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Introduction

In 1764, James Ilargreaves, an uneducated weaver from Lan-
cashire, England, displayed a remarkable invention. It was a hand-
cranked machine that could spin yarn on eight spindles. He called his
contraption a “spinning jenny”; later models of Hargreaves’ jenny had
up to 120 spindles. The replacement of hand-spinning by machine was
one of several inventions that mechanized the making of clothes, which
allowed a factory of specialized workers to make in a day what once
took a year. The Industrial Revolution was born.

The Industrial Revolution, with its mass production in factories,
transformed first England and then the world. As textile mills soaked
up capital, farmers were drawn to growing cities to take jobs in the fac-
tories. The era of the specialist had begun: cotton producers, weavers,
builders, loom repairmen, dyemakers, cutters, wholesalers, retailers,
and marketing experts all made the British textile industry a driving
force in the world. This specialized labor, this disciplined work force,
this competition for markets would later be repeated in the iron and
steel industry. British entrepreneurs went from making pins and nails
to plows and rails. During the 1800s, they tied the world together with
steamships, railroads, telegraphs, and telephones.

What would be the relationship between the Industrial Revolution
and free trade? What would be the balance between liberty and author-
ity in this new industrial society? At first, the answers to these ques-
tions were not clear. The political economy of the 1700s was dominated
by the idea of mercantilism—which urged nations to be self-sufficient,
to shun imports and promote exports, and to build their supplies of
gold. Therefore, the European mercantilist empires of the 1700s were
highly restrictive: tariffs, subsidies, monopolies, and government con-
tracts abounded.

Even as Hargreaves was inventing and perfecting his spinning
jenny, however, the ideas of free trade and private enterprise were find-
ing their way into print. William Blackstone, in the 1760s, published his
Commentaries on the Laws of England. According to Blackstone:

The absolute rights of man, considered as a free agent,
endowed with discernment to know good from evil, and with
power of choosing those measures which appear to him to be
most desirable, are usually scunmed up in one general appella-
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2/ Burton W. Folsom, Jr.

tion and denominated the natural liberty of mankind. This nat-
ura] liberty consists properly in a power of acting as one thinks
fit, without any restraint or control, unless by the law of nature;
being a right inherent in us by birth, and one of the gifts of God
to man at his creation, when he endued him with the faculty of
free will,

When Adam Smith wrote The Wealth of Nations in 1776, he applied this
idea of natural liberty to the nation state:

What is prudence in the conduct of every private family, can
scarce be folly in that of a great kingdom. If a foreign country
can supply us with a commodity cheaper than we ourselves
can make it, better buy it of them. . . . In every country, it always
is and must be the interest of the great body of the people to
buy whatever they want of those who sell it cheapest. The
proposition is so very manifest, that it seems ridiculous to take
any pains to prove it; nor could it ever have been called in ques-
tion, had not the interested sophistry of merchants and manu-
facturers confounded the common sense of mankind. Their
interest is, in this respect, directly opposite to that of the great
body of the people.

In this “system of natural liberty,” Smith argued, an invisible hand
in the marketplace helped transform mere private gains into public
usefulness:

It is not from the benevolence of the butcher, the brewer, or the
baker, that we expect our dinner, but from their regard to their
own interest. We address ourselves, not to their humanity but
to their self-love, and never talk to them of our own necessities
but of their advantages.

In 1850, Richard Cobden, the British political leader, argued further that
“free trade would have a tendency to unite mankind in the bonds of
peace.”

If free trade was moral, if it was efficient, if it promoted liberty and
public progress, and if it promoted international peace, then what was
the proper role of government in this new society. “According to the
system of natural liberty,” Adam Smith argued:

the sovereign has only three duties to attend to; three duties of
great importance, indeed, but plain and intelligible to common
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understandings: first, the duty of protecting the society from
the violence and invasion of other independent societies; sec-
ondly, the duty of protecting, as far as possible, every member
of society from the justice or oppression of every other member
of it, or the duty of establishing an exact administration of jus-
tice; and thirdly, the duty of erecting and maintaining certain
public works and certain public institutions, which it can never
be for the interest of any individual, or small number of indi-
viduals, to erect and maintain; because the profit could never
repay the expense to any individual or small number of indi-
viduals, though it may frequently do much more than repay it
to a great society.

Smith’s case for free trade and limited government won the battle
of ideas in the 1800s. The Industrial Revolution and the free trade that
followed brought rising standards of living to many Western countries.
Those countries outside the Western orbit watched the rise of industri-
alism with different attitudes. The Chinese, for example, remained iso-
lationist. They limited their trade with the West and refused to adopt
new technology or new ideas about individual liberty.

In 1793, Ch'ien Lung, the Chinese emperor, wrote a classic letter to
George Il of England. King George, it seems, wanted more trade with
China and sent a batch of British goods there to excite curiosity and
open doors for future trade. Ch'ien Lung dismissed Britain's “precious
objects.” “There is nothing we lack,” he smugly wrote. “We have never
set much store on strange or ingenious objects, nor do we need any
more of your country’s manufactures. .. .” In the 1800s, China followed
Ch'ien Lung’s policy whenever possible. While Western countries built
factories, railroads, and military equipment, China retreated into its
shell.

Japan's attitude was completely different. From the moment Com-
modore Matthew Perry opened up Japan for trade in 1854, the Japanese
began to copy Western technology. The Meiji dynasty encouraged tex-
tile production and Japan soon challenged the West in the making of
clothes. Ships, railroads, and guns would soon follow. In 1871, novelist
Kanagaki Robun captured popular sentiment in Japan toward the West
when he wrote, “In the West they're free of su perstitions. There it's the
custom to do everything scientifically, and that's why they've invented
amazing things like the steamship and the steam engine. . . . Aren’t they
wonderful inventions?”

To compare the views of Chien Lung and Kanagaki Robun on
trade is fo understand the history of China and Japan in the 1800s. In
the 1840s and 1850s, China lost wealth and land (including Hong Kong)
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to England and France during the Opium Wars. Later in the century, the
European powers carved the hapless Chinese nation into spheres of
influence. Japan by contrast, industrialized so quickly that it soon
rivaled the leading Western countries. In 1895, Japan crushed China in
a major war; ten years later Japan took on the Russians and thrashed
them convincingly.

The nineteenth-century examples of England, China, and Japan,
then, gave the world a tentative history lesson: Those nations that
industrialize and open themselves to trade will advance financially and
militarily. What the twentieth century has provided, however, is an
ironic twist of this lesson. The Western nations, which had led the
world in individual liberty, seemed more and more threatened by free
trade. The United States, for example, at the peak of its industrial hege-
mony during the 1920s, decided to erect high tariff barriers. When the
Great Depression took hold after 1929, the United States responded by
pushing the tariffs even higher. The Smoot-Hawley Tariff, passed in
1930, taxed 3,218 items; over one-fourth of these were sharply increased
under Smoot-Hawley. The result was increased disaster and stagnation
for all Western nations. When the United States, for example, tariffed
Swiss watches, the Swiss retaliated and tariffed American cars, vacuum
cleaners, and typewriters.

The non-Western nations, by contrast, even the dictatorships,
sometimes used trade to catch up with the West. The Russians, for
example, under Lenin and Stalin, appropriated grain from millions of
peasants and sent it to Europe in exchange for mining, railroad, tele-
graph, and sawmill technology. These trade advantages gained by the
Russians were, of course, largely negated by the stifling controls they
imposed on local entrepreneurs and the local economy. As the twenti-
eth century comes to an end, however, the non-Western countries of
Hong Kong, Taiwan, and Singapore are flourishing by doing what the
Western powers did a century ago—industrialize, encourage entrepre-
neurs, and trade freely.

—BurtoN W. FoLsoM, JR.
Senior Fellow in Economic Education
Mackinac Center for Public Policy
Midland, Michigan
September 1996
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Mercantilism: A Lesson for Our Times?

by Murray N. Rothbard

Mercantilism has had a “good press” during much of the twentieth
century. In the days of Adam Smith and the classical economists, by
contrast, mercantilism was properly regarded as a blend of economic
fallacy and state creation of special privilege. But in our century, the
general view of mercantilism has changed drastically: Keynesians hail
mercantilists as prefiguring their own economic insights; Marxists, con-
stitutionally unable to distinguish between free enterprise and special
privilege, hail mercantilism as a “progressive” step in the historical
development of capitalism; socialists and interventionists salute mer-
cantilism as anticipating modern state-building and central planning.

Mercantilism, which reached its height in the Europe of the seven-
teenth and eighteenth centuries, was a system of statism which
employed economic fallacy to build up a structure of imperial state
power, as well as special subsidy and monopolistic privilege to indi-
viduals or groups favored by the state. Thus, mercantilism held that
exports should be encouraged by the government and imports discour-
aged. Economically, this seems to be a tissue of fallacy; for what is the
point of exports if not to purchase imports, and what is the point of pil-
ing up gold if the gold is not used to purchase goods?

But mercantilism cannot be viewed satisfactorily as merely an exer-
cise in economic theory. The mercantilist writers, indeed, did not con-
sider themselves economic theorists, but practical men of affairs who
argued and pamphleteered for specific economic policies, generally for
policies which would subsidize activities or companies in which those
writers were interested. Thus, a policy of favoring exports and penaliz-
ing imports had two important practical effects: it subsidized mer-
chants and manufacturers engaged in the export trade, and it threw up
a wall of privilege around inefficient manufacturers who formerly had
to compete with foreign rivals. At the same time, the network of regu-

Dr. Rothbard (1926-1995) was the S.J. Hall Distinguished Professor of Economics at
the University of Nevada, Las Vegas, and Academic Vice President of the Ludwig von
Mises Institute. Among his works are the comprehensive treatise Man, Econonty, and State
{1962} and America’s Great Depression (1963). This article was originaily published in the
November 1963 issue of The Freeman.



8 / Murray N. Rothbard

lation and its enforcement built up the state bureaucracy as well as
national and imperial power.

The famous English Navigation Acts, which played a leading role
in provoking the American Revolution, are an excellent example of the
structure and purpose of mercantilist regulation. The network of
restriction greatly penalized Dutch and other European shippers, as
well as American shipping and manufacturing, for the benefit of Eng-
lish merchants and manufacturers, whose competition was either out-
lawed or severely taxed and crippled. The use of the state to cripple or
prohibit one’s competition is, in effect, the grant by the state of monop-
olistic privilege; and such was the effect for Englishmen engaged in the
colonial trade.

A further consequence was the increase of tax revenue to build up
the power and wealth of the English government, as well as the multi-
plying of the royal bureaucracy needed to administer and enforce the
regulations and tax decrees. Thus, the English government, and certain
English merchants and manufacturers, benefited from these mercan-
tilist laws; the losers included foreign merchants, American merchants
and manufacturers, and, above all, the consumers of all lands, including
England itself. The consumers lost, not only because of the specific dis-
tortions and restrictions on production of the various decrees, but also
from the hampering of the international division of labor imposed by
all the regulations.

Adam Smith’s Refutation

Mercantilism, then, was not simply an embodiment of theoretical
fallacies; for the laws were only fallacious if we look at them from the
point of view of the consumer, or of each individual in society. They are
not fallacious if we realize that their aim was to confer special privilege
and subsidy on favored groups. Since subsidy and privilege can only be
conferred by government af the expense of the remainder of its citizens.
The fact that the bulk of the consumers lost in the process should occa-
sion little surprise.!

Contrary to general opinion, the classical economists were not con-
tent merely to refute the fallacious economics of such mercantilist theo-
ries as bullionism or protectionism; they also were perfectly aware of
the drive for special privilege that propelled the “mercantile system.”
Thus, Adam Smith pointed to the fact that linen yarn could be imported
into England duty free, whereas heavy import duties were levied on
finished woven linen. The reason, as seen by Smith, was that the
numerous English yarm-spinners did not constitute a strong pressure-
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group, whereas the master-weavers were able to pressure the govern-
ment to impose high duties on their product, while making sure that
their raw material could be bought at as low a price as possible. He con-
cluded that the

motive of all these regulations, is to extend our own manufac-
tures, not by their own improvement, but by the depression of
those of all our neighbors, and by putting an end, as much as
possible, to the troublesome competition of such odious and
disagreeable rivals. . ..

Consumption is the sole end and purpose of all produc-
tion; and the interest of the producer ought to be attended to,
only so far as it may be necessary for promoting that of the con-
sumer. . . . But in the mercantile system, the interest of the con-
sumer is almost constantly sacrificed to that of the producer;
and it seems to consider production, and not consumption, as
the ultimate end and object of all industry and commerce.

In the restraints upon the importation of all foreign com-
modities which can come into competition with those of our
own growth, or manufacture, the interest of the home-
consumer is evidently sacrificed to that of the producer. It is
altogether for the benefit of the latter, that the former is obliged
to pay that enhancement of price which this monopoly almost
always occasions.

It is altogether for the benefit of the producer that bounties
are granted upon the exportation of some of his productions.
The home-consumer is obliged to pay, first, the tax which is
necessary for paying the bounty, and secondly, the still greater
tax which necessarily arises from enhancement of the price of
the commodity in the home market.”

Before Keynes

Mercantilism was not only a policy of intricate government regula-
tions; it was also a pre-Keynesian policy of inflation, of lowering inter-
est rates artificially, and of increasing “effective demand” by heavy
government spending and sponsorship of measures to increase the
quantity of money. Like the Keynesians, the mercantilists thundered
against “hoarding,” and urged the rapid circulation of money through-
out the economy; furthermore, they habitually pointed to an alleged
“scarcity of money” as the cause of depressed trade or unemployment.
Thus, in a prefiguration of the Keynesian “multiplier,” William Potter,



10 / Murray N. Rothbard

one of the first advocates of paper money in the Western world (1650),
wrote:

The greater quantity . .. of money .. . the more commodity they
sell, that is, the greater is their trade. For whatsoever is taken
amongst men . . . though it were ten times more than now it is,
yet if it be one way or other laid out by each man, as fast as he
receives it . . . it doth occasion a quickness in the revolution of
commodity from hand to hand . . . much more than propor-
tional to such increase of money. . . .*

And the German mercantilist F. W, von Schrétter wrote of the impor-
tance of money changing hands, for one person’s spending is another’s
income; as money “passfes] from one hand to another . . . the more use-
ful it is to the country, for . . . the sustenance of so many people is mul-
tiplied,” and employment increased. Thrift, according to von Schrotter,
causes unemployment, since saving withdraws money from circula-
tion. And John Cary wrote that if everyone spent more, everyone
would obtain larger incomes, and “might then live more plentifully.”>

Historians have had an unfortunate tendency to depict the mercan-
tilists as inflationists and therefore as champions of the poor debtors,
while the classical economists have been considered hard-hearted apol-
ogists for the status guo and the established order. The truth was almost
precisely the reverse. In the first place, inflation did not benefit the
poor; wages habitually lagged behind the rise in prices during infla-
tions, especially behind agricultural prices. Furthermore, the “debtors”
were generally not the poor but large merchants and quasi-feudal land-
lords, and it was the landlords who benefited triply from inflation:
from the habitually steep increases in food prices, from the lower inter-
est rates and the lower purchasing-power of money in their role as
debtors, and from the particularly large increases in land values caused
by the fall in interest rates. In fact, the English government and Parlia-
ment was heavily landlord-dominated, and it is no coincidence that one
of the main arguments of the mercantilist writers for inflation was that
it would greatly raise the value of land.

Exploitation of Workers

Far from being true friends of laborers, the mercantilists were
frankly interested in exploiting their labor to the utmost; full employ-
ment was urged as a means of maximizing such exploitation. Thus, the
mercantilist William Petyt wrote frankly of labor as “capital material
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. raw and undigested . . . committed into the hands of supreme
authority, in whose prudence and disposition it is to improve, manage,
and fashion it to more or less advantage.”® Professor Furniss comments
that “it is characteristic of these writers that they should be so readily
disposed to trust in the wisdom of the civil power to ‘improve, manage,
and fashion’ the economic ‘raw material’ of the nation. Bred of this con-
fidence in statecraft, proposals were multiplied for exploiting the labor
of the people as the chief source of national wealth, urging upon the
rulers of the nation diversle] schemes for directing and creating
employment. . . .”7 The mercantilist’s attitude toward labor and full
employment is also indicated by his dislike of holidays, by which the
“nation” was deprived of certain amounts of labor; the desire of the
individual worker for leisure was never considered worthy of note.

Compulsory Employment

The mercantilist writers realized frankly that the corollary to a
guarantee of full employment is coerced labor for those who don't wish
to work or to work in the employment desired by the guarantors, One
writer summed up the typical view: “It is absolutely necessary that
employment should be provided for persons of every age that are able
and willing to work, and the idle and refractory should be sent to the
house of correction, there to be detained and constantly kept to labor.”
Henry Fielding wrote that “the constitution of a society in this country
having a claim on all its members, has a right to insist on the labor of
the poor as the only service they can render.” And George Berkeley
asked rhetorically “whether temporary servitude would not be the best
cure for idleness and beggary? . . . Whether sturdy beggars may not be
seized and made slaves to the public for a certain term of years?”®
William Temple proposed a scheme to send the children of laborers,
from the age of four on, to public workhouses, where they would be
kept “fully employed” for at least twelve hours a day,” for by these
means we hope that the rising generation will be habituated to constant
employment. . . .” And another writer expressed his amazement that
parents tended to balk at these programs:

Parents . . . from whom to take for time the idle, mischievous,
least useful and most burdensome part of their family to bring
them up without any care or expense to themselves in habits of
industry and decency is a very great relief; are very much
adverse to sending their children . . . from what cause, it is dif-
ficult to tell.”
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Perhaps the most misleading legend about the classical economists
is that they were apologists for the sfatus quo; on the contrary, they were
“radical” libertarian opponents of the established Tory mercantilist
order of big government, restrictionism, and special privilege. Thus,
Professor Fetter writes that during the first half of the nineteenth cen-
tury, the

Quarterly Review and Blackwood’s Edinburgh Magazine, staunch
supporters of the established order, and opponents of change
in virtually all fields, had no sympathy with political economy
or with laissez-faire, and were constantly urging maintenance
of tariffs, expenditures by government, and suspension of the
gold standard in order to stimulate demand and increase
employment. On the other hand the Westminster's [journal of
the classical liberals] support of the gold standard and free
trade, and its opposition to any attempt to stimulate the econ-
omy by positive government action, came not from believers in
authority or from defenders of the dominant social force
behind authority, but from the most articulate intellectual radi-
cals of the time and the severest critics of the established
order.!

Southey Favors Nationalization

In contrast, let us consider the Quarterly Review, a high Tory journal
which always “assumed that the unreformed Parliament, the domi-
nance of a landed aristocracy . . . the supremacy of the established
church, discrimination of some sort against Dissenter, Catholic, and
Jew, and the keeping of the lower classes in their place were the foun-
dations of a stable society.” Their leading writer on economic problems,
the poet Robert Southey, repeatedly urged government expenditure as
a stimulant to economic activity, and attacked England’s resumption of
specie payments (return to the gold standard) affer the Napoleonic
Wars. Indeed, Southey proclaimed that an increase in taxes or in the
public debt was never a cause for alarm, since they “give a spur to the
national industry, and call forth national energies.” And, in 1816,
Southey advocated a large public works program for relief of unem-
ployment and depression.!!

The Quarterly Review's desire for stringent government control and
even ownership of the railroads was at least frankly linked with its
hatred of the benefits that railroads were bringing to the mass of the
British population. Thus, where the classical liberals hailed the advent
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of railroads as bringing cheaper transportation and as thereby increas-
ing the mobility of labor, the Quarterly’s John Croker denounced rail-
roads as “rendering travel too cheap and easy— unsettling the habits of
the poor, and tempting them to improvident migration.”!?

The arch-Tory William Robinson, who often denounced his fellow
Tories for compromising even slightly on such principles as high tariffs
and no political rights for Catholics, wrote many pre-Keynesian arti-
cles, advocating inflation to stimulate production and employment,
and denouncing the hard-money effects of the gold standard. And Sir
Archibald Alison, a Tory and an inveterate advocate of inflation who
even ascribed the fall of the Roman Empire to a shortage of money,
frankly admitted that it was the agricultural class that had suffered
from the lack of inflation since resumption of the gold standard.’?

Controls Under Elizabeth

A few case studies will illustrate the nature of mercantilism, the
reasons for mercantilist decrees, and some of the consequences that
they brought to the economy.

One important part of mercantilist policy was wage controls. In the
fourteenth century, the Black Death killed one-third of the laboring
population of England, and naturally brought sharp advances in wage
rates. Wage controls came in as wage-ceilings, in desperate attempts by
the ruling classes to coerce wage rates below their market price. And
since the vast bulk of employed laborers were agricultural workers, this
was clearly legislation for the benefit of the feudal landlords and to the
detriment of the workers.

Textiles vs. Agriculture

The result was a persistent shortage of agricultural and other
unskilled laborers for centuries, a shortage mitigated by the fact that
the English government did not try to enforce the laws very rigorously.
When Queen Elizabeth tried to enforce the wage controls strictly, the
agricultural labor shortage was aggravated, and the landlords found
their statutory privileges defeated by the more subtle laws of the mar-
ket. Consequently, Elizabeth passed, in 1563, the famous Statute of Arti-
ficers, imposing comprehensive labor control.

Attempting to circumvent the shortage caused by previous inter-
ventions, the statute installed forced labor on the land. It provided that:
(1) whoever had worked on the land until the age of 12 be compelled to
remain there and not leave for work at any other trade; {2) all crafts-
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men, servants, and apprentices who had no great reputation in their
fields be forced to harvest wheat; and (3) unemployed persons be com-
pelled to work as agricultural laborers. In addition, the statute prohib-
ited any worker from quitting his job unless he had a license proving
that he had already been hired by another employer. And, furthermore,
justices of the peace were ordered to set maximum wage rates, geared
to changes in the cost of living,.

The statute also acted to restrict the growth of the woolen textile
industry; this benefited two groups: the landlords, who would no longer
lose laborers to industry and suffer the pressure of paying higher wage
rates, and the textile industry itself, which received the privilege of
keeping out the competition of new firms or new craftsmen. The coerced
immobility of labor, however, led to suffering for all workers, including
textile craftsmen; and to remedy the latter, Queen Elizabeth imposed a
minimum wage law for textile craftsmen, thundering all the while that
the wicked clothing manufacturers were responsible for the craftsmen’s
plight. Fortunately, textile employers and workers persisted in agreeing
on terms of employment below the artificially set wage rate, and heavy
textile unemployment did not yet arise.

Enforcing Bad Laws

The program of wage controls could not cause undue dislocations
until they were stringently enforced, and this came to pass under King
James I, the first Stuart king of England. Upon assuming the throne in
1603, James decided to enforce the Elizabethan control program with
great stringency, including extremely heavy penalties against employ-
ers. Rigorous enforcement was imposed on minimum wage controls for
textile craftsmen, and on maximum wage decrees for agricultural
laborers and servants.

The consequences were the inevitable result of tampering with the
laws of the market: chronic severe unemployment throughout the tex-
tile industry, coupled with a chronic severe shortage of agricultural
labor. Misery and discontent spread throughout the land. Citizens were
fined for paying their servants more than ceiling wages, and servants
fined for accepting the pay. James, and his son Charles 1, decided to
stem the tide of unemployment in textiles by compelling employers to
remain in business even when they were losing money. But even
though many employers were jailed for infractions, such Draconian
measures could not keep the textile industry from depression, stagna-
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tion, and unemployment. Certainly the consequences of the policy of
wage controls was one of the reasons for the overthrow of the Stuarts’
monarchy in the mid-seventeenth century.

Mercantilist Practices in Colonial Massachusetts

The young colony of Massachusetts engaged in a great many mer-
cantilist ventures, with invariably unfortunate results. One attempt
was a comprehensive program of wage and price controls, which had
to be abandoned by the 1640s. Another was a series of subsidies to try
to create industries in the colony before they were economically viable,
and therefore before they would be created on the free market. One
example was iron manufacture. Early iron mines in America were small
and located in coastal swamps (“bog iron”), and primary manufac-
tured, or “wrought,” iron was made cheaply in local bloomeries, at an
open hearth., The Massachusetts government decided, however, to
force the creation of the more imposing—and far more expensive—
indirect process of wrought iron manufacture at a blast furnace and
forge. The Massachusetts legislature therefore decreed that any new
iron mine must have a furnace and forge constructed near it within ten
years of its discovery. Not content with this measure, the legislature in
1645 granted a new Company of Undertakers For An Iron Works In
New England, a 21-year monopoly of all ironmaking in the colony. In
addition, the legislature granted the company generous subsidies of
timber land.

But despite these subsidies and privileges, as well as additional
large grants of timberland from the town governments of Boston and
Dorchester, the Company’s venture failed dismally and almost imme-
diately. The Company did its best to salvage its operations, but to no
avail. A few years later, John Winthrop, Jr., the main promoter of the
older venture, induced the authorities of New Haven colony to subsi-
dize an iron manufacture of his at Stony River. From the governments
of New Haven colony and New Haven township, Winthrop was
granted a whole host of special subsidies: land grants, payment of all
costs of building the furnace, a dam on the river, and the transportation
of fuel. One of Winthrop’s partners in the venture was the deputy-gov-
ernor of the colony, Stephen Goodyear, who was thus able to use the
power of government to grant himself substantial privileges. But again,
economic law was not to be denied, and the ironworks proved to be
another rapidly failing concern.



16 / Murray N. Rothbard

Debtors’ Relief: A Scheme to Aid the Rich

One of the most vigorously held tenets of the dominant neo-Marx-
ist historians of America has been the view that inflation and debtors’
relief were always measures of the “lower classes,” the poor farmer-
debtors and sometimes urban workers, engaging in a Marxian class
struggle against conservative merchant-creditors. But a glance at the
origins of debtors’ relief and paper money in America easily shows the
fallacy of this approach; inflation and debtors’ relief were mercantilist
measures, pursued for familiar mercantilist ends.

Debtors’ relief began in the colonies, in Massachusetts in 1640.
Massachusetts had experienced a sharp economic crisis in 1640, and the
debtors turned immediately to special privilege from the government.
Obediently, the legislature of Massachusetts passed the first of a series
of debtors’ relief laws in October, including a minimum-appraisal law
to force creditors to accept insolvent debtors’ property at an arbitrarily
inflated assessment, and a legal-tender provision to compel creditors to
accept payment in an inflated, fixed rate in the monetary media of the
day: corn, cattle, or fish.

Further privileges to debtors were passed in 1642 and 1644, the lat-
ter permitting a debtor to escape foreclosure simply by leaving the
colony. The most drastic proposal went to the amazing length of pro-
viding that the Massachusetts government assume all private debts
that could not be paid! This plan was passed by the upper house, but
defeated in the house of deputies.

The fact that this astounding bill was passed by the upper house—
the council of magistrates—is evidence enough that this was not a
proto-Marxian eruption of poor debtors. For this council was the ruling
group of the colony, consisting of the wealthiest merchants and
{fandowners. If not for historical myths, it should occasion no surprise
that the biggest debtors were the wealthiest men of the colony, and that
in the mercantilist era a drive for special privilege shouid have had typ-
ically mercantilist aims. On the other hand, it is also instructive that the
more democratic and popularly responsible lower house was the one
far more resistant to the debt relief program.

Paper Money Inflation

Massachusetts has the dubious distinction of having promulgated
the first governmental paper money in the history of the Western
world—indeed, in the history of the entire world outside of China. The
fateful issue was made in 1690, to pay for a plunder expedition against
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French Canada that had failed drastically. But even before this, the lead-
ing men of the colony were busy proposing paper money schemes. The
Reverend John Woedbridge, greatly influenced by William Potter’s
proposals for an inflationary land bank, proposed one of his own, as
did Governor John Winthrop, Jr., of Connecticut. Captain John Black-
well proposed a land bank in 1686, the notes of which would be legal
tender in the colony, and such wealthy leaders of the colony as Joseph
Dudley, William Stoughton, and Wait Winthrop were prominently
associated with the plan.

The most famous of the inflationary land-bank schemes was the
Massachusetts Land Bank of 1740, which has generally been limned in
neo-Marxist terms as the creation of the mass of poor farmer-debtors
over the opposition of wealthy merchant-creditors of Boston. In actual-
ity, its founder, John Colman, was a prominent Boston merchant and
real-estate speculator; and its other supporters had similar interests—as
did the leading opponents, who were also Boston businessmen. The dif-
ference is that the advocates had generally been receivers of land grants
from the Massachusetts government, and desired inflation to raise the
value of their speculatively held land claims.! Once again—this was a
typically mercantilist project.

Keynes Wouldn’t Learn

From just a brief excursion into mercantilist theory and practice, we
may conclude that Lord Keynes might have come to regret his enthusi-
astic welcome to the mercantilists as his forbears. For they were his for-
bears indeed; and the precursors as well of the interventions, subsidies,
regulations, grants of special privilege, and central planning of today.
But in no way could they be considered as “progressives” or lovers of
the common man; on the contrary, they were frank exponents of the old
order of statism, hierarchy, landed oligarchy, and special privilege—
that entire “Tory” regime against which laissez-faire liberalism and
classical economics leveled their liberating “revolution” on behalf of
the freedom and prosperity of all productive individuals in society,
from the wealthiest to the humblest. Perhaps the modern world will
learn the lesson that the contemporary drive for a new mercantilism
may be just as profoundly “reactionary,” as profoundly opposed to the
freedom and prosperity of the individual, as its pre-nineteenth-century
ancestor.

1. "The laws and proclamations . . . were the product of conflicting interests of
varying degrees of respectability. Each group, economic, social, or religious, pressed con-
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stantly for legislation in conformity with its special interest. The fiscal needs of the crown
were always an impartant and generally a determining influence on the course of trade
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ture, on the other hand, consisted in the main of writings by or on behalf of ‘merchants’
or businessmen . . . tracts which were partly or wholly, frankly or disguisedly, special
pleas for special economic interests. Freedom for themselves, restrictions for others, such
was the essence of the usual program of legislation of the mercantilist tracts of merchant
authorship.” Jacob Viner, Siudies i the Theory of International Trade (New York: Harper &
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Adam Smith’s Economics of Freedom

by John Montgomery

The reputation of Adam Smith’s The Wealth of Nations has survived
its bicentennial, which is not always the case with anniversaries of
weighty scientific or literary works. But Smith’s portrayal of the free-
market economy remains the centerpiece of economic theory, often
challenged but never replaced. And, even after the passage of more
than two centuries, it clearly speaks to the economic dilemma of today.

To start with one misconception, economics did not begin with the
great eighteenth-century Scotsman Adam Smith. Economic thought
can be traced back through St. Thomas Aquinas all the way to Aristotle.
Nor was Smith the first economist. In his time there was a group of the-
orists in France which anticipated some of his ideas. They are now
known as the Physiocrats, except that they called themselves econo-
mistes. In England at the time many pamphlets, tracts, and books on
economic questions were being written by businessmen, bankers, and
scholars of various sorts. The dominant point of view then, mercantil-
ism, thought of economics as strategy in the competition among trad-
ing nations. This first epoch of the “science” of economics did not begin
with Adam Smith; it culminated in him.

What Smith did in the watershed year of 1776 was to come out with
a great tome of a thousand pages with the abridged title of The Wealth of
Nations. In time it was to become a blockbuster in economics and it has
been called one of the world’s truly great books. What Smith did in the
book was to survey all the scattered ideas and writings about econom-
ics before him and then assemble them into a coherent whole which, for
the first time, compelled the recognition that economics was and
deserved to be a single, special field. In Adam Smith political economy,
as it was known then, was the beginning of modern economic thought.

The complete title of his book was An Inquiry info the Nature and
Causes of the Wealth of Nations, and that well describes his point of
departure. Economic debate in the eighteenth century focused on the
source of national wealth. Was it agriculture, labor, or commerce? The
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answer suggested by the quickening of business activity in England at
the time was commerce.

Not Just Precious Metals, But All Items of Commerce

The mercantilists held that wealth was gold and silver, mostly
acquired in foreign trade. But Smith saw it differently: Wealth was the
nation’s production of the “necessaries, comforts, and conveniences of
life” or, as he also put it, the “annual produce of the land and the fabor
of the people.” As for the source of this wealth, Smith started with what
economists would call a “labor theory of value.” For Smith and his fol-
lowers, and for all Marxists to this day, human labor was the ultimate
source of wealth.

Smith pointed out the great increase in human productivity yielded
by what he called the “division of labor,” that is, the growing practice of
splitting up the job of making something into separate tasks assigned to
different workers. In effect, he was describing an early stage in the
development of mass production and, to illustrate it, he chose the pin
factory of his time.

He asserted that “a workman not educated to this business . . . nor
acquainted with the machinery employed in it . .. could scarce, per-
haps, with his utmost industry, make one pin in a day, and certainly
could not make twenty. But in the way in which this business is now
carried on . . . one man draws out the wire, another straights it, a third
cuts it, a fourth points it, a fifth grinds it at the top for receiving the
head; to make the head requires two or three distinct operations; to put
it on, is a peculiar business, to whiten the pins is another; it is even a
trade by itself to put them into the paper; and the important business of
making a pin is, in this manner, divided into about eighteen distinct
operations, which, in some manufactories, are all performed by distinct
hands, though in others the same man will sometimes perform two or
three of them. T have seen a small manufactory of this kind where ten
men only were employed, and where some of them consequently per-
formed two or three distinct operations. But though they were very
poor, and therefore but indifferently accommodated with the necessary
machinery, they could, when they exerted themselves, make among
them about twelve pounds of pins in a day. There are in a pound
upwards of four thousand pins of a middling size. These ten persons,
therefore, could make among them upwards of forty-eight thousand
pins in a day.”

Thus, Smith made his point about the productivity realized by



Adam Smith’s Economics of Freedom [/ 21

means of the division of labor--and in a small shop employing ten men
at the very beginning of the Industrial Revolution.

Smith went on to describe how the division of labor operated not
just in a shop or factory but also in a whole national economy made up
of diverse, specializing firms and industries in the different localities
and regions, taking advantage of local differences in climate, soil, loca-
tion, natural resources, the characteristics of the local population: all of
those things which can make possible more efficient and lower-cost
production of particular goods than can be accomplished elsewhere.
And, similarly, Smith described an international division of labor in the
production of commodities for foreign trade among the diverse nations
and regions of the world.

Heonomic Growth

From that starting point, Smith went on to describe the system of
production of goods in a national economy and outlined what he con-
ceived of as the forces which led to the “progress of opulence,” or what
today would be called economic growth. He saw the production of
material wealth, that is, of goods, as requiring three things: the division
of labor, the widening and extension of markets for the goods pro-
duced, and increasing “stock,” his term for production equipment,
machinery and working capital.

In Smith’s scheme, it was the accumulation of capital which led to
the progress of opulence from an agricultural economy to manufactur-
ing to commerce. The resulting increased output of food and other
goods necessary to life permitted the survival of a larger population
which, in turn, meant further extension of markets, a larger and more
skilled labor force, and further accumulation of capital. In this way he
saw the economy spiraling to higher and higher levels of development,
raising the whole social order with it. It was an optimistic, almost buoy-
ant view which was largely justified by the times he lived in but was
not to survive its author by very long.

It was Adam Smith’s description of how a market economy
worked that was the starting point of a complex theoretical system that
would become the new “science of economics.” His theory of markets
would be elaborated and refined by economists throughout the nine-
teenth century, and it has remained center stage in the twentieth cen-
tury, at least in the negative sense of growing disagreement and retreat
from it after the debacle of theory in the Great Depression. But the the-
ory of markets is too central a part of economics to be quickly set aside,
and much of modern economic debate has amounted to repeated
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attempts to dislodge it in favor of corrective or alternative formula-
tions.

Market Pricing

In effect, Smith conceived of the economy of a nation as one vast
whole with immense internal complexity but with interaction and
interdependence of internal forces which were self-adjusting and self-
regulating. In Smith’s scheme the market was not a place but the total-
ity of exchanges—that is, of buying and selling—of the products of all
the different occupations and industries in the national economy. At the
center of this were prices, constantly changing in accordance with the
laws of supply and demand and, in turn, balancing supply and
demand not just for goods but for the resources, both human and mate-
rial, needed to produce them.

As for those resources—Iland, labor, and capital, needed in varying
proportions to produce each good—their prices, mediated by supply
and demand, directed them to those places and those employments
where they would produce the most for the economy and the popula-
tion as a whole. Of course, money spent by one person is money
received by another. So, in Smith's system, those prices were also
income: rent for the landlords, wages for laborers, and profits for the
capitalists and businessmen. These people, making up the three great
classes of the population of Great Britain in his time, divided up the
total income generated by the national economy, which amounted to
the prices paid for all of the goods and commodities produced—that is,
for all the “necessaries, comforts, and conveniences” of the people, the
sovereign consumers for whom the system operated.

The Role of the Businessman

In Smith’s market theory people were not only the beneficiaries but
the moving parts of the system: householders, workers, farmers,
landowners, manufacturers, merchants, and traders, all of them ratio-
nal economic men (and they were almost solely male at that time} who
were free to pursue their own gain, the best return for their own contri-
butions to the economic life of their communities and the country. To
Smith, the capitalist businessmen, whom he referred to as “undertak-
ers,” were the key to the success of the system. For it was the “under-
takers” who coordinated the movements and combinations of all the
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other participants in the economy for their best possible employments
under existing conditions.

Smith mistrusted businessmen. In one of the best known passages
in his book, he wrote: “People of the same trade seldom meet together,
even for merriment and diversion, but the conversation ends in a con-
spiracy against the public, or in some contrivance to raise prices.” But
he gave them credit for being the savers who accumulated capital for
new business ventures, without which there would be no economic
growth. He wrote that in contrast to the workers, who were forced to
spend all they earned on the necessaries, and the idle rich, who squan-
dered their incomes on the comforts and conveniences, the capitalist
businessmen put off immediate spending for consumption to some
extent and set aside part of their profits for investment in future under-
takings, with no guarantee that the capital they risked might not be lost
in an unsuccessfud venture,

Mobility and Competition

Smith set forth two linked and indispensable conditions to be met
if the economic system he described were to work: There must be free
movement for all in the system so that each man might seek the best
opportunity for his labor or resources. And there must be free competi-
tion among all for the buyer’s shilling, for markets, for labor, and for
jobs. There must be no monopolies or combinations in restraint of trade
or limiting entry into new fields, and no government-granted privi-
leges for a favored few. Smith railed at the dense thicket of government
regulations and restrictions of his time, which he saw as preventing the
fluid and free movement of men and capital throughout the economy
that was necessary for prosperity and growth.

Smith sensed an order in the economic universe, not imposed from
above but somehow the outcome of the almost infinite number of trans-
actions in the exchange economy. It has been said that the nature of this
order was the “mystery” he set out to solve in his book. Instead of gov-
ernment direction of the economy as the source of that order, Smith
came up with his famous metaphor of the “invisible hand.” It was, he
wrote, as though there were an invisible hand directing the efforts of
everyone—even though each man was pursuing his own gain—in a
way that promoted the interests of society as a whole.

It was not that Smith thought the invisible hand was tugging on
puppet strings to guide the economic behavior of each individual. To
him, the invisible hand was a metaphor for the workings of the mar-
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ket economy in the setting of the institutions of political and eco-
nomic freedom. It was Providence, he thought, that had endowed
mankind with the capacities and propensities which made possible
such a society and such a system. Today, what Smith called the invis-
ible hand might be thought of in cybernetic terms as “feedback
loops”—for example, as market prices being regulated by negative
feedback.

Smith knew, of course, that his ideal of the invisible hand operating
in a completely free, purely competitive market economy was never a
very realistic picture of an economy in the real world. But he contended
that the more nearly the ideal was realized, the better the economy
would work. And it was that ideal which was the unifying concept he
applied to the wilderness of economic phenomena fo reveal an under-
lying order.

A Self-Regulating Arrangement

By now the idea of the self-regulating economy is a familiar one,
whether accepted or not. And many of the elements contained in the
idea had been described before Smith put them all together. But how
did he come up with the whole ”vision” and what was its source? In
effect, it was already at hand, in the climate of opinion and generally
held ideas of that time—although in a different context.

In Smith’s time the burgeoning commercial society of England was
beginning to generate the Industrial Revolution, that great outburst of
inventions which meant the end of the old system of hand-crafted pro-
duction and ushered in the modern age of mass production in factories
equipped with power-driven machinery. England was harnessing
waterpower and steam. Soon to come were the giant textile mills in the
north of England where uprooted country people, and their children,
tended looms which disgorged immense quantities of cotton cloth for
new world markets. In its “satanic mills,” capitalism was to produce
enormous quantities of goods and amass hitherto unattainable
wealth—as well as great fortunes for a few.

It was this great national wealth which, in effect, bought and paid
for the British Empire, financing the Royal Navy, the troops and the
colonial administrations which would rule one-third of the world. But
there was a vital question posed by capitalism, although the word was
not yet then in currency. How was this incredible machine to be con-
trolled? It was showing signs of becoming a juggernaut.

Smith had been professor of “moral philosophy” at Glasgow Uni-
versity in Scotland. Economics or, rather, political economy as it was
known at the time, was still a branch of moral philosophy, which corre-
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sponded to the social sciences of today. Besides moral philosophy there
was natural philosophy, the physical sciences.

The “Age of Enlightenment”

Eighteenth-century philosophers, in the “Age of Enlightenment,”
believed they were beginning to make sense of the world in the light of
scientific thought, which had erupted in the century that preceded
them. In the seventeenth century, Isaac Newton’s theoretical physics
with its concept of the physical universe as a mechanical system and its
theory of the “natural laws” of the movements of the heavenly bodies
had seemed to show a harmony in nature, a cosmos with all its parts
reliably performing their appropriate functions in the overall smooth
working of the whole.

Inspired by that concept, the men of the Enlightenment believed
there were also natural laws governing man’s behavior. The social and
moral sciences of that time were finding in the world of man the possi-
bility of a similar, harmonious human-social cosmos, a world of free
individuals pursuing the satisfaction of their natural desires and in so
doing acting in ways that would fit into an orderly system of natural
social processes.

But, outside of the libraries and studies of the scholars of that time,
there was change, ferment, and disorder all around. The iron con-
straints of medieval society had long since given way, and the Protes-
tant Reformation had rejected the absolute authority over the individ-
ual of God’s church. The people were beginning to ask questions about
their lot; there was a growing clamor for personal liberties and a chance
to get in on the new opportunities to make money. The social philoso-
phers of the seventeenth century were forced to confront some less-
than-theoretical questions: How does social order emerge from the
potential chaos of an individualistic society? Is there a natural social
order? What should be the role of government?

By Adam Smith’s time these questions had brought an answer: a
theory of liberal democracy which was believed to rest on natural law
like the laws of the physical world. The theory harked back to the
philosopher John Locke in the previous century and, along with many
others, was advanced in Smith’s time by his close friend and fellow
Scottish philosopher David Hume.

According to the theory, each individual was a part of nature and
therefore was endowed with “natural” rights: to life, liberty, and prop-
erty. Further, he was endowed with God-given capacities and propen-
sities which would flower in a society that served the best interests of
all. To realize that society, a political system of the rule of law rather
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than of a few powerful men was required. The laws would provide
even-handed justice, personal freedoms, minimal government, private
property, the sanctity of private contracts, economic freedoms, and free
trade, both domestic and foreign. In the kind of society made possible
by such laws, free men would both compete with and cooperate with
each other, exercising their rights to pursue their own visions and, at
the same time, respecting the rights of others.

Classical Liberalism

This doctrine of classical liberalism was patterned after Newton's
concept of the physical universe as a mechanical system embodying
“natural laws”; the doctrine amounted to a similar vision, that of a
human-social system also embodying natural laws. And, in much the
same way, what Smith did in his theory of a liberal economy was to pat-
tern it, too, after Newton’s system, using quasi-gravitational mechanics
to explain the workings of a self-regulating market economy. What
made it possible for Smith to do this was his encyclopedic knowledge
of economic history and his authoritative mastery of the economic life
of his own time, which he described in realistic and convincing detail.

Classical liberalism provided the vision for political and social
reforms in England for two centuries. By the twentieth century that
time had largely passed in England and in the rest of Europe where
intellectuals and social reformers were convinced by Marx’s dissection
of capitalism and excited by the utopian spell of socialism. But the
Founding Fathers of this country were very much men of the Enlight-
enment and it was the ideas of classical liberalism as expressed in the
Declaration of Independence and the Constitution that gave shape to
the American republic and have been the foundation of our liberties
ever since.

On publication, Adam Smith’s great tome was well received by his
fellow scholars both in Britain and abroad. But government, under-
standably, was in no hurry to take his advice, with one notable excep-
tion: The younger Pitt, to become George the Third’s prime minister,
was deeply influenced by the book as a student and would be the first
English statesman to be converted to the doctrine of free trade.

Smith’s death in 1790 attracted little notice. But the influence of his
book continued to grow. By the time another twenty years had passed,
his readers had become his followers and successors, and had estab-
lished him as the father of classical economics. His book routed the
mercantilist ideas that had prevailed in his lifetime and for a while vir-
tually blotted out the memory of those who had come before him.



John Bright: Voice of Victorian Liberalism

by Nick Elliott

John Bright did more than anyone else to bring about the great
advances for liberty in nineteenth-century Britain. A leading orator and
agitator, he was considered by many to be the best political speaker of
the century. His voice contained a quiet passion, that captivated fellow
members of Parliament and roused the many thousands he addressed
at public meetings.

Born in Rochdale (a town north of Manchester) in 1811, Bright was
raised in the individualistic tradition of the Society of Friends. From the
faith of his family, he learned that there is a natural equality of
mankind, and that any individual can communicate with God. He later
recognized this connection between his religion and his politics:

We have no creed which monarchs and statesmen and high
priests have written out for us. Qur creed, so far as we compre-
hend it, comes pure and direct from the New Testament. We
have no thirty-seven articles to declare that it is lawful for
Christian men, at the command of the civil magistrate, to wear
weapons and to serve in wars.!

For many years Nonconformists—those who did not conform to
the established Church of England—had been persecuted and forced to
finance the state church. Because of this, they also tended toward polit-
ical individualism. John's father, Jacob Bright, was liberal in his politics,
and a supporter of the radical Member of Parliament Joseph Hume. He
was also one of the many Nonconformists who refused to pay the
church rate—a local tax to finance the state religion—and as a result
had silver spoons taken from his house by church officials.

As a young man, John worked in his father’s cotton mill. He kept a
collection of books in a room above the counting house, and in spare
moments went there to expand his knowledge. His favorite writer was
the poet and liberal scholar John Milton. At the same time, John was
tutored in politics by his fellow workers, supporters of the Chartist
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movement, which called for universal male suffrage and the elimina-
tion of property qualifications for members of Parliament.

Bright established his reputation in an 1840 debate over church
rates, an issue close to his heart. In his hometown of Rochdale, heled a
rebellion against the local vicar. A large gathering was held in the local
churchyard, at which John mounted a tombstone to denounce the “foul
connection” of church and state.

The Campaign Against the Corn Laws

Bright is most famous for his part in the successful campaign for
the repeal of the corn laws. During the Napoleonic War, English
landowners had enjoyed a monopoly in the production of food. At the
end of the war, they instituted the corn laws-—a form of import con-
trol—to protect their domestic monopoly from competition. The laws
kept the price of grain high, and since bread was the primary suste-
nance for most families, the laws created particular hardship for the
poor. The issue had been brewing for some time. Charles Villiers had
proposed corn law repeal in Parliament every year, and the Anti-Corn
Law League was formed in Manchester in 1839. Richard Cobden and
John Bright were instrumental in its founding.

The campaign gathered impetus in the “hungry forties” with a suc-
cession of poor harvests. The poverty was very real—observers
reported seeing people with “withered limbs” in Manchester. Cobden
was elected to Parliament from Stockport, and Bright was elected in
1843 to represent Durham. The League developed into a highly efficient
political machine with mass support. They distributed millions of
leaflets, held gatherings up and down the country, and published their
own newspaper, The League. In addition, they gained the support of the
fledgling Ecenomist. In 1845, when Ireland was struck by a potato
blight, pressure for repeal grew even stronger.

Bright and Cobden embarked upon a hectic speaking tour. The cli-
max was a meeting in the Covent Garden Theatre, where Bright railed
against the protectors of upper class privilege: “The law is, in fact a law
of the most ingeniously malignant character. . . . The most demoniacal
ingenuity could not have invented a scheme more calculated to bring
millions of the working classes of this country fo a state of pauperism,
suffering, discontent, and insubordination. . . ."?

Leading Whigs and Tories were convinced of the need for repeal,
and on June 25, 1846, a bill for repeal was carried. The elimination of
other import duties followed, and a 70-year era of British free trade
began; in the popular mind, free trade now signified cheap bread.
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The event was also a momentous one for the landscape of British
politics. Division in the Tories was irreconcilable. The landowning
interests had stubbornly resisted free trade, and Prime Minister Robert
Peel, who had supported it, was forced to resign. The division excluded
the conservatives from government for the next 20 years.

In his activity in support of free trade, Bright was motivated above
all by a concern for the plight of ordinary people. From the same
motive, he opposed all the legislation which regulated working condi-
tions in factories. The Factory Act of 1847 was in part a retaliation by the
lIandowners for the corn law repeal: regulation of factories was a means
of penalizing manufacturers. Bright was certain that it would make
people worse off by reducing the number of hours in which they could
earn money.

Opposition to the Crimean War

In their campaign against the corn laws, Bright and Cobden rode a
wave of public adoration. But in their opposition to the Crimean War,
the contrast could not have been greater, for they had to endure deri-
sion from a jingoistic public. Despite this, they produced some of the
most lucid statements of non-interventionist foreign policy ever made,
and Bright contributed some of his most memorable oratory.

For Bright, Cobden, and other leaders of the “Manchester School,”
free trade was inseparable from a pacific foreign policy. Trade is based
on mutual cooperation, and evokes goodwill among nations. They
rejected the argument that foreign alliances were needed to enforce a
“palance of power” in Europe, and warned that such alliances would
drag Britain into future conflicts. The only people who would benefit
from war were the “tax-eating” class—government bureaucrats. Com-
mon people would suffer from the burden of taxes to fund foreign
adventures. Bright and Cobden reserved no cordiality for Liberal Party
Prime Minister Palmerston, a notorious interventionist whose policies
attracted the description of “gun-boat diplomacy.”

As the war continued, Bright became deeply distressed by the loss
of life: 22,000 British soldiers died, but only 4,000 in action; the rest died
from malnutrition, exposure, and disease. His passionate speeches left
a lasting impression on the House of Commons. His most famous
words were these:

The Angel of Death has been abroad throughout the land; you
may almost hear the beating of his wings. There is no one, as
when the first-born were slain of old, to sprinkle with blood the
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lintel and the two sideposts of our doors, that he may spare and
pass on; he takes his victims from the castle of the noble, the
mansion of the wealthy, and the cottage of the poor and lowly.?

India and the American Civil War

At the end of the Crimean War, Bright suffered a nervous collapse,
and was unseated in the general election. However, it was not long
before he was returned as member for Birmingham, and with renewed
energy he sought better government for India. Bright argued that the
mutiny of 1857 was caused by the ineptitude of colonial government.
Capable Indians were excluded from the administration of their own
country, positions being allocated instead by personal favor. Bright
assailed the economic management which imposed onerous taxes on
the Indian peasantry, stunting development to maintain a vast, ineffi-
cient Indian civil service. He was ahead of his time in recognizing that
Britain would not rule India forever. He also saw the potential for con-
flict in a country of “twenty nations, speaking twenty different lan-
guages,” and argued for a confederacy of smaller states.

For many years, Bright had been an admirer of the United States—
he was sometimes known in the House of Commons as the Henourable
Member for the United States. He thought that the free and democratic
style of government in America should be a model for Britain. When
civil war erupted, Bright was concerned for the future of the republic,
but allied himself with the cause of the North.

English liberals weren’t unanimous in supporting the North. Cob-
den initially inclined toward the South, and The Ecanomist sympathized
with the South throughout. A humanitarian always, Bright supported
the North because of the issue of slavery, which appalled him. In the
early part of the war, when military intervention on the side of the
South seemed likely, Bright urged neutrality. He also maintained a cor-
respondence with the Chairman of the Senate Foreign Relations Com-
mittee, Charles Sumner. He encouraged caution and diplomacy; some
of the letters he wrote to Sumner were read to President Lincoln.

It was always a matter of regret for Bright that he never visited
North America. He maintained his admiration for the United States,
and saw in it the potential of a great world power.

Parliamentary Reform

Before 1867, only 16 percent of British adult males had the right to
vote. In the 1860s, Bright led a vigorous campaign for full manhood suf-
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frage, secret ballots, and equal representation for industrial cities like
Birmingham and Manchester.

He rested his case upon two principles. First, since working people
must pay taxes and bear the impact of legislation, they should also have
a voice in government. Second, he expressed faith in the decision-mak-
ing ability of ordinary people. A frequent claim of reactionary conserv-
atives was that common people are incapable of making important
decisions. Bright reversed this and argued that progress had been
achieved only by enforcing working class opinion. He was somewhat
naive in supposing that a mass franchise would lead to low taxes, free
trade, and a non-interventionist foreign policy.

With his ability to rouse passions, Bright's efforts in the campaign
for electoral reform made him a formidable adversary of the Conserva-
tive government. Previous campaigns had often suffered from having
the support of only one class, whereas Bright rallied the middle and
working classes into unity. Ironically, in the same way as corn law
repeal, reform was introduced by a Conservative prime minister. Ben-
jamin Disraeli presided over the 1867 Reform Act, which enfranchised
two million additional men and cleared the way for later reforms.

Later Years: Cabinet and Ireland

As a parliamentary back-bencher, Bright had been enormously
influential. Nearing the end of his campaigning career, he entered
William Gladstone’s cabinet in 1868. He never was happy in assuming
collective responsibility, and soon had cause to disagree with his gov-
ermnment colleagues. The Forster Act of 1870 laid the foundations of
state education, and it incorporated the teaching of state religion which
was anathema to Bright. He wrote to Gladstone that it had done a
“tremendous mischief” to the party.* After the 1880 election, Bright was
again invited into government. Soon after, Britain initiated a war with
Egypt, and Bright's objection was so great that he felt compelled to
resign.

Ireland was another longstanding interest. Bright had been a per-~
sonal friend of Trish reformer Daniel O'Connell, who had supported the
Anti-Corn Law League. Bright took up the grievances of the Irish and,
after O’Connell’s death in 1847, was often their most persistent repre-
sentative in Parliament. He rejected all attempts to impose the Church
of England upon the native Catholics; instead he called for the with-
drawal of this “symbol of conquest.” The other issue was land policy:
Irish agriculture had always been weak because large-scale English
owners maintained idle lands, and because tenants scratched a precar-
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jous existence with no legal right of tenancy. Bright offered three solu-
tions: an end to the law of primogeniture which ensured the continua-
tion of concentrated ownership; compensation for evicted tenants and
loans for those who wanted to buy land; and land purchase from Eng-
lish owners, to be sold at a discount to Irish buyers.

Some of these proposals were implemented, as Gladstone had been
taking note of Bright's suggestions. But in Parliament the Irish National
representatives became increasingly militant. They used disruptive
techniques which led, in response, to the rules of procedure which still
are with us today. Bright deplored all this, and it significantly changed
his attitude. In 1886, Gladstone introduced a land-purchase scheme to
buy out the English landlords, along with a proposal for Irish home
rule. By this time, Bright was so disgusted with the activities of the
Nationalists in Parliament that he opposed the land-purchase scheme,
and he regarded home rule as a policy which would endanger the
“Protestant and loyal people of the north.”

As a figure of importance among the Liberals, Bright's opposition
was very damaging to Gladstone. Home rule was defeated, and the
Liberals were hopelessly divided on the issue. It pained Bright to speak
out against Gladstone because they had been good friends.

In an essay of this length, it isn't possible to describe all of Bright's
arguments. He opposed capital punishment, spoke on many aspects of
colonial government, and addressed a variety of issues involving reli-
gious freedom. His speeches are a pleasure to read; one can imagine the
impact they made upon listeners.

Bright lived from 1811 to 1889, and when looking at the political
events during those years, the advance of liberal principles is quite
momentous. In 1819, when demonstrators protested against the corn
laws and the lack of parliamentary representation, they were cut down
by a cavalry charge. As late as 1859, Queen Victoria expressed her con-
cern to Lord Palmerston that John Bright was attempting to undermine
British institutions. Yet by 1868, when Bright became the first Noncon-
formist to hold a cabinet post, he was respected, as were the principles
he enunciated. In the campaign against the corn laws, he helped to
establish free trade as a popular principle, which no politician would
dare to interfere with for years to come. His stand with Cobden against
the Crimean War inspired a later generation of liberals to follow the
idea of non-intervention. Opening up Parliament to the scrutiny of
ordinary people marked an end to the high-handed government of ear-
lier times. In these, as in many other issues, John Bright, as a consistent
and principled defender of individual liberty, imparted a widespread
and lasting acceptance of liberal politics.
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Richard Cobden:
Creator of the Free Market

by John Chodes

The first half of the nineteenth century in England was much like
contemporary America: [t was a country strangled by bureaucratic reg-
ulations, Many people were always hungry, not because of poverty-
level wages, but because the price of grain for bread was kept artifi-
cially high by laws which simultaneously prevented the importation of
foreign grain and subsidized domestic producers. Food riots, domestic
unrest, and a stagnating economy were not sufficiently frightening to
make the government eliminate these barriers.

In the midst of all this lived a successful young Manchester textile
manufacturer named Richard Cobden. He saw the social injustice, and
it made him furious, He was determined to change it, and he did. As a
result, the world owes the existence of the free market to him. Cobden
demonstrated methods that we can use to break down our own protec-
tionist “fair trade” laws and massive food subsidies.

Richard Cobden began his public life by leaving his calico printing
company to his brother. He received a portion of the profits, which
allowed Cobden to devote full time to the cause of free trade. It seemed
an impossible task. Yet, seven years later, England had undergone a
revolutionary economic, political, and social change. Taxes on grain
had been decimated. Unequaled prosperity flooded England. For the
next 85 years Britain maintained world economic leadership, and the
raflying cry of “free trade” became much more than an economic slo-
gan. Free trade denoted the philosophy of limited government, social
justice, and freedom.

Cobden understood the moral truths behind unregulated com-
merce. Breaking down batriers to trading freedom broke down class
barriers and obstacles to civil rights. It reduced military expan-
sion, since a powerful navy was a legacy from the old mercantile idea
that warships protected trade between colonies and other controlied
markets.

John Chodes is the Communications Divector of the Libertarian Party of New York
City, This article was originaily published in the March 1993 issue of The Freesmaz.
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The Corn Laws

Protectionist tariffs were called “Corn Laws.” They restricted the
free flow of corn, wheat, barley, and oats between Great Britain and for-
eign countries to shield the British farmer from competition.

Systematic government interference in grain production began in
the 1660s. The amended Corn Law of 1774, which controlled legislation
for the next half century, is a typical example: when the domestic price
of corn, as paid to the farmer by the baker or dealer, fell below £2.4 a
quarter (28 pounds), the farmer was encouraged to sell his products
abroad, to prevent the market price from falling still further. Ife was
given a bounty of five shillings for each “quarter” exported. When corn
sold for £2.8, export was forbidden. At prices between these levels,
there was a duty of six pence a quarter. Over time, this system became
progressively more bureaucratized, with elaborate regulations specify-
ing how and in what town the price was to be measured, with specific
procedures for reporting and allowances for regional differences.!

The Corn Laws displayed another characteristic of government
controls: Regulations and subsidies in one area led to manipulation in
other areas. In this case, when bad harvests triggered soaring grain and
bread prices, the Corn Law mechanism exacerbated the problem, caus-
ing still higher prices. This provoked civil disturbances to the point
where the government feared insurrection. To defuse the threat, work-
ers’ wages were subsidized, relative to the price of bread. This subsidy
came from the “Poor Rates,” the nineteenth-century British welfare sys-
tem. This greatly expanded state entitlement programs, leading to mas-
sive fraud, inequities, and even greater civil unrest.

The Corn Laws are not merely things of the past. Their spirit exists
in most countries of the world. In the U.S. today, agricultural products
are subsidized and stored, to the tune of tens of billions of dollars annu-
ally, to keep the price of food artificially high. This enhances the
farmer’s income but it also prevents the poor from eating as they
should. This has led, as in nineteenth-century England, to protection-
ism, international tensions, and the threat of trade wars.

Richard Cobden: Businessman to Pamphleteer

Cobden was born in Dunford, West Sussex, in 1804. Because of a
succession of family business failures, his father could not support
yvoung Richard. He went to live with an uncle who trained him to be a
clerk in his London warehouse. At 21 Cobden became a traveling sales-
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man. He was so successful that in 1831 he went out on his own and took
over the calico printing company in Manchester.

Manchester was the world’s first great industrial city. It was
viewed as the metropolis of the future. Alexis de Tocqueville best
explained the paradox of Manchester: “From this foul drain the great-
est stream of human industry flows out to fertilize the whole world.
From this filthy sewer pure gold flows. Here humanity attains its most
complete development and its most brutish; here civilization works its
miracles, and civilized man is turned back almost into savage.”*

In Manchester, Cobden had his first lesson as to what free trade
meant. As he assumed ownership of the company, the protective tariff
on calicos was repealed, making it possible to export them competi-
tively. This opened up vast new markets that could not exist before,
allowing Cobden to develop a new kind of international selling strat-
egy. Cobden “introduced a new mode of business. The custom of the
calico trade at that period was to print a few designs, and watch cau-
tiously and carefully those which were most acceptable to the public,
when larger quantities of those which seemed to be preferred would be
printed off and offered to the retail dealer. . . . Cobden and his partners
did not follow the cautious and slow policy of their predecessors, but
fixing themselves upon the best designs, they had those printed off at
once and pushed the sale energetically throughout the country. Those
pieces which failed to take in the home market were at once shipped to
other countries and the consequence was that the associated firms
became very prosperous.”>

Yet, at the height of his achievements, Cobden’s interest in calico
waned. He was eager to pursue other courses. By 1835 he wrote his first
political pamphlets. One, called “Russia” (describing the threat of Rus-
sia against the decaying Turkish Empire), contained the core of this
mature thought: “It is labor improvements and discoveries that confer
the greatest strength upon a people. By these alone and not by the
sword of the conqueror, can nations in modern and all future times
hope to rise to power and grandeur.”*

Cobden wrote that England’s rulers inhibited discovery and
improvements by wasting millions on the military. His favorite target
was Britain’s obsession with the doctrine of the balance of power. He
saw it as a source of conflict, not stability. “Empires have arisen unbid-
den by us; others have departed despite our utmost efforts to preserve
them.”>

Cobden’s ideas were not idealistic dreams. The United States’
industrial strength had revolutionized the world economy and political
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equilibrium. Cobden: “The new world is destined to become the arbiter
of the commercial policy of the old.”® Already the need to trade with
America had compelled Britain to abandon many regulations govern-
ing colonial commerce.

Since free trade and military non-intervention were the same to
Cobden, he pleaded for Britain to abandon the past and repeal protec-
tionism. This would make Britain “turn moralist, in the end, in self-
defense.””

Manchester Incorporation: Prelude to Repeal

Cobden’s pamphlets attracted the attention of the editor of the
Manchester Times, Archibald Prentice, who asked him to speak on free
trade. This led to Cobden’s being elected to the Manchester Chamber
of Commerce. Here he met two men who would influence his thinking
and direction: John Benjamin “Corn Law” Smith and John Bright.
Smith’s nickname was due to his years of singlehandedly fighting for
Corn Law repeal, long before it became a major topic. It was Smith
who converted Cobden to total repeal, not just incremental reduc-
tions. John Bright became Cobden’s chief lieutenant in the long war
for repeal. Bright’s speaking tours around the country helped lead to
victory.

Cobden used the Chamber of Commerce as a vehicle for focusing
public issues. The first political problem he tackled was the incorpora-
tion of Manchester. Like many of England’s new industrial cities, Man-
chester had no borough {an urban political administrative area) charter.
Its government was manorial, with the power of a small town, instead
of one of England’s largest urban centers.

In 1837 Cobden led the battle for a charter. One factor in winning
was that he fought for it as if it were a national issue. His pamphlet,
“Incorporate Your Borough,” portrayed the struggle as one of democ-
racy versus privilege, the rights of the productive classes against the
rapacious aristocracy. He showed that the nobility’s gerrymandering of
counties forced the middle and working classes to be their vassals.

Incorporation required a petition of taxpayers. There was powerful
opposition from the upper class Tories. To counter this, Cobden focused
on the “shopocracy,” the smaller merchants and manufacturers, for
petition signatures. Then, using electoral registers, the Incorpora-
tionists sent a circular to all parliamentary electors who supported
reform causes, to aid them by filling seats at public meetings. They did,
and incorporation passed despite the fact that the Tories had three
times as many signatures. Cobden made a name-by-name check of the
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opposition petition and found that 70 percent were invalid. With incor-
poration, Cobden was elected to his first public offices: borough coun-
cilor and alderman.®

The Manchester League: Fighting for Free Trade

Cobden now set his sights on an ambitious national goal that had
previously proved impossible to attain: repeal of the Corn Laws. In
1838 the Manchester Anti-Corn Law Association (later, the Manchester
League) was created. Cobden saw repeal as the greatest single battle of
his time. It would unite workers, farmers, and commercial interests
against privilege to radically alter the political-power structure of the
country.

The League’s initial goal was to educate the public. Lecturers went
alt around England, giving free-trade conferences. At this stage, politi-
cal pressure did not seem necessary. But the League did have an ally in
Parliament: Charles Villiers. For years he had unsuccessfully tried to
initiate a Corn Law repeal debate in the House of Commons, which was
dominated by big landlords. However, Cobden knew that Villiers’
efforts helped identify supporters at the national level. This would
influence the League’s strategy in the provinces.

Within the first year Cobden realized that he had underestimated
the Protectionists’ strength. In rural areas, League meetings were dis-
rupted by physical violence. The farmers erroneously believed that free
trade would bring unemployment and depression. The Chartists, rep-
resenting the urban workers, were hostile for the same reason. Cobden
hoped that the League’s message would convince both groups that
repeal would open up new markets, which would raise all wages. It
required years of educating for these truths finally to be perceived.

This generated a strategic change: the lectures were now combined
with petition drives for Parliament. Thus began overt political activism.
By 1840 the Manchester League transformed itself, creating in every bor-
ough an anti-Corn Law party, or at least an effort to “prevent the return
of any candidate at the next election, whatever his political party may
be, who supports . . . the landowner’s bread tax.”” This meant a more
aggressive League, less compromising, less fearful of making enemies.

In 1841, a major economic depression occurred. Suddenly Prime
Minister Robert Peel resorted to the free-trade idea of lower tariffs to
stimulate the economy. This made the Corn Laws nationally significant
and gave greater credibility to the League.

By now the League had several members in Parliament, including



