p. 187,

131b14., p. 188,
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Thus "economic forces' or natural forces arise, carry
through, and conclude in a mapner completely analogous
to physical phenomena; once initiated, the results depend
on antecedent causes and the nature of the forces involved,
not on motives or intentions, The consequences of the ac-
tion are also completely predictable if one knows and under-
stands the laws associated with the force. The laws them-
selves are "natural, not arbitrary, artificlial or conven-
tional"™ and society cannot change the laws or escape their
ultimate effects; the laws are metaphysically a part of
reality itself and, therefore, unalterabl.e.14 As Sumner
puts it
We can diract the forees from one course to

another; we can change their form; we can make

them expand themselves upon one person or interw

est instead of upon another. We do this all the

time, by bad legislation, by prejudice, habir,

fashion, erroneous notions of equity, happiness,

the highest good, and so on; but we never des-

troy an economic force gny more than we can des-

troy &4 physical force,l
This principle, so analogous to the "comnservation of
energy” 1n pnysics, 18 aPplied directly by Sumner to eco-
nomic phenomena. For example, as we shall see in Chapter
Six, he ugses exactly this phrase in describing the inw

ability of the tarlff system ever to achleve its intended

lasumnar, "The Influence of Commercial Crises on Opin-

1on§ About Economic Doctrines,” The Forgotten Man, . .,
Pe 135.

131p34,
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objecti\res.16

Economic laws such as the laws of population, rent,
diminishing returns, Gresham's Law and, in general, all
varieties of the general law of supply and demand, are
changeless princ¢iples which have always and will always
exist; they exist in the nature of things or, metaphysi-
cally, they are part of reality.l? Thus the law of sup-
ply and demand as applied to the determination of prices
on produsts exists, whatrhar ar not pesple choose to rece
ognize the fact or whether or not they understand it,
The cxistence of thepe laws or forces necessarily gener-
ates prices which «« in a free market -~ clezr markets,
The forces of supply and demand can change over time and
determine new prices, but the principle that demand and
supply deterfaine prices which clear markets at any given
moment remainsg as an unalterable fact of economic life.

Although these laws or principles are metaphysically
permanent, Sumner never implies that the economic varia~
bles inside the laws are unchangeable; on the contrary,
these variables are constantly varying in economic magni-
tdﬁe. As an example, the laws of population had been in
effect for nineteenth century America as surely as they

had been in effect for any other country, crowded or un-

15$umner, "Protectionism, The ~Ism Which Teaches That

Waste Makes Wealth,"™ The Forgotten Man, , ., P. 23.
17Sumnar, "The Chalienge of Facts," The Challenge of
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crowded; America had not escaped the laws of population.18
The difference in consequences in this instance resulted
from the fact that the economic values inserted into the
population formulae of nineteenth century America did not
produce the frightening effects of the Malthusian popula~
tion doctrine., Thus, the relationship between cause and
effect 1s fixed in an economjc law, although a change in
the cause will necessarily produce a change in the effect,
This very brief chapter has been presented to set
the atage for the development of William Graham Sumner's
economic system, The chapter can be sumnarized as follows:
metaphysically, Sumner is essentially a materialist-reai-
ist who believes in a physical world {an objective real-
ity) that man can know through the epistemological tools
of inductive scientific method., Economics is the sclence
of reality which investigates the operations of changeless
economie principles within which economic events commence,
continue, and conclude in predictable patterns according
rn the narinrs af rhe farcos inwnlwvad, Politiecal aconomy
in the art of applying economic principles to real world

sltuations.

IBWilli?m Grsham Sumner, What Social Classes Owe to
Each Other (Caldw=1l, Idaho:. The Caxton Printers, Ltd,
PP. IE‘ISSQ ’



CHAFTER THREE

THE ECONOMIC FOUNDATIONS OF SOCLETY

Scarcity, Land and Population

The most important facts of reality or natural laws

which the science of economics has discovered are the
laws of population and land, or more exactly, the “man-
land ratio,” which consists of the Malthusian population
principle, and the Ricardian idea of diminishing retuens
to land, These laws constitute "the great underlying con-
dition of society" and are the "widest and most controll-
ing condition of our status on earth“;l they are the pro-
per foundation of all economic theory, and the fundamen-
tal basis of any sound political theory, and the develop-
ment of any useable political economy.2
The laws of population and land are important because
of the very nature of the economic problem, that is, the

fact of economic scareity. The fact of economic scarcity

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

l4411iam Graham Sumner, "Sociology," War and Other
Egsays, ed, Albert Galloway Keller (New Haven: Yale Uni-
vorgity Preso, 1911), pp. 175-176., See also, Sumner,

"Earth mar,“ Ea!m‘HgEerz 205 p. 32-

21pid., pp. 42-43.
-2 6u
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arises directly from the knowledge that economic resources
arc limited in supply, while the wants, neede¢ and desires
of men are inherently unlimited.3 From these inescapable
"life cuudltluna"4 Sumner deduces the fact that men must
struggle to exist, that is, that they must use thelr
minds and bodles in a competitive amd cooperative effort
to wring out a living from a nature or reality which is
“niggardly,” “a hagrd mistress,'” oblivious to man's pleas

or needs, and which "goes on her way without a throb of
emotion or a deviation by & hair's breadth from the se-
quence of her processes.“5 Sumner maintains again and
again that there is no "boon of nature” or “banquet of
life” for men to feast on at their 1eisure;6 all the goods
necesgsary for man's survival have to be ¢reated or derived
by man himself.
Thus, the struggie for existence for Sumner revolves

around three irrevocable concepts; scarcity, or the ab-
sence of a "boon of nature"; Malthusian population theory,

or the fact that "the increase of population goes on ac-

3Sumner, *land Monopoly," Earth-Hunger, ., ., P. 239,

4
William Graham Sumner, Folkways (New York: Dover

' Publications, Inc., 1959), p. 16,

SSumner, “Earth Hunger,” Earth-ilupger, , .4 P» 32,
See also, Ibid,, p. 35, and Sumner, %“The Challenge of Facts,"
The Challenge of Facts, , ., DP. 17.

65%8:, “me Bﬁon Of Name’“ mm‘“u, p.235.

7Sumner, "The Challenge of Facts,"” The Challenge of

Facts, , .2 P. 57.
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cording to biclogical laws which are capable of multiply-
ing the spoecics beyond any assignable limita®;” and dimin-
ishing returns to land, or the fact that "more labor gets
more from the land, but not proportionately more_"g It
the land;population ratio is favorable, that is, if land
is relatively more abundant than labor, the Vstruggle for
existence" is relatively less severe; by applying mind
and body to abundant, cheap, and fertile land any man can
make a living. In this case, wages would be high and
rents relatively low or non existenti, aml musl faiwers
would be quite egqual in income and status.lo 1f the land-
population ratio is unfavorable, that is, if labor ur pop-
ulation is overabundant relative to the available land,
then the struggle for existence tends to be much more
difficult, Overabundant population produces diminishing
returns on fixed amounts of land, resulting in a scarcity
of product and generally low wages.l1 Thus, the ratio of

land to population is a handy indicator of economic welfare.

Technological Change

But given these facts, sre men necessarily "“doomed"

by economic principles over which they have no direct con-

8Sumner, %Sociology," War., . ., pp. 174-175.

gzbid,, p. 175,

1OSumner, WEsrth-Hunger,” Earth Hunger., ., ., DP. 42-43,

1yp54., pp. 37-38.
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trol--which are in fact part of reality? Must men neces-
sarily suffer the fortunes and consequences of arbitrary
land-population ratios? In this area Sumner is careful to
point out that although man must assume the responsibility
for maintaining his life by earnming a living, he need not
nacegsarily be constrained or restrained in an economic
sense by fixed land-population ratios. Welfare or per
capita income and product can be increased by either emi-
gration {lawaring papulation in ralarians fn land) or tesh-
nological growth and development made actual by increases
in capiral {increasing the productivity of land in vrela-
tion to population). Since this aspect of Sumner's econo-
mic system is so fraequently forgotten or misrepresented,
and since it Ls of crucial importance in an understanding
of his political economy, we quote two passages which ex-
plicitly highlight these concepts:

If a square mile of land could support an infi-
nite number of human beings, or if it cost oaly
twice as much labor to get forty bushels of wheat
from an acre as to get twenty, we should have no
soclal problem, . . The ract 138 Otherwise, S0
long as the population is low in proportion to
the amount of land, on a given stage of the arts,
life 1s easy and the competition of man with man
is weak. When more persons are trying to live
on a square mile than it can support, on the ex-
isting stage of the arts, life is hard and the
competition of man with man iz intense, . . The
constant tendency of population to outstrip the
means of subsistence is the fcorce which has dise
tributed population over the world, and produced
all advance in civilization. To thia day the

two means of escape for an overpopulated country
are emigration and an advance in the arts. - The
former wins more land for the same people; the
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latter makes the same land support more Dersons.

The amount of land, again, 1s not a simple arith-
metic quantity. As we make improvements in the
arts a single acre is multiplied by a new factor
and is able to support more people. All the im-
provenents in the arts, of whatever Kind they are,
have this effect, and it is by means that,other
things remaining the same, they open wider chantes
for the succesgive generations of mankind to at-
tain to comfort and well«being on earth, All our
sciences tell on the same ratio in the same way.
Thelir effect is that by widening our knowledge of
the earth on which we live, they increase our

er to interpose in the play of the forces of

na e to modify it to suitr our purpoges and
preferences. > (ltalics added)

Contrary to what gome critics maintain, these passages

show that Sumner iz not an economic fatalist:; although he
accepts the validity of fixed economic principles, he
never maintains that men are helpless in the face of thesze
laws, nor must they bow to poverty, for instance, if the
present man-land ratic has determined that they be poor,
Sumner maintains, on the contrary, that men must learn

and obey social laws so that they need not be helpless in
the face of them, but be able insgtead to - command the

14

laws in their oum intercsoteo, Onac men lcarn to undecr-
stand the principles of economic¢ reality, they can learn

to initiate action that preduces consequences in some measg-

2
1 Sumner, #The Challenge of Facta,® The Challenze of

Facts, , ., PP. 22-23,

lssumner, YEarth Hunger," Earth-Hunger, , ,, p. 32.

14Summer, "The Influence of Commercial Crises on Opin-

ions About Economic Doctrines," The Forgotten Man, , .,
PP. 224"2}70
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ure coincident with their intentions. He believes--and
this is noui & uniyue belief~-that men ¢annoet change the
relationship between cause and effect within an economic
pPrinciple; thiz relationship is & mecaphysical fact of
life and exists as long as men with unlimited wants de-
sire resources and productg in scarce supply. What men
can change over time--by emigration or technological ad-
vance--are the variables inside the principles, Thus,
the unchangeable aspect of an economic law or principle
is the relationship between cause and effect and not the

substantive content of particular causes and effects,

Competition and Monopoly
Given & fixed and unfavorable land~population ratioe,

the competition of man versus man to acquire the limited
goods and resources of nature is severe. Sumner believes
that this condition is the very force or pressure which--
over time--apawns the "division of labor, exchange, higher
soclal organization, emigratrion, and advances in the arts."15
It thus becomes the driving force for economic growth, de=
veloping to a high degree all the latent and potential
powers of production. The task of this driving force is
to defeat the "monopoly"™ that nature holds over resources:

Monopoly is in the order of nature. The relax-~
ation of monopoly, and the introduction of the free

ISSumner,'Sociology,“ War, , ., D. 174,
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play of effort, that is, of liberty and compe- 16
tition 1s due tOo the growth 0 civlilization. . .

. « sWhat men have done. therefore, in the csurse

of civilization is this: they have broken down

natural monopo%;es in the interest of free compe-

titive effort,
Monopoly--throughout most of economic history--is "matural,"
that is, it exists because of the strength of nature and
the weakness of man; it is competition that is so rare.ls
Nature holds her resources and potential goods tightly,
and it io only thce improvoed techmiques of production and
organization employed by an advancing industrial civiliza-
tion that are tapable of loosening them, (Menopoly will
be discussed in much more detail in Chapter Four, Section
C.)

Sumner's conception of "competition" in this context

is CWb*fOld.Ig

In the original competition--the struggle
of men against nature--men cooperate together in industrial
organization; the division of labor, specialization and ex-
tensive exchange all involve patterns of implicit cooper-

ation in the interest of maximum efficiency. Although

IGStmer, "ls Liberty a Lost Blessing?," Earth -Hun-
ger. ., s P. 32.

V1bsd., p. 135.
¥1hid,, pp. 132-135.
19

Richard Hofgtadtor, Social Darwinigm in American
Thought (Boston: The Beacon Fress, 15?%5, P. 56. Or see,
Donald Calhoun, "American Masters and Contemporary Socio-
logy," Social Forces, Volume 24 (1945), p. 20.
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this cooperation may be vigorous though quite uninten-
tional {Sumner terme it Wantagonistiec cooperation%), it
does the job, that is, it leads to larger accumulations
of wealth than would have occurred without it.zo Once
the goods have been extracted from nature by this cooper-
atlon«competition, the cbmpetition of man with man for
the limited supplies of these goods occurs, The more suc-
cessful the former kind of competition is in producing
goods, the less severe and important the second kind of
comperiTtion beComes in distributing goods,

Thus, the facts of reality (scarcity, diminishing re-
turns, population pressure) force the perfection of the
tools of economic growth which men use to break down the
monopoly of nature. Using the organizational techniques
of specialization, exchange and division of labor, along
with emigration and technological change, men can aggume
the initiative in the struggle with nature, and achieve
some command over the forces they had once had to accept,
They can now challenge successfully the monopoly of nature
and begin to command the productive factors necessary to
increase the general level of economic welfare. The one
esgential factor which permits men to sustain industrial

civilization is capital.

20 »
Charles A, Ellwoed, The Story of Soclal Ihilogophy
(New York: Prentice-Hall, Inc., | 13‘3‘5‘5“, Pe 815,
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Capital

While land and pcpulation, and their related iaws,
can be termed the context of economic activity, and com-
petition the force or "motive power" of industrialization,
it is capital, or man-made producers' goods, which gus-
tain industrial economic a.ctivity.21 Capital is Ythe con-
dition precedent of all gain in security and power,"” the
“essantrial means of man's power over nature," and the
"instrumentallity by which from the beginning, man has won
and held every step of this development of civilization.“zz
The "extension of civilization" or the increase in econo-
mic growth without an increase in capital is hnposaible.23

So from the first step that man made above the

brute the thing which made his civilization

possible was capital, Every step of capital

won made the next step possible, up to the pre-

sent hour, Not a steg has been made or can be
made without capirtal,

Capital helps man to gain and sustain civilization because
it gives him a "lever" or advantage in the struggle for
exlstence against nature-~it makes him more productive.zs

Jumner says that capital 1s analogous to labor "multiplied

Z2]13umner, "Who is Free? 1s it the Civilized Man?,"
arth-!im!gg; 2_8_ 83 Ps

ZZSumner "The Power and Reneficence of Capital "
Eagth'Hgg E. PR ) Pe 3&10

231bid,, p. 345.
ZQSummer, What Social Classes, , ., p. 54.
251bid,, pp. 51-67,
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n26 Because capi=-

into itseif--raised to a higher power.
tal makes man more productive, he can now both produce
more product and devote saved time and resources to the
advancement of science and invention, which embodied in
capital goods, lead to further increases in productivity
and production. Thus, capital goods both directly and

indirectly extend the entire industrial structure.

Quasi-Economic Factors

An Interesting indirect application of capital to
economic welfare is Sumner's conception of the "metaphy-
gsical side of capital.“27 Civilization not only benefits
from the productivity of capital goods and the consumer
goods they produce, but also by the "industrial atmos-
phere" which pervades the capitalistic system, and sur-
rounds "everyone born into the soclety." A child, for
instance, draws freely from a "common stock, . . a store
of facts, knowledge, skills and the like which it cost
the human race thousands of vears to aceumnlate.“zs
Everyone, no matter what his ability or income level,
benefits indirectly from increases in the capital stock,

since the greatest share of the benefits of capitalization«a

the metaphysical or cultural atmasphere««cannaot he directly

zelbgd., P, 54,

¢7Supner, “Sociological Fallacies,”" Earth er 23
p. 359.

28

1bi.do, FPe 359—360.
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"appropriated" by anyone. It stands ready for all who
would make use of it, and becomes the biggest economic
bargain for all those engaged in the struggle for exis-
tenceazg

The fundamental force in capital accumulation is
quasi-economic; for Sumner, capital is the direct re«
sult of the "industrial virtues’ of "“industry, prudencs,
frugality, temperance, and self-reliance.“3o Sumner
stresses this aspect again and again; vltimately, savw
ings and capital accumulation depend on the industrial
virtuea, or, as he puts it, ‘"the question of how well off
we can be depends at last on the question how rational,
virtuous, and enlightened we are.“31 This explicit rela
tionship between ethics (virtues) and economics (capital
accumlation) is an important aspect of Sumner's theory
of capital and economic development,

« « o«the limit of social well~being of the society

in the progress of time depends on the possibilicty

of increasing the capital faster than the mmbers

increase. But so soon as he / man_/ comes to con-

eidor the inorease of capital, ha finde himself

face to face with ethical facts and forces, Capi-

tal is the fruit of industry, temperance, pru-

dence, frugality and other industrial virtues.

Here then the welfare of soclety is found to be

rooted in moral forces, and the relation between
ethical and social phenomena is given in terms of

291bid., p. 359.
0

'sumner, “The State as 'An ELhical Person'," The
Challenge of Facts, , ., p. 201,

311pig., p. 201.
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actual facts and not of rhetorical abstractions.sz
Once a soclety has maximized economic cutput--given its
existing moral development--it cannot Yget anymore welfare,
save by advancing the moral development,"33 Thus, conven-
tional morality for Summer is pot simply some abstract

" ethical code which embodies the proper relationships be~
tween men, but rather it is the real and tangible founda-
tion of the virtues which make capitalistic soclety poss-
ible; without the development of these virtues, progress
and especially the elimination of poverty are impossible.34
Moral forces are not antithetical to economic forcees on
the contrary, he maintains that economic forces are the
"handmaidens” of moral forcea.35 The virtues of self-re=-
liance, independence, industriousness, prudence and tem-
perance are the essential ingredients of his ethical and

economic systems.

Capitalists and "Captains of Industry®

The neresn sembadying these wirtunes, and inivially
responsible for making capital possible, is the small,

independent, and guite numerous, savings-bank depositor--

321p34., p. 201.
13

Ibid., p. 202,

BQSumner. BThe Abolition of Poverty.," Earth~Hunger .
PP. 228“232 L]

358umner, "The Challenge of Facts," The Challenge of
Facts . P. 30,
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the capitalist. Sumner terms him the "hero of civliza-
rion® for his part in supplying the funde necesarry for
investment and capital accumulation.36 Sunner's great
rogret here is that few savers actually understand the
nature and importance of the function they perform, nor
do they comprehend the importance of the investmént func-
tion made possible by their 3av1ngs.37

While the savings bank deposltor 1is exvolled by Sum-
ner as the accumulator of savings, it is the captain of
indusStry wno acrually creates and employs capital goods.
The creatioun and employment of capital--by its very na-
ture~~require intelligence, boldnesa, foresight and forti.-
tude; Sumner compares these necessary qualities to those
found in great military 1eadera.38 Thus the captains
of industry, possessing the characteristics of generals,
direct the forces of capital into the most profitable
areas, and are--in the main--responsible for the great
increases in wealth and social product, Without their

skill and boldness, the essential task of capital forma-

tion would never accur.39

1f Mr. A, T, Stewart made a great fortune by
collecting and bringing dry-goods to the people

363umme:, #"Thie Power and Beneficence of Capital,®

Earth-flunger, , »s P. 343.
371p14,, pp. 352-353.
38

Sumner, "The Absurd Effort to Make the World Over,”
Wg;. $ L9 PP. 199-200.

3%1bid., p. 201.
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of the United States, he did so because he

understood how to do that thing better than
any ather man of his ganaration. He proved
it because he carried the business through
commercial ¢rises and war, and kept increas-
ing its dimensions. . . He and they together
formed a great system of factories, otores,
transportation, under his guldance and judg-
ment, It was for the benefit of all; but he
contributed to it what no one else was able
to contribute==the one gulding mind which
made the whole thing possible. In no sense
whatever does a man who accumulates a for-
tune by legitimate industry exploit his em-
ployees, or make his capital "out of! any-
body else, The wea&gh which he wins would
not be but for him,

Wealth and Property
Since the task of Creating and applying capital re-

quires great skill and entails high risk of loss, and be-
cause those few who pPossess these qualities and ablilities
have a natural monopoly of sorts, Sumner expects the mone-
tary returng to be gquite high. Thus, he finds the great
fortunes earned by the few great entrepreneurs to be nat-
ural and necessary, and, if earned on a free market, the
direct result of the economic factors involved; in fact,
most large incomes can be explained simply by general sup-
ply and demand analysis.al Contrasted with the total
wealth they help to create for the benefit of all, Sumner

feels that the bargain as a whole is a good one for society.az

405umnar, What Social Classes, , ., P. 47.

“1ipra., p. 6.

4ZSumner, "The Concentration of Wealth: Its Economic
Justification," The Challenge of Facts, . ., pP. 90.
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Thus, Sumner lauds the “captains of industry" and their
wealth for the pragmatic reason that these few jadividuals
perform industrial society's most important functionse-
that of creating and employing capital productively to
the end of satisfying man's wants,

Sumner also defends the property and wealth of the
captains of industry and the "millionaires" because he
sees no way to defend his own property, and that of his
loved ones, unless he lends his support to the protection
of all property. The fact that some miliiohaires are
“idle or silly or wvulgar" does not alter the argument at
all; after all, how do they differ from any other social
clags in that respect?43

The reason why 1 defend the millions of the milla-

ionaire is not that I love the millionalre, but

that I love my own wife and children, and that 1L

know no way in which to get the defense of society

for my hundreds, except to give my help &E & mem-

ber of soclety, to protect his millions.

Last, and most lmportant for an understanding of his poli-
tical economy, Sumner refuses to accept thé Marsian dictum
that "an accumulartion of wealth at vne pule of suclety in-

dicates an accumulation of misery and overwork at the

other,"” or that because there are some rich there must,

%31p14., pp. 89-90.

443ummn:, The Family and Property," Earth=Hunger.,..,
p. 269,
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necessarily, be many poor.45 He claims that socialists
misunderstand the nature of the origin of wealth;46 in
an industrial society, unlike any other, wealth 1is
created, and those who have it need not have taken it
from anyone.47 It is concelvable, therefore, that those

who are rich have created their own wealth,

In Rome, under the emplire, wealth at one pole
was a symptom of misery at the other, because
Rome was not an industrial state, Its income
came from plunder, The wealth had & source
independent of the production of the society
of Romc: That part of the booty which aome
got, others could not have, No such thing is
true of an industrial socliety. . . The rich
were those who developed the opportunities of
commerce which werc, in the first instance,
open to all. What they gained came out of
nothing which anybody else ever had or would
have had, The fact that there are wealthy
men in Englamd, France, and the United States
today is no evidence that there must be poor
men there. The riches of the rich are pere
fectly consistent with the high condition of
wealth Of all, down to the last, In fact,
the aggregations of wealth, both which being
made and after realization, gevelop and sus-
tain the prosperity of all,%

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

deserves or has earned his own wealth, Sumner recognizeg--

4SSumner, “What Makes the Rich Richer and the Poor

Poorer,” The Challenge of Faets, , ,, PpP. 65-67,

aelbid., p. 66,

“’William Graham Sumner, "Free Trade," The William
Graham Sumner Papers (New Haven, University Archive and
storica cripta Collection, Yale University Li-

brary), pp. 6=7,

483umner, *Jhat Makes the Rich Richer and the Poor
Poorer," The Challenge of Facts, , ., prp. 66-67,
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and his critics for the most part have overlooked this
rocognition--the simple fact that conditions of hevradity
and "“good and bad fortune" always distort to some degree
the ideal of "wealth based upon merit.," But at lecast
Pcompetition secures to merit all the chances it can en-
joy under circumstances for which none of one's fellowmen
are to blame.”ag As long ag society passges no laws
guaranteeing "property against the folly of its possess-
ors,” a fool and his inherited gold will soon be parted,

in the abpsence of such laws, capital inherited

by a spendthrift will be squandered and re-

accumulated in the hands of men who are fit and

competent to hold it. 50 it should be, and

under such a state of things there is no reason

to deslire tosbimit the property which any man

may acquire.
Of course, Sumner recognizes only too well that some men
grow rich through non-market activities, through politi-
cal manipulations and economic favors designed to c¢ircum-
vent the market. For these illegitimate businessmen or
plutocrats," however, Sumner saves his sharpest tongue
and most abusive language. {See Chapter Four, part C,)

Thus in brief summation, capital«-made possible by
savers (capitalists) and actual by entrepreneurs (captains
of industry)--~supports an industrial society where men

¢reate and secure wealth and welfare, Both the type and

nature of the economic activity differ essentially from

4912$§¢3 p. 68.
SOSumner, What Social Classes, , ., pr. 50.
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any economic system that pre-dates caplitalism. This as-
pect of Sumner's analysis of capital formation iz an im-

portant part of his economic philosophy.

Capital Accumulation

While large fortunes are normal and to be encouraged,
86 are resulting concentrations of real capital. As Cive
ilization progresses, and as the tasks of production and
the size of the market increase, Sumner maintains that
the direct application of capital to production implies,
necesgarily, that capital will become more concentrated.s1
He looks upon concentrations of capital--typified by the
formation of corporations--as both necessary and natural
consequences of an economic evolutionary process, These
accumulations are necessary because only huge aggregations
of capital goods, under the direct control of the most
skilled captains of industry, can meet the production and
distribution problems of modern enterprise.sz They are
natrural becanases they confarm tn the economic laws of max-
imum profit and maximum efficlency; concentrations of cap-
ital are to be welcomed because "there is economy in it ®

« » «there 1s a true correlation between (a) the

great productiveness of modern industry and the
consequent rapid accumulation of capital from

518umner, ®¥The Concentration of Wealth: Its Economie

Justification,” The Challenge of Facts, , ., PP. 81-90,
321pid., p. 83.
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one period of production to another and (b) the
larger and larger aggregations of capital which
are required by modern industry from one period
¢f production to another . . . Now whenever such
a change in the societal organization becomes
poasible it also betcomea imevitabla, because
there is economy im it., 1f we confine our ate
tention to industrial undertakings, . .we can
see that the highest degree of organization
which is posslble 1ls the one that offers the
maximum of profit; im it the economic advantage
is greatest. There is therefore a gravitation
toward this degree of organization,33

It is the consequence of the principle just
stated that at every peoint in the history of
eivilization it has always been necessary to con-
Cencyrate capiral ip amounrs large relactive To
existing facts.

+ o o1f we are willing to be taught by the facts,
then the phanomena of the concentration of wealth
which we see about us will convince us that they
are just what the situation calls for. They
ought to be because they are, and because noth=
ing else would serve the interests of society.sa

Ag capital accumulates, it increases man's social
and industrial power over nature, and allows man to msake
advantes in "acience, fine arts, literature, and education
which react again on the cocial power to astrimalate it and

accelerate the rate of its activity, thus increasing its

efficiancy. . -“55

+ o olt i3 only when there is some surplus power
already at one's disposal that time can be spent
on science and invention, which do nothing for
the time being for the support of the worker.

53Ibi§., P. B5.

5"Ii:u.c:f.., P. 86.

SSSumner, YPower and Progress," The Challetge of
Facts s P. 148,
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The great advance in invention during the last

Creased woclal power.36 . oowuenee oF A
The economic activity of capital accumulation both de-
pends upon and sustaine non~economic and quasi-economic
activity. Again and again this process repeats itsel:l,
while each new accumulation of capital and advance in
the arts lessens the struggle for existence, The end re-
sult of this long process is the fact that Ywe all, in a
measure, live above the grade of savages, and some, . .
reach comfort and luxury and mental and moral welfare.”S?
Thus, capital goods and capital accumulation are the
spearheads of economic growth and development that lift
the human race--which "bhegan in utter destiturion wirh
no physical or metaphysical endowment whatever®--to a
stage where men can achieve and enjoy increases in wealth
and welfare.

The economic system of Sumner mey be briefly summar-
ized as follows:
(1) Mon must otruaglc to derive from mature the econemic

goods necessary to sustain and advance life and well-

bei.ng 'y
(2) Men face--as a metaphysical necessity~-physical and

Sasumner, "Consegquences of Increased Social Power,"
The Challenge of Facts, ., ., p. 154,

57Sumnar, YReply to a Socialist," The Chalgggge of
Factaa s o9 Po 571
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social facts or laws which are the context within
which they oust rationally pursue their goals. It
is the task of the sciences to understand these facts
apd foxrces, and to dlsgcover the range within which
man ¢an operate to apply these forces in pursuit of
his goals., PFPolitical economy is that sub-area of the
Sotial Sciences which seeks to discover the range
within which the economic laws of rent and population,
and generally, the laws of supply and demand, can be
used by man in pursuit ot economic advantage.

(3) Men, within the context of economic laws, and facing
the metaphysical fact of economic scarcity, have, over
time, derived the goods to sustain their existence,
Capital, made possible by the virtues of savers, and
actual by the virtues of businessmen, is the absolute
requisite to economic growth. Significant economic
growth is possible only under a system of large-scale
industry. Both the accumulations of capital and the

fortunes made from enterprise are normal and to be

protected.



CHAPTER FOUR
GOVERNMENT AND POLITICAL ECOROMY

The function of this first section istocarry Sumner's
thought from the science of economica to the art of poli-
tical economy. The transitional bridge will be constructed
around Sumner's definition and analysis of "liberty" and
its relationship to economicg. For him, an examination
of the idea of liberty is not a subjective.digression into
non~economic human values, It is developed almost complet-
ely from antacedent economic ideas, and is integral to the
structure of his political economy. It must be noted that
the special definitions and ideas developed in thia sec-
tion are exclusively Sumner's, and bear no necessary rela-

tion to similar-sounding concepts in modern usage.

Liberty

Sumner halds that the words "freedom" and "liberty"
refer only to "chanceg’ and not to "results." He states
that "personal liberty is nothing but:a name for a series

of chances, or for a life to which chances have aacess."l

B;Sumnar, HlLiberty and Opportunity,” Earth-Hunger..,,
p. 180,

b7 -
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tFreedom” and “liberty" are the Ychances" men have in
their relation with npnature and other men, Or the opporiun-
ities men have to choose amonz alternatives., Civil libe
erty is 'nothing but social security for such use of the
chances," or, as he puts it:

Civil liberty is the status of the man who is

guaranteed by law and c¢ivil  institutions the

exclugive amploy?ent of all his own powers for

his own welfare.
Economics becomes important in Sumner's definition of "1ib-
orty! and Heivil lihertypW hacanes it ir the economic ays-
tem which provides these Y“chances," and it is the economic
gyatem--backed by political action--which sanctions the
right of private property, or that decisive imstitutional

arrangement which guarantees that man may indeed emploey

g1l his own powers for his own welfare."

Liberty and Property

Sumner maintains that liberty (chances) and property
(exclusive employment of chances) are the twin touchstones
of an advanced industrial ¢ivilizZation, and that one can-
not exist without the other.3 Liberty, in the sense of
opportunities, develops from an advancing lindustrial soc-

jety, and the right to the free use of property secures

47§Sumner:, #The Forgotten Man," The Forgotten Man...,
'Dc »

1?2Smmer, *Iiberty and Property," Earth-Hunger,..,
P »
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liberty. History clearly shows, he maintains, that when-

ever the right to the exclusive use of property is inter-

fered with or ignored by the state, liberty declines.
The history of the Mlddle Ages, when studied ob-
jectively and not romantically, fully sustains
these dicta, The history of modern civilization
from the ninth and eleventh centuries., . .down
to the present time, reveals the course by which
liberty and property have been developed together;
but at the same time it reveals that they have
grown together only when property has been secure,
and the right of property has been strictly main-
tained, and that nothing has ever been more fagal
to liberty than socialistic abuse of property,

Thus, in Sumner's thought, "freedom" and “property" are

integrated concepts: capital accumulation and industrial

civilization make his idea of liberty possible, and capi-

talistic institutions««especially private property--make

2
it secure. Liberty or freedom iz not the product of

speeches, of nature, or of metaphysics, but the product

of an advancing economic system.6

Natural Rights
Sumner holds that no other definitions of liberty or
freedom are intelligible; he specifically rejects the def-

initions and theories of "liberty" developed by the “nat-

41bia., p. 174,

5john Chamberlain, Farwell to Reform (New York: John
Day Co., 1933), p. 1l. — —— ——

]
Sumner, "What is Civil Liberty?" Earth-Hunger, . ,,
pp. 128-129,
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ural rights" sch.ool.7 If natural liberty means "unrestraine
edness, emanclipation from law, lawlessness, and antagonism
to law," then it is simply a plea for anarchy, not freedom,
and no such condition is possible to civilized man.a If
natural rights mean "man emancipated from the struggle for
existence and assured everything he needs" then the notion
is the "grandestof human delusions.“g Since there is no
"boon of nature," man can never be "emancipated" from the
struggle for existence; nature does not Ygive" man any=
thing. The whole idea of Ypatural right" is a supersti-
tion of the eighteenth century philosophers.lc

The key superstition, originmated by J, J. Rousseau,
is the myth concerning the "noble savage," thatr fune.
spoiled. . .untutored, son of nature" who lives free and
happy in a state of mature, but hecomes unfree and unequal
with the emergence of industrial society., Nothing, Sumner

maintaina, is more inaccurate.ll Man in a3 primitive ptate

7“111;‘:.@::: Craham Sumner,; Uvllevted Essays Ln Politicval
and Social Science {New York: Henry Holt anﬁ Co.y i5§55,
Pe . see, Sumner, "What is Civil Liberty?," Earth-
Hunger, . ., pPp. 117-118,

8Sumner, "Is Liberty a Lost Blessing?," Earth-Hun-
B8, o o> P. 131,

9illiam Graham Sumner, “The Disappointment of Lib~
erty," The Independent, July 17, 1890, p, 5,

lgsumner, "What is Civil Liberty?," Earth-Hunger.,,,
P. 118,

lsumner, ¥1s Liberty a Lost Blessing?," Earth-Hun-
By s« s» D 132.
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of soclety does not enjoy any “conditions of liberty" in
any accepted sense 0of the word; in the beglnning, nature
holds him as tightly as she holds natural resour<es.
Sumner holds that man is necessarily burdened with
the "weight of existence," that is, "all human and earthly
life is conditioned on physical facts,'" and these facts

prevent man from doing or having anything he wishes,

Liberty to do as one pleases is not of this world,
for the simple reason that all human and earthly
existence b conditioned on physical facts, The
life of man ig surroundoed and limited by tho oqui-
librium of the forces of nature, which man can
never disturd, and within the bounds of which he
must £ind his chances,

If that seems too pondercus and abgtract for
the reader, it may be interpreted as follows.
Man must get his living out of the earth, He
must, in so dolng, contend with the forces which

control the growth of trees, the production of
animals, the cohesion of metals in ores; he must
meet conditions of soil and climate, ., ."12
Thus physical facts--scarcity, the laws of economics, chem-
istry, physics--restrain man, and of course restrained the

13 It is only

primitive savage the most tightly of all.
with the emergente of an industrial civilization, with

the extensive accumulation and application of capital which
helps to ease the burden of existence, that man can attain
any semblance of freedom or Yeloow room" in the physical

world, In other worda, Sumner holda, it is only with the

125umner. "Liberty and Responsibility," Earth-Hun-
ger. , ., p. 156,

36:3Sumner, “Sociological Fallacies," EarthrHunger,,.,
p. 367,
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development of a capable, viable economic systemw-sup-
ported by capital goudse-=-Luat frevedom has any meaning
whatever.la Therefore, the elghteenth century philosow
phers are quite wrong both in thelr conception of liberty
and their recollection of historical facts, When they
base public policy on these mythical and speculative no-
tions, they turn a simple intellectual error into a mat-
ter of the utmost concern,

The policy suggestions of the elghteenth and nine-
teenth century philosophers have taken many forms. Sum-
ner notes that most of these proposals are characterized
by presumptions that man has the right to Yequallity, the
full product of his labor, capital, and an existence,"
He holds that these pronouncements are politically and
economically faulty because the "demand for equal rights
soon deteriorates into demands for equal enjoyments,”
where pqople not only have a right to pursue happiness,
Yhut to get it, and if they faill to get it, you must get

it for them."ls

This Sumner feels is a return to the Dark
Ages of political theory and history, to the feudal, mas-
ter-slave system of duties and obligations, where Ygroups
of people. ., .have a claim to other peoplels labor and
self denial," and where the labor and self denial of one

man "may be diverted from his maintenance to that of some

1“Sumner, #Liberty and Law," Earth-Hunger, , ., p. 362,

Lsumner. What Social Classes. . .. ». l4.
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other man" by the state.lG Thus, the definition of libe
erty developed by the *natural rights" school leads log-
ically and consistently to the very absence of civil lib-
erty, and to the imposition instead of political absolu-
tism.17 Sumner notes in particular that the socialists
are the most consistent political and economic spokesman
of this view of liberty in all its ramifications.la

In brief summation, Sumner feels that man is neither
born with. nor does he inherit natural right ta anything.
Everything that man needs to sustain his life must be de-
rived by man himself through work and self denial, An
advancing industrial civilization based on capital goods
provides the opportunities for sustaining life, and opens
up the "chances" which are the essence of "“liberty." Laws,
enforced by government, to ensure that man can exclusively
keep, use, or dispose of gains derived from "chances," are
the essence of “civil liberty." Unfortunately, for an
understanding of his political economy, Sumner does not

dueialil these laws,

Government

It 18 the political ideal of William Graham Sumner to

161b14,, pp. 14-15.
17Sumner. #Liberty and Law," Earthebimger, . ., D. 161.

188umner, #The chal%ense of Facts,"'The Challenge of
Fact +» PD. 36-38, & Or see, Sumner, "What is Civil
i A A I £ T
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secure in political institutions the preceding definition
of civil liberty, As he himself states:

It is therefore the highest product of political

institutions s¢o tar that they haVve come TC a

point where, under favorable circumstances, indi-

vidualism is, under their ppotection, to some ex-

tent possible, If political institutions can

give' security for the pursuit of happiness by

by each individual, according to his own notion

of it, in his own way, and by his QYB means,

they have reached their perfection.
It is the direct task of government to create and preserve
that Mgecurity far the puranit+ of hapninegall uhich oryed
tallizes in the concept of civil liberty., One cannot
raly on the Tunorganized mass of well-intentioned citizenst
to preserve order and liberty; although that method might
do for a frontier community, it would certainly not do
for a complex industrial society.zo Formal government is
a neceasity., The questions then become: (1) what type of
govermment is suitable to the ends of securing civil 1ib-
erty; and (2) what institutional tools would this govern=-
ment employ in the proper fulfillment of its legitimate

LasKs.

Detocracy

For Sumner, the general term "democracy” means "the

lgsumner, fState Interference," War, ., », pPP. 219-220.

2043114am Graham Sumner, "The Strikes," The William
Graham Sumner Papers, {(University Archive and Historical
Manuscripts Collection, Yale University Library), p. 3.
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rule of the many" or a state where "all those who are
once admliied to political power are equal and that the

power lies with the numerical majority of these equal

units.“21 However, the gereral tetm can be sub-divided,

The first kind of “democracy"--and the simplest+~~ is Wure
democracy," as exemplified by the New England town meeting,

There is in the town democrac¢y no government,
properly speaking; there are no institutions, or
the institutions are of a very rudimentary char~-
acter, The officers are only administrative func-
tionaries; their powers are closely dcfined and
limited, thev act under immedlate direction, they
exercise routine functions, have no initiative
and little discretion. In the town meeting the
initiative lies with the individual citizen;
that body also retains in its own hands the
whole formative process and acts by committees
when it is necessary to form measures which the
mass meeting cannot conveniently do. The execu-
tion of special undertakinga ie alsa antrusted
to cog?ittees or ¢tommissionsg created for the pur.
pose,

Another type of "democracy" is Yrepresentative democracy"
where the sovereign citizens send "delegates" in their
place to perform a speciflc duty. "Ihe delegates are
agents of local and cother interests who are sent into an
arena where interests are LOST Or won, o figul fur puatlle=
cular ones., They do not, therefore, form a great council

of the nation, but a body of struggling and scrambling

215ummer, "Definitions of Democracy and Plutocracy,®
Barth-Hunger, . ., P. 293, See also, Sumner, "Advancing

Organization in America,"” The Challenge of Facts, . .
P. 305,
22

Sumner, "Responsible Government," The Challenge of

Facts, » .y P. 257.
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attorneys."23 The great faulf of "representative demo=

Cracy"--and in all the "demoCracies® that Jjumner delines--

lies "in its weaknese in the face of local demands and in-

terested Cliques,"

A system which is a representative of interests
looks upon the effort to get what one wanls as
natural and in the order of things, to be re-
gigsrted by those only whose interests may be
threatened. The conflict of politics there-
fore degenerates into a struggle of wili=force
measured by votes; arguments are thrown away

in all battles--when two bodies of men with op-
posing determinations meet, then foxce of the

kind suited to the arena must decide, Hence
the weakness of the representative democracy,

in its inability to give support to the public
interest, or the national welfare, or a per-
manent policy, or a far~-sighted benefit, in the
face of a gsectionsl demand, or a temporary and
short-sighted desire of a large numgzr, or the
selfish purpose of a strong clique.

Since there seem to be no other important institutionsl
structures besides majority rule in Sumner's conception
of “"democracy," it is no surprise that this "democracy"
always degenerates into oligarchy or jacobinism.

In the working of majority rule it always degen-
erates into oligarchy; a majority of s majority
is endowed with power, in one sub=-division after
another, until at last a few control. . .The de-
generate form of democracy, when it runs out
into an oligarchy or when ir is entirely unreg-
ulated by constitutional provislons, is often
designated as jacobinism. It is the rule of

the clique, arrogating to itself the name gg the
people or the right to act for the people,

231pid., p. 260,

zaihég., pp. 270271,

25Sumner, "Advancing Organization in Ameriéa,“ The
Challenge of Facts, . ., pP. 303,
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Sumner claims that the heart of "democracy" is atromistic

26

equality and majority rule, The esscatial uature of

“democracy" differs little from any other political dogma;

it 13 Just another “ocracy.“27

Insread of class rule by
one {(autocracy), it is class rule by the majority, a form
of “democratic absolutism," which is as "slavish and false

n28 It is "glavish

as any doctrine of royal absolutism.
and false" because the notion of equality cannot be true
in fact, nor should it be; "the dogma that men are equal
is the most {lagrant falsehood and the most immoral doc-
trine which men have ever belieVed."zg It is also slave
ish and false because majority rule is a perfect mechanism
for destroying Summer's conveption of civil liberty. Sum-
nerian democracy is a body of doctrine which contains no
guarantees that it will act to preserve liberty and pri-
vate property.Bo More than likely., he maintains, the sove
ereign majority will "aggrandize itself" like any despot
holding power, while at the same time propagating dogmas

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

26Summer, Collected Fssays , ., P. 103,

27William Graham Sumner, Esgsays of William Graham

Sumner, ed. Albert Galloway Keller, Maurice R, Davie,
(New Haven: Yale University Press, 1934), p. 218.

ZBSummer, "Advancing Social and Political Organiza-
tion in the United States," The Challenge of Facts, . .,
p. 305. Or see, Sumner, Collected Essays , D. 103,

EQSumner, ¥Sociological Fallacies,” Earth.Hunger,,.,
p. 362.

BOSmer, "Politico in America, 1776-1876," The Fox-
gotten Man, , ., P. 290,
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#duty of passive obedience" by the outnumbered minority.31

He concludes:

Democracy, then is primarily dogma, and as to
dogmas the question always is are they true?
Now the dogma of equality is not true, and the
dogma of the right of the masses to rule is not
true, The evil of all the old governments,
autocracies, oligarchies, and aristocracies, was
(1) that they were class governments, and (2)
that they involved arBitragx power. The com-~
plete condemnation of democracy is that it is
clases government like all the rest, only that
the power is given to a diffgient class, and

it involves arbitrary power.

Supier maintalns that the political form of govern-
ment which he describes as "democracy" had been almost
inevitable in the United 8tates, It arose spontancoualy
from the "facts of economic life" and not from the words
of enlightened statesmen.33 He holds that America is
democratic because "the ratio of population to land" is
such that she can be nothing else; it is the “indusrrial
and social power of the masses of the population in a new
country with unlimited land" which has made us d&mocratic.aa
To speak of political aristocracy or monarchy in an econo-

mically clagsless, independent-style farmer economy, with

311pid., pp. 290-291.

3ZSumner, Collected Essays. . ., P. 104,

33Sumner, "Advancing Social and Political Organiza-

tio?qzn the United States," The Challenge of Facts...,
D - / *

Sasumner, #yhat Emancipates,” The Challenge of
FaCtB. [y pt 1400
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unlimited amounts of land, it to talk nonsense.35
Thus, "democracy¥ is almost inevitable given the eco-
nomic conditions of large amounts of land and a heavy de-
mand for men.35 Its passing is also inevitable when the
economic conditions which sustaln democracy disappear.
For Sumner, "democracy" is an eveolutionary political phase,
which is left behind ®ag inevitably as an infant after
birth must go on to the stages of growth and experience."37
He regards it as a necessarvy stage in the political devel-
opment of a young country, but thinks it completely une
workable and impractical for an Wold," crowded, indug.

trially mature country, where it offers nothing "but a

ghort road to Caesariym.”ss

Republican Government

The type of governmental institutional arrangement
most acceptable to Summer is "republicanism,”™ "a form of
self-government in which the authority of the state is

sonfocied Lo limiLed teoas upun vificers duoignaked Ly

35gumner, "Advancing Social and Political Organiza-

tion in the United States," The Challenge of Facts,,., p.338.

36$umner, "What Emancipates," The Challenge of
Facts, , ., p. 140,

37Sumner, "Advancing Soclal and Pollitical Organiza-
tion in the United States,*The Challenge of Facts, ,., p.331.

388umner, "Demoeracy and Responsible Government,"
The Challggae of Facts, . sy D 275.
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electiona"Bg This political form, and not "democracy,"

had been the original idea of the "founding fatherg"e«
especially Hamilton--and only republicanism insured that
the "majority shall be constitutionally expressed and

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

will, w40

The framers of the Constitution, without having
any precise definition of a republiec in mind, knew
well that it differed from a democracy, No one of
them was a democrat, They were, at the time of

framing the Constitution, under an espacial dread
of domoeracy, on acaount of the rebelllion in Mass-

achusetts, They meant to make a Constitution in
order to establish organized or articulated lib.
erty, giving guarantees for it which should pro=-
tect it from popular tyreanny as much as from per=
sonal despotism. Indeed, they recognized the
former as a great danger, the latter as a delu-
sion, They therefore established a constitu-
tional republic, The essentrial feature of such

a system of government (for it is a system of gov-
ermment, and not a political theory) is that poli-
tical power be conferred under a temporary and dew
feasible tenure.%l

Sumner holds that democracies and republics differ in
intended goals and in institutional tools necessary to
achieve goals, He believes that the major goal of demo-
cracy is fequality," and that majority rule is the insti-

tutional tool equipped to achieve--through legislatione=

398ummer, "Republican Government," The Challenge of
Faces, , .. 0. 226.

4°5umnet, YAdvancing Social and Political Organiza-~

tion in the United States," The Challenge of Facts

»
p. 334,

“lsumner, “Politics in America, 1776-1876," The For-
gotten Man, . ., Dp. 289-290,



exactly that end. A republic, on the other hand, aims
to preserve civil liberty,

1 beg here to emphasize the distinction be-
tuween a democracy and a republle becausec the peo-
ple of the United States, living in a democratic
republic, almost universally confuse the two ele-
ments of their system, Each, however, must atand
or fall by itself, , .If the principle of equal-
ity is what we aim at we can probably get it~ewe
¢an all be equally slaves together. 1f we want
majority rule, we can have ite-=the majority can
pass a plebiscite conferring permanent power on
a despot, A republic is quite another thing.

It is 2 form of self-govermment, and its first

aim ig not equality but civil libertv. . .It
surrounds the individual with safeguards by its

permanent constitutional provisions and by no

to the determination of & mumerical majority.ds
Since eivil liberty refers to the status of a man who is
guaranteed the use of all hig owm powers exclusively for
his own welfare,” a republic, by Sumner's definition, is
a formal set of institutional arrangements in which a
man's life and property are guaranteed safe from expropria-
tion by the governmeni or other men, It must be noted
that the difference between “democracy" and "republican-
ls” is cvompletely GQerinlrional. Sibifier detines "democracy”
such that it does not embrace the principles of his defini-
tion of "pepublicanism." In effect, "“democracy" plus the
appropriate institutions to protect civil liberty is "“re-
publicanism.”

Sumnerts definition of republican government is char-

42Sumner, #Republican Government," The Challenge of
Facts, o ., PP, 226-227, '
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acrerized by the institutional safeguards it erects be~
tween the individual and the state, Among the most Cru-
cial of these devices~--which Sumner simply names but does
not elaborate upon--are (1) a constituti.on,43 (2) a sys-
rem of checks and halam:es,“ (3) a system of political
parties,“s and (4) an orderly election prOCedure.46 Other
less impertant institutional devices which can act as
Hohecks on democracy," are the presidential veto, the
power of the Semate, and the “preozogatives of the judi-
ciary."47 To make these safeguards effettive requires a
population which has a "high state of intelligence, poli-
tical sense, public virtue . and "extraordinary indepen-
dence, power To resist false appeals, far sighted patrio-
tism, and patient reflection."48 The results of republi-
canism will be coincident with the degree of "political

virtue" attained by its citizenry. To the extent that a

43Sunmer fAdvancing Soclal and Political Organiza-

tion in the United States.” The Challense of Facts, i .
P 335,

%1p1d,, pe 335,
458umner, Collected Essays, o g5 Ps 108,
46

Sumner, ¥Republican Government," The Challenge of
Facts, . ., p. 226.

47 Svmner, "Advancing Social and Political Organiza-
tiog én the United States," The Challenge of Facts s
p. 335.

48gumner, "Republican Government,” The Challense of
Factn sy P 22?-




wh3-
political system can embody both the institutional de-
vices and the intellectual vwirtnes listed, it can under-
take the task of republican govermment. Sumner was not
vverly eptomistic conccrning thae ability of any political
system to do this, however.

Elections are an importent element in raepublican gov-
ernment, and Sumner details many subtle points in this re~
gard.ég For instance, the theory of republican govern-
ment assumes that the ballot is an adequate device for
getting an accurate eXpression of publiv thought or will,
However, this assumption~-when applied to the real politi-~
cal world--may be very unrealistic if (1) the voters who
cast ballots have no definite opinions about issues. and
are apathetic and uneducated, or (2) if the balloting pro-
cedure itself, either casting or counting, is replete with
fraud and error. If either situation exists, the ballot
iz not an adequate device for determining public will,
Public balloting is also guite inappropriate for the pur~
pose of electing administrative officials; here, public
knovwledge to form an accurate judgement as to fitness of
candidates is simply not available. In this area, speci-
fically, executive appointment or a Civil Service System
will probably provide much better results than the sys-

tem in uae.so

49Sumner, Collected Essays, , ., Pp. 114-119,
501bid,, pp. 113, 139.
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Sumner makes other suggestions for election reform.
He advocates a complete overhaul of the nomination system,
which he considers the real center of power of the elec~

tion syatem.sl

He maintains that the present nominating
system ls too complicated, and also quite dangerous, since
it concentrates ultimate power "in the hands of a few who,
by concerted action, are able to control the reault.“52
Thus, so~called "popular nomination® is merely a sham for

minority control and the exercise of "improper influence"

by those in power,

Sumner alsc makes a general plea for less frequent
elections.53 He is convinced that the cost of nomination
and election are becoming prohibitive, while the frequency
of elections disturbs the economic outlook of business-
men.sa By suggesting less frequent elections, he hopes
that both of these problems--especially the "disruptive"
economic effects of elections~-can be eliminated or
greatly curtailed. In general, he supports all political
reform which he feels is aimed at perfecting the republi-
can institutions in their task of sustaining civil lib-
erty. He considers such reform "absolutely essential to

Union, to national life, to self«government, to peace,

J1sumner, "Republican Government," The Challenge of
Facts s De 232.

321b1d,, p. 231.
Sasumner, Collected Essays. . ., P« 139,
381pid., p. 147.
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and to prospertty.“ss

Although Sumner believes that the election procedure
is important, its importance should not be overestimated.
Elections themselves are no guarantee of good government,
nor do they necessarily guarantee a proper respect for
civil liberty and property. The only guarantees of good
government are Y"the institutions of civil liberty which
have been wrought out by centuries of experience, and are
nawr ancvrad hy canetitneinnmal prnvigiong-”SG An inter-
esting final note is that Sumner believes that the great-
est thyeat to these civil libertries and to good govertia
ment come, not from the executive branch of the govern-
ment, but from a "momentary popular majority? in the Houze

of RepreaéntatiVea.57

Political Economy
The primary function of republican government is to

preserve civil liberty; for Sumner, this means essentially
O maintain order, admlnlister Jjustice, aml protevt prlvate

property.ss In pursuit of these goals the government may

SSSumner, "What Has Become of Reform?," The William
Oraham Sumner Papers, pp. 7-8.

SGSumner, Collected Esaays » D. 134,
’1pid., pp. 157-158,
58

Sumner, "The Forgotten Man," The Forgotten Man,..,

p. 487.
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also legitimately~~-if enlightened--*collect information...
and ‘furnisn pPublic Iacilitles,” and even establlsih bu~

reaus of Agriculture, Education, Statistics and Census.sg
However, as a general rule, laigsez-Ifaire 15 The proper
governmental philosophy, and the soundest political eco-
nomy for statesmen to observe, What laissez-faire means,

and why it is the soundest, most reasonable public policy

is the topic¢ of this section.

Laissez~faire

For Sumner, as for Bastiat and Spencer, laissez-
faire does not mean "things left to themselves" or Ythe
unrestrained action of nature”; on the contrary, it means
“the. . .rational application of human intelligence to
the assistance of natural develoment."éo Sumner holds
that the French merchants had put it exactly: "Let us man-

age ourselves."61

Thus, he conceives lalssez-falre to be
a policy of self-management where individuals apply
brains ¥to trade and industry so as to develop and im-
prove them," without the guidance or wisdom of interfer-

ing statesmen or legislators, To the statesman the warn-

SgSumat, #Damocracy and Responsibla Coverrment "

The Challenge of Facts, . ,, p._278.
60

Sumner, Essays of William Grgham Sumner, Volume I,
ed, A, Q, Keller, M, R, Davie (Now Haven: Yale HUnivarsiry

Press, 1934), p. 469,
6libid,, p. 468.
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ing is clear: '"“do not meddle, . .do not regulate, , .do

not give orders. . IVGZ

Plutocracy

But why does Sumner feel "“that the best way to mini-
mize the dangers to democracy, and from it, is to reduce
to the utmost its functiors, the number of its officials,
the range of its taxing power, the variety of its modes
of impinsing on the individual, the amoint and range of
its expenditures, and in short, its total weight, . .“f3
Sumner's essential reason for upholding the philosophy
of nen~involvement by government in private economic af-
fairs is that he fears the political, economie, and moral
consequences of plutecracy, He defines plutocracy as a
“political form in which the real controlling force is
wealth"; in this political form, wealthy interest groups
control and manipulate the legislative machinery in their
own economic interests.64 A plutocrat is a "man who,hav-
Ang the possessiovn vf vapltal, and having the power or it
at his disposal, uses it, not industrially, but politi-

cally; insteed of employing laborers, he enlists lobby-

621p1d,, pp. 468-472.

638ummer, "Democracy and Modern Problems," Earth-
Hunser, . ., pP. 304,

643umner, "Definitions of Democracy and Plutocracy,"
Earth-i er s Po 293,
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ists."65

Plutocracy, by its very nature, invites vicious
lobbying for special favors, legislation, exclusive fran-
chige and monopely privileges, by all sorts of diverse
economic groups which seek to enhance their economic posi-
tionsg, not through the markest, but through political priv-
ileges designed to "get around the market.," Economically,
this is disastrous since moncopoly privileges fetter com-
petitive enterprise and deter economic growth. Polirti.
cally, plutocracy turns the legitimate functions and
powers of government into a political *blackjack” to be
wielded by the wealthiest pressure groups asgainst their
enamies, and eventually, the rest nf the population. It
practically assures political graft and corruption, the
undermining ¢f governmental morality, and the general de-
terioration of any serious respect for the ldeas of re-
publican government. In fact, civil liberty becomes in=
compatible with the aims and methods of plutocracy.66
Looked at frum any augle, plutucracy Ls;

« « +the most sordid and debasing form of poli-

tical enerzy known, . .In its motive, its pro-
Cesses, its code, and its sancrions, Lt 4% in-

65$umner, "Gonflict of Fluvogracy and Democracy,™

E&rth—;gﬂﬁgr. [ NS P- 297-
66
Sumner, "An Examinatinn of Noble Sentiment
Earth-H e o o3 Po 215n
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finitely corrupting to all institutiong which
vuglit to preseirve and protect soclety. 7

Thus, Sumner fears plutocracy because this unholy alllance
of peclitical and economic power will wost assuredly des=
troy his conception of civil liberty and republican gov-
ernment, and his vision of an efficient, ravional econo-
mic system capable of change and growth, Given these
facts, the only wise and intelligent policy in the field
of political economy is to minimize to the utmost the re~
lations of goverrment to industry.68 Sumner believes

that a geparation of state and market-«like church and
state--will Ycut the ground from under plutocracy."69

Hence, he supports laissez-faire because it is the only

political economy which can avoid plutocracy.

In general, a democracy or a republican form of gove
ernment becomes plutocratic through "special interest™
legisglation, or what Sumner refers to as speculative leg-
islation. It is through such measures as the Interstate
Gommerce'Act, the Bland Silver Bill, proposals for bimete
allism, the tax on oleomargarine and in general all subsie

dies, tariffs and taxes that the alliance between c¢apital

67Sumner, “"Definitions of Democ¢racy and Plutocracy,"
Earch-Bunger, , .y Pe 293,

6SSunmer, "Conflice of Plutocracy and Democracy,!

Earth=-Hunger, . ., p. 300.
69

Sumner, "Separation of State and Market," Earth-
Hunger, , ., P. 310,
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and political power is conceived and sustained.?o Sunnex
dogmatically oppocee all such legislation, and his opposi-
tion can be specifically separated into pelitical and eco-
nomic areas. (llis oppositlien to such lecgislation on
moral grounds will be .covered in a later section.)

Politically, Sumner opposes all special interest leg-
islation because it tends to enhance the forces of pluto-~
¢racy by destroying any meaningful concept of civil 1lib-
erty, All tariffs, taxes, and subsidies flout his defi-
nition of civil liberty where "a man is guaranteesd by
law and civil institutions the exclusive employment of
all his own powers for his owm weliare.“71 If the pro-
ducts and fruits of the "powers" of man~-his property--
can be taken in the form of taxes and given to another
in the form of tariffs or subsidies, and if this redis-
tribution of wealth can be determined by self-interested
pressure groups, then the original concept of civil lib~-

erty and republican government clearly becomes meaning-

less, Plutocracy, like Sumner's "degenerate democracy,"

79y, L. Bernard, "The Social Science Theories of Wil-

liam Graham Sumner," Social forges, Vol. XIX (December,
1940), pp. 153-175, Sumner referred to this sort of leg-
islation as "gpeculative.," ¥Any legislation which does
not proceed out of antecedents, but is invented in order
to acttain to ideals, 1s necessarlly speculative; it deals
with unverified and unverifiable propositions and lacks
all guarantees of its practicability or of the nature of
its results," Sumner, "Speculative Legislation,' The

Challenge of Facts, . .. Ps 213,

7718umner, "The Forgotten Man," The Forgotten Man,s.,
p. 472,
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can never guarantee to man the exclusive ownership and
use of his own wealth in hia own way for hic own exclu-
sive purposes. By definition, it seeks to alter these
relationships, Sumner also opposes this type of spe:ﬁ-
lative legislation because most of it 48 politically ill-
conceived, hastlily assembled, and passed in ignorance of
its content or true consequences.

However, the most lmportant aspect of Sumner's oppo-
sition to speculative legislation is economic; in a word,
speculative legislation is simply bad economics. As a
general indictment, such legislation always tends to fall
behind the times, always tends to become dated as the eco-~
nonmic circumstances which had originally given rise to
the legislation necessarily change.?3 Thus, the legisla-
tion always becomes ill-fitted to the new economic situa-
tion, and works undeserved hardships on all new economic
groups and interests, Sumner holds that the Medieval
guild system, with regulations on prices and wages, is a
perfect case where the legislative "“privilege of one age
became the bondage of the next," and where the system of
legislative enactments became a Wfetter on individual en-
terprise and success," and an effective deterrent to eco-

nomic growth and development.ya

7ZSumner, "lLegislation By Clamor," The Challenge of
Facts, , ., p. 189,

73Sumner, "State Interference," War, , ., PpP. 213-228,

Th1psa,, p. 217.
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Here was plainly a complete system, which
had a rational motive and a logical method.
The object was to keep all the organs of society
in their accepted relations to each other and to
preserve all in activity in the measure of the
gorial needa, The plan failed entrirely, It was
an impossible undertaking, even on the narrow
arena of a medieval city. The ordinances of an
authority which stood ready to interfere at any
time and in any way wer? naectessarily inconsis-
tent and contradictory. 5

Applying the concept of a medieval system to modern gove
ernmental regulations, Sumner implies that partial regula-
tion is unstable, and soon spreads~~within a system of

plutocracy--to encompass all economic areas, Once the

legislative doors are opened, all special interest groups
seek advantages vis~-a-vis one another., This, again, is

unfortunate,

The fact should not be overlooked here that,
if we are to have the medieval system of regula-
tion revived, we want it altogether. That sys-
tem was not, in intention, unjust, According
to its light it aimed at the welfare of all,

It was not itz motive to give privileges, but
A system of partial interference is sure to be
a system of favoritlsm and injustice, It is a
system of charters to some to plunder others,

A medieval sovereign would never interfere with
rallroads on behalf of shipvers and stop there.
He would fix the interest on bonds and other
fixed charges. He would, upon appeal, regulate
the wages of employees, He would fix the price
of coal and other supplies. He would never ad-
mit that he was the guardian of one interest
more than another, and he would interfere over
and over again as often as stockholders, bond-
holders, employees, shippers, ete., could per-
suade him that they had a grlevance. He would

751b4d,, p. 216.
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do mischief over and over_again, but he would not
do intenticnal injustice.7

Another even more sericus economic consequence of
speculative legislation is its ironic propensity to pro-
duce the opposite results of those intended by the legis~
lation. Sumner notes a number of cases of this curious

77

phenomenon in his writings, and attributes part of

the reason for it to the fact that "our solutions have a
far greater chance to be wrong than to be right."78

A better explanation, however, and a more analytical
one, is that most speculative legislation interferes with
the laws of =upply and demand such that the oppesite pri.
vate economic behavior from that intended by the legisla-
tion is entouraged, Sumer was familiar with this explan-
ation (illustrated best in Herbert Spencer's Social Sta-
5153’79

ciples many times in his examination of such items as tar-

to which Sumner had accessg) and applies its prin.

iffs, railroad legislatrion, paper money and usury laws,
In these instances, the speculative legislation does not

produce the rogulte intendod bocause (1) the cost side nf

T61p1d., p. 217.

77Sumner,‘5pecnlative Legislation,” The Challenge of
Facta, . s» P« 219, See also, Sumner, "Protectionism, e
=1sm Which Teaches that Waste Makes Wealth," JThe Forgotten
Man, , ., P. 25, and Starr, William G¥aham Sumner, p.

788ummer, "Specularive Legislation," The Challenge of

Facte, ., ., D. 219,

798pencer, Social Statics, pp. 339-347.
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the economic account is never examined, (2) the legisla-
tive enactments forbid desirable economic activities which
the interested parties then attempt to attain through
other less conventional economic¢ maneuvers, and (3) gove
ernmental interference with the price mechanism induces
exactly the opposite private action from that which is
intended.

As an example to demonstrate the above theory, to fix
a price below an equilibrium rate in order to ease a short-
age actually encourages a more serious shortage, since low
rrices lead to an increase in guantity demanded and a de-
crease in quantity supplied, In a more specific example,
usury laws and the Interstate Commerce ACt both tend to
produce the opposite results from those intended., Usury
laws, instead of helping the poor, middle class consumer
and saver--as intended--have actually hurt him, since
usury laws force banks to overigsue, and the overigsue
of notes frequently leads to panic and bank default.so
The ILntersatate Commcrac Act, inctoad of promoting compo-
tition and efficiency has, through its “short-haul®” clause,
helped promote inefficiencies and diseconomies of acale,
while at the same time giving unneeded impetus to rail-

road merger angd paolxng.al Similar illustrations are alsco

80william Graham Sumner, A History of Bankinz in the
United States (New York: The Journal of Commerce and Comm-~
ercial Bulletin, 1896), p. 182,

Slsumner, *Speculative Legislation," The Challenge of
Fﬂcts. | B B | PP. 217-216.
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applicable in the case of tariffs.sz
Thus, speculative legislation is politically undesir-
able becausgse it tends to nullify any meaningful concept
of civil liberty, and economically undesirable because
it leads to rigidities, inefficliencies, and a misalloca-
tion of resources that waste capital and frequently pro-
duce perverse results, Sumner repeats sgain and again
that only werk and self-denlal can create wealth and wel-
fare: all that speculative legislation does is slmply
Wget in the way" and make things harder.83 He concludes
in frustration that "the greatest reforms which could now

be accomplished would consist in undoing the work of

statasman in tha past.”84

Monopoly and Accumalations of Capital

It is crucial to note that Sumner makes a careful
distinction between wealth obtained by plutocratic privi-
lege, and the legitimate accumulation of wealth or capi-
tal on a fiee poaket, Flutocracy necessarily involved
arbitrary economic advantages, and a plutocrat is "e cap-
italist who uses the power of capital for political,

rather than industrial purposes, corrupting the political

stummer, "Protectioniam, The <Ism Which Teaches that
Waste Makes Wealth," The Forgotten Man s P. 23.
83

Sumner, Collected Esgaya, ¢ o, Ps 92,
848ummer, What Social Classes, . ,, Pp. 102-103,
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system while obtaining monopolies, franchises, and other
special privileges.”ss With these advantages he can ex-
ploit his competitors--if he has any--and the unsuspect-
ing consumer. This misuse of political power to rig eco-
nomic markets is a prostitution of the purpose of rcpubli-
can government and antithetical to the concept of civil
liberty, Sumner condemns this use of power in no uncer-
tain terms, But he lauds the operations of the legitimate
tapitalietr ar bhusinessman who, through intelligence and
aelf-denial, obtains his wealin by the production and dis-

tribution of productts on a freeu(unhampered) marioatr. is

increase in wealth and capital is an increase in economic
power, OrL an increase in man's ability to extract goods

from nacure.86

(See Chapter Three.,) Since Sumner main-
taing thav "at present the power of capital is social

and industrial and only in a small degree political,” and
since capital and aggregations of wealth have not--as a
general rule-~bean "put to mischievous use,¥ he con¢ludes
that the "“power" of most corporations, trusts, and indus-
trialists is mostly economic, non-plutocratic and, there-

fore, not reproachable.87 In fact, it is these very ag-

8

SStow rYersons, ed, Social Darwinlsm: SeleCted Essays
of w§111am Graham Sumner (New Jersey: Prentice Hall, ilnc,,
13’Po .

Bﬁsummer, "Economics and Poliucs," The William Gra-

ham Sumner Papers, p. I.

Blmaurice R. Davieé, ed. Sumner Today: Selected Essays
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gregations of wealth and capital that make modern indus-
trial civilization peasible, The only capitalists who
are condemnable are those who use legitimately earned in-
come tu lobby for speclal favurs and prlivileges, or who
live off the earnings and spoils of tarlffs and subsidies.

Some 1llustrations may be helpful here. 1t has pre-
viously been mentioned that Sumner does not frown on ag-
gregations of capital, nor does he frown on the institu-
tional mechanisms within which these aggregations fre-
quently develop~-the joint stock company or the trust.
Both are the cause and effect of economic development,
and both are “nothing but. . .new devices in the applica-
tion of capital to industry and commerce.“gs in the vast
majority of cases, neither has anything to do with pluto-
cracy.sg

On the other hand, one 0of the greatest plutocratic
devices is the state.granted Yartificial monopoly," or
the extension of special privileges to specific individ-
wals or firms, and the entry of regulation into specific
economic activities. Artificial monopolies necessarily
forbid competition by so favering the desighated firms

that effective ocutside competition becomes impossible.

of Will G Yumner (New Haven: Yale University Press,
i s Ps 109, BSee also, lbid., p. 104, and Sumner, "The
Forgotten Man," The Forgotten Man, , ., P. 269.

SBSumner, "Some Words on Financial Crises," The Wil-
liasm Graham Sumner Papem, PP. 3-4.

SQSummer, "The Forgotten Man," The Forpotten Man,...
pPp. 268-269,
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Sumner holds that America has more of this kind of mono-
poly than any other country in the world, and is not a
"free country because of it."go Again, this is a plute-
cratic situation, and completely condemnable from either
a political or economic point of view.

A possible third area of confusion is the issue of

matural monopoly.” Az Sumner demonstrates, natural mono-

poly is the '"normal state of things" until men advance

capital and competition far encugh to "break it down."

It is easily perceived, upon a view of facts,
that monopoly is in the order of nature, and
that it predominates over all the most funda-
mental relations of man to the earth on which
he lives, 1t is pot a product of civilizarion,
or a result of the capitalistic organization,
or an inventisn of the bourgeoisie, as is so
often asserted, If then any one desires to de-
claim against it, he must understand that he

is at war, mot with human institutig?s,but with
facts in the order of the universe.

Sumner maintains that sometimes, because of Tthe very na-
ture of the thing~-its existence in time and gpace--or
because of the very special nature of the economic con-
tcxt, a natural monepoly dovolops (or moro aacuratcly,
prevails) within which competition is either impossible

or unwarranted, He ¢ites such examples as managerial tal-

ent,92 zas, water, electricity, books, most transportation

901pia,, p. 282.
9:lS‘m:mw_r-', “Anorher Chapter on Monopoly,Y Earth.Hun-
E€Le 8. .29 Po 249,

923ummer, "Ig Liberty A Lost Blessing?," Earth.Hun-
Bera. ..a, P. 134,
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facilities and, especially railroads; these are monopolies
of sorts which grow out ¢of the nature of the context within
which the activity is carried on, and not from the direct
or indirect intentions of man,

The transmission of intelligence by telegrarh
is a natural monopoly. . .The physical difficul-
ties of reduplicating the apparatus within the
limits of space where it must be used produce
this nectessity. The organization for this pur-
pose which has the most widely extended appara=-
tus, which can reach the greatest number of
points, and which is ready to take any business

at any time and perform it with the least doubt
or delay, will always have an advantage in con-

petition for business, if there is competition,
which will enable it to advance to a monopoly.
The reasons lie in the natural conditions of
the buginess and there %s, a3 yet, no means
known for escaping 1e.9

Thus, there are monopolies! where the "physical condirions
of the space within which the apparatus must lie make it

n94

impassible to bring competition te bear. They are

founded in "the order of nature," and Yno one is to blame

for them."gs

Again, thies type of monopoly has nothing
to do with plutocracy,

The guestion, of couxrse, axiscs as to what Jumues
thinks should be done about monopely., Plutecratic mono-
poly=-artificlal monopoly-=-can and should be stopped by

separatring economic and political power, that is, by deny-

93Sumnar, A Group of Natural Monopolies," Earth=
Hunger, . ., Pe 245,

% 1bid., pp. 265-246.

95Lbid., Pe 248.
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ing to economic interests the advantages of speculative
1egigtatian-g6 Strict enforcement of the principles of
republican government would neither help nor hinder the
actione of private enterprise. Summer fanght thraughout
his entire intellectual career for this policy, and
against plutocratic tariffs, arbitrary privileges, and
special favors granted to some business groups vis~a-vis
others.97 To eliminate these devices would be ecnough to
restore competition in those areas, or at least to make
compecrlitlon posslble agalr.

Natural monopoly is a particular problem, and one
without easy solution, Sumner admits that a case for io-
telligent regulation can be made, but declines to endorse
any specific solution since he maintains that no rational
legislative plan has as yet been offered.98 He bellieves

that a sensible plan of action is to "push on to the next

stage / of industrialization / in which the progress of

96”P1utocracy, as we have seen, consists in the poli-

tical power of capital. 1If cavital were excluded from all
interest in state action, and thrown upon the laws of the

market, there would remain only that power of capital
which is rooted in the industrial and social order, which
nothing can set aaside or overcome, I1f there were no longer
any legislative monopolies nor any legislative guarantee or
natural monopolies, the only monopolies which would remain
would be such as no one can abolish.® Sumner, "Separation
of State and Market,! Earth Hunger., . ., pp. 310-311.

9Marice R, Davie, William Graham Sumner (New York:
Thomas Y, Crowell Company, 15335, pPDP. 29-34,

27288umner, BThe State and Monopoly,! Earth er a0
Ps .
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invention or the modifications of process are likely to
bring in competition in a manncr disagtrous te the mono-
polies, . .“99 It is wrong to legislate and "interfere
wicth the develoypment vf some glgantlc interest, under the
annoyance of some temporary phase of the problem. . .";
competition and evolutilonary change will in time-~-as they
have done in the past--destroy the monopoly positions of

certain activities.lco

Trying to ¢ontrol or regulate the
trusts or pools themselves "will arrest the industrial
forceg in their development on which our social well«be-
ing depends," and delay the advances in industry, techno-
logy and invention which, ultimately, mean fhe breakdown

101 Sumner is con-

of the trusts and pools themselves,
vinced that society cannot keep the advantages and com=
forts of industrial civilization, while attacking~~throﬁgh
legisiation~-""3he social institutions by which the creation
of capital is secured." He would rather see society pay
the price of temporary natural monopoly, than lose the come
forts of a civilization wrought by large scale industry.ioz
Thus, since some monopely is “matural," not man-made, and

since man can do little in a constructive manner through

QQSummer, ®*Another Chapter on Monopoly," Earthiun.
88, o s> P 2353,

27:003umner, “The State and Monopoly," Earth-Hunger,,.,
P¢ [ ]

1OISumner, "Another Chapter on Monopely," EartheHun=-
Eefs s o5 Pe 233,

lozlb;l.d., Pe 252,
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legislation about it, it is best to leave its solution
to evolutionary economic forces,

Hence, as can be seen in this section, Sumner seeks
to distinguish carefully between economic and political
power, between wealth created and applied on a free mar-
ket, and that exploited by privilege on a rigged market,
To Iump these two distinet concepts together=~as if all
wealth and capital accumilation were plutocratic, and
therefore politically dangerous-=is to blur Sumner's poli-
tical economy beyond recognition and intelligibility,
Unfortunately for an understanding of his political eco-
nomy, most of his critics have managed to blur this dis~

ti.nction.w3

The Forgotten Man

Besides opposing speculative legislation for politi-
cal and economic reasons, Sumner also opposes it because
it is the netessary tendency for all speculative legisla-

104

tion to Yeorucsh out the middls claas t Sumner holds
that the real burden of all social legislation and pluto-

cratic schemes necassarily falls on the great middle clags

103
See, for example, Charles Hunt Fage, Class and

American Sociolosy: From Ward to Ross (New York: al
Press, 1 s PPs 89-94, Or see, L. L. Bernard, Jessie

Bernard, erican Scciology (New York: Thomas
Y. Crowell Company, 15335, PP. 36&-5%%,

IOASumnar, "What Makes the Rich Richer and the Poor
Poorer," The Challenge of Facts, . .. P« 70.
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of “forgotten men,” those hard working, average <¢itizens,
who are ultimatvely rorced to pay~-through taxes, nlgher
prices, or wasted capital--for all so-called social wel-
fare measures.los He uses economic history, and espece
jally the history of the Roman Empire, to demonstrate this,
In the Roman Empire, military duty, violence, insecurity
of property, forced almsgiving, poor laws, and especlally
taxation "pressed hardest on thosge who, under the condi-
tions of their position in life and the demands which were
made upon them were trying to save capital and improve
their circumstance, The heavier it became, the faster it
crushed out this class of persons. . ."106 The modern
economic counterpart of this phenomenon is, he maintains,
"the effect of taxation in this country, to drive out the
small men and to throw special lines of industry into the
hands of a few large capitalists."107

Sumner is convinced that the state must both fulfill
its legitimate functions~-that is, to preserve and pro-
tect order, justice and private property--and aveid at
the same time the plutocratic devices of speculative leg-

islation, if it is to prevent the destruction of the middle

IOSSumne::, "The Forgotten Man," The Forgotten Man,;s,
pp. 491-492,

1063umner, WWhat Makes the Rich Richer,” The Challenge

of Fagts, , ., Pse 74, {(The tense in this yuote has Leen
changed to agree with the tense of the paper.)

1071044, p. 74.
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class,

1f the state does not do its work properly, such
classes, representing the wide distribution of
comfort and well-being, will die out. I1f the
state itself gives license to robbery and spu=
liation, or enforces almsgiving, it is working
to destroy the whole middie class, and to di-
vide society into two great classes, the rich
who are growing richer, not by industry but by
gspoliation, and the poor who are growving poorigg
not by industrial weakness but by oppression.
To understand why Sumner came to these conclusions and
why these views reinforce his adoption of a political eco-
nomy of laissez~faire, it is necessary to examine his con-

¢ception of the "forgotten man,"

Forgotten Man Defined

For Sumner, the "forgotten man" is the "simple, hon-
est laborer, ready to earm his living by productive work";
he is independent, self~-supporting, and asks no favors.Iog
He ¢an be either a small businessman or a commorn laborer;
the important point is that he 1s not al“burden,” %an ob-
ject of sentiment,” or an "object of charitable aid and
protection,” He is simply a clean, responsible, bard work-
ing middle ¢lass person who minds his own busginesa, and ex-
pects other people to mind theirs. Sumner maintains that

becaus he is "quiet" and makes no "clamor," but goes on

10810:4., p. 75,

logFor a general discussion of the "forgotten man,"
see, Sumner, "The Forgotten Man," The Forgotten Man....,
Pp. 4652495,
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about his work and responsibilities in his own way, he
is forgotten, DBecause he demands nothing, asks for no
help, arocuses no sentiment either from economists or
statesmen, is the object of no crusades or causes, and
attracts no controversy, he is disregarded and forgotten.
Consequently, all the burdens of social and speculative
legislation are conveniently laid or him or her, for the
forgotten man "is not seldom a woman."llo

The burdens are levied on the forgotten man by the
¥social doctors® or leglslators who decide what the for-
gotten man shall do for the lazy, the shiftless and the
irresponsible, It is important to note here that the in-
tended beneficiaries of soclal legislation are not the
paupers or the physically incapacitated--Sumner maintains
that these are "an inevitable charge on societyf-.~but are
instead the "sghiftless. . .the imprudent. . .the negli-
gent, . .the impractical, . .the inefficient. . .the idle
« » othe intemperate. . .the extravagent and the vicious,nlll
Buanex"s forgotten man becomes the acape-goat and the bur-
den-bearer of all speculative proposals since he makes up
the great bulk of the population which will inevitably be
called upon to shoulder the cost of these proposals.

Sumner's opposition to speculative legislation on

economic grounds has already been examined, The schemes

1101p3a., pp. 491-492.
Ml1pia.. o 475.
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waste precious capital, or "force," which if given o
auppert o chiftlece and good-for-nothing person is =20
much diverted from some other employment and that means
from somebody else. « s« If you give a loaf of bread to
a pauper, you cannot give the same loaf to a laborer, 112
Capital or consumers' goods sent ane way cannot be sent
another, The real victim of wasted capital is, again,
the Yindustrious laborer" who never acquires the benefit
of what that capital would have reproduced if it had been
directly invested, or allowed to reproduce itselt in 4

savings hﬂnk.lls

Morality and legislation
In the second instance, the speculative leglsliation
which requires the forgotten man to "bear the cost and
schemes for making everybody happy" is "immoral teo the
very last degree, and opposed to the simplest common -
114

sense," Welfare legislation clearly offends Sumner's

conception of justice and proper ethical behavior.lls He

holds that it is wrong to tell a man who has already taken

N21p34,, pp. 475-476.
llssumner, "On the Case of a Certain Man Who 1s Never

Thought O0f,% War, ., ., p. 248. See almo, Davie, Sumper
Tﬁdaz, Pa 12,
114

Sumner, "The Forgotten Man," The Forgott
p. 493, And, Sumncr, "The Shifting of Reeponesibilicy,®

The Challenge of Facts, . ., P. 198.
1151p34d,, pp. 193-198.
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care of himself and his family, that now "it is his duty
to go and take care of some of hisz negligent neighbors
O« « -0 pay an inspector to go., . "

It is all wrong to preach to the Forgotten Man

that it is his duty to go and remedy other peo-

ple's neglect, It is not his duty. It is a

harsh and unjust burden which is laid upon him,

and it is only the more unjust because no one

thinks of him thn laying the burden so that

it falls on him,116
Sumner holds that it is unjust and morally wrong to shift
personal responsibilities from rthose who have been neglia.
gent in their duties to those forgotten men who have not.117
It is unjust and morally wrong to require the men who have
earned wealth on a free market to support those who have
not. To require those with ability to produce in accord-
ance with the needs.of others, is to designate the capable
ag slaves and the incapable as slothe --and maatera.lla
And, to reverse the “distribution of rewards and punish-
ments between those who have done their duty, and those
who have not" is a wvicious, cruel "scheme for making in-

X119

Justice prevall in human soclery. sumner Thius opposes

IIGSumnar,_"The Case of the Forgotten Man Further Con-

sidered," War, . ., PP. 259-260,

117Summer, "First Steps Toward a Millennium," Earth-
Ez_llg_mer. a3t Pp. 97"98:

1184 115am Graham Sumner, "Syllabus of Six Lectures,"

Ihe Sumner-Keller Collection, Box 33, Lecture 4, Higtori-
cal Manuscripts Department, Yale University Library), p. 7.

1
1*QSummr, "The Case of the Forgotten Man Further Con-
si’dered,u Hﬁ;‘ » A w ﬂl 258.
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all such legislation on the grounds that while its inten-
tions may be noble, ita means, examples, and consequences
are clearly immoral. Social legislation is poor economics
and worse morality since both aspects work undeserved, un-
warranted hardships on the forgotten man, and, ultimately,

tend to erusk the middle class underfoot.

Summation

In a final summation of Sumnert's position with regard
to political economy, it can be stated that he supports
laigsez-faire and condemns plutocracy because: (1) poli-
tically, plutocracy tends to destroy any meaningful concep-
tion of civil iiberty. (2) Economiecally, plutocracy in-
vites rigidities, inefficiencies, a misallocation of re~
sources, and a general waste of productive capital which,
in combination, tend to lower product and slow economlc
growth and development, (3) Ethically, plutocracy is im-
moral because it shifts the personal responsibility of sus-
Ltalning life from one person to another, and makes e
Hinnocent® pay for the neglected duties of the fguiltyl
destroying the middle class in the process, Thils is the
heart of his political economy and the major reason for

ixs philosophy of non-interference.



CHAPTER FIVE.
LABOR: WAGES, UNIONS, AND STRIKES

The next three chapters will be specific applicva--
tions of the principles of political economy developed
earlier in this study. Thelr purpose is to test the rel-
evancy, consistency, and applicability of Sumner's ideas
to gome real issues in the economic world, The "labor
gquestion" will be examined firast.

For Sumner, the "labor question! centers around
three interrelated issues: (1) the determination of wages
and wage rates; (2) the role and legitimate function of
unions; and (3) the purpose and consequence of economic
strikes; The following section will review Summer's exam-

ination of the determination of the rate of wages.

Wages
He holds that a wage is a payment per unit of time

made by an employer to an employee, in exchange for pro-
ductive servicres. A wages system is an aggregation of
such relationships, and exisis "only where the ratio of
population to land ig surh that a class is differentiated
which, having no capital or land, is dependent day by day
for support on a contract raolatiom with thase who have

w89
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capital.“l Thus, a4 wages system is not the only possible
technique foxr dietributing labox payments--othex eyctoms
have existed throughout economic histery--but it is a
apecial type, and arises only in particulacr clocuustances,

Wages are a cost of production to the employer, and
arise at the beginning of what Sumner refers to as a
Hperiod of production."2 In a "period of production,”
labor and fixed capital combine their energles to work
Up raw materials into marketable commodities. The pay-
ments to these factors of production come out of capital
accumulated from previous "periods of production." When
the product is finally completed, priced, and sold--in
accordance with the laws of supply and demand--the orig-
inal capital consumed in production is replenished, and
any profits which arise are returned to the capitalist,
Now everything is ready for another production period.

Sumner holds that the wages paid the employee or,
conversely, the cost of the labor factor to the employer,
is a function of the supply and demand for labor,

The rate of wages is determined, like every

other case of value, by supply and demand,

The total capital will be divided between

wages, raw ?aterials, and capltal, by supply

and demand.

Supply and demand "are the relations which bind men to-

1Sumner, Collected Esgsays, . ., p. 253.
Z1bid,, pp. 253-254.

31pid., p. 258.
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gether into a human society for co-operation and high or=
sanization in a joint cffort to win the supplies of ufe.“4
They are the "ultimate forc¢e or fact" which faces the eco-
nomiat, and they ¢an be represented by “two curves cutting
each other; that is to say, by two simultaneous equations
between two variables.“s 1f markets are free, supply and
demand tend to clear markets,

Thus, the determination of wage rates 1is solely a
function of the supply and demand for labor in the labor
farket. 1in a given period of production, wages are not
determined or affected by the price of the product or the
level of profits, These factors arise and are important
only after costs have been incurred and, therefore, can-
not effect costs in any direct way. For Summner, determin-
ing the rate of wages is analogous to determining the
weight of a manj although a man's weight in the future
may depend on a number of factors and may, of course,
change, his weight now is determined solely by "gravity
acting on the mass of his body." The same is true, analo-
gously, with wage rates,

it is asked, what determines the weight of

a2 man? The answer is, gravity acting on the

magss of his body. No, M. Leroy-Beaulieu would

say, that is a formula of inflexible dogma of

the principle physcists., The weight of a man
is determined by the fact that, if he has a

A1pid., p. 249.

31bid,
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good constitution, good health, good diet,
obeys hyglenic zxules, does not work too haxd,
logses no limb by accident, etc. . ., his
weight may increase from ore time to another.
Such errors would not be possible in any
gcience bur polirical economy, but recent
literature is largely made up of just such
confused thinking and reasoning. The rate
of wages is the rate at which services are
exchanged for means of subsistence under
free contract and competition. It is there-
fore determined by supply and demand, like
rice, rate of interest, rate of foreign
exchange, and all cthecr cases of value,®

Since demand and supply are so important, it is
necessary to get some idea of what Sumner has in mind
here, In the first place, he holds that men have not
always been in economic demand; in fact, it is a "most
extraordinary state of things on earthe.a revolutione-

when men are in demand," when some men will actually

pay for the presence of other men.7

Much more is it a remarkable idea that men in
general should ever be in demand., . . We are
not needed here at all; the world existed no
one knows how long without any men on i§,

They were never missed by the other forms of
nature, . . Ihere is no need for man and no
demand fgr man, in nature; it ic complete with-

out nhim.* (italiTs added. )
The factor which forces the "revolution," and sustains

The etonomic demand for men is the existence of capital,

61bid., pp. 260-261,

7Sumncr, tThe Demand for Men," The Challensge of
Facts +s P, 113,

BIQLdQ Ll PP. 1}.2"113-
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An economi¢ demand is one which is backed up

by an equivalent offered in reward for & sat-
isefartion of it, and the demand for men is sub~-
ject to the same interpretation, or it is a
fictinn, The payment which must be brought in-
to the labor market as an equivalent to support
the demand for men is moans of gubsistenca; if
men are wanted they must be subsisted, and they
must be subgisted in such rich measure that
they can sustain not only themselves, but also
wives and little ones to maintain the increase...

The means of subsistence are capital-pro-
ducts which men who are already here have made
and are ready t¢ share with new-comers, &as a
means to persuade others to come, This is the
demand for men. . . The case which is new, anom-
alous, astound , is the one in which the men
who are already here not only do not dread new-
comers or treat them with hostility, but even
pay them, out of the products of their own pre-
vious labor, to come, That is a true demand
for men, YBen it arises, men rise in market
value, ¢ »

It is therefare, the demand for men, consisting

in the capital and tools on hand, ready for

their support and use, which maintains a number

of men on a level where they can struggle to

get all the material welfarc wh1c¥ the laboxr

market really holds for them. . . 1
Thus, capital and capital goods sustain the demand for
men by providing the "means of subsistence" by which the
demand for labor is effectuated. The greater the amount
of capital and capital goods, the greater the demand for
men and the higher "the average rate of comfort for all."

Conversely, if "men are too numerous for the means of

9Ibid,., pp. 114-115.

107p34,, p. 115.

118umnar, "What the Social Question Is,” The Challenge
of Facts, , ., P, 132.
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subsistence, the struggle for existence is fierce."lz
If a man finds himgelf covexr-abundant or unskilled rela-
tive to other men, he can expect to Mwin but meager sub-
sistence trom the stock of food, clothing, etc, . .in the
market."ls

Hence, although wages are determined by supply and
demand, the important point to note is that supply and
demand themselves are influenced by a wvariety of factors.
Sumner is quite aware, for instance, that the level of
immigration, and the degree of skill a productive worker
acquires are important elements influencing the position
of supply and demand curves, and, thus, of wage rates,
Wages are high in the United States because employers
with huge accumulations of capital demand skilled workers
in short supply, Surprisingly enough, however, Sumner be~
lieves that immigration raises wages, since this vela-
tively cost-free labor produces more "means of subsig-
tance” than it subtracts from the social product, thus
increasing the demand for men.14

Sumner maintains that wages are paid out of capital

and not out of producte«that is, not out of the revenues

derived from the sale of the product, The wage 1s set

1ZSumner, "The Significance of the Demand for Men,"
The Challenge of Facts, , ,, PP. 120-121.

131pid., p. 121.

1&Sumner, "The Demand for Men," The Challenge of
Facts, . . P. 116.
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by the supply and demand for labor at the start of a per-
iod of production; it ig at this point that the contract
is made and the cost is incurred,

The notion that wages ever can be paid out
of product is the most ridiculous notion which
has ever been introduced into political econo-
my. It would mean that a man who was tilling
the ground in June could eat the crop he ex-
pected to have in September, or that a tailor

could be wearing the toat which he was making,
Menn could then eat their jintentions, wear 15
their hopes, and be warmed by their promises.

Since wage rates are unrelated to producf, they are, cor-
respondingly, unrelated to product prices, Sumner holds
that there is no direct relationship between the cost of

labor and the price of the product, nor can a rise in the
cost of labor force up the price of products,

A person who comes into the market, there-
fore, with something to sell, cannot raise the
price of it because he wants to do so, or bew
cause his "cost of production' has been raise..
He has already pushed the market to the utmost,
and raised the price as high as supply and de-
mand would allow, S0 as to win ag large profits
as he could, How then can he raise it further,
just because his own circumstances make it de-
sirable for him so to de? If the market stands
so that he can raimse his price, he will de i%,

whether his cost of production has increased
or not, .

If the employer could simply add any increase
of wages to his price, and so recoup himself at
the expense of the consumer, no employer would
hold out long agalnst a strike., Why should he?

155umner, Collected Ensays, » .+ Ps 253,

lssumner, ¥Strikes and the Industrial Organization,®
The Forgotten Man., , ., P. 251.
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Why should he undertake loss, worry, and Y?r,
for the sake of the consumers behind him?

1f an employer should say to his men, "My
business is not prosperous like that of my
neighbors, I want you to work for me for §2
a day, altho the market rate which you could
get is $2,25".-he would not deserve a respect-
ful reply. Nelther is there any sense at all
in the demand of the men, if they say to the
employer, "Your business is exceptionally
proaperous, and we want you to give us $2,25,
altho the m%fget rate which we could get else-
where is §$2!

1f there is no direct relationship between product
prices and wages, there is also no direct relationship
between profits which come ocut of product, and wages
which come out of capital, There is, correspondingly,
no antagonism between profits and wages,

It is clear that wages and profits are not parts
of the same whole, Wages were in capital at the be-
ginning of the period of production; profits are
in the product at its close. We cannot establish
any equation between the wages and the total capi-
tal, or the profits and the total product, or the
total capital and the total product. How then

can we establish an equation between wages and pro-
fite gn ag to determine the effect on one of varia-
tions of the other?l

The facts are that wages are determined by demand and sup-
ply in the labor market, Product prices (and, accordingly,
profits) are determined by the demand and supply for com-
modities in the product market. The markets are distinct

and separate, and one set of forces has no direct relation-

7
1 Ibido) ppo 249"’2500

lasummer, Collected Es8ayS. « «3 P 233,

191pid., p. 254.
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ahip with the other.

Altnough Sumner maintainsg that there is no direct
relationghip between wages and profits, he does, of
course, admit an indirect relationship in the long run.
It must be remembered that he is trying to explain the
determination of a wage rate; his theory is almost com-
pletely short run, He admits, for instance, that in the
long run (after more than one period of production) pro-
duct and profits may influence wages. Lf capital sus-
tains the demand for men, anything which expands capital
will, eventually, affect wages.

If the product and profit of the last period

were large, the accumulation of capital will

be large~-~that is, the stock of supplies for
laborers in the next period will be great;

but it is not until the next period, and af-

orvages can be pmoduced g0 TUAT BN sErect
Thue, all sorts of factors may influence wages or the
level of wages over time, although, for Sumner, only the
supply and demand for labor determine the wage rate at
any given instant.

Sumner places great faith in the laws of supply and
demand, although he acknowledges that the laws do not nec-
essarily operate by themselves. In fact, the great eco-
nomic laws of value asaume that auppliers and demanders,

and all economic agents, will seek out--to the best of

their ability and powor--their own gelf-intorest. Ag Sum.
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ner says:
Supply and demand does not mean that the social
forces will operate of themselves; the law, ag
laid down, assumes that every party will struggle
to the utmost for its interesta--if 1t doea not
do so, it will lose its interests. Buyers and
sellers, borrowers and lenders, landlords and
tenants, employers and employees, and all other
parties to contracts, must be expected to de~
velop their interests fully in the competition
and struggle of life,?2l

The rwo most imporrant institutional devices in the area

of wage determination for enforcing the laws of supply
and demand, and extracting from the market the maximum
amount that it can supply, are labor unions and strikes,
The following sections will examine the role that Sumner

envisions for these important economic tools,

Unions and Strikes

Sumner considers labor unions legitimate and legal
units for the promotion of worker economic welfare.zz He
states in clear language that they can be used to attempt
to raise wages, spread information, and keep worker mo-
rale at high levels. They c¢an and should also be used
to regulate numerous matters of importance such as health
and safety conditions in the factory and the hours and

age requirements for women and children workers.z3 Al-

ZISumner, Strikes and the Industrial Organization,"
The Forgotten Man, , ., P. 252,

22

23191§.. pp. 82-83.

Sumner,"What Social Classes, . .," pp. 78-85,
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though trade unions are not "natural' in the United

States, «xi will find Lie American worker difficult o
organize for a number of reasons, the unions are surely

free LO try, and TO press all non-violent demands they

wish, even by threat of strike 1f necessary.za

Trades~unions, then, are right and useful,
and it may be thar they are necessary. They
may do much by way of true economic means to
raise wages. They are useful to spread infor-
mation, to maintain esprit de corps, to ele~
vate the public opinion of the class, Thsg
have been greatly abused in the past. . .

Trades-unions need development, correction,
and perfection, They ought, however, to get
this from the men themselves., . .Especially
tradegs-iinione ought to be terfected s$o ag to
undertake a great range of improvement duties
for which we now rely on government inspec-
tion, which never gives what we need., The
safety of workmen from machinery, the ventila-
tion and sanitary arrangements required by
factories, the special precautions of certain
processes, the hours of labor of women and
children, the 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 want tQ be pro-
tected they must protect themselves.?Z

The most powerful union device for determining lab-
or's fair share of national income is the strike, or the
threat of strike, OStrikes~-non-violent of course~-are

legitimate tools of industrial combat, and Sumner makes

2410id., p. 80.

291p34., p. 81.
261h3id,, pp. 82-83.
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this point quite explicitly, Strikes are Costly and in-
volve heavy responsibility, but, if rationally begun and
intelligently conducted, they do indeed "test the market,"27
Of course, thelr effectiveness is always in doeubt, and
will vary from industry to industry depending upon a num-
ber of considerations.28

Nevertheless, Sumner considers most strikes to be
foolish because they are incapable of achieving their in-
tended objectives, He is convinced, for instance, that
no strike in Britain or in the United States in the past
forty vears (1844-1884) had been worth the expense, and
that most strikes, especially for higher wages, could
never obtain intended goals. They do not achieve their
intended results because strikes wagte capital and dis~
cupt production; in Sumner's system, wages can never rise
while production is decreasing and precious capital is
being wasﬁed.zg A gtrike ig alao difficult because it
attempts Yto move the whole industrial organization, in
which all the parts are inter~dependent and intcr-support
ing. It is not, indeed, impossible to do this, although

u30

it is very difficult, Thus he considers most strikes

27Sumner, "Strikes and the Industrial Organization,"
The Forsotten Man, . 2.3 Pa 252,

zssumner, "The Philogsophy of Strikes," The Forgotten
Mﬂng s w3 Pe 244.

ngumner, What Social ClasseS. . ., P« 79-80.

308umner, #Strikes and the Industrial Organization,”
The Forgotten Manm. . ., D. 251.
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{1l-advised. They are, however, perfectly legitimate
labor tactics, and may be used more effectively for remedy-
ing specific grievances, such as the improvement of workw
ing conditions.

Sumner considers "industrial war® normal and natural,
and ultimately the only way of "solving questions which
can never be solved in any other way."31 In fact, strikes
and industrial disputes are positive proof that the labor-
ing classes are “well off and gaining," since men on the
verge of starvation do not strike for higher wages or any-
-thing else.32 He would suggest nothing to curb labor's
right to strike nor, on the other hand, would he propose
anything to force management to concede to trade union
demands. To force arbitration or to impose coercive con-
tracts--a relarionship "which might serve as a definition
of slavery"--is completely antipathetic to his notion of
civil liberty.ss Sumner recognlzes the monopoly aspects
of uniong-~their ability to restrict the competition of

Lakhaprawre with earh othere-and compares their tactics to

those of the corporate trust:s.34 But, as with industry,
31$umner, Do We Want Industrial Peace?!® War,.., P. 236
BZSummer, hat Fmancipates," The Challense of
Facts, . ., P. 139.
33Sumner, "Do We Want Industrial Peacel," War, , ..

pp. 233-234,

34Sumner, #Trusts and Trade Unions," The Forgotten
Man, . ., P. 262.
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he proposes no significant legislation either to encourage
or discourage their formation and operations. As is the
case with industrial trusts, unions are "a product of the
same age and the same forces."35 They are natural and
inevitable economic organizations which, unfortunately,
have suffered great political and judicial abuse through-
out most of their history. Generally they should be let
alone to seek their own selfwinterest, or the united seli-
interest of their members: the only stipulation is that
affarte he pesncgful.

As an example of one specific labor proﬁleﬁ, Sumner
warne industrial labor to be ready and able to adapt it-
self to a changing technology, and not to fear the effects
of automation.36 He rejects the notion that "the effect
of the extension of capital, especially in the form of
machinery, i to displace human labor."

That opinion is superficial and erronecus; the

more complex the tools or machines, the more de-

pendent the owner is on hired help to work them

for him. The railroads do not employ fewer men

than the canals and stage c¢oaches which they
displaced; the gsewing machine does not give work
TO fewer women than the old hand sewing; a new
loom calls for more help at another point or

the number of new looms is multiplied until they
need as much labor as the old ones. All these

changeg raise the social organization to higher
power, 7

33ibid., p. 171.
36Sumner, "Do We Want Industrial Peace?," War, , .,

P. 239. See also, Sumner, "Who Wins by Progress?," Ihe
Challenge of Facta, , ., PP. 170-172,

1pid,, p. 171.
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For Sumner, the increased industrial power provided by
wachiines means more “means of subsistence" and, conse-
guently, increases in the demand for labor services; the
ultimate effect 1s to raise labor's wage, and confer most

of the benefits of an advancing industrial civilization

on the great middle class.38

In brief summation, Sumner feels that the wage rate
is an economic phenomenon, determined by the supply and
demand for labor at some given instant, Since no single
employer or employee can affect supply and demand, man
is bound at that moment by the results of the law and can-
not get around it., 1In the short run, wages are paid out
of capital and not out of product. Over time, capital
and product increase, and increase the demand for men
and, correspondingly, raise wages. Thus he recognizes
that the variables in the "two similtaneous equations"
can change-~that population can increase or decrease, and
the demand for men can change due to a change in the arts
(technology), and, of course, cause wages to change.

But the new wage rate is still determined by demand and
supply, this time by new supply and demand curves,

Unions are legal organizations (all voluntary, non-
violent organizations are legal), and strikes are legiti-
mate tools of industrial warfare., Strikes are, however,

to be undertaken rationally and responsibly, This is

3B1bid., pp. 170-172.
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‘especially true of strikes for higher wages which, for
economic reasons, usually fail to achieve thelir intended
results. In any case, neither unions nor strikes warrant

any legislative meddling, Again, laisgsez-falre is the

best policy, since any departure from it invites economic
inefficiencies and a curtailment of civil liberty for the
parties involved, To outlaw voluntary assoclations by
legislation is wrong because it flouts the civil liberties
of the individual members, To legislate that employers
must bargain with or accept the terms demanded by the
unions flouts the civil libertiecs of the employers, If
the opportunity exists for these asgsociations to form,

the conditions of civil liberty are fulfilled.sg From

then on the outcome depends on the relative power of the

parties.

e conditions of civil liberty are fulfilled be-
cause Sumner defines liberty as "chances," See, Sumner,

"Liberty and Opportunity,” Earth-Hunger, . ., P. 180.



CHAFPTER SIX
TARIFFS

No topic in political economy aroused William Graham
Sumner's anger, wit, or moral indignation any more vio-
lently than the "protective tax" or tariff, He maintained
a running intellectual battle with the tariff, prodding
it from the classroom, the book, the speech and from the
numerous publications to which he contributed. As Hof-
stadter has put it, "free trade to Sumner was not an is-
sue to be debated, nor s reform movement to be supported,
it was an intellectual axiom."l The tariff conveniently
embodied all that wag wrong with political economy; it
was economically, politically and morally disastrous to

a free people in an industrial republic,

Tariffs and Mercantilism

As background to his argument, Sumner traces the in-
tellectual ancestry of tariffs back to mexrcantilistic eco-

nomic thought.2 The fundamental economic premise of mer-

lanstadt:er, Social Dapwipism in American. . .. P. 63,

2Sum.ner, tHistory of Paper Money-~Free Trade," The
William Graham Sumner Paper, pp. 4-10.
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cantilism had been that imports were suspect, and that
in trade "only one of two parties tn an exchange must
win.“3 Sumner maintains, however, that both parties to
an exchange gain by trade, and that trade ise in no gensea
analogous to war, which assumes that what one party loses
the other gains. Economic trade on a free intermational
or national market is of a different nature entirely; in
uncoerced trade, both partles are able to barter gooda
to mutual advantage., Both parties can gain by the exchange
gsince the measuring device is noit Lbulllun ve gold, but
economic welfare and subjective measures of satisfaction.
Thus, most mercantilistic arguments for restirictions un
trade fall by the wayside. The cheapest and freest trade
becomes the most expedient since 1t maximizes consumer sa-
tisfaction. If any intellectual theorem has been proven
valid by actual social experiment, Sumner is convinced
that it is free tpade.b Tariffs~-~and all other interfer-
ences with the '"matural” channels of trade and commerce--
are an ancient remnant of bankrupt mercantilism, and as
archaic and as old fashioned and inoperative as navigatlion
acts, poor laws, or gulld restrictions on wages and prices.

Sumner, similarly, traces the political philosophy
and political consequences of tariffs back to mercantilism,

Free trade, it must be remembered, had been only one as-

3lbid., P. 6.
qlbido3 PP. 6-70
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pect of a general liberal movement which had proclaimed
as a general rule that the freedom of political and -eco-
nomic man was a birthright, to be put above artificial
rank, privilege, oxr favor, Tariffs, on the other hend,
had simply been a mercantilistic tool designed to secure
favors and privileges for desigreotad social classes, while
at the same time serving as a perfect device to reinforce
the anti-liberal, aristocratic and militaristic establish-
ments.s Tariffs had been used effectively to sustain anti-
liberal regimes and ideoclogies, and were being used again,
in this century, in a new attempt to accomplish similar
goals, Thus, from both the political and the economic
viewpoints, Sumner holds the tariff to be an ancient, in-
efficient and anti-liberal device whose intellectual roots

are embedded in a disproven and impractical mercantilism.

Protective Tariff Defined

But what actually is a ¥Yprotective tariff" in Sumner's
system of ideas? A tariff is really a ¥"tax" on consumers
goods, an artificially maintained price which insulates
the domestic manufacturer from the rigors of foreign price
competition. He conceives a protective duty to be a domes-~
tic tax on legislatively favored goods, paid by some ciri-

zens to others by force of law and economics.6

Sibid., p. 10.

6Wi}.liam Graham Sumner, "Protective Taxes and Wages,"

Collection of Essays in Social Science, bound together for
use of classes in Yale Ceollege {New Hawven, 1883), p. 14,
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If a tax is levied at the port of entry on a for-
eign commadity which is actually imported, the tex
is paid to the treasury and produces revenue. A
protective tax is one which is laid to act as a
bar to importation, in order to keep a forelgn com-
modity out. It does nnt act protectively unless
it does act as a bar, and is not a tax on imports
but an obstruction to imports., It is a wall to
enclose the domestic producer and consumer, and

to prevent the latter frem having acceaa to any
other source of supply for his needs, in exchange
for his products, than that one which the domes-
tic producsr controls., The purpose and plan of
the device is to enable the domestic producer to
levy on the domestic consumer the taxes which the
government has set up as a harraex, but has not
collected at the port of entry,

For Sumner, this is political economy's most flagrant ex-

ample of plutocracy.

Purpose of Tariff
What is the purpose of protective tariffs? Sumner

was fond of quoting Y“protectionist" journals, and using
their definitions of terms, so that he could refute them
on their own ground., The FPhiladelphia American had de-
fined free trade as "“such an adjustment of taxes on im-
ports ae will canee no diversion of cavnital, from any chan-
nel into which it would otherwise flow, into any c¢hannel
opened 6x favored By the laglslatror which enacts the cus-

8
toms!; "a protective duty, on the other hand, has for

7Sm|ner, YProtectionism, The ~Ism Which Teaches That
Waste Makes Wealth," The Forgotten Man, , ., P. 21.

SWilliem Graham Sumner, Protectionism, The -Igm Which

Teaches That Waste Makes Wealth (New York: Henry Holt and
Company, 18855, pP. 16.
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its object to effect the diversion of a part of the cap-
ital and labor of the people out af trha channels in which
it would run otherwise, into channels favored or created
by law.“9 This definition, which Sumner.accapta completaly,
indicates that the general purpose of protective tariffs is
to rearrange legislatively the normal patterns of zpending
on and, ultimately, production of particular goods. As he
notes, the effect of this "rearrangement" is to shift auto=-
matically productive resources from “unprotected" enter-
prises to "protected” ones, with The size O The ShiIT de-~
pending upon magnitude of the Jduty and the total amount

of c¢onsumer spending on the protected item,

The Nature of Tariffs

Sumner has many thoughts about tariffs and the in-
tent and actual consequence of artificlally rearranged
trade flows. In the first place, most of the difficulty
about tariffs and trade stems from the inability of peo-
ple to recognize the basic similarity between interstate
trade within the United States, and international trade,

or trade between nationsg of the world.lo

He maintains
that no one suggests that interstate trade is harmful, or
that it is necessary to "protect® New York manufacturers

from cheap Michigan imports, No one for a minute be-

1pid., ». 17.

IOIbid., pp. 10-~11.
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lieves that the big industrial states "suck" trade and
commerce from the smaller states, or that the rich
gstates are not economically beneficial to the poorer ones,
It seems that all these things are quite clear and uncon-
troversial when related to domestic enterprise, And yet,
he continues, when the United States legislature gets
around to considering trade between nations, it suddenly
reverses its economic¢ principles, America has success-
fully annexed Texas., 30 trade with Texas is beneficial
and desirable., Amerita has not successfully annexed Mex-
ico and Manitoba, s0 trade with these foreign states is
not beneficizl, and probably needs regulating,ll Sumner
holds that this artificial distinction is ridiculous,
with no basis in theory or in fact; it is simply another
"intellectual lcftover" from an economically faulty but
spirituail& thriving mercantilism. For Sumner--as already
explalned~~unceoerced trade with anyone is beneficial to
all parties involved, and any limitations on such trade,

elther rOreign OrI AOMESTAIC, 1y evuinumlually mzuuuud.lz

111bid,, pp. 72-74. See also, William Graham Sumner,
Lecturegs on the Histo of Protection in the United States
(New York: B, P, Putnam and Sons, 1888), PPs 8+9.

12Sunmer maintains that most of the fallacious argu-~
ments for protection stem from Alexander liamilton's "Re-
port on Mamifacturing.* Sumner considers most of the prine-
ciples of political economy developed in that report to be
“"erroneous and defective in manv fundamental respects.”

Accordlng to Sumner, Hamilton mekes incorrect inferences
with respect to wages, credit, capital,money, trade and

apeg%e flow. See, Summer, Lectures on the Historv. . .,
p. .
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As a second point, Sumner holds that protectionlists
frequently forget, or simply do not completely understand,
that a rearrangement of spending and rroduction--induced
through a system of protection=~is simply an economic
transfer of resources, and that any transfer necessarily
involves a loss as well as a gain.la Thus, the announced
net gains or benefits in production described by the pro-
tectionigts are illusory; what is gained in the protected
industricas ia lost in the unprotected oncees The illuasion
is maintained by never examining or explaining the loss
in spending, resources, and product in the unprotected in-
dustries, Given fixed consumer incomes, and scarce etonomie
resources, dollars sent in one direction (into protected
industries to pay the higher price on protected goods)
¢tannot be sent in another (into unprotected industries);
what is gained on one side of the production ledger is
necessarily lost on the other, This 1s Sumner's prev-
iously mentioned “conservation of energy" and he claims
that supporters of protection "sin against it at every

tuxm. III"'

To prove that a tariff is in the public inter-
est, or makes any economic sense whatever, protectionists
will need to show that the rearrangement of trade actually

increases net product, But this, he alleges, they have

13
14

Sumner, Protectionism, The -Ism. . ., p. 20.
ibid., p. 20,
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never shown, nor can they,

In the third place, far from producing a net gain
in production occasioned by the duty system, Sumner be~
lieves that the rearranged trade patterns actually result
in less overall production.ls The new legislatively-
directed trade channels are less efficient than the old
ones and waste precious capital, resulting in an actual
logs in net product from what would have been produced
under free trade conditions. 7The losses in production
stem from the wasted capital which goes to pay for the
upkeep of the duty system, and, more importantly, from
the wasted capital that goes inte the wvages, salaries and
"orofits® of the protected industries which, admittedly,
cannot sustain their own existence without protection,

The economic situation, therefore, is something like
this: protected industries are run at a loss, wasting cap-
ital and economic resources, with consumers forced to sup-
port them by legislative fiat; the entire risk of enter-
prise profit or lozs iz shifted froam tha gzhouldars aof the
the protected firms! stockholders to consumers through

16 protected enterprises

higher consumer goods prices;
are, in actuality, semi-public institutions, where the

congsuming public shares the burden of support but not the

ISSumner. "Protective Taxes and Wages.' Collection
of Egsavs s Po &,

16Sunmer, Protectionism. The -Ism, . ., Pp. 50-52.
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advantage of profit.17 The ultimate economic consequence
of wasted capital and inefficiencies is a drop in overall
production.

As a fourth point, the protected industries--far
from being economically beneflicial--are a serious obstacle
to economic development and maximum Cconsumer sa.tisfaction.ls
Besides wasting capital, thelr very exlstence actually
makes products harder to get than if they did not exist
at all. Wwhen consumers purchase protected goods, they
are roguircd to work lengexr oxr hardex te ebtain a given
amount of product, since the price is higher than it would
be witheut the taxiff, Tariffs are not a short-cut to
creating industry and product, but an economic short-cir-
cult used by privileged businessmen to explojit the consu-~
mer-worker,

One of Sumner's faverite examples in this connection
is the sewing-women workers of Willimantic, Connecticut,
who, reportedly, tould earn only fifty cents for twelve
hours work, out of which they provided their own thread.lg
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 each day, not for her own benefit, but

17Sumner, "Protective Taxes and Wages," Collection
of Eﬂﬁﬂ!ﬁ: s v P 4;

183mner, Protectionlsm, The «Ism. » o4 Ps 36,

198umner, "The Forgotten Man," The Forgotten Man. ., .,
Ps &920
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solely to support the Willimantic Linen Company "which
iz not worth having and which ie, in fact, s nuisgance,
because it makes thread harder to get than it would be
if there were no auch concern .20

We pay sixty percent tax on cloth in order that

that mill may be, It is not an institution for

getting us c¢loth, for, if we went into the mar-

ket with the same products which we take there

now and if there were no woolen mill, we should

get the cloth we want, but the mill is simply

an lnstitution for makKing ¢loth cost per yard

sixty percent moie of our products than it

otherwise would,?l
Thus, Sumner is in agreement with those protectlonists
who maintain that protection "“creates work," but only by
forcing consumer-workers to toil longer hours for the
same amount of product, Unfortunately, while creating
more work it does not create more product and, thus, in
a double-edged fashion, lowers consumer-worker welfare.zz

As a fifth point, some supporters of tariffs contend
that they are necessary for the diversification of domes-
tie industry, and the protection of the new and diversi-
fied "infant induatriea."zB Sumner, however, rejects the
notion that economic diversification can be hastened hene-
ficially by legislative action; a country diversifies it-

gself when it is economically in the self~interest of its

o
01bid., p. 492.

21Sumner, Protectionism, The -Ism, , ., P. 47.
22
Sumner, Lectures on the History. . ., P. 27.

zs;bid., p. 26,
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economic agents to do so. To force diversification is
to force people and resources into areas which are not
in their best interests, implying that legislators hold
a better gragsp of an individual's self-interest than the
individual himself, It also implies that the economy
doeg not maximize production automatically, but need cone-
stant legislative supervision. Sumner emphatically re-
jects the validity of these noti.om.z4 ‘

He also rejects the notion that the protection of
#infant industries" makes economic sense, or can ever acs=
hieve lts intended results.25 All that protectlon does
is to limit trade and to encourage the development of
domestic monopoly, or, generally, to reinforce all meag«
ures designed to hinder economic development instead of
helping it.zs Protection simply places a country's eco.
nomy at the mercy of domestic monopolists masquerading
as %infante,” and inducee a form of economic "hydrocepha-
lus" which prevents maturity, and makes the "infants" even

27

blgger babiscs as time goos on.

Tariffs and Wages
Another one of the supposed advantages of tariffs is

zalbid., PP. 11 and 26.

2SSum:ner, Protectionism, The -Ism, . ., pP. 138,

26;2;9,, p. 84, Or see, Sumner, Lectures on the His-
tOTY, 5 ss P. 31.

2751!![!11&1’3, Prnfaﬂhicnisml :Ihg -—Igm‘ s Pe 113l
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its . beneficial effect upon wages., PFrotectionists
claim that tariffs protect American businessmen and Amer-
jican workers from the low prices and wages of forelign com-
petition. Tariffs keep wages up and sustain a higher
standard of living for the American worker than is poss~
ible under a fres«-trads situatrion,

Sumner strongly denles any and all of the claimed
beneficial effects of dutlies upon wages and prices, In
the first place, as already demonstrated, tariffs waste
capital and any wasting of capital automatically lowcko
the potential wage rate in a country's economy. Ineffi-
clencies, and poorly used capital,ultimately mean. lower
wage rates and lower standards of living., Only increases
in productivlity and increases in capital hold the poten-
tial for higher wages, and tariffs work against these
principles at every poi.nt.28

In addition, tariffs offset any natural or man-made
increases in efficiency that would normally--under compe-
tition--have been passed on to the consumer-worker in the
form of lower prices. Sumner maintains that tariffs are
"hostile to improvements.“zg

The same principle that protection resists iﬁ-

provements applies even more distinctly to

those improvements which are made in transpor-

tation. In spite of their theories men re-
joice in all the improved means of commnica-

*%1bid., pp. 103-104.

ngumnar, Lectures on the History. , ., P. l4,
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tion which bring nations nearer together. A
rew railroad or an improved steamship is re-
garded as a step gained in ecivilization,

Such improvements are realized in diminished
freights and diminished prices of imported
goods. No sooner is this reallized, however,
than "foreign competition is found to be
worse than ever, An outcry goes up for

"more protection,” and a new tax is put on
to~day to counteract what we rejoiced over
yesterday as an immense gain. We gpend mil-
lions to dredge out harbors, to remove rocks
and cut channels through gsandbars, as if it
were & gain to have communication inward and
outward as frce as poasible, &nd as soon as
we experience the effects in reduced cost of
goods we lay a new tax, like restoring the
sandbars, in order to undo our work. Indeed,
o buila sanahars across ouf harbors would be

a far cheaper means of reaching the same end.30
In a majority of cases, tariffsg either raise prices or
lower money wages, lowering real wages to consumer-
workers,

Finally, the prices of goods on which tariff duties
are applied have nothing directly to do with the wages
of labor anyway. As explained in the chapter on wages
(see Chapter Five), the wage rate of labor ig determined
solely by the demand and supply of labcr., Wages do not
coma ony af praduct, g0 tho prico of the product s guite
irrelevant~~in the short run--to the wages paid; regard-
less of product price, employers are forced to pay the
market price for labor.

The wages which are paid to the men who make an

article have nothing to do with the price or
value of that article. Labor which is past has

301bid., p. 15.



-118-~

no effect on value, Wages are determined by

the supply and demagd Of.??e cg?modity. These

TWO things have no conneclion.
Hence, an employer cannot force the market wage down, nor
will he want to pay more than tne market rate. ALl that
he can do is to evaluate his investment declsion in the
employment of that labor, and shift his capital else-
where if he believeszs he is not maximizing profits.32

If wages really do determine prices, or prices deter-
mine wage rates, how, Sumner asks, can American possibly
send wheat and corn five thousand miles to England and
there out~sell the English farmers in their own markets?33
How can they do this when the wages of American fam labor
are three times those of English farm labor? Why does
the country with the lowest wage rates not produce exports
in all products, since it can Yafford" to offer the low-
est prices on its products? The fact is that there are
other more important factors in production than wages--
like productivity of capital and technology--and it is
thege factors which allow Americans to produce competis=
tively vriced products in great quantities, while at the
same time providing the highest wages in the world, High

wages are proof positive of the United States' industrial

31Sumner, Protectionism, The -Ism, , +, P. 102,
32

Ikid, .
33

Ibid., p. 101,
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o 34
superiority.

Thus, the higher wase rates Americans enjoy are not
the result of tariffs, which tend to push real wages down
as already explained, but the result of the natural and
man-made advantages in the American economy. The large
accumalations of capital provide a heavy demand for a
labor supply already experiencing severe shortages. The
high demand and limited supply force wages up; it has

nothing to do with "taxes" at all.35

An interesting ap~
pendage to this theory is Sumner'’s belief thatr the natural
fertility of the American soil provides a wage or "return"
whi~h Ygets a floor" to the wage that can be earned in
manufacturing. So long as men c¢an turn to the rich Amer-
jcan soil, the manufacturing wage rate determined by the
supply and demand for industrial labor can never drop be~
low the so-called Ynatural’ wage provided by tilling the
earth, If it ever tended to do this, men will leave in-
dustry and return to the farm, decreasing the industrial
labar eupply and forcing the industrial wage hi.gher.Bﬁ
To conclude his case against the tariff, Sumner de-

nounces the protective system because of its undesirable

political consequences; namely, its tendency to enhance

4
Sumner, "Protective Taxes and Wages," Collection
of Essays sy Ps 10.

331pid., p. 251.

36Ibi.d., P. 252.
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plutocracy, or the unholy alliance between wealth and
political power. Tariffs corrupt American political in-
stitutions and create a sanctuary for privileged classes
who are saved from the risks and dangers of business to

w37 Tariffes also tend

which the rest of us are liable,
te rally and unite the political forces which support
nationalism and militarism.38 As a final thrust, tariffs
are "gocialistic," gsince socialism is a device for "“mak-
ing some people fight the struggle for existence for
others.“39 Thus, the system of protection is clearly
opposed to Sumner's political ideal of civil liberty and
republican govermment,

The protective tariff system is also opposed to Sum-
ner's conception of justice and correct ethical behavior,
Protectionism makes "the industrious suffer for the idle,
and the energetic and enterprising bear the losses of the
stupid“;ao it is legislation whose moral conseguences are
to'rob virtue of its rewards / and_/ to transfer them to

vien.“al Ho denies that rhers iz anyrhing especially mnral

in taking the earnings of men who have earned them, and

37Sumner, Protectionism, The ~Iem, . ., D. 165, See

also, Sumner, Lectures on the Histo . 3 Po 62,

383umner, “Free Trade," The William Graham Sumner
Papers, p. 10.

395umner, Protectionism, The -Ism, , ., P. 1l1.
4OSumnar:, Lectures on the History. . ., P. 13.

*l1pia., p. 63.
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giving them to those men who have not.42 For Sumner,
these are economic, political, and moral injustices,
and reminiscent of the injustices perpetrated in the old
despotisms and caste aristocracies through class legisla-
tion and political priﬁilegg.ag

Thus, Sumner opposes protective tariffs for economic,
political, and moral reasons., Economically, they are un-
desirable because they lower output {and, thus, real wages)
by creating inefficlencies and rigiditieas. Pnlitieally,
they invite plutocracy and offend civil liberty, Morally,

they direct goods and income from those who deserve them

to those who do not.

&3Sumner, Lectures on the History., . ., P. 63.



CHAPTER SEVEN
MONEY, BANKING, AND ECONOMIC CRISES

William Graham Sumner was regarded as one of the

leading financial experts of his day; both his History

of American Currency and A History of Banking in the

United States were among the first serious and extensive
attempts to detail 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, to political economy, We will
examine Sumner's conception of the nature of money and
the proper amount of it, along with the nature of banks

and the effect they have upon economic conditions.

The Nature of Money

For Sumner, "money of account® is the term which
prices and contracts are expressed in, while “currency"
is rhe actual circulating medium of exchange, and "money"
ig the commodity set aside hy the community to serve as a

medium of axchange.z All three functions can be embodied

IStarr, William Graham Sumner., p. 217.

ZWilliam Graham Sumner, Syllabus of Four lectureson
Moncy and Banking (DBoston: 1897), p. 1.

w1224
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in one expression, as "pounds sterling," or the three
functions van be separated, as when prices in the United
States between 1862 and 1879 were set in shillings (money
or account), paid in "greenbacks" (currenvy), but referved
to gold (money) for determing actual value,3 He maintains
that the more nearly these three expressions colncide,
the more reliable and efficient the monetary system becomes.
Though any commodlty can serve as money, the rational
ahoice depends upon convenience. Since the function of
money is to express, circulate, and measure value, the
monetary commodity selected should, logically, embody
these three characteristics in some consistent fashion.
The important point--no matter what the commodity-~- is to
define the monetary standard such that it becomes a perma-
nent and accurate measure of economic value, in exactly
the same manner as the standards ¢f weight and measure
permit calculation of physical value.s
. s« sthe perfection of money does not lie in

the direction of amultiple legal tender, but of

a single standard, as sharp and definlte as
prasllle, Juch a stendard has the same advan—

tages in exchange as the most accurate measures
of length and weight have in surveying or in
chemistry, and it is turning backward the pro-
gress of monetary science to inrroduce fluctua-
tions and doubt into the standard of value,
just as it would be to cultiwvate inaccuracy in
weights and measures.

31mid., p. 1.
41bid., p. 2.

SSumner, A Concurrent Circulation of Gold and Sil-
ver," The Forgotten Man., . ., p. 206,
®Ibid., p. 206.
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Given these requirements, custom, tradition, and common
sense have often chosen gold or silver as the monetary
commodity, although, of course, there is nothing particue
larly sacred in their selection or dse.

Sumner does not accept the proposition that two met-
als can serve as a standard of value at the same t.’t.me.7
Only one economic commodity, for instance, gold, can act
as a standard of value at any given time, and all schemes
for a bi-metallic standard or "bimetallism" are absurd,
and "just as impossible in economics as perpetual motion
is in physice. . ."8 The suggestion that two different
metals can be united and circulate concurrently at some
legislatively fixed value, with the entire quantity of
both metals available as a means of debt payment, is a
ridiculous notion which, Sumner holds, violates all the
laws of supply, demand, and value.g An alternate standard,
on the other hand, involving, say, the suhstriturion of gil-
ver for gold, is not impossible; since, however, there is
na naraggAary ropson for it, Sumner daclaxes it Hinenpod-
ient and impracticable."lo

The size and nature of the money supply are perpet-

ual issues of controversy. Is there “enough'" money in

71bid., pp. 209-210.
81pid., p. 196.
%1bid., pp. 191-196.

108ummer, Syllabus of Four, . ., P. 5.



«125-
the economy, and is "paper® a legitimate and trustworthy
form of currency? On the former issue Sumner repeatedly
speaks out against any artificial increases in the money
supply by the additional coinage of siIVer.ll The Yright"
amount of money is the amount the population demands to
accomplish its economic tasks. Gold is a commodity like
any other, and people will produce on the one hand and
12

purchase on the other, as much as they need of it, Even

an increase in the population is no automatic signal that
more money is needed, since the Yefficiency of circula-

13 Ty the

tion" ¢an increase and require even less money.
demands that an increase in the money supply is necessary,
he has one reply: all evidence points to the fact that
there is already too much paper in the economy. Rising
prices and low interest rates--along with recurrent ccono-
mic ecrises--demonstrate to Sumner that less, not more
money is esgential to aconenic welfare;14
The question of “paper" is one of the most difficult

and intorooting gucations in peolitical vouwuumy, Slove

the value of paper currency depends on its amount" and

IISumner, "The Free-Coinage Scheme is Impracticable at

Every Point," The Forgotten Man, . .., pp. 157-170.

1ZSumner, YProsperity Strangled by Gold," The For-

5°tten mng 2 3 PP 1“'1&5.
131bid., p. 144,

14Sumnez:, "The Crime of 1873," The ?brgotten Man.,.,
pp. 177-178,
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since banks and governments are unable {(or unwilling) to
limit Lie gquanLity of papezr, Sunner hes great misglvings
concerning the use of a paper currency.ls Without ade=
quate control, the value of money can depreclate and ini-
tiate financial disaster; an irredeemable paper currency
can be "a national calamity of the first magnitude."16
And vet--despite all these admonishments-«g papexr currency,
redeemable in specle and thoroughly regulated agalnst over-
issue and counterfelting, can be useful since it facili-
tates the ease of trade and exchange. Unfortunately, no
such system yet exists.l7

Although Sumner implies that the value of a currency
depends in general on its amount, he denies that there is
any direct and immediate relationship between the money
supply and prices.18 Sumnexr rejects the simple quantity
theory of money which states that increases in the price
level are proportional to increases in the money supply.

In general, the history of currency in this

country shows that the doctrine that prices

will respond promptly and proportionately

te changes in the amount of the ecuprenoy {(or
even more strictly, of the money of account}

15William Grgham Sumner, A Histo of American Cur-
rency (New York: Henry Holt and Co., 18743, Pp. 196-225,
16

1bid,, p. 323.
17;9;g., pp. 186 and 196,

185umner, "Prosperity Strangled by Gold," The Forgor-
ten Man., . ., P, 141, Or see, William Graham Sumnezr, A Hist-
the United States (New York: The Journal
of Commerce and Commercial Bulletin, 1896), p. 259,
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cannot Se accepted without important limita-
tions.}

There is a relationship between the money supply and
prices, but it is not as "simple and direct" as the quan-
tity theory would have us believe., If it were, Sumner
maintains, everybody could and would be a speculator,
since the future of prices could be predicted with accur-
acy simply by noting the changes in paper outstanding.
However, this is not the case, nor does historical data

seem to indicate that it ever was.

Banks and Banking

Banks, for Sumner, are institutions whose function
is to gather capital (savings) from potential lenders and
distribute it to potential borrowers in as efficient and
QGOanical a manner as possible., Banks are essentially
transfer agencies for potential capital seeking more ac-
tive participation; they bring--through lending--economic

resources to those "who lack capital, but could use it

20

for advantage." The price of capital is determincd by

the supply and damand for it, and it is up to the banks
to indicate this by adjusting~-when necegsary==the inters

est rates on its loamsand discounts.21

91b1d., p. 139,

2OSumner, A History of American Currency, p. 124, See
also Sumnex, A Hlstory of Banklng, . .5 Author's Treface,

zllbid., Ps 29, Or see, Sumner, A History of Ameri-
can Currency, pp. 124-125,
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The iliegitimate 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-
positz on the principle that not all deposirors will de-
mand their savings at once, and that the rate of new depos«

22

sits and withdrawals will be about equal. Sumner accuses
most banks, however, of extending credit, not capital, by
actually lending out more than the guantity of available
deposit:s.z3 This extension of c¢redit is not savings or
capital, nor is it founded upon it; it is a dangerous
"false credit" which banks use to turn legitimate banking
into a "high class confidence operation.“24 Even Alexander
Hamilton had been guilty of endorsing this quite faulty--
and economically danger:nug--vi_ew of banking.ZS
The question then becomes, why do banks engage in the
extengsion of credit above deposits? Why do banks overex-
tend Ycredit¥? Sumner maintains that most, if not all, of
the evileo attrxibutcd to banking, the benking syastemy and

the overextension of credit, ¢an be traced to the usury

laws, or, more exactly, to the banks' action to evade the

22Sumner, A History of Banking, . ,, pp. 22-23,

231bid., pp. 29-30.

24.1_‘?2-.5.1.» s PP. 22-23,
ZSLELQ., pp. 22-23 and 145,
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restrictions of the usury laws,26

Prevented by usury laws
from ralsing interest xates tu levels diGiated by the de-
mand for and supply of loanable funds, bankerg--in an at-
templ to ration scarce capltal efficiently--do the next
best thing; they extend the supply of funds by overissuing
notes oOr creating “false credit."27

Nine«tenths of the evil practices of banks were

due to attempts to evade that law in obtaining

rates which were legitimately theirs by the

operation of the market, If they had been al-

lowed to operate on their discount rate, they

would have had less moigve to operate on the

amnonnt of circulation.
Thus, the evils attributed to the banking system are not in.
herently a part of that system at all, They are, for Sum-
ner, a reaction to an artificial interference with the
great economic laws of value, Government interference
with the business of banking is "as mischievous as its in-
terference with any other trade "%’

Although Sumner pinpoints the legislatively enacted
usury laws as the ultimate cause of overissue, he does
not totally exclude the possibility of legitimate and benew
ficial governmental assistance in financial matters, For

example, he lauds the creation of the National Bank System,

ZGSumner, "The Influence of Commercial Crises on Op-

iniong About Economic Doctrines," The Forgotten Man, . .,
p. 220.

27Sumnnr, A History of American Currency, pp. 124-125,

2SSummer, A History of Banking., . ., p. 182.

293ummer, A llistory of American Curreacy, p. 323,
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and the simultaneous development of a "national uniform
currency#; he feels that this system has finally put an
end to the "old bankers trick of expansion and contrac-
tion," or an elastic currency.30 Since these governmental
measures do nothing to interfere with the price mechanism,
but only seek to ensure the uniformity and safety of a

national monetary standard, Sumner supports them,

Iheories of Crises

Sumner's theory of "commerical crisis! and the trade
cycle are related directly to his conception of the legi-
timate and illegitimate functions of financial institu-
tions.31 Ac banks lend faige credit, that is, eredit be-
yond their accumulated deposits, and as competition for
profits from loans forces others to lend still more credit,
the paper notes outstanding swell to such propoftions
that they disrupt and "clog" the channcls of trade, and
precipitate an economi¢ c¢risis. He maintains, for instance,
Thatr the Shoaqy CrediT TO pPOOr invesLumenl risky represeais
a highly unstable and predarious situation, Any change in
the exchange rates or any reduction in gold deposits can
pinch bank reserves and start a general withdrawal and re-
call. A slight withdrawal of gold can deflate--in a mul-

tiple fashion--an economy built upon credit. The collapse

308umner, A History of Banking. . ., PP. 464-466,

3l1psd., pp. 181-182.
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of these false investments and the liquidation of many

funeconomic® firms and banks follows inevitably.

When things seemed prosperous and the exchanges
were favorable, the banker put out his circula-
tion. When one did it, the others did it, and
the consequence was a general inflation, TYres-
ently the issue became excesgive, The exchanges
turned and a little spetie was shipred. There-
upon, the vital nerve being touched, a shock
went through the entire system. Discounts were
refused; loans could only be obtained through
brokers at extravagent rates; the ¢clrculation
was contracted very suddenly; the commercial
system was arrested; then industry stopped;
produstion wao reduscdi wageos woere lowercedj

and finally the farmers, so far as they were
debtors, were reached, This severe remedy op-
erated as a cure, and all were ready to begin
agein. . 32

In another instance, Sumner holds that excessive ex-
tension of credit, in a general pexiod of high productlon,
prevents prices from falling fast enough to clear markets.
4 remporary "glur" of goods otcurs and <ontinues until
liquidation forces the excess credit from the economic
system. As prices fall and goods move again, a general
business revival is initiated. In either explanation of
commercial crisis, most of Sumner's emphasis falls on the
excess paper extended by the banking system, This is not
the sole cause of crisis, or the business cycle, but it

surely is one of the most important--especially in Ameri-

lebid., P. 181.

3Sumner, #"The Strikes,” The William Graham Sumner
Papers, p. l4.
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can economic histor}*.B4

As a concluding peint, Sumner holds that the mMOST
unfortunate aspect of etopomic e¢risis is the faect that
it has its worst effects on the forgotten man, the common

workman who has nothing te do with the cause, duration,

or severity of the cycle, but who bears the brunt of the

35

burden through falling income and employment, Over -

issue also hurts the debtor, or that very class of per~
sons most vocal in demanding an incCrease in the money
supply.

In all cases of relief attempted by big paper
money machines the advantage was won by influ-
ential individuals who got the management of
the undertakings into their hands and turned
it to their own profit., It may be said, al-
mogt without limitarion, that all papey money
issues and stay laws for the relief of the
debtors have had as their sole result, to
curse debtors with life-long poverty, misery,
and debt; and further, that in the histoxry of
this country %“relief" has been the word of the
most direful omen to thogg»whc~have-not that
the dictionary contains.

Again, as in the past, the innocent forgotten men will

bear the burdens of undeserved financial and commercial

hardShipc

Sumner®s analysis of money and banking is consistent

with his views on all topics that concern political eco-

4
Sumner, A History of Banking. , ., p. 120, See
also, Sumner, "The Influence of Commercial Crises on Opin-

lons About Economic Doctrines," The Forgotten Man.,,, PD.
219-220,

353umner, A History of Banking, . ., pP. 103,

3613,5a., p. 139,
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nomy; for Sumner, a gerieral policy of non-interference
is the rule. There is no evidence that governmental in-
terference in banking does any good; indeed, most of the
evidence is to the contrary. Any constructive governs
mental measures to enhance the soundness of the currency
are legitimate and endorsed, Any and all legislative
interferences with prices or interest rates are condemned.
The essential point, again, is that there simply are not
many ways that governmental interference in economic mate
ters can bring about the desired teneficial consequences,
This principle is just as true for Sumner in banking as

it is in the other economic areas that he examines.



CHAPTER EIGHT
CRITICISM AND EVALUATION

This chapter will be divided into three parts. In
the first part we will make general criticisms which ap-
ply to all of Sumner's theories. The second part will
review the entire Sumnerian system, and criticize some
specific asvects of his theories. To conclude, we will
review and evaluate the nature of some of the criticism

which has been directed against Sumner.

General Criticism

From a strictly economic point of view, it can be
ohserved that William Graham Sumner hag no real concepw.
tion of the workings of impure or imperfect competition.
All the cconomic modeln that he develope to detarmine
prices, wages, and interest rates implicitly assume what
wc would term pure competitrion. None of the sconomic
units in his models appears to have any autonomous Con-
trol over price, nor do they appear to be able--in the
short run at least--to influence the price of their pro-
duct uvr the wages they pay for labouxr factors. The prlces

of products, services, and factors are all controlled and

-134-
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set in the market by the appropriate set of supply and
demand forces, and no one can interfere, All business
units can attempt to do is vary outputs so that their
profits are maximized,

When varying degrees of competition are recognized,
however, firms acquire séme control over price. Once
imperfect competition is admitted, it becomes theoreti-
cally possible that something less than an optimal allo-
cation of resources occurs under complete laigsez~faire.
It is also possible to show that most of the welfare pro-
positions of free competition become inoperative or at
least indeterminate under such conditions. Since a2 sig-

nificant portion of Sumner's argument for laissez-faire

rests on the supposed economic superioriry of that system
in accomplishing allocative efficiency, these points may
be a significant theoretical blow to his system,

In the second place, Sumner's entire economic analy-
sis assumes a fully employed economy. His whole "conser-
vation of energv® thesis, and almost his entira disruscion
of tariffs, is valid only if all economic resources are
employed in the production of current ocutput, Obviously,
to shift a resource from ship production to shoe produc-
tion will inerease the ocutput of shoes and lower the ocut-
put of ships. But if resources are idle~~unproductives-
and can be madae productive by a tariff or some goverumenial
device, then no economic cost or sacrifice in alternative

production is involved, and 2 nel galn in output 43 poss-
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ible. Sumner, it seems, fails to consider this possibil-
ity.

As a third point, despite his desire to be evolu-
tionary in approach, Sumner's analysis is quite static
and shorte-run, His entire discussion of wage rate deter-
mination, for instance, is devoid of real dynamic influ-
ences, and seemingly devoid of the interrelationship be-
tween product demand and factor demand., If factor demand
is derived from the demand for the product, then the
forces in the factor and product markets cannot be as in-
dependent as Sumner assumes. If they are not completely
independent, Sumner's statement that wages come out of
capital and profits come out of praduct becomee entirely
migleading.

Being static and short-run, Sumner's analysis is,
unsurprisingly, microeconomic, Individuai firm and con-
sumer behavior--especially with regard to wagcs--is exam-
ined apart from any income changes that they might induce
within the aystem., PFor instence, while wage cuts may,
indeed, reduce costs and encourage production, they may
also reduce consumer income and, correspondingly, the de-
mand for products. There seems to be no evidence that
Sumner is aware of this sort of analysis.

In conclusion, once imperfect competition, under-
uumployment of resources and rigid prices are assumed, it

is possible to demonstrate that a laissez-faire system of
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enterprise may not produce optimal efficiency or produc-
tion. The system can, as Keynes has shown, achieve an
under-employment equilibrium position from which it has
no rational tendency to depart. If all this is true, a
legitimate economic case for government intervention can
be made, and Sumner's arguments are weakened considerably.
(It seems inappropriate to debate the merits of the Keynes-
ian analysis herxe, It sufficés to mention that a minor-
ity of economists are not in agreement with the premises
or conclusions of that system of thought, nor with the

artack on laissez-faire,)l

Specific Criticism: Economics

Selence, according to Webster's New International

Qig;;gnggx,z is "knowledge. . .systematized and formu-

lated with reference to the discovery of general truths
ocr the operatinn of general laws." If economics is as-

sumed to be a science, then Sumner's metaphysics appears

e he noan-rantroversial. AllL eronomietroe.lilke all hinloa

gistgs~-assume, by the nature of their work, the existence

1For a detalled explanation of how two economists
think a laissez-faire system could function, see the fol-
lowing: Ludwig Von Miscs, Human Action (New Haven: Yale
University Press, 1963); and, Murray N. Rothbard, Man,

Econom¥!§§d State (New Jersey: D. Van Nostrand Company,
ncng .
2

#Science," Webster's New International Dictionary,
Second Edition, Unabridged (Springfield, Massachusetts:
G. & C. Merriam and Company, 1958), p. 2238.
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of a physical, objective world where consequences are the
result of antetedent causes, Llkewise, There seems TO bDe
little guarrel with Sumner's epistemology. Although he
indicated that the inductive, scientific approach is the
proper methodological tool for deriving information from
reality, he is also heavily deductive in his own analysis.
Almost all economists would admit that a8 careful blend

of the two attitudes is a healthy approach in the pursuit

of economic knowledge,

Sumner's analysis of economic forces and laws can
become controversial if misinterpreted. He believes that
economic laws, like physical laws, are immutable and un-
changing. He means that a cause-effect relationship under-
lying an economic¢ law is fixed, and cannut be changed by
man, Man may alter the economic variables within an eco-
nomic law and attempt to achieve effects coincident with
his intentions, but he is powerless to affect the relation-
ship between cause and effect. Thus, given fixed amounts
of capital and land, and a constant technology, the addi-
tion of labor eventually inCreases output at a decreasing
rate, Given the above assumptions, this relationship is
always true. The controversy arises when man seeks to
observe or apply economic laws in real circumstances.

In the real world, the conditions of any given situation
never seem to fit the assumptions of the "pure® case from
which the law is derived. In fhe real economic world,

“variables" disrupt or modify the conditlons upon which
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the pure law is based, Therefore, when the law comes to

be applied to some real ecomomic prublem, it leses its
ability to predict absolute results. It allows man to
predict what might happen in some gilven time periuvd; Lt
never seems tO be exact enough to tell him precisely what
will happen and when, Thus, although the law of diminish-
ing returns stated above is always true, its applicability
to any situation in the real world-.where land and capital
are rarely fixed or homogeneous-~is very limited,

Sumner's discussion of the economic foundations of
society, that is, his emphasis on scarcity, population
and land is an interesting--though unsophisticated--econo-
mic model, Its purpose seems to be to show that men get
nothing free from nature, that their efforts to sustain
life are a constant economic battle with nature, and that
the outcome of the struggle is dependent upon (1) land
defined to include Y“the state of the arts", and (2) the
number of men engaged in the struggle. Thus, men incCrease
their welfare only by increasing their '"'means of subsis-
tence" or decreasing their numbers., At any given moment
in time, their welfare is determined by the man=-land ratio.

There are a number of diffjculties here. In the first
plave, Sumner is writing for a basically agricultural so-
ciety, and it is not aurprising, therefore, that his
theories place crucial emphasis on the amount and condi-
tion of land. In an industrial community, however, it is

doubtful whether the amount, or even the original nature
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of the land assumes anywhere near the importance that it
does in Summer's theories. Sumner's economic model seems,
in other words, fitted more to describing the Ystruggle
for existence" in an underdeveloped country, than it does
to describing the continued growth of a developed country.

Also, there is no evidence that Sumner ever investi-
gated tha welfare aspects of redistribution., He agsumes,
for instaﬁce, that economic welfare increases only by in-
creasing the goods or decreasing the men. However, if it
is possible to s0 reallocate income or product that no
one is made any worse off, and some are made better off,
the welfare of a community can increase without increases
in product or reductions in population.3

Sumner's emphasgis on the importance of capital seems
justified, It is capital goods that sustain and support
an industrial civilization, and without them industriali-
zation and increases in welfare are unlikely and almost
impossible. Yet for all his discussion of the importance
of capital, his analysis seems to lack a discussion of
the importance of trained labor without which, also, an
industrial civilization is not possible. Summer mentions
the value of skilled labor but does not place significant
amphasis upon it, or upon the fact that industrializatrion
might possibly be slowed more from a lack of skilled labor

than from a shoztage of capital goeda, Capital is impor-

Sﬁlaug, Economic Theory. . .. Dp. 535-547.
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tant, and may even be the key factor in economic develop-
ment, yet bottlenecks in other factor areas may slow the
application of capital and, correspondingly, the pace of
economic development itself,

Sumner's undiluted praise for the Ycaptain of indus~
try" may be naive, although this is an extremely diffi-
cult area of examination. It seems to be a "what would
have happened if" situation, in which all sorts of specu-
lation are possible, For instance, it may be quite true
that capital could have been accumlated and applied with~
out the special sgkill of a private class of industrial
Heaptains." The success of some public enterprise in
selected countries admits the possibility, As another
example, the captaing of industry most assuredly did not
direct all phases of their entrepreneurial undertakings;
a significant amount of the success of their enterprises
could have resulted from the decisions of an efficient
managerial class., Sumner does not seem to consider ades
nuately these passibhiliries. In fact, he oredicts that
more and more companies will come under the personal con-
trol of ane important man, since this is the kind of effi-
ciency demanded by modern enterprise.4 This gurely was a
naive position, and one contradicted by the evidence of
modern industrial development.

fumnerls analysia of compctition and monopoly ig un-

4Sumner, What Social Classes, . ., P. 49.
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usual and invites comment, His two-fold classification
of competition--man against nature, man against man--is
especially important, In that discussion, he highlights
one of the essential features of economics, that is, the
fact that wealth is not fixed in amount, but can be
created and enlarged by production, or the efficient as-
sault upon nature by men in economic organization. While
highlighting the former definition of competition, however,
Sumner does net igrare rhe latter. He maintains that mat-
to-man competitian is inevitable so long as men with un-
limjited wantes decive goods in scarce supply. The impor-
tant point is that the more successful the man~to-nature
form of competition, the less vicious the man-to-man var-
iety.

Monopoly is a particular problem and its definition
involves a number of Sumnerian distinctions. He believes
rthat a monopoly is either natural or ertificial, that is,
it arises either "“from the facts in the order of the uni-
verse" or trom govVernmental LNTEIVENntion in the markec
place. The first type of monopoly cannot be prevented
since it is not the product ¢f man, but of nature. The
second type is man-made and is always the result of priv-
ileges and favors dispensed by plutocratic government.
There is no third type of monopoly, or monopoly established
without natural or argificial advantages by a private firm

on a free market. A monopoely not founded on natural or
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artificial advantages is extremely unlikely and inevi-
tably short-lived, He has said:

I am not yvet able to see that any trust can
succeed unless it is founded on a natural or
legislative monopoly, and furthermore on a mon-
opoly whose product cannot be produced in an
amount exceeding the demand at the price which
has been customary before the formation of the
trust; and 1 cannot see any chance for legisla-
tion te do any good unless it is in the repeal
of all such laws as are found to furnish a ba-
sis fog the organization of an artificial mon-
opoly.

Borcauga he did not undcerotand imperfect competition, Jwi=
ner, of course, did not understand degrees of monopoly
power, Meodern analysis might admit that a pure moncpoly
iz unliikely on a free market without an artificial or nat-
ural advantage; it would not admit, however, that lesser
degrees of monopely power must necessarily be derived only
from such "advantages." Large Corporations hold degrees
of monopoely power by the very fact c¢f their size in rela-
tion to the market. The source of this “power" need not
be plutocratic or natural. Thus, it is possible that a
group of economic institutions holding a significant de~-
gree of monopoly power can be fitted between Sumner's ex-
amples of pure natural monopoly and pure plutoecratic mon-
opoly. 1If this is the case, and if these economic organ-

izarions are quite widespread within the economy, Sumnerts

simple theory is not useful in explaining the facts of

5
Sumner, "Trusts and Trade Unions," The Forgotten
Man. . «s P. 262,
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economic life,

Sumner expects mMOSt natural monepely To "evolve' away.
He eXpects competition to initiate technological forces to
break it down. On the other hand, he also expects legiti-
mate accumulations of capital to remain and, in fact, be-
come more concentrated as modern enterprise requires, He
believes that so long as concentrations of economic power
are not plutocratically based--and this, in his system,
is preventable-~there is nothing to fear; accumulations
of capital, in relation to the tasks of production, are
normal and to be expected, In fact, these very accumula~
tions will provide the technological advances and pro-
ducts that sustain continued economic growth.

There seems to be a great readiness in the

public mind to take alarm at these phenomena of

growth--there might rather seem to be reason for

public congratulation. We want to be provided

with thines abundantly and cheaply; that means

that we want increased economic power., All

those enterprises are efforts to satisfy that

wanr, and they promise te do it.

The Summerian thesis that large accumilations of cap-
ital employed by relatively large firms are responsible
for economic growth is similar, but not identical, to
those advanced by Schumpeter, Galbraith, and Slichter. In

these later theories, it is the large firm that initiates

growth and development since only the large firm has the

GSumner, "The Concentration of Wealth: Its Economic
Justification," The Challenge of Facts, . ., P. 84.
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aconomic resources or the aconomic incentive TO carry on
research, development and innovation. Schumpeter, for
instance, maintains that the economists' fascination with
the purely competitive model and atomistic price competi-
tion has blinded him to the facts of economic life which
are, essentially, "change" and innovation.

+ » +in capitalist reality as distinguished from
its textbook picture, it is not /[ price competi-
tion_/ which counts but the competition from the
new comnodity, the new technology, the new source
of supply, the new type of organization (the larg-
esimsCale unll vl cunlrul fur loytance)smcompeti-
tion which commands a decisive cost or quality ad-
vantage and which strikes not at the margins of
the profits and the outputs of existing fisms but
ar their foundations and thelr very lives,

As soon as we go into details and inquire into
the individual items in which progress was most
conspicuous, the trail leads not to the doors of
those firms that work under conditions of com=-
paratively free competition but precisely to the
doors of the large concerns-«which, as in the
case of agricultural machinery, also account for
much of the progress in the competitive sectore-
and a shocking suspicion dawns upon ug that big
higiness may have had more to do with creating 8
that gtandard of life than with keeping it down.

Both Galbraith and Slichter seem to agree with the conclu-
sions of the Schumpeterian analysis, Galbraith holds that

there must be some element of monopoly in an industry if

it is teo be progressive."g He concludes:

7Joseph A, Schumpeter, Capitalism, Sgcialism and
Democracy {New York: Harper and Row, 13325, D. BG.
81bid., p. 82.

9John Kenneth Galbraith, "The Economics of Technical
Development,” Monopoly Power and Economic Performance, ed.
Edwin Mansfield (New York: W. W. Norton & Co., 1964), p.42.
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Thus, there can be little doubt that oligop-

oly, both in theory and in fact, is strongly

oriented toward change, There can de no ser-
ious doubt at all that the setting for inno-

vation, which is so favorable in this market

structure, disappears almost entirely as one

approaches the competition of the competitive
model.,

Slichter maintains that "much thinking on the relation
of bigness to competition is out of date and unrealistic'.'l1

- » -COmpetition among large firms is superior

in quality to competition among small firms and

serves consumers more effectively. This is be-

cause the greater research by the large firms

gives the Gonoumera a wider range of choiec ovor

a period of years than competition among a much

larger number of small firms that can afford

little or no research, . .In view of the grow-

ing lmportance of largc enterprises as a source

of competition and the superior quality of this

competition, a4 move to break up large concerns

would be a bilunder,l?

The theories held by Sumner, Schumpeter, Galbraith
and Slichter do not seem to agree with the "traditional"
theory of big business. The traditional view holds that
large corporations are not necessarily efficient or pro-
gressive, since their semi-monopolistic market positions
insulate them from the rizors of competition. From this
sanctuary they can keep price above marginal costs in

the short-run, and above mirimum average cost in the long-

run, thus "exploiting" the consumer and misallocating

191434, op. 43-44,

IISumnez: H. Slichter, "In Defense of Big Business,"
Monopoly Power and Fconomic Performance, p. 13.
12

Ibido ] po 17"18-
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economi.c resources.

Hence, in the traditional view, concentration
of economic power, by distorting the alloca-
tion of resources, impairs the performance of
the economy in satisfying human wante, This
is why economists have traditionally viewed
the breakdown of competition in many indus-
tries as a threat to the efficient operation
of the free market mechanism. It is the
reason, ., .why economists have traditionally
urged the forceful application of antitrust
laws to keep firms from becoming toa hig,l13

In conclusion, Sumnerfs position on big business is
Aahatahle, Perconally, the auther gupprorte thoe Sehumpet
erian thesis that the large firm has helped growth more
than it has hurt it, and thugs finds little fault with the

Sumner approach in this specific area.

Specific Criticism: Economics and Covernment

With regard to the proper institutional arrangements
to implement his idea of civil liberty, it should be no-
riced that Summer has so defined republican government
and plutocracy that they are, by definition, incompatible,
That is, "good govermment" is government which is not plu-
tocratic; it is goverrnment whose sole function is to pre-
serve and protect civil liberty and property rights,
Since~-again by definition--all economic legislation seeks

to undermine the liberties of some individuals and their

13 Edwin Mansfield, "Introduction,” Monopoly Power
and Economic Performance, p. viii.
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exclusive right to their own property, it is definition-
ally incompatible with republicanism. Thus, it scema fu-
tile to attempt to attack Sumner at this level since he

is, by his own definition, nevessarily courreclL in conclu-~
sions reasoned from his own assumptions, I1f there is to

be any controversy, it must Center on the definitions cthem~
selves.

What is good government in a free society? Is it
government which responds to the wishes and needs of its
citizenry through legislation? Or, instead, is it govern~
ment which attempts to uphold strictly the expressed and
implied constitutional guarantees of civil liberty and pri-
vate property? Sumner holds to the latter definition;
good govermment is government which insures that "peace,
order, and the guarantees of rights? shall be the primary
goal of political action, He thus rejects as improper all
legislation which seeks, in his view, to undermine a man's
civil liberties or property rights, Most political scien-
tists and economists, presumably, would lean toward the
former definition. They would place less emphasis on the
protection of civil liberty and private property rights,
and more emphasis on the achievement of full employment
or the equalization of economic opportunities. Thus, al-
though Sumner is logically correct given his selection of
goals, these goals are not the primary concern of the vasgt
majority of contemporary intellectuals who deal in these

issues.
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Sumner holds that most people fail to distinguish
between economic power gaincd on o frcee marxket, and eco-
nomic power gained by political power on a "rigged" mar-
ket The fuomer lucoeases man's welfere by increasing
his power to extract goods from nature, The latter is a
threat t¢ ¢ivil liberty and property; 1t 1s plutocracy,
and it is a flagrant abuse of the principles of republi-
can govermuent, Large-scale enterprise on & free, compe-
titive market, no matter how vowerful econcmically, can-
not destroy civil liberties, nor can it take people's pro-
perty by force or regulate its use by legal procedures;
these are examples of political power, and no private in-
stitution in Sumner's republiic can hold it in any degree.
Only plutocratic government ¢an originate and sanction
such techniques. Again, thérefore, Sumner is logically
consistent given his definitions and, again, these are
not the particular definitions of the contenporary ana-
lysts,

Sumner's argument against plutocracy on moral grounds
is also a definitional problem, and one invelving personal
Judgements of value, If to shift burdens from one indi-
vidual to another by force--by legislation--is wrong, then
plutocracy is immorai. If it is wrong~~unjust--to make
the middle classes assume the burdens of the impoverished
¢classes through welfare legislation, or to give one compe-
titor aprtificial advantage over another, then, again, plu-

tocracy is immoral and condemnable.
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Sumner is logically correct because he does define
imnorality as the shifting of burdens, and sees little
need or favorable consequences of intervention; hence,
his condemnation of plutocracy on moral grounds is correct,
given his assumption. Since the assumption is a value
judgement, however, the entire issue is open to question
by anyone with a different set of value judgements,

The final area of controversy in Sumner's political
economy is purely economic. Does speculative legislation
foster rigidities and inefficiencles, is it harmful to
economic growth, and does it frequently produce results
opposite to those intended? Again, no simple answers seem
possible simce the issues here are still being debated.
The"Chicago School¥ of economics might maintain that Sum-
ner is guite correct in this aspect of his anaiysisz. Gov-
ernment intervention in economic affajrs, especially when
the intervention or control is aimed at prices or cosgts,
does foster rigidities, does misallocate resources, and
does, uwwie than nok, Lend LU produse Lhe very upposite
results from those intended, We have economic growth des-
pite, not because o government intef?entionola

This is, howaver, the minority view., Most economists
woutld tend to feel that government economic legisiation--

for the most part~~does not hurt, but actually fosters

14Milton Friedman, Capitalism and Freedom (Chicage:
The University of Chicago Press, 1962).
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the general economic welfare and our chances for economic
growth, What is required is more select involvement to
bolster a basically unstable economy which, if left to
itgself, could not guarantee the full utilization of all :
its potential economic resources, These economists would
generally deny that such legislation induces inefficiencies,
or would regard this problem as relatively unimportant in
the light of higher priority gerals like full employment or
increases in output. They would alsoc deny that government
intervention produces results opposite to those intended;
the results are generally satisfactory, and if they are
not, bigger and better programs are mandatory. They can
polint to the history of the United States economy barwesn
1945 and 1965, and maintain that their programs have re-
gsulted in anything but the economic disaster predicted by

William Graham Sunner.

Specific Criticism: Applications

It io difficult to make any scnsc out of the Sumnex-
ian idea that "wages are paid out of capital and not out
of product.," He seems to neglect completely the fact that
even during his artificial "period of production® the de-
mand for labox--and thus the wage rate--is a function of
the expected marginal product of the factors employed,

The demand ror 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 there is a sufficient demand
for the product that labor produces, Thus, since an em-
ployer's demand for factors must necessarily include a
calculation of the expected productivity of those factors,
the wage rates paid are necessarily related to product,
or at least to "“expected" product, If wages and rroduct
are related, so, of course, are wages and profits,

Another related difficulty is that Sumner seems to
believe that employers cannot influence the wages paid
in the labor market; they pay at least the market rate,
and not more. Once monoproly power is recognized in the
labor market, however, it becomes possible for employers--
and emplovees --to acquire a degree of control over the
price of labor, Once this is admitted, wage rates above
and below the “"marxket rateY are possible and depend on the
Ybargaining power™ of the parties, Since Sumner assumes
purc competition in the labor market, hc doce not cecem to

admit these possibilities,

The validity of Sumner's position on tariffs depends
on the assumption of full employment, an assumption which
Sumner fails to make explicit, If resouwrcez are fully
employed, then a tariff simply shifts resources from un-
protected industries to protected ones. He holds that
this shifting of resourceg produces less total product

at higher prices, and thus lowers consumer~worker welfare.
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1f the economy is not fully employed, however, and if
unemployed economic resources can be activated by a tar-
iff or protective duty, then a net domestic gain in pro-
duetion is possible. The remainder of his analysis is
clear, consistent, and relatively uncontroversial; the
only section which evokes comment is the effect of tariffs
on wages, Since the arguments appropriate to a critical
appraisal of his wage theory are also applicable to his
analysis of tariffs and wages, they will not be repeated
here,

It should be pointed cut that the entire Sumnerian
analysis concerning the appropriateness of tariffs is
viewed from the position of the consumer, This point is
made explicit by his arguments against tariffs which seek
to pratect infant industries; industries masguerading as
"infants" are quasi-monopolies which exploit consumers.
If interests other than those of the oconsumer are refog-
nized, however, for instance the whole question of the
production of zoods invelved with national sesurity, then
the inappropriateness of tariffs can be questioned. Lf
national security requires the development and production
of munitions, and this can only be accomplished through
tariff protecticn, then tariffs a&xe appropriate, Suuner,
it seems, does not take account of the special requirements

dictated by a war or quasi-war situation.

Sumner's views on the proper role and nature of monev
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are those of a conservative, "hard money! anti-inflation-
ist, He oppuses the {ree culnage Of silver, bLi-melalllsum,
increases in the money supply based upon fractional re-
serves, and paper money not redeemable in spetie; even
redeemable "paper"” arouses his suspicion, for the danger
of paper money inflations is persistent, In addition,
banks must be transfer agencies that re~lend savings, and
not institutions which "create" credit., Credit creation
is an infectious disease whose immediate effect is an in-
creasing price level, and whose ultimate commercial conse-
quence is rectession and unemployment,

Sumnert's analysis of the cause of bank overissue is
interesting, and in the mainstream of his political eco-
nomy. Legislatively enacted usury laws preverntbankers
from cobtaining 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 funds by over-extending credit, Nowhere, how-
ever, doeg he atitempt to prove this allegation with empir-
ical evidence, Thus, while the explanation of bank over=
issue is consistent with his general thesis that most eco-
nomic interference by government is mischievous, an empir-
ical demonstration that usury laws are responsible for
this over-issue is lacking.

Sumner holds that bank over~issue is responsible for
the business cycle, In the first place, it inflates prices

and causes a gold drain, which slows the extension of credit
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and initiates an economic slowdown, Second, over-issue
prevencs prices Irom falling f[ast suavughh to <lear commod-
ity markets.

The redundant currency proved a barrier to the

exchange of commodities, which, if we had pro-

duced too much, ought simply to have made us

very rich. It would not let prices fall so as

to make the exchange possible, nor yet allow

of an export of the surplus if we greferred

foreign goods in exchange for it.l
This last expilanation of cycles seems confused. It is
prebable that Sumner bellieves that "credit" induces busi-
ness over~investment, which later produces a temporary
fglut® in product markets. The "glut¥ will remain until

the money supply decreases, and prices fall.

A Critical Viewpoint Examined

Many commentators have suggested that Sumner wasg a
Social Darwinist, an evolutionist who believed in a "pro-
cess of constant struggle, men against nature, and men

against men, for the products of nature."16

Evolution,
moreover, was natural and inevitable, founded on natural

laws, and men could do little to alter the pace or direc-

1SSumner; #The Strikes," The William Graham Sumner
Papers, p. l4,.

16031houn, YAmerican Masters and Contemporary Socio=
logy,” Social Forces, p. 19, Also see Joceph J. Spengler,
#¥Evolution 1in igerfcan Economics," Evolutionary Thought
in America, ed. Stow Persons (New Haven: Yale University
Press, 1950), p. 218, See also, Gordon Harrison, Road to
525_5%5327(New York: William Morrow and Company, 1954),
Pp. 1 1""1 2.
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tion of the change it produced. Hence, Sumner was an
aeonamiec detarminiestr and a fatralist wha prasched a ser.
mon of passive obedience "to the forces in the nature of
the univarca."17

The essence of wisdom was to accept life as it
was found, and to exXercise reverent cautlion be-
fore acting willfully or purposlively. . Sumner-
ian social science meant acceptance of things as
they were, and the imposition of strict limita-~
tions ypon the legitimate scope of human acti-
Vity. }'

In an age of helter-skelter reform, he tried to

convince men that confidence in their ablility to
will and plan thelr destinies was unwarranted by

history or biology or any of the facts of exper~-
ience-~~that the best they could do was bow %o nat-
wral forces,l9

e » »850cial evolution is automatic and inevitable
and we will only retard progress by any man-made

plans for social progress. This view was vigora

ously upheld in the United States by. . .William

Graham Sumner of Yale Univarsity.z

The author believes that the preceding comments are

a misrepresentation of Sumner's position. First of all,

17In this regard see, Calhoun, "American Masters and
Contemporary Sociology," Social Forces, pp. 24=25. See
alsn, Ellwnod, Tha Stnry of Sacial Philacaphy, pp. 524.525

18Persons, Social Darwinism, , ., Pe 7.

19
2

OHarry Elmer Barnes, Historical Soéiology: Its Ori-
gin and Development (New York: Philosophical Library, 1948),
p. 175, Thie list of quotations can casily be extended. As
a final example, however, observe the following: “He in ef-
fect maintained that the mind is entirely molded by circume
stances and that it should resign itself to that fact, aban-

doning every gretense elther that it has innatre ldeas or
that it can remodel the world." Perry Miller, American

Thought: Civil War to World War 1 (New York: Rinehart &
Company, 1959), p. xxVvii,

Haofstadter, Socisl Darwinism in American., . ., P. 66.
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to be an "economic determinist" does not necessarily make
one an ecopomic fatalist. Sumer is an economic determine
ist in the sense that he believes that economic facts and
forces influence social and political institutions, Maur-
ice Davie has written:

Sumner was thus an economic¢ determinist not in
the doctrinaire sense of Karl Marx, but in the be-
lief that economic institutions are more basic
than other institutions. He maintained that poli.
tical and social institutions find thelr basis in
economic fact, and that the stage of the indus-~
trial organization existin§ at any time iy the
controlling social factor.4l

He might aliso be classified as a determinist becauge he
regards etonomic laws as permanent facts of economic life
to which men are necessarily subject. As demonstrated in
the bedy of this study, he does accept some social facts
as principles; there are laws in economics, and they are
just as operative and just as real as the laws of chemls-
try or physics,., Thus, at any given instant of time, Sum~
ner would hold that (1) the welfare of man is determined
by the man-land ratio; (2) given fixed quantities of land,
a given technology, and the addition of variable factors,
it is determined that the marginal product from the land
will eventually decrease; and (3) wages are determined by
demand and supply. Yet the acceptance of these statementss.

and there ara regservations--does not make Sumner an econo-

mic fatalist, These gstatements do not mean that (1) the

2lpavie, William Graham Sumner, p. 22.
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course of man's economic condition is predetermined and
cannot be altered; (2) total product from land must al-
ways grow at a decreasing rate; or (3) wages cannot change
because supply and demand cannot be modified, Sumner recC-
ognizes that rational men can alter the conditions to
which these three tendencies apply by technological c¢hange
embodied in increases in capital., Thus, man's welfare can
increase if he can create an industrial civilizatrion by
increasing capital goods,

The next essential point is that Sumner believes man
can azscomplish the rask of industrialization--while pre-
serving civil liberty--best through a system of laissez~-
faire. He did not try "to convince men that confidence
in their ability to will and plan their destinies was un-
warranted by history or biology." He tried, instead, to
convince men that social legislation and plutocracy were
not the proper methods to create and sustain a free,
Prosperous republic..

Finally, his position san pnlirisal sranony ig not an
endorsement of the gtatus guo. For Sumner, the status guo
was "plutocracy, jobbery, and privilege," and no one fought
more valiantly than he against these abusive uses of poli-
tical power. The mission of his political economy was to
present a consistent ideological case for a léigssez-faire
syatem 0f enterprise, and this was nou then, in his beller,

the status guo. As Harris E. Starr has said:
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Against the charge that he favored letting
thinge se they sre alone, may he mt the faet
that he spent hig life in trying to change
them, displaying an unselfishness, devotion,
and above all a loyalty  to truth, which few
ef hics eritiaes have aswver zovealed, While
others have put forth one project or another
for making the world over, Sumner, equally
concerned for the good of society, plead
for laissez-fajre, because exhaustive lnves-
tigatinn and honest reflection persuaded
him that this policy alone is conducive to
human well-being and %n harmony with eter-
nal moral principles,.Z2

This study has demonstrated that William Graham Sum-
nier adopted the political economy of laissez-faire because
he feared the political, economic, and moral consequences
of plutocracy. He held that plutocracy destreved his con-
ception of civil liberty, wasted capital,and lowered out-
put, -and worked undeserved hardships on the great middle
class of "forgotten men.!" He attempted to support his ar-
guements by an integration of Wliberty" with economics
and politics, Whether his analysis or conclusions are
onoush te carn him a apeceial place in ceonomie theory is
questionable, They may, however, earn him a deserved place

in the history of economic liberalism,.

22

Starr, William Graham Sumner, pp. 463=464,
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