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SINCE THE dawn of history men
have willingly allowed themselves
to be governed by an;imposed au
thority· in preference to accepting
the responsibility for governing
themselves. Consequently, history
abounds with men contending for
power to rule· others, and all
marching under banners of gov
ernmental reform and declarations
that better governors ultimately
produce more desirable social or
ganizations. But, if there is one
lesson to be learned from history,
it is that, regardless of noble ap
pearances and lofty claims of
idealism, human limitations are
such that no human being can
safely be entrusted with authority
to govern the lives and fortunes
of others.

The basic philosophy of· consti
tutional government above all else
expresses public suspicion of the
human frailties of those who gov
ern.Constitutional philosophy has
learned well from history that hu
man beings invested with any po
litical authority must have such
authority precisely defined and
constantly limited by counterbal
ancing forces. But, constitutional
process erroneously presumes that
majority consensus automatically
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provides an adequate counterbal
ance to restrict the political ambi
tions of potential autocrats and
insure the civil liberties of soci
eties so governed. Authoritarian
ism is quick to accept whatever
governmental powers a free soci
ety is willing to abandon.

The United States outwardly
has remained a stanch advocate ·of
individual· political responsibility.
However, like so many historical
predecessors, the citizenry in
wardly has been overly and in
creasingly generous in bestowing
gifts of centralized power and in
vesting ever-strengthening author
ity in public office. The wisdom of
such generosity is subject to de
bate in' a society that has placed
its faith in popular consensus.
But, obviously, human freedom
suffers when men abandon the
personal responsibility of govern
ment and allow themselves to be
governed by imposed authority.

It is argued by popular consen
sus that the complexities of mod
ern society have so completely out
grown the individual's capacity to
understand them that strong cen
tralized government by skillful
politicians is now needed to ad
minister social justice and deal
effectively with human problems.
Proceeding logically from this
premise,. centralized government
has experienced little difficulty in
effecting periodic increases of al-

ready vast authority under pre
tense of necessity to cope with
contrived emergencies. But, any
systematic destruction of human
freedom, no matter how quietly
and peacefully it is accomplished,
ultimately is no less tyrannical
simply because the tyranny devel
oped by degrees within the politi
cal framework of a society that
under all circumstances has imag
ined itself to be free.

Gradual Encroachment

Evolutionary constitutional oli
garchiesapparently founded on
sound principles of freedom are
far more insidious than authori
tarian governments that come to
power by violence. For unlike vio
lent usurpations, gradual proc
esses of governmental growth al
low the citizenry to retain a false
sense of well-being stemming
from the belief that they are ac
tively participating in government
through public elections and there
by exercising adequate restraint
on governmental excesses. Ironi
cally, it is the societies th;lt most
ardently extol personal freedom
and are the most resilient adver
saries of crude forms of political
usurpation that are most easily
deluded and subjugated by subtle
concentrations of governmental
power.

When an autocrat comes to
power through usurpation, he es-
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tablishes a government and arbi
trarily decides how much author
ity he will exercise. However, his
governmental policies continue
only as long as he retains absolute
power of enforcement. Fortunate
ly,political· power implemented by
force is seldom of long duration,
for the tremendous counterbalanc
ing force of human dignity in
sures that those subjugated will
eventually depose the tyrant and
with him· all authority associated
with his regime.

No such dramatic course is open
to victims of constitutional tyran:
ny for constitutional process takes
no direct interest in the personali
ties involved in governmental au
thority. Rather, the constitutional
system, and its periodic corrup
tion,concentrates vast powers in
political office and hopefully chal
lenges the voting public to fill the
authoritarian power structure
with wisely chosen politicians.
One candidate might declare his
intention to use the vested author
ity of political office with some
what more discretion than an
other.

This provides the voting public
with motivation in the delusion
that· by supporting such a candi
date they are casting a ballot for
human freedom. But whatever
the outcome of a given election,
the constituted political power in
herent to the contested office is in

no way diminished by any tempo
rary lack of use, and in due course,
such authority not only is fully
utilized but extended by more am
bitious office seekers.

Despotism can never subjugate
a people who responsibly under
take to govern themselves; and
conversely, nothing can save a
society from despotism if, in the
name of self-government, the peo
ple willingly impose elective au
thoritarianism on themselves.
When one considers the incredible
extent to which the powers of
elective and appointive public of
fices have grown, and are continu
ing to grow with· the full consent
of the American people, we are in
deed fortunate that a more calam
itous despotism has not yet en
gulfed the Republic.

A Degenerate Form of Freedom

Everyone is well aware of the
size, scope, and increasing author
ity that political government has
gained at the expense of individ
ual liberty. Few seem overly con
cerned. ~ost prefer to trust the
adage that better governors ulti
mately produce more desirable so
cieties and logically assume that
bigger government simply re
quires a more competent political
oligarchy. The electorate has come
to feel that individual responsi
bility· begins and ends with voting
for candidates that seem best
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qualified to utilize effectively the
tremendous power that unwitting
ly has been concentrated in politi
cal office. The concept of personal
freedom has degenerated to such
a low ebb that liberty is now con
sidered to be synonymous with su
perficial processes that attempt to
place better men in an insatiably
authoritarian government.

It would be a disheartening
commentary on the· social and
moral progress·· of any nation to
find a governmental structure that
confiscated one-third of the na
tional income; that diverted for
political purposes one-fifth of the
gross national product; and that
directly, indirectly, or through
conscription, provided employment
for one-fourth of the citizenry.
But it is doubly disheartening to
find that a nation with its tradi
tions firmly rooted in the respon
sibility of personal freedom, has
deliberately installed such a gov
ernment. Placing better men in
that government might appear to
be a worthy objective but free so
cieties are completely dependent
upon better government in men.

An Air of Respectability

Political freedom can exist only
where men. conscientiously accept
the responsibility for governing
themselves. When consensus no
longer expresses a desire to retain
the responsibility of solving hu-

man problems within the frame
work of free social intercourse,
constitutional process simply lends
an air of respectability to govern
mental tyranny. Political cam
paigns, by the very nature of the
totalitarian offices the aspirants
seek to fill, are resolved by transi
tory majorities skillfully gathered
by demagogic promises to use the
vested powers of political office to
favor certain segments of a soci
ety at the expense of others.

If a man rules himself wisely,
it is all that can be expected of
him, for no man is morally capable
of doing more. But if men are not
morally qualified to govern others,
neither are they morally released
from the responsibility of govern
ing themselves. The degeneration
of moral government and subse
quent increase of formal political
government precisely measures
the degree to which the self-reli
ance, self-respect, and human dig
nity of a society has eroded.

Rather than zealously searching
for more capable politicians, those
who seek liberty must instead un
dertake the prerogatives of self
sufficiency and the moral responsi
bilities of self-government. The
functions of formal political gov
ernment will then automatically
be restricted and systematically
reduced until at last government
is confined within the moral capa
bilities of human limitation. ~



WILLIAM HENRY CHAMBERLIN

Men, Not Money,
Will Overcome

Poverty
IT IS A COMMON DELUSION that any
problem, however deeply rooted
in human psychological weakness
es and frailties, can be satisfac
torily solved by a sufficiently
large appropriation of public
funds. This is especially true as
regards the so-called war on pov
erty. Not content with the huge
sums already appropriated or in
dicated by the lavish spending
programs of the 89th Congress,
some ardent crusaders in this
field want to go much farther,
regardless of the effects on the
shrinking value of the dollar or
the fortunes of the majority of
Americans who work for a living.

A group of men identified with
"civil rights" and "labor" causes,
including a few clergymen and
economists, headed by A.Philip
Randolph, president of the Broth
erhood of Sleeping Car Porters,
recently came out with a proposal

Mr. Chamberlin is a skilled observer and re
porter of economic and political conditions at
home and abroad. In addition to writing a
number of books, he has lectured widely and
is a contributor to The Wall Street Journal
and numerous magazines.

for the' government to spend the
modest sum of $185 billion for a
drive to "end poverty in the next
ten years," mostly by vastly in
creased contributions to existing
items in the antipoverty program
plus assuring a guaranteed annual
wage, earned or not. This guar
anteed annual income, on top of
lavish welfare outlays, would re
move the last serious incentive
to work for the less skilled, while
its cost would help to depress the
standard of living of those who do
work closer to the poverty level.
Yet, the proposal also is favorably
mentioned in a recent book by,
Walter W. Heller, chief of the
Council of Economic Advisers in
the Kennedy and Johnson admin
istrations.

Another ex-chief of the Council
of Economic Advisers, Mr. Leon
Keyserling, went along heartily
with the $185 billion spending
budget. Somewhat in the spirit
of the dentist who assures his
patient that the next turn of the
drill in his molars will not hurt,
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he confidently asserts that the
outlay of $185 billion will not
hurt anyone because it will come
out of the natural growth of na
tional income. This is the spirit of
Dickens' character, Micawber, ap
plied to finance. But, suppose the
national income· turns down in
stead of up; this has been kpown
to happen.

A columnist who is noted for
his freehanded attitude toward
spending public funds, either for
wars and expensive defense proj
ects or for huge schemes of ur
ban rehabilitation, warns that our
cities are headed for a hopeless
future unless tens of billions are
somehow mobilized to rehabilitate
them. The view is often expressed
that the poor are being short
changed by the war in Vietnam,
not because they are contributing
much to its cost, but because they
are missing the bigger handouts
that would otherwise come their
way. This is used as. an argument
for higher individual and cor
porate taxes, though such taxes
would automatically dry up much
of the consumer and investment
spending which, together, are
largely responsible for maintain
ing present jobs and creating new
ones.

Before this hasty assumption
that big government is both able
and obligated to abolish poverty
by writing more and bigger checks

becomes firmly embedded in the
national consciousness, some les
sons of experience about poverty,
its causes and cures, should be
considered.

The Relativity of Poverty

First of all, the word poverty
is relative. What is considered
poverty in the United States would
be almost unimagined wealth to a
large part of the population in
Africa, Asia, and Latin America.
One doesn't find cars or television
sets in the city slums of peasant
villages of India, Nigeria, or Bra
zil; but cars and TV sets are by no
means unusual possessions of wel
fare recipients in the United
States. Pure water, electricity,
and other public services are taken
for granted in North America and
Western Europe; not so, however,
in culturally and economically re
tarded areas of the world.

Second, economic progress, even
economic movement, has always
been associated with economic sys
tems employing material incen
tives, such as differential pay for
work of higher skill and responsi
bility. The nineteenth century Eu
ropean explorers who penetrated
the interior of Africa found soci
eties of almost incredible· back
wardness, unfamiliar even with
such a simple device as the wheel,
societies which had stagnated for
centuries. Without condoning any



1967 MEN, NOT MONEY, WILL OVERCOME POVERTY 137

sins of Western and Arab new
comers, especially in connection
with the slave trade and some
cases of gross exploitation of na
tive labor,it may fairly be said
that every step of African prog
ress, in economic development, in
education, in the building of a
system of communications, was
due to contact with the dynamic
Western methods of civilization.

Even in communist-ruled states,
the utopian ideal of paying every
one equally and sharing the prod
ucts of general labor equally has
long· been discarded as hopelessly
unworkable. Wage and salary
scales and perquisites of office are
at least as rigidly graded, on an
ascending and descending scale, in
communist as in noncommunist
states. ·The difference is that the
industrial noncommunist states
produce a much larger and more
varied output of quality goods for
everyday consumption, and are far
ahead in agricultural productivity.
Communists have tried· in recent
years to· maintain inequalities in
reward,and to mix some ele
mentsof the market system with
their planned economies, but their
efforts have been fumbling and
ineffective. Rigid centralized over
all planning, and the free market
with its swift adjustment to
changing consumer tastes and
preferences, are like oil and water.
They do not mix.

Now, if payment is unequal,
some people· obviously· will be bet
ter off than others. Modern in
dustrial society has been' described
as affluent; and in many ways it
is. Invention, technology, manage
ment organization along stream
lined efficiency lines, the use·· of
computers and other up-to-date
equipment, automation.....;. all these
and other modern developments,
when free to function, make it
possible to produce more goods for
more people than the industrial
system could turn out at· any time
in the past.

But no society, not even Ameri
ca's, is sufficiently affluent to pro
vide for everyone the best of
everything.- There are, and prob
ably always,vill be, a few ex
tremely costly luxuries, yachts,
mansions, jewelry valued in thou
sands of dollars, which are' only
within the reach of an economic
top layer of the very rich. A large
and enlarging middle class, in the
economic sense of the term, a
group that includes increasing
numbers of manual workers, has
access to a wide variety of minor
luxuries and solid comforts.

Variability Among Individuals

Under any workable system of
differential incentives there will
always be a bottom tenth, or a
bottom third, or whatever fraction
may be chosen, that will bema-
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terially less well off than the aver
age. It is not only inequality of
recompense that creates this situ
ation. It is the infinite inequality
to be found in human character,
human ability, human traits of
all kinds.

Two men may start out with
the sameeapital, the same amount
of land, th:e same type of small
manufacturing or trade establish
ment. The more competent of the
two will forge ahead of the other.
It is as ,simple and inevitable as
,vater running downhill. One of
the great illusions of modern
times is that some impersonal
foree-government, society, or
whatnot-is responsible for .pov
erty and that this same force has
the power and obligation to cure
it.

The favored remedies are huge
handouts of public funds or at
tempts to force up money wages
out of line with market conditions
by way of minimum wage laws or
through the exactions of monopo
listic trade-union organizations.
Even more drastic measures have
been advocated, such as the nega
tive income tax, under which the
state would arbitrarily raise the
incomes of all families that had
failed to achieve a certain income
level.

What is overlooked is that pov
erty usually stems from personal
inadequacies of one kind or anoth-

er, which no amount of outside
subsidies will correct. Poor hous
ing is often denounced as a breed
ing ground of crime, vice, and
poverty, and is not to be defended
on any ground. But here, the evil
is easier to identify than the
remedy. For, when modern, tax
payer-subsidized housing becomes
available to slum dwellers, the re
sult all too often is quick degen
eration into a new slum, with
elevators made unsafe by thugs,
facilities damaged or destroyed
by vandals. In other words, it is
people as they are who make slums
what they are.

Why Remedies fail

Because money cannot buy those
traits of individual character and
initiative, many of the remedies
for poverty which have been en
acted or proposed; from sincerely
humanitarian motives, miss the
mark or lead to results the very
reverse of what is expected. Mini
Inurn wage legislation is the surest
known device to stimulate unem
ployment, especially in the adoles
cent age group, where work would
be a most desirable antidote to
juvenile delinquency. It is no
mere coincidence that unemploy
ment, especially among Negro
teen-agers, has risen in a period
of sharp boosts of the minimum
wage level. No employer can pay
help more than its economic worth
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and stay in business. Yet, that is
what the minimum wage law in
many cases requires.

Extravagant welfare payments
are a potent cause of unemploy
ment, when they approach· the
wage levels paid for unskilled
work. If the choice is between a
life of subsidized idleness on relief
or· earning a few dollars a week
more by putting in a day of regu
lar work, there are bound to be
people who will opt for the check
that comes without work.

International Ramifications

It is becoming an accepted dog
ma that the richer nations of
North America and Europe owe
an annual contribution in "foreign
aid" to the poorer countries of the
southern hemisphere. But experi
ence has shown that there are the
same variations among nations as
among people, with the more ener
getic managing to do without this
aid or quickly outgrowing the need
for it and others absorbing large
handouts year after year without
any visible improvement in their
status.

Finland is a striking example
of a country that proved able,
after two unsuccessful wars, to pay
a substantial indemnity to the So
viet Union and regain a fairly
satisfactory standard of living
without foreign subsidies from
any source. Hong Kong, the Brit-

ish colony on the southwest coast
of China, is an even more vivid
object lesson in the .. virtues and
possibilities of self-help. Hong
Kong is a picturesque rocky island
with a small adjacent hinterland,
both island and hinterland devoid
of natural resources, apart from a
fine natural harbor.

Commercial, banking, and ship
ping enterprises, attracted by the
financial and political stability as
sociated with a government lim
ited primarily to police protection,
transformed Hong Kong from a
barren rock into one of the world's
great international ports. And
since the communist take-over on
the Chinese mainland, Hong Kong
has experienced another transfor
mation. The city is bursting at the
seams with industrious Chinese
who voted against communism
with their feet-by running away.
And these Chinese, finding work
at the lowest wages and under
the hardest conditions preferable
to their lot under communism,
have enormously expanded Hong
I{ong's trade and industry. The
city has become the cosmopolitan
shopping center of the Far East,
with suits of the finest quality
and expertly tailored available at
short notice to the traveling for
eigner. And this recent significant
expansion of Hong Kong was
achieved without foreign help of
any kind. It was just a matter of
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people with long experience in
trade and ·handict'afts, denied a
fair return for their labor at home,
pulling up their sleeves and work
inghard in a new environment of
freedom.

Success and failurf!

American aid to Western Eu
rope is now a· matter of ancient
history. Here it was mainly a mat
ter of starting again at full speed
economies which had been stalled
by war damage. And there are non
European countries- Israel and
Taiwan are good examples-which
have freed themselves from de
pendenceon outside help. On the
other· hand, India, Indonesia, and
the Congo, among other nations of
Asia and Africa, furnish a depress
ing spectacle of inability to make
both ends meet no matter how
much foreign aid is poured into
them.

The pioneer settlers of the
United States received no foreign
development aid and expected
none. All they wanted from foreign
powers was independence and from
their own government to be let
alone to go as far as their indus;.,
try and ability would carry them.
They were unconsciously putting
into effect the only kind of anti
poverty campaign that is guar
anteed to produce results: intel
ligent, efficiently-directed, hard
work.

The Human Factor

in the Problem of Poverty
The human being, not the dol.;.

lar, is at the heart of the prob~em

of poverty, domestic and interna
tional. There are individuals who
will succeed with little or no out
side help, because they seize every
opportunity to help themselves.
There are others who will founder
no matter how many benevolent
helping hands are extended to
them, because the inner drive· to
move ahead in a competitive world
is lacking~

Poverty will never be conquered,
although it may be universalized,
by putting on it a huge price tag,
payable in public funds~·Indeed,
the whole· idea of imposing on the
productive' part of the community
an ever heavier burden of sup
porting the unproductive is fore
doomed to failure.

The best prospect-not of abol
ishing poverty, an unrealistic· goal,
but of diminishing and alleviating
it-is to throw the fewest possible
roadblocks in the way of thrift
and industry. A given amount of
capital, saved and invested in job
producing' enterprises, will do far
more to help· the poor who can be
helped than the same amount of
capital seized by Federal, state,
and local governments as taxes
and distributed through bumbling
bureaucratic agencies for supposed
welfare projects. +



-Latest in Britain's trend to~vard.socialism

GEORGE WINDER

A TOTALITARIAN .REGIME never ac
quires power in a democratic state
as suddenly or as completely as
communism conquered Russia, but
Britain, nevertheless, is driven to
ward total socialism by a terrible
inevitability which follows con
tinuous inflation. If this strikes
a note of despair, it must be put
down to the loss of freedom· from
which the British people have long
suffered.

The latest manifestation of·· so
cialistic drift is the Selective Em
ployment Tax which is levied
against wages to provide subsidies
for export industries, a unique de
parture from the long-standing
practice of taking from the rich
to give to the poor. The alleged
justification for this discriminat-

Mr. Winder, formerly a Solicitor of the Su
preme Court in New Zealand, is now farming
in England. He. has written widely on law,
agriculture, and economics.

ing tax is that those· who (lay it
produce only services, but those
who receive it produce tangible
products ,vhich add to our real
wealth and can be exported.

Thus, we renew in the twen
tieth century the old mercantilist
notion that some industries are
better for the nation than others:
and perhaps they are - if the na
tion is hopelessly committed to
inflation. This latest step in Brit
ain may serve as warning to other
peoples dedicated to inflation as a
way of life.

All employers in Britain, al
ready required to withhold from
wage payments the National In
surance Tax and the Pay-As-You
Earn Income Tax,must now· also
pay a weekly Selective Employ
ment Tax of 25 shillings ($3.50)
for men and half that rate for
women. That is the end of the
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matter for any employer in a serv
ice industry. But the employer
who is manufacturing commodi
ties, at the end of the accounting
period, will receive his selective
employment tax payment back in
full plus a bonus of 7s. 6d. a week
per employee. Also, the govern
ment expects to retain some £200,
000,000 annually from the pro
ceeds of this imposition.

This tax violates the basic can
ons of taxation. It is not equal
or convenient or efficient; but
revenue is not its primary pur
pose, that being,' to correct an
economy grown steadily more
wasteful and chaotic over the past
twenty years or more.. It is sup
posed to shake laborers out. of
the industries which the govern
ment considers nonessential and
move them to "essential" indus
tries.

Consumers Give Direction

In a. free market economy with
a sound. monetary system all in
dustries arrange their production
in response to the way individuals
choose to spend their money. In
other words, workers are em
ployed in industries in accordance
with the demands of the consumer.
Every penny spent is a·. vote as to
which industry should expand and
which shall slow down its output.

But with the kind of full em
ployment •.achieved and sustained

only by continuous inflation, this
monetary guide tends to fail. Hid
ing the first hints of unemploy
ment in any industry under a fresh
supply of irredeerrlable currency
leaves the entrepreneur with no
reliable guide as to where it is
most desirable to employ labor, or
any other scarce resource. The
economy, under such conditions,
produces many things that are
absolutely wasteful and neglects
the production of those that are
most needed.

Consequently, the government
further intervenes to correct the
harmful consequences of its infla
tionary policy, and we have such
measures as the SelectiveEmploy~

ment Tax. The result is. an ag
gravation of the hardships stem
ming from inflation and a post
poning of the necessary correc
tives that can only come as prices
and wages are freed to reflect
accurately the true market situa
tion.

In Sussex where I live, for ex
ample, there are few manufactur
ing industries. The shopkeepers,
the hotelkeepers, the lawyers, the
doctors, the dentists, the. hair
dressers, the gardeners, the. do
mestics, and numerous others who
render services to the community
must pay this tax. Some employers
doubtless will be squeezed and
obliged by the tax to dismiss less
efficient employees -especially the
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very young and the very old. But
instead of leaving their homes and
migrating to the Midlands in
search of a job, these persons are
more likely to take unemployment
pay under the National Insurance
scheme. If the factories of the
IVIidlands are to attract additional
workmen, they must expand their
investments. But here again, in
flation discourages saving and in
vestment, and government spend
ing has created this additional
problem that it now must try to
solve.

The new tax law provides that
charities such as the Salvation
Army must pay the tax, but it will
eventually be returned to them, so
that the government is taking
nothing from charity but a forced
loan which pays no interest. Farm
ing, fisheries, and transport work
ers are placed upon a similar foot
ing. We can safely say that, in the
hope of forcing labor into the
necessary jobs, about half the
country is being taxed for the
benefit of the other half.

Discriminatory Powers

But the greatest danger from
this tax lies in its potentiality
for discrimination. By it, every
industry in the country is placed
at the absolute mercy of the gov
ernment.

The well-known financial cor
respondent, George Schwartz,writ
ing in the Sunday Times, puts the
matter this way, "I have not the
spirit or the build of a dictator,
but give me the power inherent in
this tax, and I would engage to
make the whole economy dance to
my tune. I could expand or con
tract industry at my will. I could
alter the economic balance between
regions, sexes, and ages; I wouldn't
care who owned what. All private
property would be under my sway."

Mr. Schwartz is quite right.
Any government which can im
pose a tax of 25 shillings on one
industry and a subsidy of 7s. 6d.
for the benefit of another can
easily quadruple the penalties and
benefits and do what it likes with
industry.

This much is certain, that
wherever you have money which
can lose its value by inflation you
will eventually get a chaotic econ
omy with nothing to guide its
production. Sooner or later, the
government is likely to intervene
with corrective weapons which be
long to a socialist dictatorship
the inevitable consequence of con
tinued inflation. The only appro
priate corrective is a sound mone
tary and fiscal policy - plus faith
in freedom. ~



AMERICAN FEDERALISM: FUTURE
GEORGE C. ROCHE III

A SOCIETY is free only to the ex
tent that its individual members
are free. In short, if men are to
remain free, self-government be
ing a very important freedom, they
must scrupulously maintain con
trol of government. That is the
essence of the American tradition
of federalism. The assumption
that a good cause allows govern
ment to do anything needed and
that the government should decide
what constitutes a good cause is
the totalitarian mentality in ac
tion.

When· these totalitarians are
well intended, they are no less
dangerous. We are all to become
equal, not in our traditional Amer
ican equality of opportunity but
in the new sense, featuring equal-

Dr. Roch~, who has taught history and philos
ophy at the Colorado School of Mines, now is
a member of the staff of the Foundation for
Economic Education.
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ity' of condition. This is the es
sence of the new paternalism. In
the words of Willmoore Kendall:
"The equality of the DeClaration
is the equality to which, say, Abra
ham Lincoln was born- an equal
ity that conferred upon him mere
ly an equal right to compete with
his fellow men in the race, as we
run it here in America, for what
ever prize he in his equality chose
to go after. Not so the egalitarian
ism of the Liberals. It must pick
Lincoln up at dawn in a yellow
bus with flashing lights, so sav
ing him shoe leather, whisk him
off to a remote consolidated school
(financed, in all probability by
inflationary bonds), feed him a
free lunch, educate him for de
mocracy, protect him from so...
called concentration of social and
economic power, eke out his in
come by soaking the rich, doctor
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him, hospitalize him, and finally,
social work him...:- if, as he prob
ably will now, he turns into a
juvenile delinquent. Equality, by
offering him ·the rewards of self
reliance, encourages·· him to be
come, above all, self-reliant; egal
itarianism encourages· him to play
the angles."!

With remarkable foresight, Toc
queville foresaw the planner's
state which would leave no room
for diversity, creativity, or indi
vidual difference; and he warned
repeatedly that the only safe
guards against such a road were
free institutions and private and
decentralized forms immune from
the planner's touch. He told a
France soon to be ground beneath
the heel of a Napoleon III that
the local institutions he had seen
in America were their last best
hope. He warned that unlimited
power is in itself a dangerous
thing because God alone is com
petent to exercise such power.
France did not listen; let us hope
America will.

Then everything includes itself in
power,

Power into will, will into appetite.

In these words, Shakespeare de
scribes the unenviable progression
of human beings who would play
God. The problems of power and

1 Willmoore Kendall, The Conservative
Affirmation (Chicago: Henry Regnery
Co., 1963), pp. 17-18.

appetite are· indeed closely related
to our situation in America. As
Franklin emerged from the Con
stitutional Convention, a woman
tugged on his, sleeve and·· asked
what system of government had
been proposed for the American
people. His famous reply remains
timely after nearly two·· centuries:
"A Republic, if you can keep it."
Later amplifying his remarks, he
predicted that the new nation
would be well administered for a
number of years, "but only end
in despotism, as other forms have
done before, when the people shall
become so corrupted as to need
despotic government,being incap
able of any other."

The Appetite for Power

In the problem of power and ap""
petite we have another of those
chicken and egg difficulties. Does
the excessive centralization of
power produce such an appetite to
be satisfied that all desire for self
help is destroyed? Or is it appetite
that so weakens moral fiber as to
make centralization of power in
evitable? No matter which comes
first, the individual citizens of this
nation must make the moral choice
to control appetite if the trend to
ward centralization is to be re
versed. This is the problem posed
by Irving Babbitt forty years ago
in his book entitled Democracy and
Leadership, when he warned that
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"Americans must learn to talk less
of their rights, more of their
duties."

Socialism-through-welfarism is
much harder to combat because of
its humanitarian and democratic
vocabulary than is socialism
through-nationalization, yet one is
quite as deadly to liberty as the
other. The collectivist, of course,
takes full advantage of the mis
leading semantics available to the
advocate of the welfare state, mak
ing his intent as innocuous as pos
sible. Writing at the turn of the
century, George Bernard Shaw em
phasized this Fabian approach in
his book, The Intelligent Woman's
Guide to Soc'ialh;m and Capital
ism: "I also made it quite clear
that under socialism you would
not be allowed to be poor. You
would be forcibly fed, clothed,
lodged, taught, and employed,
whether you liked it or not. If it
were discovered that you had not
character and industry enough to
be worth this trouble, you might
possibly be executed in a kindly
manner; but whilst you were per
mitted to live, you would have to
live welL"

All of the advocates of such a
system seem to believe that human
nature can be molded if the plan
ner has enough control. A distin
guished American historian has
made the remark that "no man
who is as well abreast of modern

science as the Fathers were of
eighteenth century science, be
lieves any longer in unchanging
human nature." He goes on to say
that the solution of modern prob
lems, supposedly by "modern sci
ence," must not be hampered by
constitutional limitations.2 Such
men usually also place emphasis
upon an exclusively "economic
basis of politics" as the sole moti
vating force of man's actions.
They are fond of calling those who
do not approve of their reforming
schemes materialists, yet the true
materialists are these men who see
man only as a belly to be filled and
in the process ignore the institu
tional and individual varieties of
human nature that demonstrate
man's dignity. As has often been
suggested, political life will tend
to absolutize itself unless there are
some values outside the system
values not subject to change ac
cording to man's political whims.

A Need for Better Democracy

The answer given to all prob
lems in our time is "more democ
racy." The real problem, of course,
will hardly be solved by more of
the same, that is, more democracy,
but might well be solved by better
democracy. Better democracy would

2 Richard Hofstadter, The American
Political Tradition and the Men Who
Made it (New York: Vintage Books,
1948), p. 16.
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be defined not as a greater em
phasis upon the lack of human
dignity, but as re-emphasis of the
concept of individual God-given in
tegrity, dignity, and human vari
ety, protected through man's insti
tutional framework, as, for exam
ple, in his right to private prop
erty.

Professor C. Northcote Parkin
son, in The Evolution of Political
Thought, has traced the direction
of democracy throughout the world
in the past 200 years toward such
an extension of human appetite to
be satisfied by political processes
that the original democracy has
turned to socialism, with its inev
itable centralization ultimately re
sulting either in out-and-out dic
tatorship or in Hilaire Belloc's
"Servile State." Professor Parkin
son, however, admits that Amer
ica, though it has not gone in a
different direction than the rest of
the world, has at least lagged be
hind on the disastrous timetable
he describes. The very diversity,
decentralization, and limitation of
power inherent within the Ameri
can tradition of federalism is pre
cisely the reason that we have done
as well as we have in resisting
such a trend.

Equality by Force

A socialist has little to contrib
ute- in the realm of genuine polit
ical ideas. Instead, he often mere-

ly insists that the liberal notion of
political equality present in democ
racy is meaningless unless coupled
with an enforced economic equal
ity. As soon as it is decided that
economic equality must be en
forced through political processes,
socialism and the welfare state be
come two peas in a pod with cen
tralization and a collective ethic as
the central facts of both systems.
Such assumptions soon lead to
such preposterous distinctions as
the attempt to draw the line be
tween human rights and property
rights. Of course, no such distinc
tion can be made. The Founding
Fathers grasped a fact that the
modern collectivist apparently can
not see: A man without property
rights is a man without the right
to the product of his own labor
and is therefore not a free man.
Property rights are human rights.
So, the welfare state assault upon
property leaves man neither his
material welfare nor his freedom.
Governmental subsidies and· inter
ventions of every kind, no matter
how wrapped in semantic nonsense
about "democracy" and "humani
tarianism," are essentially coer
cive and therefore an assault upon
voluntary actions of society and an
assault upon freedom.

Ultimately, society's loss of free
dom becomes the individual's loss.
More and more, the conflict has
become a struggle of the individ-
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ual versus the· state in an attempt
to answer the question· of whether
the individual exists for the state
or the state exists for the benefit
of the individual.

Lessons We Might Learn

from the Fall of Rome

Cyclical theories of history, of
the rise and fall of civilizations,
are popular in our time. The paral
lel is often made, with consider
able validity, between the fall of
the Roman Empire and what may
prove to be the decline of our own
civilization. It might be recalled
that the greatest strength and
vitality of the Roman Republic
stemmed militarily, economically,
and socially from the sturdy mid
dle-class yeoman farmer who
strongly valued his own dignity
and the institutions surrounding
it-above all, family and property.
These are the men who made
Rome's legions unbeatable and
Rome's economy sound.

It is to state a truism to ;repeat
the tale of Rome's decline: the
great absentee-owned estates -cen
tralizing all economic power. in a
few hands and driving the yeoman
farmer from the soil, the vast bu
reaucracy and crushing taxation
that literally destroyed the Roman
middle class, the great mob of un
employed, without profession, dig
nity, or purpose, who filled the
streets to clamor for bread and

circuses. It is the very collapse of
the old Roman character, the de
struction of the sense of human
dignity, the elimination of the
middle class, and the tremendous
centralization of economic and po
litical power that produced these
effects that ultimately destroyed
one of the most enduring and suc
cessful experiments in government
in the history of the world.

The destruction of human dig
nity and personal freedom brought
about by centralized political con
trol and the assault upon private
property is hardly conducive to
the variety and vitality of individ
ual personality and private social
institutions that are necessary to
preserve a free society.. The name
less, faceless, mass man increas
ingly produced by modern society
is the greatest possible threat to
purposeful human existence.

Screwtape gets the message
across quite plainly: "You remem
ber how one of the Greek dictators
(they called them tyrants then)
sent an envoy to another. dictator
to ask his advice about the prin
ciples of government. The sec
ond dictator led the envoy into a
field of grain, and there he snicked
off with his cane the top of every
stalk that rose an inch or so above
the general level. The moral was
plain. Allow no pre-eminence
among your subjects. Let no man
live who is wiser or better, or
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more famous, or even handsomer
than the mass. Cut, them all down
to a level: .all slaves, all ciphers,
aU nobodies. All equals. Thus ty
rants could, practice, in a sense,
'democracy.' But now 'democracy'
can do the same work without any
other tyranny than her own. "No
one. need now go through the field
with a cane. The little stalks will
now of themselves bite the tops
off the big ones. The big ones are
beginning to bite off their own in
their desire to Be Like Stalks."3

Ample Warnings 01 Excesses

Have Gone Unheeded

Standardized ciphers produced
by such a system are scarcely quali
fied for the high degree of self..
government required by the Amer
ican tradition of federalism. Toc
queville warned that the quantity
of information, interest, and dis
cernment necessary to make our
system work was great indeed,
and warned that should that dis
cernment ever languish, Ameri
cans would fall beneath the yoke
of a centralized administration.
We still have many freedoms and
many individual and institutional
differences left to us by our leg
acy. But, as David Hume once
wrote, "It is seldom that liberty
of any kind is lost all at once."

Daniel Webster warned long ago

3 c. S. Lewis, The Screw tape Letters
(New York: Macmillan Co., 1962), p.165:

that if this nation, with all of its
unique opportunities, should ever
prove unable to preserve repre
sentative government, then the
world's hope of achieving lasting
liberty would be .slight indeed.
Half a century after Webster,
Lord Acton speculated upon the
possibility of maintaining a sys
tem of representative government
and genuine .• liberty·and found the
key to that system in the limita
tion and diffusion. of .power exem
plified by American fede·ralism.

In our .times, that system is
under heavy attack. What makes
this attack often doubly danger
ous is presented in, the words of
Dean lnge : "History seems to
show that the powers of evil have
won their greatest triumphs by
capturing the organizations which
were formed to defeat them, and
that when the devil has thus
changed the contents of the bot
tles, he never alters the labels.
The fort may have been captured
by the enemy, but it still flies the
flag of the defenders."4 As a case
in point, consider the misnomer of
"Creative Federalism," the label
given to',. the grants-in-aid pro
gram, whereby centralized spend
ing and centralized decision-mak
ing is undercutting state and local
government. What such a system

4 Dean lnge, Christian Ethics and
Modern Problems (London: Hodder and
Stoughton, 1930), p. 138.
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might be creating is open to dis
cussion, but it surely isn't fed
eralism.

The Tradition Re-examined
and Steps·Toward Restoration

In the face of such semantic
erosion, it is necessary to under
stand· thoroughly our American
tradition of federalism in all of
its historical continuity. Such an
understanding is the first step in
the resuscitation of the tradition.

The second step is to realize the
great vitality that the tradition
retains in our time despite the
attacks upon it. The electoral col
lege, with its emphasis upon block
voting for states, is clearly not in
the nose-count pattern of democ,..
racy espoused today, yet the in
numerable proposals for "reform"
of the system have remained in
the planning stage. Despite all the
talk about direct, unlimited de
mocracy, this nation has never in
its entire history had a single
direct all-national vote on any
elected official or issue, not even
on the adoption of the Constitu
tion itself. American political
parties continue to demonstrate
the vitality of American federal
ism. Our parties are unique. Un
like the doctrinaire political parties
of other nations, ours are ex
tremely flexible and contain with
in their ranks room for all sorts
of local and regional attitudes and

interests in both the social and
economic spheres.

Democratic reform is often best
conducted on local or state levels,
notwithstanding views to the con
trary by the central planners (who
apparently feel that nothing worth
while ever gets done unless they
do it). In the words of Felix Mor
ley: "Indeed, one of the great
virtues of federalism is the power
given to the constituent units to
adopt experimental measures in
accordance with the wishes of local
majorities, without imposing such
developments on sections not ready
or willing to go along ... political
democracy is thus localized or
qualified, but in no sense denied
under the American system."5
This is what William Penn called
keeping "the power in the people,"
and encourages the individual cit
izen to exertions for his· own sake
without the stultifying effects of
centralized control.

The can of beans which the
grocer exchanges for the house
wife's thirty cents, because he
would rather have the thirty cents
and the housewife would rather
have the can of beans, epitomizes
the billions of transactions that
constantly occur in this country
without centralized planning or
control. The multiplicity of such

5 Felix Morley, Freedom and Federal
ism (Chicago: Henry Regnery Co., 1959) ,
p.54.
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individualized decision-making in
the economic and social realm re
flects the genius of the typical
American for running his own
business better than the central
planners can do it for him.

Signs of Strength and Recovery

Not only is there a lot of vitality
left in the old system, but there
are signs as well of a developing
pressure for increased decentrali
zation in American political life. In
recent years, the state Chief Jus
tices Conferences and the Amer
ican Bar Association, both organi
zations of tremendous influence in
American legal and political life,
have been insisting with increas
ing intensity that the time has
come for the Supreme Court to
begin to exercise judicial restraint
and to return to a more strict
interpretation of Constitutional
law. The value of the federal con
cept is becoming increasingly pop
ular in other places as well. Peter
Drucker,in his Concept of a Cor
poration, has demonstrated the
tremendous success of the federal
principle when it is applied in
American big business. It seems
that decentralization of decision
making and the growth of individ
ual responsibility which this pro
duces ·is a very effective way of
getting things done in the busi
ness world. Well, it should be;
Americans have a lot of experi-

ence with that approach. We've
been doing it for 350 years.

Another sign of the continuing
vitality of the American tradition
of federalism is the strong local
and institutional loyalty which
persists among the American peo
ple. Private schools, church or
ganizations, geographic areas, and
ethnic groupings have resisted the
attempt to make one big "great
society" out of them. Defining
community as a "union of men,
through love and common interest
for the common welfare," Russell
Kirk has spoken in defense of
such diversity: "Community and
collectivism are at opposite poles.
Community is the product of voli
tion; collectivism of compulsion.
Community stands for variety and
intricacy; collectivism, for uni
formity and arid simplicity."6

Americans have also continued
to insist that the church and not
the state is the center of morality.
It is one of the founding fathers
of the modern totalitarian state,
Nikolai Lenin, who re·garded re
ligion as "the opiate of the peo
ple," but it is one of the founders
of our American tradition of fed
eralism, George Washington, who
insisted that religion is the "in
dispensable support of political
prosperity." As T. S. Eliot suc-

6 Russell Kirk, Prospects for Conserv
atives (Chicago: Henry Regnery Co.,
1956), p. 129.
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cinctly phrased it in The Idea ofa
Christian Society, "Reject God and
you might as well pay your re
spects to Hitler or Stalin." If Wil
liam Penn's warning that "man
ultimately will be governed by God
or by tyrants" is correct, the
American insistence upon the con
tinuing diversity and vitality of
American religion suggests that
the people of this nation are un
willing to accept·· the tyranny of
centralized control.

Self-Discipline by Free Men

If the federal system is to stand
as a barrier against the expansion
of the state into more and more
of American life, the self-disci
pline of free men must be exer
cised; and self-discipline is a
moral question· that depends upon
the character of the individual.
People ultimately get the· govern
ment they deserve ; and whether
the control by the national gov
ernment is the cause or the effect
of a decline in the American be
lief in . self-help, the best defense
against a further extension . of
governmental authority and the
best means of rolling back the tide
is a reassertion of the individual
moral ethic. In a word, if we would
preserve liberty, let us begin at
home. The point of the federal
system, as the Founding Fathers,
Tocqueville, and any number .of
other political thinkers have made

clear, is the protection of the
franlework within which these in
dividual choices may be made.

While deciding where we go
from here, we might also recall
that the collective idea has suf
fered its reversals as well in mod
ern times. The economic and po
litical troubles plaguing the Marx
ists have persisted now for enough
years to alert the world that· there
might be something wrong with
such a system. Here .in our own
country no American politician
with any serious ambition for
public office would dare to call
himself a·· socialist... The Constitu
tion with its balance of powers
and interests remains very much
on the books ; the concept of pri
vateproperty is so strong among
the American people that even the
most ardent collectivist is careful
always to phrase his attacks on
that institution in the most mis
leading and innocuous terms. And
we remain a religious nation and
a· nation with considerable sense
of respect for the institution of
the family.

Look to More Freedom, Not Less

Our problem then, is not the
creation of a genuine rule of the
people, but· a conservation of the
institutions and ideas that are
already deeply rooted among us.
If the problem of slavery and its
latter-day offshoot, civil rights,
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together with .some. of the. adjust
ments that have been brought
about by industrial .capitalism,
have placed. strains upon this tra
ditional system, at least ~he sys
tem remains in operation with a
federal union and a wide range of
personal and institutional liberty
that has produced a greater social
mobility and wider material pros
perity than any other system in
the history of the world.

Throughout American history
our people have maintained a con
stant sqspicion toward power en
croachment on the part of the
state. And while crises such as
war and depression, or some sort
of sectional, class, or racial strife,
have tended to centralize power,
we have met these crises and still
retain much of that healthy Amer
ican prejudice against unlimited
governmental power. If our system
has had problems, we might spec
ulate as to how a greater faith
in individual liberty could have
solved them. For example, is it
possible that the free market
might have averted the Civil War?
If the abolitionist do-gooders had
not built political pressure into
war, might not slavery have be
come such a costly anachronism in
an increasingly industrialized
America as to have died a natural
death?

Similarly, a persuasive case by
such men as Professor Benjamin

Rogge and Professor Milton Fried
man· has been made to .suggest
that the free .market. could well
provide the best answer in the
solution of racial prejudice. They
have been making quite clear the
negative, repressive effects of
coercive political interventions, in
terventions which. have their most
destructive effect. on the very ele
ments within· society they are sup
posedly designed to help. If. the
Negro can't get a job, he owes
much of his difficulty to minimum
wage legislation and to the mo
nopoly situation produced by the
labor legislation now on the hooks
in this country. If theNegro can't
get a place to live, he owes much
of his difficulty to the whims of
urban. renewal. It is not· the free
society that has hurt the Negro,
but rather the political interven
tions interfering with the free
society.

Faith in Ourselves

Our political heritage should
have taught us by now that some
problems of society are not cap
able of solution by the mere pas
sage of a law; the greater the
diversity allowed within the sys
tem to let problems work them
selves out, the more likely it is
that the solution will fit the prob
lem.

If we need faith in our system
to allow it to work, we also need
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faith in ourselves to be able to
say "No!" If the states would
come to understand how expensive
a Federal handout proves to be,
they could say "No!" If Congress,
as the branch of the national gov
ernment most representative of
the diversity of American inter
ests, really comes to understand
the dangers inherent in centrali
zation of all power within the
executive branch, it can say "No!"
most effectively to the presidency
and the bureaucracy. Federal pro
grams without congressionally ap
propriated funds to operate them
are nothing more than castles in
the sand. Above all, the individual
American in the exercise of his
political franchise, as well as in
his economic and social decisions,
still has the power to come up
with the biggest "No!" of all.

It is the totalitarian thinker
who prides himself upon being
"monolithic." But Stephen Spender
has remarked: "They are congrat
ulating themselves on being dead:
and it is for us to see that they
do not turn the whole world into
their cemetery."

A Vital and Honorable Heritage
to Be Preserved

Our tradition of American fed
eralism has a long and honorable
heritage and is perhaps the· great
est success story in the world's
history. It retains great vitality
in our own times and the means
are readily available to Americans
to further invigorate the concept:
As Lincoln suggested in his Cooper
Union address: "Let us be diverted
by none of those sophistical con
trivances wherewith we are so in
dustriously plied and belabored
contrivances such as groping for
some middle ground between the
right and the wrong." That in
sistence upon choosing between
right and wrong is a matter ulti
mately of individual moral re
sponsibility. And as this nation
and its heritage constitute free
dom's last, best hope,· the neces
sity for individual moral respon
sibility was never greater. It is as
true today as when Dante said it
centuries ago: "The hottest places
in hell are reserved for those who,
in a period of moral crisis, main
tained their neutrality." +

Maxwell A.nderson

THE GREATEST ENEMIES of democracy, the most violent reac
tionaries, are those who have lost faith in the capacity of a
free people to manage their own affairs and wish to set up the
government as a political and social guardian, running their
business and making their decisions for them.
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W. WATTS BIGGERS

IF WE ARE FREE MEN and if free
dom is the cornerstone of our ide
ology, have we not already achieved
ideological perfection and thus be
come a nation of people without
an aim? In short, is the ideological
road to freedom nothing more
than a dead-end street?

No! If some of us are people
without an aim, this is because we
have failed to recognize a simple
yet most important fact: Weare
not free.

So long as a single man is bound
by the chains of prejudice, igno
rance, or fear, we are not a free
people. The fact that ,ve are not
surrounded by concrete walls or
steel bars blinds us to the fact that
barriers just as real and just as im
portant prevent us from being free.
One man may be struggling to free
himself .from ignorance, another

Mr. Biggers heads· the Biggers and Stover
firm of· advertising consultants in Massachu
setts and also is President of Total Tele
Vision Productions.

from prej udice, another from fear
- but they are all prisoners. And
each of us has a responsibility to
these men and to ourselves to join
in the battle for freedom.

Could we really be free and still
hate each other? Am I free if some
prej udice instilled in me as a child
prevents me from judging all men
on the basis of their individual
merits rather than race or creed?
Are any of us really free when, in
moments of stress or panic, we are
guided by twisted fears or primi
tive instincts rather than sane
common sense?

We are not free. The brave men
of this country who give their lives
in wartime do so in order that we,
the living, may be outwardly
free to work toward a far greater
freedom. It is our failure to live up
to this responsibility - our failure
to understand the true dimensions
of freedom - which has made many
of us lose our way.

155
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We have failed to see our respon
sibility; to recognize that it is our
duty to struggle for greater free
dom both for ourselves and our
neighbors. Make no mistake about
this: If a man is truly searching
for freedom - struggling to untie
the knotted cords within himself
then he cannot be crass and materi
alistic; he cannot be solely con
cerned with fame and fortune.

If a man is struggling for free
dom, he will not devote all his non
working hours to the pursuit of
flimsy, meaningless "entertain
ment."Rather, he will recognize
that increased knowledge means in
creased understanding of ourselves
and of others,. and only through
such understanding. can freedom
be gained.

The man who struggles for free
domwill not confuse freedom with
license.· He will recognize that only
through full regard for the rights
of others can he hope to keep even
the degree of freedom he has now;
that any crime he might commit,
however large or small,· would vio
late his own right to this freedom.
And so, he will be law-abiding out
of understanding, not out of fear
of penalties prescribed by law.

The man in search of true free~

dom is a man attempting to find
himself. Each job he undertakes
he will attempt to approach in a
new way - his own way, in the
\vay best for him - and, in this

manner, he will attempt to fully
utilize his own particular. talents.
He will try to see and think for
himself, to free himself from con
formity and, thereby, bring to
the forefront his own individual
ity.

Each Advance Affords New
Opportunities-and Responsibilities

Man moves toward freedom
slowly - one step at a time. If he
achieves physical freedom or re
ligious freedom or political free
dom, he simply opens up another
frontier of freedom - the fight
against the enemy within himself.
And he must recognize that each
new freedom gained places addi
tional responsibility on his shoul
ders. The continuation of his own
search for freedom demands a
society in which all men are free
to work out their own destiny;
and so, along with his individual
struggle, he has the responsibility
to work toward attainment or
preservation of outward freedom
for all men everywhere.

The man struggling for free
dom will understand that revo
lutions may be fought because
men are not physically, politically,
or spiritually free, but that wars
are fought because men are not
free from the animal within; that
the assured continuation of our
free society by· way of perma
nent peace will be possible only
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when all men everywhere are on
the road which leads to complete
fr~edom.

But this road is no four-lane
highway. It is a narrow· road
filled with pain and suffering, a
road with treacherous conditions:
wet with the blood of men en
slaved; darkened by the shadow
of gallows; filled with rubble from
wars of revolution; made a night
mare by the conflicting wants,
passions, hatreds of every indi
vidual; made almost endless by
the steel-like grip of man's power
ful animal heritage.

No man can travel this road for
another. No man can. give to
another the rewards which lie
thereon. No man can force another
onto the road to freedom nor
force him to leave it except by
death.

There are no shortcuts to the
end, nor any special modes of
transportation to quicken the
journey or make it more comfort
able. It is a long road, but it is
the only one which can lead to

the fulfillment of mankind's great
potentiality.

We, as individuals, can best
protect· the degree of freedom we
now have by joining in the strug
gle for still greater freedom - by
working to rid ourselves of hate
and fear; by understanding that
each man is a participant in
this struggle and therefore our
brother; by fighting against con
formity, and struggling to realize
our own true individuality, and
helping others to do the same; by
recognizing the power of our still
primitive instincts and struggling
to Qvercome them; by fighting
against poverty and ignorance
and hatred and prejudice where
ever we meet them; and, finally,
by helping ourselves and others
to understand that .only in the
fight for greater freedom can we
possibly find self-fulfillment.

No, the road to freedom is no
dead-end street. We have simply
stopped moving. It is time we
started again. ~

John Stuart Mill

IT IS AN ABUSE of the principle of equality to demand that no in

dividual be permitted to be better off than the rest, when his being

so makes none of the others worse off than they otherwise

would be.



The Challenge

of BUSINESS
TOM ROSE

CONGRATULATIONS on the success
ful liquidation of your Junior
Achievement Companies.

That none of your companies
ended up its fiscal year with a loss
in a way disappoints me, because
losing money can provide a very
instructive lesson: Our American
enterprise system isn't only a
profit system - it is a profit and
l088 system.

As a Junior Achiever, these are
some of the things you might
have learned about business in
general:

1. A business corporation is not
a cold, impersonal, legal entity.
Rather, it is a living and dynamic
association of people. And each
person in it has his own mixture
of strengths and weaknesses,
hopes and fears. Each corporate

From a speech delivered at the Future Un
limited Banquet, May 5, 1966, Junior Achieve
ment, Fort Madison, Iowa. Mr. Rose is Di
rector of Economic Education, Associated In
dustries of Missouri.
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member has a worthwhile con
tribution to make. Each is a sacred
creature of God - who, as such,
merits your respect and coopera
tion, even your brotherly love.

2. If there is one word that de
notes the essence of our modern
business world, it is the word
"voluntarism." Or, if we want to
use two words to signify this es
sence, we would use the words
"voluntary cooperation."

A company - whether it is a
small one-owner organization, a
partnership, or a large interna
tional corporation - is, above all,
a voluntary association of in
dividuals. Each participant is free
to terminate his association when~

ever he chooses. And the mastic
which is used to. cement each in
dividual to this voluntary associa
tion is his hope to gain personal
profit from it. For some, this
profit or benefit is received in the
form of wages; others receive it
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in the form of dividends. And to
many, the benefit is received as
both wages and dividends. Many
employees in modern corporations
play a dual role of worker and
owner. In this respect, they are
self-employed.

The point I want to make is
this: the catalyst of all voluntary
cooperation between individuals is
the hope of mutually benefiting
through such cooperation, Le.,
mutual profit. This is what makes
big companies and little companies
beneficial to· all.

3. Now, a word about problems.
A problem is an opportunity in
work clothes. N ever complain
about problems in the business
world; because without problems
to be solved, a business isn't a
business at all. It's an extinct fos
sil; it is dead.

Business problems - and they
come in all sizes, shapes, and dis
guises - are simply opportunities
for personal growth.

In talking about problems, let's
recognize that no one solves all of
them successfully. At times, every
one pulls a boner; and at such
times, it's wise to remember the
difference between failure and
stumbling. Failure is what hap
pens when a person quits. It is
final. Stumbling - i.e., falling down
and picking yourself up to go on
is turning temporary failures into
profitable experiences. This hap-

pens when you use the stumbling
blocks you encounter as building
blocks for a stairway to success.
J ames Russell Lowell said, "Mis
haps are like knives, that either
serve us or cut us, as we grasp
them by the blade or handle."

4. Let's back away from this
word "business" and take a look
at it. What is business? Isn't it
simply the cooperative process of
anticipating and responding to
consumer needs in hope of making
a profit? And wasn't the efficiency
with which your own J. A. Com
pany met consumer needs meas
ured by the profits it earned, or by
the losses it sustained?

Your Company provided you
with a two-part lesson about our
free enterprise system that some
people never seem to learn. And I
hope you have learned it well.

A. First, that everyone bene
fits from a profitable business
in a free market economy. And
why is this? Because, in the
free market, every aspect of
business is voluntary. Business
owners and business workers
voluntarily cooperate in the
process of selling goods and
services to consumers. In doing
this, they can't help but benefit
each other. Consumers, on the
other hand, are free to buy or
not to buy what producers offer
for sale. Since no one volun
tarily continues an unprofitable
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relationship, the continuing co
operation of consumers, work
ers, and owners isproof in itself
that each group benefits from
the role it plays.

B.. Second, that losse·s in the
free, market are limited, to risk
takers. Losses are limited to
those dynamic entrepreneurs
who are always seeking new
ways to maximize profits. They
personally stand all losses be
cause, in the free market, there
is no way for them to impose
their losses on the public. A'nd
this is good ! It is one of the
essential differences between
free enterprise and socialism.
In a socialist state, the public
is forced to share business losses
through payment of government
subsidies and taxes.

Specific Lessons

Now, to touch upon some specific
lessons from your own J. A. Com
pany which you can apply later on
to real life situations:

1. Investrnent: When you ven
tured out to sell shares of stock
in your Company, you learned
that investment in businesses
doesn't "just happen." The tools,
facilities, and materials you used
to produce your products didn't
materialize out of thin air. They
had to be rented or purchased.

This took investment money-

money that. first had to be saved.
From your personal e,fforts in
raising capital, you, should have
learned this basic" economic fact:
Investment money to buy tools ,of
production. reslJ.lts from saving,
Le., from postponing current con~

sumption. In ,other words, in ,order
to create a surplus Jor investment
purposes, "each investor had to re:
frain from., currently consuming
the amount he invested. And the
incentive for people to fqrego
spending in order to accumulate
risk capital is the hope for profit.
Remember this lesson for later in
life. Some day you,. may want to
start a business of your own.

2. Profit. The legitimate pur
pose of all business' enterprise is
to earn a profit. If it were not for
profit, your J. A. Company would
not have been formed in the first
place. The same holds true for the
companies where your fathers are
employed. Therefore, the realiza
tion of profit calls for no apologies.
Rather, the absence of profit can't
long, be tolerated in any business.
Samuel Gompers, the founder of
the American Federation of La
bor, said:

The 'greatest crime against the
workingman is a company without
profits because a company without
profits means workers without jobs.

Profit isn't a cost borne ,and
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paid for by consumers. Profit
isn't added on to the market·. price
of·· what we buy"" It is residual.
Profits are earned by companies
which ,are successful in reducing
and keeping .production '. costs un
der market prices.. Because .profits
are so hard to come by, some busi
nessmenoccasionally say some
thing to the effect that "every
company is· entitled to a fair prof
it." If so, who is to determine
what "fair" is ?The owners of a
company? . . . certainly not. The
workers? no, again. The gov-
ernment?, heaven forbid!

N.o, only. consumers can fairly
determine what rate of profit a
company should earn. They do
this through buying or refusing
to buy the company's products on
the competitive market. Sometimes
this rate of profit will be very
high. Other times it will be very
low-or even nonexistent. What
~ver it is, if consumers determine
profit by free choice, it is ·sure to
be fair ..When allowed to function
freely, the free market is abso
lutely fair to· all concerned~

3. Losses: We've been talking
about profit. How apout the nega
tive aspect of profits, that is,
losses?

The fear of financial loss isa
good thing.. It is a necessary .part
of .our free market system. The
fear of losing money, like the hope

for profit, acts as. a powerful. spur
in stimulating businessmen to
serve consumers more efficiently.
In shqrt, profits and losses serve
as traffic signals to. businessmen:
The red signal of loss says "Stop!
You're not doing too well." The
green signal says "You're doing
fine! .Keep up the good work!"
With the red light of. loss, con
sumers signal. a businessman to
reduce investment and employ
ment.,. With the green signal of
profit, they invite him to increase
investment and employment where
he is meeting consumer needs
most efficiently. Thus, losses as
well as profits serve a useful pur
pose in directing production to
benefit consumers.

4. Wages: Wages depend on
productivity. And high productiv
ity takes good tools, good tech
nology, and willing cooperation
with manage:rnent.

An increase in real wages goes
hand-in-hand with increasing pro
ductivity. A good wage" structure
needs a solid foundation of pro
ductive effort to support it.

5. Costs and Prices: Many peo
ple have the mistaken idea that
there isa direct relationship be
tween production costs and prices.
They think that businessmen can
compensate for increased :p,roduc
tion costs by. boosting prices to
consumers. People· who. hold this
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mistaken idea forget about the
voluntary role of consumers in our
free market system. They forget
that consumers are free to find
cheaper substitutes or, in many
cases, to do without.

Production costs don't deter
mine market prices. Rather, it's
the other way around: market
prices limit the total amount of
costs a businessman can· allow to
go into the product he sells. The
fun and challenge of producing
something for use in the free mar
ket is to· determine what consum
ers will pay for it, and then to man
age your company so .that produc
tion costs will be less than this
figure. This~thechallengeofthe
free market.

6. Business-Workers and Busi
ness-Owners: There are elements
in our society that strive to create
dissension between business
owners and business-workers. They
divide society into little compart
ments called "labor" and "manage
ment." Then they try to foment
"war" between the groups they
themselves have created.

The well-being of employee and
employer cannot be separated.
They are two sides of the same
coin. What is good for one is good
for the other. The mutual interest
of employees and employer far
outweighs any artificial differences
that might be created between

them by others. This common in
terest is to serve consumers, a
company's only source of income
and to serve them at a profit. This
calls for helpful cooperation in
stead of harmful strife.

Class warfare is a Marxist idea.
If workers and owners serve con
sumers efficiently, a competitive
labor market will assure fair dis
tribution of the consumer dollar.

The reason a free market so
ciety will outproduce any other
society is individual freedom; Le.,
the right and freedom of each
person to uS,e his property and
talents as he sees fit, with a min
imum of interference from others
(and especially from government) .
The reason why individual free
dom works to the advantage of
all is that the owners of land and
capital can't get much benefit from
their wealth unless they use it to
serve the needs of consumers.

And, in considering the challenge
of business, may we remember that
the difference between mediocrity
and outstanding success is seldom
very great. The difference is not
found in brilliant flashes of genius.
Rather, it lies in a small degree
of extra performance and hard
work put out over an extended
period of time. This also applies
to organizations. Thus, a com
pany's economic success depends
on the number of individuals who
understand and cooperatively ap-
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ply this secret at all levels of the
organization.

I would close with this inscrip-

tion, dated 1692, from the wall of
Old St. Paul's Church in Balti-
more:



Organized

Irresponsibility

CLARENCE B. CARSON

MUCH of the criticisrnof govern
ment officials, bureaucrats, and
politicians is beside the point.
Stories are legion of attempts to
contact the appropriate bureau
crat to deal with some matter,
particularly in Washington, and
getting the run-around instead
shunted from one person to an
other, told that the proper official
is in conference, that he is on
leave, that he cannot be reached
at present, and so on. The diffi
culty may well become insur
mountable if there is an attempt
to place the blame for some ac
tion. Such experiences may build
pressure for yet another commis
sion to be appointed, in the man
ner of the old Hoover Commis
sions, to investigate the bureauc
racy and recommend change. A
new President may become so ex-

Dr. Carson is Professor of American History
at Grove City College, Pennsylvania.
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asperated trying to establish
clear-cut lines of authority and
responsibility that he will press
vigorously for reorganization.
These are attempts to treat the
symptoms, however, not the dis
ease.

In like manner, businessmen
will say of some government bu
reaucrat : "He never met a payroll
in his life." The thou,ght behind
this caustic remark is that if the
official had employed men, if he
had been responsible for accumu
lating the money to pay them, if
he had to provide goods and serv
ices to get the money, he would
understand the problems of the
businessman. And if he under
stood, he would be more lenient,
would modify the rules, would
make more tolerable decisions in
the area of his authority.. There
are many variations on this theme.
Has the building inspector ever
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built a house? Has the sanitation
inspector ever done any plumb
ing? Has the. labor arbitrator ever
employed .men? Has the Inter
state Commerce Commissioner
ever run· a railroad? The answerS
seem quite important to those
who find themselves harassed in
one way or another by government
officials. Yet,. they do not matter
much. The underlying flaw of the
system would still be there,
though .each of the above ques
tions .was answered in the affirma
tive.

"Let George Be Responsible"

Superficial attempts to improve
the situation have followed upon
the superficial analyses of the
problem. Most notably, there has
been much talk in recent years
about men behaving responsibly.
Businessmen are exhorted to act
"responsibly" to avoid the "ne
cessity" of government interven
tion. Labor union officials are
begged to be ."responsible" in
their demands upon industry.
Newspapers are expected to be
"responsible" in what they report.
College professors should be "re
sponsible" in their pronounce
ments. It is widely held that rights
and privileges have corresponding
responsibilities and that even
"civil rights" advocates should be
"responsible" in their advocacy.
While such exhortation may· have

some effect on the behavior of
men, it is more likely to impress
children. It is a confidence game,
an attempt to sway men to be
have contrary to the way they are
impelled and encouraged to act by
the established system.

In fact, we have widespread
and pervasive· organized irrespon
sibility in America. It makes little
difference whether government
bureaucrats have met a payroll,
whether Interstate Commerce
Commissioners have run a rail
road, whether labor arbitrators
have employed men, and so on. No
reorganization of the bureaucracy
under the present system will go
very far in making government
officials accountable for what they
do. In numerous cases the exer
cise of power has been cut off
from the consequences of the ac
tion, and the use of authority has
been disjoined from responsibility
for results.

To understand this, it will be
useful to get clearly in mind the
nature of responsibility. The fol
lowing ideas are closely associated
with responsibility: obligation,
chargeable, accountable, liable,
amenable, and answerable. Phil
osophically, the meaning of the
word is derived from the idea that
individuals respond to that which
confronts them; they make choices
and act; by choosing and acting,
they become responsible for the
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results. For example, a man
fathers a child; by so doing, he
becomes responsible (is obligated)
for the rearing of the child. Re
sponsibility is personal and indi
vidual; it has to do with cause
and effect, with the relationship
behveen what one has done and
the consequences of it.

Individual, Social, Legal

There are three elements which,
when taken together, reinforce
one another and make for full..
fledged responsibility. First, there
is the individual's sense of obliga
tion to meet his responsibilities.
For example, a man buys some
thing for which he contracts to
pay over a period of time. He has
willingly entered into an agree
ment; he has obligated himself
to make payments when they fall
due. His sense of responsibility
may lead him to meet the terms
of his contract. Second, there is
social responsibility. As to the
particular debt in question, soci
ety would appear to have no inter
est.. Yet it does. The individual
in question has dealings with
others. They. are interested in
knowing whether he pays his
debts or not. If he does not meet
his obligations promptly, this fail
ure will affect his credit rating
(a social instrument), and men
may cease dealing with .him in
any matter· that involves time

considerations. Thus does society
hold men responsible. Third, there
is legal responsibility. A creditor
may go into court to get a j udg
ment against the debtor. To en
force this judgment, the creditor
may, in the final analysis, attach
the debtor's possessions, gar
nishee his wages, or throw him
into bankruptcy (have him pro
claim his irresponsibility to the
world). Analogous procedures
must be in effect in all areas of
life for full-fledged responsibility
to exist.

A Slow Erosion

A generation has been brought
up to believe that men .are not
responsible for their acts. This
is an overstatement of the case,
of course. Children are still taught
that they are responsible - some
times and in certain areas - for
their actions. Adults, some of
them, still have a sense of respon
sibility and can be held socially
and legally accountable for ac
tions. The truth is, however, that
this responsibility is being eroded
away. The erosion has occurred
gradually and piecemeal in Amer
ica, for the most part. We are
seldom told anything so general
and all embracing as that men
are not responsible for their acts.
To do so would raise the question
of the philosophical implications
of such a position.
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Rather, subtle doctrines of ir
responsibility have been spread
over a period of several decades.
Men are the products of their en
vironment, we are told. Responsi
bility is collective, another version
goes; society is to blame. For
more than a century the doctrine
that institutions have corrupted
men has had its advocates. Others
hold that men are factors of their
class or economic situation. So
cialists, following the lead of
Marx, generally have held some
variation of the doctrine that
changes in technology produce
tensions in society which result
in the different views and actions.

In particular, we are told that
criminals are the products of bad
envi ronment, infantile frustra
tions, social maladjustments, and
so on. Labor violence is supposed
to be the product of exploitation.
Race riots, even an Attorney Gen
eral may proclaim, are the results
of deprivation. Revolts, whether
of college students or of would-be
nations, are the consequences of
oppression.

In short, weare led to believe
by subtle explanations - and in
particular instances which, when
taken together, include almost all
cases - that men are not respon
sible for what they do. It is not
possible, of course, literally and
consistently to apply these doc
trines in a society. Society cannot

feel a sense of responsibility or
guilt (for that matter, it cannot
feel anything, for it is not sen
tient). The environment cannot be
locked up. Technology cannot be
reformed by a period in reform
school. To say that entities of
this character are responsible is
the practical equivalent of saying
that no one is responsible and
nothing can be done about it.
Those of the naturalistic persua
sion (popular among some intel
lectuals in the latter part of the
nineteenth century) quite often
drew just that conclusion from
the doctrines.

Destroy and Rebuild

But the doctrines of individual
nonresponsibility can be and have
been applied selectively for attain
ing certain objectives. They are
most effective ideas for destroying
the social system of responsi
bility' and, for that matter, civili
zation itself. Such doctrines are
effective in destroying the indi
vidual's sense of responsibility
(called guilt feelings in the argot
of certain psychologists). If be
lieved, these doctrines inhibit the
practice in society of men holding
others· responsible. And, of course,
these doctrines of nonresponsi
bility can be used to remove legal
responsibility. In short, they can
be and have been used for destruc
tive purposes.
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They have also been used as the
basis for attempting to construct
a new social system. That is, these
doctrines have served as argu
ments.for using· government power
to change the environment. Ef
forts at remolding institutions·. are
spurred by those who believe such
ideas. Collective practices have
been advanced· to replace the sys
tem of individual initiative and
individual responsibility. The re
sult, however, is· not a new system
of responsibility. It is, instead, or
ganized irresponsibility, that is,
irresponsibility in~titutionalized

and made a part of the way of life
of a people. Exhortations to peo
ple to be responsible are replacing'
the system of responsibility.

Some examples will demonstrate
how this has occurred. It has been
going on· for several decades now
and is gradually extended into
more and more areas of life. One
of the most conspicuous instances
of organized irresponsibility is
that of the so-called independent
boards and agencies of the Fed
eral government, though those of
many of the states are equally so.
Among such organizations of the
Federal government are: Inter
state Commerce Commission, .Se
curities and Exchange Commis
sion, Federal Reserve Board, Na
tional Labor Relations Board, Fed
eral Power Commission, and so
on. Of a similar character so far

as responsibility is concerned are
the government corporations such
as the Tennessee Valley Authority.

Powerful Agencies

There are several angles from
which to view the· irresponsibility
of those within these organiza
tions. First, they are government
agencies. Those who exer.cise the
powers of government appropriate
monies most of .which are not
their own. They pass laws which
apply to the population generally,
not just to themselves. They make
war and peace, make treaties of
alliance and commerce, employ
workers, have charge of an exten
sive constabulary, and may use
force to obtain obedience to their
commands. All of these powers af
fect the lives of many more than
those few who actually exercise
them.

In the United States,. many de
vices were adopted to make those
in government responsible or to
give them as Iittle leeway as pos
sible to act irresponsibly. Perhaps
the most important of these. was
a written constitution in which
the powers of government are
enumerated and government is
specifically forbidden to enter cer
tain fields of operation. The pow
ers of government were divided
among three branches so that
quest for power by any person or
branch would be supposed to be
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negated by the jealousy of other
branches. Those who appropriated
monies were made responsible to
the people from whom the monies
came by being made subject to
election at frequent intervals.
Those in government were sup
posed· to be subject to the laws
passed, and those who execute the
laws and spend the monies were
to be accountable for their stew
ardship to Congress and to the
courts.

Interstate Commerce

The Interstate Commerce Com
mission was the first of the "in
dependent" agencies organized to
evade many of the devices for
holding responsible those who
govern. Since its founding in the
1880's, its power has been in
creased to include setting mini
mum and maximum transporta
tion rates, deciding what services
must be performed or may be dis
continued, approving or disapprov
ing mergers, and so forth. Legis
lative, executive, and judicial pow
ers, rather than being separated,
have been blended in one body, so
that the quest for additional
power by this organization is not
at the expense of other political
branches but of the owners of
transport facilities. Congress au
thorized the Commission, but it
operates "independently" of Con
gress. The Executive appoints the

members,but they serve for a pe
riod of years and are therefore
"independent" of the Executive.
In short, the· Commission - and
others like it - is not responsible
to the electorate. No election has
ever been held where the actions
of boards and commissions were
sufficiently at issue to say that
they have been either popularly
approved or disapproved. Nor· is
one likely to be. These agencies
are "independent," independent of
the people - that is, politically ir
responsible.

In the final analysis, though,
the· Interstate Commerce Commis
sion - and all who exercise like
powers - would be irresponsible
even if it were a committee of
Congress or a department of the
Executive. The actions themselves
are irresponsible. When the Com
mission sets a rail rate, its mem
bers are not responsible for op
erating a railroad on the revenue
derived. When it prescribes that
services must be rendered at a
particular station, it is not respon
sible for providing these services.
If the regulated company goes
bankrupt, the Commission does
not have to pay the bills. The mem
bers of the Commission can make
decisions with virtual financial
and legal impunity. They are not
responsible - even when they cir
cumspectly refrain from harmful
decisions; the transport compa-
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nies, in such case, have only es
caped by chance.

Degrees of Irresponsibility
Among Various Agencies

The same charge of irresponsi
bility is valid against other gov
ernment boards, commissions, and
corporations in varying degrees.
The members of the Federal Re
serve Board cannot be sued, in
consequence of their monetary
manipulations, for the loss of
value of the money· which people
hold or have owed to them. The
Securities and Exchange Commis
sion will not make good losses suf
fered on the stock market as a
result of its action or inaction.
The National Labor Relations
Board does not pay those workers
to whom it awards back pay. The
board which controls the Tennes
see Valley Authority neither pays
for the work it hires to be per
formed nor does it make good any
losses incurred by the Authority.

It should be pointed out, how
ever, that the boards which con
trol government corporations do
have some responsibilities. If
there are degrees of irresponsi
bility, the board which directs the
Tennessee Valley Authority is not
as irresponsible as the Interstate
Commerce Commission. The mem
bers of the board, or their agents,
do undertake to provide services,
do meet payrolls, do enter into

contracts, and are in some ways
accountable for their actions.

Governmental irresponsibility is
widespread, and does not neces
sarily involve violations of the
principle of the separation of
powers. The enactment and rais
ing of the minimum wage has
been irresponsible. By this action,
Congress compels employers to
pay a certain wage, but it takes
no responsibility for this. That is,
Congress does not raise the money
to meet the payroll. If men lose
their jobs because the employers
cannot pay these wages, the in
dividual members of Congress do
not undertake to provide thenl
with employment by paying them
out of pocket. Nor, if the em
ployer goes out of business, can he
sue Congress for damages. Equally
irresponsible are Congressional
rulings regarding hours of labor.

Who Pays for Mistakes?

Something should be said un
der the heading of government
financial responsibility for what
its agents do. The United States
government and the governments
of states do engage in numerous
business undertakings such as
building roads, maintaining post
offices, providing education, set
ting up corporations, and so forth.
Government agencies are not lia
ble for payment of damages in the
same way that private corpora-
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tions, partnerships, and individu
als are. Governments can be sued,
of course, with their permission.
The winner of a suit against some
government may recover damages.
But there the similarity with pri
vate suits ends. Congress may ap
propriate money to pay damages,
but the individual members of
Congress do not pay for this; at
least, they pay no more than any
other taxpayer. This is another
way of saying that the govern
ment is not responsible for injury
done to others. It merely passes on
the claim to the taxpayers. By
contrast, private companies! and
individuals are responsible fot in
juries done.

Federal Aid Uncontrolled

Government responsibility is
often attenuated, at best, i but
many of those who have labiored
to get government involved in
more and more things have; also
worked to remove the last vestiges
of responsibility. The public
schools afford an example. It is a
common· saying that politics ought
to be kept out of the schools. If
those who say this meant that gov
ernment should get out of the
business of education, it would
make sense. But that is not their
meaning. They favor government
support of education but do not
1Vish political intrusion in the
management or control of the

schools. They would have the pop
ulace support the schools but deny
the people a voice in the manage
ment of the schools. For politics
is the means by which popular
consent is given and denied in
America. Those who want to keep
politics out of the schools \vant
government support without gov
ernment control, whether they
know it or not. In short, they pro
pose to make the public schools
completely irresponsible.

Long strides have been taken
toward making those who teach in
schools and colleges responsible to
no one. This has been accom
plished to considerable extent un
der the doctrine of academic free
dom and the practice of tenure.
These two things combined are
supposed to leave the teacher free
to say and teach what he will
(theoretically, though not prac
tically, bounded by a restriction
that it be within the area of his
competency). He is responsible to
no one for what he teaches.

Other Abuses of .Privilege

Irresponsibility abounds in
America today. Aid to Dependent
Children permits men to father
children and women to give birth
to them without assuming the full
responsibilities of rearing them.
Various government agencies re...
lieve children of the responsi
bility for caring for aged or in-
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firm parents. So-called civil rights
leaders preach hatred of men,
practice trespass, and encourage
the destruction of property with
out being held responsible for
what they do. Those dependent
upon government for a livelihood
are permitted to vote, and thus to
vote themselves benefits at some
one else's expense.Union leaders
press for wage increases which
they· do not have to pay. Congress
votes increase after increase in
the Federal debt, wi th no provi
sion for paying it. It has been
years since any reduction of the
debt· has been made. Policemen
are not held responsible for vio
lating the· rights of the accused;
instead, criminals are turned
loose by higher courts when their
rights are said to have been vio
lated.Thus, irresponsibility is
compounded. Movements are afoot
to subvert established political
processes by granting to groups
power unrestricted by popular
consent. Examples of this are ci
vilian review boards and civil
rights groups and organizations
being given Federal monies to
dispense. Irresponsibility is high
ly organized, vociferous, and ram
pant in the land.

There is a saying that goes like
this: "What you do speaks so
loud that I cannot hear what you
say." This certainly applies to
those who admonish us to· be 1'e-

sponsible today. We have been
busily removing the .supports to
responsibility· while shouting ever
more loudly that men should be
responsible. Responsibility de
pends upon a very real nexus be
tween cause .and effect,between
actions and consequences, between
accomplishments and rewards, be
tween what we do and our ac
countability for it, not upon a
spurious indoctrination of a sense
of responsibility. "Independent"
boards and commissions cannot be
made responsible by proclamation,
nor labor leaders by acclamation,
nor civil rights workers by as
severation, nor teachers by incul
cation, nor parents by vocalizing
about it.

Penalties Removed

A confusion of terminology
hides the truth from us. In a
vague sort of way, the admoni,;.
tions to boards and commissions
are to be circumspect in what they
do, to labor leaders to be moderate
in their demands, to civil rights
advocates to be gentle in their ac
tions. It would be as logical to
admonish thieves to take only a
moderate amount of money or
goods, to admonish assaulters to
exert gentle persuasions, or to ad
monish extortionists to be circum
spect in their demands - while
removing. all penalties for crimi
nal behavior. For we have made
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long strides· toward separating
cause from effect, power from re
sponsibility, and actions from
their consequences.We are trying
to make the individual's spurious
sense of responsibility do the work
formerly done by individual con
science, social responsibility, and
legal accountability.

The Consequences of the
Irresponsible Way of Life

It requires no major gift of
prophecy to foresee the outcome
of organized irresponsibility. In
deed, some of the consequences
are alre~dywith us, and it is nec
essary only to extend them in
other cases. Boards and commis
sions establish inflexibility in the
economy, on the one hand, and
produce uncertainty on the other,
making businesses difficult to op
erate, resulting in high prices and
poor service. Labor unions para
lyze industrial centers and are re
strained from extending this to
the country as a whole only by a
dubious sense of responsibility or
the threat of force and involun
tary servitude. Academicians fill
children's minds with notions that
have been tested by neither reason
nor evidence. Government action
produces unemployment by mini
mum wages and tries to correct
this by heavy doses of inflation.
Violence and destruction in the
cities, particularly in summer,

makes life increasingly perilous
and property insecure.

Freedom becomes license with
out responsibility. To put it an
other way, there can be no free
dom without responsibility. No
man is free when he can have his
life taken by murderers who will
not be held responsible by the
courts, when his ownership of
property is vitiated by the control
of those who do not receive the
consequences of their actions,
when his children may be taught
any doctrine without his approval
or consent, when the actions of
others are restrained only by their
inward determination to restrain
them. Free men are responsible
men, else every man's freedom is
potentially a trespass upon every
other man's.

Nor can civilization survive the
constant strain put upon it by or
ganized irresponsibility. The de
sire to exercise power without re
sponsibility may not be the oldest
sin, but it is one of the earliest
according to the Bible. After Cain
had slain Abel, he wished to avoid
the responsibility for it. The de
sire is there, but the nation that
succors it wills its own destruc
tion. Men lose their integrity and
are corrupted by organized irres
ponsibility. Policemen lose their
zeal to apprehend criminals when
those whom they catch are turned
loose. Businessmen turn to lobby-
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ing, to influence buying, to the
quest for special privilege when
their survival depends upon it.
Men devise subtle ways to live off
the labor of others when govern
ment becomes the bounty giver.
Workers are seduced into slipshod
work and malingering when· they
can use the threat of violence to
hold their jobs. Men gather in
mobs to hand out rough and un
even justice when the courts no
longer serve society. When men
become acclimated to irresponsi
bility, they do so by becoming
weak-willed and irresolute. As
children, they fall prey to the
strong man who will restore order

by intemperate but widespread
use of force.

The remedy for this distemper
is what it has always been. It
lies, first, in the recognition that
men are responsible for their
acts. Second, it can be developed
by inculcating a sense of per
sonal responsibility in individuals.
Third, society sustains it by re
wards and punishments handed
out accordingly as one has been
responsible or irresponsible. Last
ly, men must be held legally ac
countable for what they do, and
must not be permitted to engage
in actions for which there can
be no accounting. ~

A Paradox

MANY PERSONS are so reluctant to become involved in other peo

ple's affairs that they will stand by and see· a fellow man beaten

or even killed without intervening. Yet those very same non

Samaritans readily join in great numbers to make other people's

decisions for them, meddle in their business, force them to act

"for their own good."

JAMES C. PATRICK, Decatur, Illinois



THE PRICING OF GASOLINE
HAROLD M. FLEMIN'G

GASOLINE PRICES, like the prices
of many other commodities, are
not easy to understand. Some
times gasoline price wars seem
to spell intense competition. At
other times motorists, seeing the
same prices to the decimal at
nearby stations, may think they
are up against conspiracy. Or
again they may see across the
street a price difference between
a familiar and an unfamiliar brand
and wonder what it means.

This is understandable. The
whys and wherefores of gasoline
pricing are of almost infinite va-

Mr. Fleming is a well-known journalist and
author, specializing in business and financial
analysis.

This article is reprinted by permission from
Chapter IV of Gasoline Prices and Competi
tion. (Copyright 1966, Appelton-Century
Crofts, Division of Meredith Publishing
Company. 96 pp. $3.75). Other chapters in
clude "The Geography of Gasoline," "Who's
Who in Gasoline Marketing," "Estimating the
Costs of Gasoline," "Gasoline Price Wars," and
"Regulating the Market Place."

riety. And they keep changing.
They involve behavior patterns be
yond the powers of the most fer
tile imagination. Despite the diffi
culty of comprehension, it is be
yond doubt that the intense com
petition in the business has
brought about a record of reason
able prices. In 1964 the average
price of gasoline, not including
taxes, was 7 per cent less than it
was ten years before. And the
1964 variety was much improved.

I. The General Price Structure

The United States gasoline busi
ness has a going structure of
prices. And these prices, as will
be explained, relate only partially
to manufacturing and handling
costs.

To begin with, there are the
base wholesale prices of gasoline

175
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in large quantities at refineries
in the key regions.

Then there is a second level of
wholesale prices: prices at termi
nals, before the final fan-out. These
are sometimes still called tank-car
prices, from the original medium
of delivery out of these terminals.

The final and perhaps most im
portant wholesale price is the tank
wagon price, from the supplier or
jobber to the retail gasoline dealer,
on delivery to the service station.

As to the retail price, there are;
with few exceptions, no "manu
facturer's retail list prices" in
gasoline. The supplier's ownership
of the gasoline generally ends at
the service-station tanks, and the
dealer is then free to set his pump
at whatever retail price he chooses.

An important exception occurs
when, as in New Jersey since the
middle 1950's, some suppliers avail
themselves of state "fair trade"
laws that permit the manufacturer
to set a specific retail price as the
minimum to be charged for his
branded product.

But major-brand suppliers by
no means lose interest in the price
of their gasoline when they sell
it to the service-station man. The
supplier's interest is natural. He
wants his brands to be competi
tive. Most suppliers counsel with
their dealers about staying com
petitive; but, in the absence of
"fair trade" or other exceptional

circumstances, the decision is
strictly the dealer's.

Independent chains operate dif
ferently for the most part. Their
station operators are usually on
salary. They don't sell to the sta
tion operator, but through him.
They don't suggest the retail price.
They set it.

To a small degree, major sup
pliers are engaged in direct retail
ing, too. At a station where. any
supplier is itself the retailer, it,
of course, establishes the price.

All the prices mentioned above
wholesale and retail-- are so in
terrelated that they are constantly
pulling each other up and down,
so what is generally called a price
structure for the gasoline business
might better be called a fabric of
prices.

Private Brand Differentials:
Lesser-known brands of gasoline
often sell at a price below that of
better-known brands. The differ
ential- a frequent bone of con
tention - may run to several cents
a gallon. It is not necessarily due
to a difference in quality; but often
it is due to a difference in famil
iarity to the automobile driver or
to a difference between stations
in services available. Lesser-known
brands range in quality from me
diocre to the best. They are· some
times said to be sold "on price"
while major brands are said to be
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sold "on reputation." However, the
private .brander is naturally in
terested in building a reputation.
In some instances these lesser
known private brands. are actually
owned and promoted by major
suppliers.

Bulk Sales: There is a category
of gasoline sales whose prices
hardly fit into the above-mentioned
structure or fabric of gasoline
prices at all. These are sales to
large-scale buyers such as bus
lines, truck fleets, . highway con
tractors, cab fleets, the .federal
government, states, cities, and so
on.. In the trade, these are gen
erally called "consumer sales," be
cause the buyers consume the gas
oline themselves; they do not re:
sell it.

Prices on such sales are. often
low - sometimes.. below those. to
jobbers or dealers. Some of the
reasons are obvious. These are
quantity sales.. Costs are low and
credit risks small. No advertising
or merchandising is required. And
they frequently are once-,in-a
while sales. There is sometimes a
further reason for. them - distress
surplus of product. This wilL be
discussed later.

The Living Price Structure:
Gasoline prices are even more
than a fabric, with flexibility and
stretch. The gasoline price· "struc
ture" is a living, changing thing,

to which thousands of men contrib
ute their thinking. As a result,
it is constantly responding to all
kinds of changes in such things as
business conditions, weather, traf
fic, and customers' habits and in
come.

II. Logistic and Other Problems

The daily forwarding of more
than 175 million gallons . of gaso
line from refineries by varied chan
nels to 211,000 service stations,
and from there to millions of cus
tomers, recalls what lexicographer
Dr. Samuel Johnson once said of
a woman preaching or of· a dog
walking on its hind legs : "The
wonder is not that it is done well,
but that it is done at alL" For it
is not enough merely to have the
supply lines. The gasoline must be
dispatched· to the right places, at
the right time, in the right· vol
ume, all the way from the refinery.

For such·· movement, suppliers
must prepare well in advance,
clear· back to· the refinery. In the
spring they must start increasing
gasoline output for the summer
months; but in the late summer
they must start cutting back on
gasoline to make more heating
oils available for the winter.

Suppliers, however, must· do
more than· merely try to have
enough gasoline for expected de
mand at the right outlets at the
right time. They must also be sure
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of being able to meet any unex
pected additional demand. In this
respect they are like fresh milk
suppliers, or power companies,
which must always have spare
capacity on hand. Conversely, if
they guess wrong and overproduce
at any given time, they may find
themselves with a troublesome ex
cess of products to get rid of.

All this requires careful ad
vance estimates of a host of di
verse influences on the gasoline
market. These include general busi
ness conditions and consumer buy
ing power; population trends;
changes in the public's highway
travel preferences; changes in con
sumption of oil products in compe
tition with other lures for the con
sumer dollar; and above all, the
weather. And these must be worked
down into the details within areas,
countries, and cities.

Mistakes Are Bound to Occur:
Suppliers will use anything from
a small market-forecasting depart
ment to a computer to figure this
all out. But with competitors in
all areas, of all sizes, all market
ing methods, and all competitive
moods, each supplier faces one
more large-scale question mark:
"How much of a market can we
hold, or gain, in the face of con
stantly changing competitive con
ditions ?"

Now let us sit in with a sup-

plier's marketing manager, and
see an unavoidable mistake about
to be made. He and his company
have just estimated that during
the following March, three months
away, they will be able to sell 5
per cent more gasoline in his area
than during the previous March.
He is making the arrangements
for movement of the proper
amount of gasoline to his termin
als and stations.

But when March arrives, it
rains and it snows. Motorists stay
home by the· thousands. When the
month is over, they have bought
5 per cent less of his company's
gasoline than in the previous
March. And to complicate his
problem - since it was cold, cus
tomers bought more heating oil
than he had anticipated. Thus, he
faced the headache of bringing in
additional quantities of that prod
uct even though his storage fa
cilities were already overburdened
with unneeded gasoline.

Weather is the most unforesee
able force that can bring about
market miscalculation. And it is
a constant hazard to the refiner
as well as to the marketer. The
refiner may count on a cold winter
and find by February that he has
made too much heating oil and not
enough gasoline. In the spring he
may count on a good driving sum
mer and find by August that he
has made too much gasoline.
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But other factors can also up
set the best-laid plans. An aggres
sive competitor may take away
business. Depressed prices' in an
adjacent area may drain away
gallonage. Or the local crop may
fail, or the local mills shut down.

What toDa with the, Surplus?:
Our unlucky supplier now has ex
cess gasoline. on his hands. What
shall he do about it?

He has three choices - basically
those available to all sellers in the
gasoline business when they find
themselves with extra gasoline.

He can:
1. store the excess gasoline;
2. dispose of it through regular

marketing channels; or
3. find a fast outlet.
Now let us consider his choices.

For this is essentially a typical
situation. It is a dramatization of
the general problems involved in
gasoline pricing.

The Costs of Storage: Let us
now suppose that our marketing
manager with excess gasoline on
hand decides to hold it in storage
until he can gradually work it off.

It isn't a very satisfactory
choice.

To begin with, gasoline storage
is expensive in relation to gaso
line's price, which essentially can
be kept low only by a timely .flow
to market. Stoppage in the move-

ment of gasoline immediately be
gins to cost. For storage costs
money.

But Jar more serious than the
storage cost is the back-up effect.
New 'product cannot be delivered
to terminals until there is room
for it. If storage space is short,
refinery output may have to be
cut back. The effect can be felt
clear back to' the oil field. If the
refiner is part of a crude...oil-pro
ducing company, then the com
pany's crude-oil output may have
to be cut. If the refiner gets his
crude from outside his own· com
pany, he .. may" run the risk of
losing some of his regular crude
oil sources.

So the flow of gasoline may be
compared to a river. If too much
comes down the river, then the
excess must be drained off into
reservoirs or it will break the
levee somewhere.

If, for instance, the refinery has
already scheduled full runs for
April, and now its outlet in our
marketing manager's area is re
duced by the carry-over stored
from March, it may be decided to
run full anyway. But where to sell
the extra? It will probably go
either into the "spot market," as
"distress gasoline," or be sold to
another refiner who has a market
for the product. The pressure is
now off our marketing manager--
but not off his company. No doubt
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the extra gasoline will show up
somewhere in the business, and
result in a downward pressure on
prices. But it probably won't show
up in his area.

Thus, time is forever·pressuring
the supplier.Not only is gasoline
costly to store,but the equipment
to produce and move it is expen
sive to keep idle. In some supply
demand situations he may have
to throw original cost estimates to
the wind and consider primarily
the cost of not selling promptly.

Disposing of Gasoline through
Regular Channels: Now let us sup
pose our marketer elects to take
the second way out of his gasoline
surplus - that is, to dispose of it
through regular trade channels.

Apart from marketing gim
micks ~ special promotions, flying
flags, prizes, and giveaways - there
is only one way to do this, and
that is to cut· the price.

Dnhappily, however, .one of the
most notable things about gaso
line is that demand is relatively
constant.

The gasoline market is not like
the market for television sets,
stereo recordings, fresh straw...
berries, or trips to Europe, where
a 50 per cent price cut can bring
in large .numbers of new,addi
tional customers - or induce exist
ing· customers to· increase their
buying substantially.

This is not to say that motorists
don't read price signs. Some are
highly price-conscious, look for
cut-rate stations, and· will con
verge on depressed price areas.

But in doing this, they do not
increase their total purchases.
They merely switch them from
one station, or area, to another.
They do not appreciably drive any
farther, nor burn any·· more gaso
line. Even the most drastic price
wars do not increase total mileage
in the affected areas.

This is called short-term Hin_
elastic demand" - demand that
does not stretch and expand with
lower prices.

It is quite different with gaso
line's long...term demand, over
years and decades. If the product
weren't so reasonably priced and
conveniently available, people
wouldn't take so many trips· nor
even buy so many cars - as the
European experience with
extremely high-taxed, and so
extremely high-priced gasoline has
shown.

But it is a fact, unhappily, that
a marketer's customers won't im~

mediately increase their driving
even when the price of gasoline is
cut sharply. So if the marketer
cuts his price, the only added sales
he can make are sales to his com
petitors' customers.

And his competitors know this
as well as he.
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They can match his price-- and
more than likely will· do so if they
suspect that his lowered tank
wagon price is merely an effort to
shrug off an overload of gasoline
at their expense. In fact, some of
them may· have made the same
miscalculation of demand and have
the same surplus problem.

So by trying the price route out
of his current inventory trouble,
our marketer may, in effect, do a
Samson and pull down the whole
area price structure around his
own ears.

Finding a Fast Outlet: For our
manager and his company, there
is a third and final choice of how
to dispose of the excess gasoline
caused by weather. It is to find· an
outside, nonregular market and
there to sell the gasoline for what
ever it will bring.

The most notable of such outlets
is sale on the .open market - to
brokers, "independent marketers,"
or other large buyers. Often such
sales are in hundreds of thousands
of gallons· and sometimes they are
made on sealed bids.

To turn to such a third selling
choice, our supplier must take a
deep breath and remind himself of
the disadvantages of the two other
courses.

As was mentioned earlier, such
sales are often at low prices. But
they are somewhat offset by com-

paratively low costs (due to quan
tity, credit, and other economies).

Sales under distress conditions
are usually at prices lower than
normal bulk sale prices. The basic
reasons for such often-profitless
sales have been implied above. The
supplier presumably has more
gasoline on .his hands than he
wants to try pushing into. regular
channels, or storing. He has been
"caught long." And as a result he
is, in his own interest and after
careful calculation, actingto avoid
what might possibly be avery
great loss under one of the· other
two alternatives.

II'. Loss Today; Profit (1) Tomorrow

In some circumstances, for good
and sufficient though .temporary
reasons, a .refiner .may be. willing
to produce and sell gasoline at
prices well below the most opti
mistic estimate of last-barrel· cost.

The start of this dismal story
may be when he finds he must
lower his price to a certain level in
order to hold his own against· com
petition, and his accountants tell
him that, at that price, "no matter
how we figure it," there will be
a loss on every barrel of output.

His natural first thought would
be to curtail production or even to
shut down.

But neither will save him much
money. His fixed costs will keep
on.
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So it may be more economical to
keep running and lose only a little
money every day, rather than to
slow down or shut down· and lose
even ntore money everyday.

Besides, our refiner wouldn't
want to add to his other· troubles
the substantial costs of refinery
shut-down and start-up, nor the
disruptions of laying off labor,
dropping crude-oil "connections"
(sources of crude oil), and cutting
off regular jobbers and dealers.

So he keeps refining, selling for
whatever he can get, and hoping
that the market may soon recover.

A marketer can find himself in
a situation analogous to that of our
refiner. He can find himself in
a depressed market that he feels
is only temporarily so. Assuming
things will get better and knowing
that he may lose his established
marketing position if he closes up,
he keeps operating in the· area
even though it may mean months
without profit.

There is at least one other cir
cumstance in which a gasoline re
finer or marketer may for a time
sell at a profitless price or even,
where it is legal, at a price below
the lowest possible· estimate of his
particular costs.

The circumstance might occur
when he tries to break into a
new market that to him looks lu
crative for the future. As a new
entrant in the market his costs are

probably high for· he lacks the lo
cal facilities necessary for efficient
operation; yet he sets his price
low· to ,attract customers. He may
figure that he will have to forego
profits for a time, in the hope of
getting established .and making
money later. Some economists
would regard such losses as an in
vestment.

UPredatory" Pricing: One form
of taking business losses for fu
ture profit is only a historical
memory: selling below. cost in a
particular area in the specific hope
of ruining a weak or small com
petitor and then taking over his
business and his customers. This,
called a upredatory practice," was
fairly common in the old days
when the oil business was young
and uncrowded. It is illegal now,
but even if it were not, there
would be very little chance in the
gasoline business of so calling
one's competitive shots today. In
any market there are too many
eager competitors, major and
minor, branded and unbranded
all ready to fight to preserve their
own positions, and ready, too, to
move into any market vacuum
created by the demise of one in
their ranks. Today, anybody in
the gasoline business foolhardy
enough to wage a predatory cam
paign would find its successful
completion no simple matter.
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In this age of gasoline market
ing, a firm's moving into a new
area does not forebode less com
petition. It means more of it.

The Profit Is the Pay-off:
Whether sellers taking a loss on a
sale do so to avoid a greater loss,
or to gain a future profit, it is a
sometimes forgotten truism that
profit is inevitably the ultimate
motive.

While in the short run price
must both meet competition and
move the goods, in the long run
it must more than cover costs. It
is a certainty that no one can
afford to handle gasoline in any
branch of the business at a loss,
knowingly and continuously.

In sound, profit-seeking busi
ness practice, every type of sale
and every offering price must jus
tify itself either by contributing
to a profit, immediate or eventual,
or by minimizing a loss.

IV. Some Premises of Gasoline Priclng

The value of a bulky commodity
like gasoline varies "all over the
place." Gasoline of the same spec
ifications may be worth so much
today, more tomorrow, and less
the next day; so much here, and
more there, or vice versa. Gasoline
is not like diamonds or gold, the
value of which varies little from
San Francisco to London or from
this year to next year. Its value

is more like the value of such
bulky staples as firewood, which
may cost $20 a cord in New Eng
land near the woods, and·50 cents
a stick in New York City. Per
haps the best analogy is with
water - worth less than nothing
in flood, but worth a great deal in
the desert.

The Flexibility of Gasoline
Prices: Due to the almost infinite
variety of circumstances in which
gasoline finds itself from market
to market and from time to time,
it is hard to figure any fixed form
ulas for pricing it.

Yet there is always the impera
tive profit-seeking command that
prices must be arrived at that will
move the goods most economically
to wherever they are most wanted
a t the moment.

Gasoline prices are never in
equilibrium with all the supply
and-demand forces that affect
them. They are chronically in need
of adjustment. Pricing decisions
must be made without delay. These
decisions may be wrong half the
time. (If they are wrong too often
the maker leaves the scene.) But
they have to be made by those
closest to the circumstances. To
learn everything about the hows
and whys of gasoline pricing at
any particular moment, you would
have to talk with about everybody
in the business. I
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The Art of Guessing Right
Prices: The quoting or bidding of
gasoline prices cannot be a science.
It has to bea day-to-day art
a matter of trial-and-error de
pendent basically on judgment.
The factors that go into the pric
ing of gasoline will always be hard
to figure. Prices are always ex
perimental.

On the supply side, the seller
must figure on costs that are argu
able to start with and that may
vary inversely with a volume that
is unpredictable. And on the de
mand side, he faces changing
weather, business conditions, and

competition. Overall estimates of
national consumption can tell him
lamentably little about the next
few months in· City X, County Y,
or State Z.

The gasoline marketer has no
slide rule to tell him how far, in
a good market, he can afford to
expand; nor how far, in a poor
market, he can figure to keep sell
ing at a loss to avoid a greater
loss.

This is what has given the busi
nef?s, through its price system, its
remarkable flexibility, pliability,
challenge, and life. ~

Borrower

SPEAKING of his early experiences as a borrower, John D.
Rockefeller once said: "In the early days there was often much
discussion as to what should be paid for the use of money.
Many people protested that the rate of 10 per cent was out
rageous, and none but a wicked man would exact such a charge.
I was accustomed to argue that money was worth what it would
bring - no one. would pay 10 per cent, or 5 per cent, or 3 per
cent, unless the borrower believed that at this rate it was
profitable to employ it. As I was always the borrower at that
tirrle I certainly did not argue for paying more than was
necessary."

Wasn't old John D. about right?
The best and quickest cure for high prices is high prices, and

by the same token, the best cure for low prices is low prices.
If there is a shortage of anything, the quickest way to get

more of it produced is to let the producers take a good profit.
This will encourage competition and the price will soon fall,
along with the margin of profit.

From The William Feather Magazine, November, 1965



A REVIEWER1S NOTEBOOK JOHN CHAMBERLAIN

Governmental Griel'ance Procedures

WHEN Bertrand Russell was a
younger and more philosophical
philosopher than he has since be
come, he asked a Chinese peasant
woman why she was so careful
to avoid state officials. The wom
an's answer was that "govern
ment is more terrible than tigers."

We still can't believe that gov
ernment might .become tigerish
in America, where the Madisonian
tradition of checks and balances
lives on. And so, while govern
mental behemoths take on more
and more responsibilities for the
young, the sick, the aged, the
slum dwellers, the farmers, the
unemployed, the inhabitants of
depressed areas, et cetera, et
cetera, men hopefully rack their
brains in the effort to make all
the new interferences bearable by
adapting the check-and-balance
system to new situations. The
idea of "review boards" spreads;
a Nassau County executive on
Long Island in New York State
(Eugene Nickerson) appoints an

Ombudsman (the word is Swed
ish) to investigate citizens' com
plaints against public officials;
and committees of Congress keep
up a steady running fire of in
vestigations. And still the criti
cism swells; government, if not
more terrible than tigers, seems
to provoke an adversary for every
advocate.

To document the situation, Pro
fessor Walter Gellhorn of the
Columbia Law School has written
a small book called When A meri
cans Cornplain: Govern'mental
Grievance Procedures (Harvard,
$3.95). My trouble with reading
the book is that I kept bristling
all through its 232 pages' at the
author's assumption that the
march of government to a million
and-one social service goals can
not be halted.

"Organized power," says Gell
horn, "makes the wheels of life
go round, makes modernity feas
ible. Restraint and coercion can
destroy citizens' freedoms, but can

185
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also enlarge them - as they do
when government acts affirma
tively to protect physical well-be
ing, to maintain social services
that diminish life's pains and
pressures, to ensure against the
devastations of unemployment, ill
ness, and old age, to provide ed
ucational facilities and cultural
amenities."

The entirely valid complaint
that, when a government tries to
become "affirmative" about prac
tically everything, it must end by
provoking a universal destruction
of values (with the currency be
ing one of the important things
to go), is not the sort of griev
ance that Professor Gellhorn has
in mind. He assumes that we
must have an ever-increasing
tribe of public servants, and that
voluntary organizations aren't
capable of supplying enough hos
pitals, or art centers, or medical
insurance, to take care of our
needs. But it is probably churlish
to mention the matter of Profes
sor Gellhorn's basic political phi
losophy, for it arp.ounts tocriti
cizing him for not having written
an entirely different book.

For the Salce 01 Argument

Granting for the sake of argu
ment the assumption that "mo
dernity" is only "feasible" with
a vast multiplication of govern
ment-directed energy, Professor

Gellhorn makes out a good case
for developing "external" .critics
of public administration. When
citizens complain, the complaints
all too often wind up on the desks
of those wbo are being complained
against. L.egislatures try to de
fine the exact scope of adminis
trative agencies, but it is impos
sible to detail in advance the ap
plication of law. Moreover, by fol
lowing the absolute letter of the
law, an obnoxious public servant
can sometimes defeat the inten
tion of it. Complaints can get
lost in a run-around, and appeals
outside the system to the courts
can take forever and cost entirely
too much.

Since it is impossible to get
administrators to give adequate
satisfaction in meeting criticis~s

of malfeasance and misfeasance
in their own agencies, the Amer
ican people have tended to treat
their legislative representatives as
their defenders against bureau
cratic wrong-doing. Professor
Gellhorn says that it is a good
guess that well over 200,000 com
plaints about administration reach
Congressional offices· in the course
of a year. Since congressmen are
convinced that the way to win
elections is to handle grievances
themselves, they and their staffs
get involved in never-ending case
work. Very often the complaining
citizen establishes his point. But
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tiny victories rarely lead to ge
neric improvement over a broad
front. The patterns of adminis
trative policies or behavior do
not change. Constituents' cases
are disposed of episodically in
individual congressmen's offices
and, since neither the Congress
as a whole nor its standing com
mittees are aware of what has
happened, nothing is done to keep
it from happening all over again
with different principals being in
volved.

AI/Citizen's Protectorl/

Professor Gellhorn is enamoured
of the Scandinavian concept of
the Ombudsman. In Sweden, N01"

way, Denmark, Finland, and New
Zealand, the idea of a "citizen's
protector" has taken firm root. It
is even being tried in Japan and
in the Soviet Union. But no single
"citizen's protector" could pos
sibly take 200,000 cases off the
hands of 536 congressmen.

Admitting the difficulties which
derive from the size and com
plexity of the United States, Pro
fessor Gellhorn sees great merit
in the national adaptation of the
ombudsman system that has been
proposed by Representative Henry
S. Reuss of Wisconsin. What Reuss
suggests is that an "Administra
tive Counsel of the Congress" be
appointed by the Speaker of the
House and the President pro tem-

pore of the Senate to review citi
zens' complaint cases. The Ad
nlinistrative Counsel would un
dertake revie\vsonly when mem
bers of Congress requested them.
And the outcome of each case
would be reported to the consti
tuentby the congressman him
self. Thus Senators and Represen
tatives would continue to get
creditfor casework. But the work
load on Congressional offices would
be reduced, and there would be a
better overall focus on defects in
statutes or administrative meth
ods that generated the complaints
in the first place.

Police Review Board

In U. S. county and municipal
areas the idea of single ombuds
men, or citizens' protectors, might
be counted on to succeed. But an
ombudsman must be impartial as
between complainants and city or
county officials. When New York
City made a partial gesture to
wards accepting the ombudsman
idea by setting up a civilian police
review board, the police felt they
were being singled out among
public servants for·discrimination.
Gossip soon had it that they were
dragging their heels. The taxi
drivers began saying that police
in Harlem or in the Bedford
Stuyvesant section of Brooklyn
tended to look the other way when
help was needed to deal with un-
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ruly cab fares. The police, so the
taximen insisted, wanted to stay
out of trouble lest the citizens' re
view board might second-guess
them.

Professor ·Gellhorn steps rather
gingerly around the subject of the
citizens' review board as it is
limited to the performance of
single bureaus. But it would seem
obvious that if New York City
had had an Ombudsman to listen
to any and all complaints about
any office or department from that
of the Mayor on down, the police
would have accepted surveillance

from him without murmur. And
the taxicab drivers might have
gone to the Ombudsman instead
of cynically· talking to themselves.

Professor Gellhorn'sprose suf
fers from the constant staccato
interruption of innumerable and
frequently turgid footnotes. Of
course, the reader is free to skip
them, but some of them are essen
tial to the unfolding of the argu
ment. The· book would. have been
a better artistic unit if the neces
sary material had been incorpo
rated into the text and the rest
segregated in an appendix. ~

The Greatest Evil

I like bats much better than bureaucrats. I live in the Mana

gerial Age, in a world of "Admin." The greatest evil is not now

done in those sordid "dens of crime" that Dickens loved to paint.

It is not done even in concentration camps and labour camps. In

those we see its final result. But it is conceived and ordered

(moved, seconded, carried, and minuted) in clean, carpeted,

warmed, and well-lighted offices, by quiet men with white collars

and cut fingernails and smooth-shaven cheeks who do not need

to raise their voice. Hence, naturally enough, my symbol for Hell

is something like the bureaucracy of a police state or the offices

of a thoroughly nasty business concern.
c. S. LEW IS, The Screwtape Letters
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~ CAPITALISM: THE UNKNOWN
IDEAL by Ayn .Rand with Alan

Greenspan, economist; Nathaniel
Branden, psychologist;· and· Robert

Hessen, economic' historian. (New

York; New American Library,

1966, 309 pp., $6.50)

Rev,iewed by Elizabeth Gillett

IN HER NOVELS as well as in two re
cent nonfiction books, Miss Rand
has slashed through many cher
ished cliches with radical new ideas.
Here, she and her fellow authors
focus on the phenomenon that be
sets both antagonists and support
ers of capitalism, including busi
nessmen: the fact that almost no
one understands it. This book dev
astates the anticapitalists and
forcefully expands the arsenal of
pro-free-enterprisers by consis
tent, sophisticated deployment of
novel idea weapons - especially the
concept of laissez-faire.

Many of capitalism's professed
defenders have partly or fully
swallowed the smear spread by its
avowed enemies: that capitalism
absolutely requires governmental
regulation to assure any measure
of justice to all concerned-and the
more controls the better.

Miss Rand and company show

what a perversion of basic facts
this widely held estimate is. They
argue further that only laissez
faire capitalism, with state' and
economics totally separated, can
naturally assure the greatest pos
sible justice by providing an ob
jective standard in a free market,
determined by the voluntary
choices of participants from
among goods and services pro
duced for profit to meet people's
needs and desires. Force and fraud
do get punished - when they oc
cur; they are not pa~atioically an
ticipated by imposed regulations.

The book covers many crucial
economic and governmental insti
tutions, myths, and labels. Among
these, in that order, are: antitrust
laws, regulatory agencies, foreign
aid, patents and copyrights, and
the gold standard; the alleged in
evitability of monopolies and de
pressions and the presumed accom
plishments of labor unions and
public schools; "self~determina

tion," "extremism," "consensus,"
and "conservatism."

Especially memorable, besides
"The Nature of Government" and
"The Roots of War," both of which
appeared in THE FREEMAN, is Miss
Rand's "Notes on the History of
American Free Enterprise." In it
she argues that the villains of
transcontinental railroads were
power-hungry legislators and their
greedy parasites, not independent
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entrepreneurs. The old leftist bro
mide about how cruelly women and
children were exploited under
early capitalism is exploded in an
essay. by Robert Hessen.

The two final essays make an
impressive climax. Miss Rand's
"The Cashing In: The Student Re
bellion" identifies· the Berkeley
riots, point by point, as a cultural
abscess fed by several fallacious
trends calculated to distort or dis
credit free enterprise. Nathaniel
Branden's piece on "Alienation"
brilliantly traces the psychological
premises that must operate in a
collectivist's mind.

At the core of the book's theme
rest the Objectivist views of man
and morality. Among their revolu
tionary aspects· are: reason as an
absolute, an objective standard of
value, and the rejection of altru
ism for rational self-interest.

The book also offers a precise
index of topics, individuals, and
publications, and a "Recommended
Bibliography" of many works that
contain relevant material.

Readers mayor may not agree
with all the book's basic premises.
Yet anyone who believes he favors
capitalism owes himself the ex
perience of becoming acquainted
with the unique arguments pre
sented in Capitalism: The Un
known Ideal. Whether or not he
accepts them all, he will come away
better armed than ever before.

~ THE CHRISTIAN ALTERNA
TIVE TO SOCIALISM by. Irving
E. Howard, (Arlington, Virginia :

Better Books, 1966. 153 pp., $2.50)

Reviewed by Nor1nan S. Rea'm

THERE ARE TWO separate but
related arguments supporting a
free enterprise, limited govern
ment economic system. One· is the
pragmatic argument; the other
the moral argument. Both arrive
at the same conclusion. Consider
ing the ends which the majority
of men have considered most wor
thy, capitalism is always in the
long run more effective than so
cialism.

The present volume by the well
qualified assistant editor of Chris
tian Economics presents the moral
argument from a strictly Chris
tian point of view. "It is not by
accident that communism assumes
an atheistic view of the universe
and a materialistic view of man.
It is no accident that the Ameri
can system grew out of a strong
faith in God and a spiritual view
of the nature of man."

Christianity insists on certain
basic moral principles. Each indi
vidual is of supreme worth. Every
normal man has and ought to have
freedom of the will. Every man
has a responsibility to help his
less fortunate neighbor. The use
of force and violence by one man
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against another is immoral. Steal
ing is wrong. ,

Irving Howard documents the
socialist's denial of each of these
moral principles. In reality, the
socialist scorns the common man
and talks only about "lower class
es." He denies that man, using
his free will, can make wise de
cisions, and therefore the socialist
planners must make decisions for
him. If men will not do voluntarily
what the planners think wise, then
they must be forced to do so even
though this means the plunder of
private property in the form of
taxes and the coerced redistribu
tion of wealth. Socialism thus be
comes the complete antithesis of
Christianity.

The author defends the idea of
"Christian economics" by insist
ing that what one believes deter
mines how he acts, and only the
fundamental principles of Chris
tianity can give an adequate moral
foundation to capitalism, while
they invalidate the fundamental
principles of socialism. Such fac
tors as land, labor, money, and
government are all discussed from
this basic point of view.

Running through the whole book
is a strong passion for freedom
coupled with a strongly orthodox
religious philosophy. "Freedom is
not primarily a political concern,
it is a religious one. Freedom is a
quality of life that has its· roots

in the worship of God, a worship
which produces a man with a high
sense of moral responsibility, who
does not need external restraints
and who will, therefore, make a
society in which external re
straints are reduced to a minimum
and freedom enlarged to a maxi
mum." ~

~ OUR WESTERN HERITAGE
and THE SCRIPTURAL STAND
ARD IN ECONOMICS AND
GOVERNMENT. Both by Edward
P. Coleson, Ph.D. (Privately printed
and available from the author,
Spring Arbor College, Spring Ar
bor, Michigan, 49283. $1.25 each,
postpaid)

Reviewed by George Charles
Roche III

As A COLLEGE TEACHER of history
and philosophy, this reviewer re
peatedly found himself confronted
with a problem which many teach
ers of "Western Civilization"
courses have faced: most of the in
troductory texts and readings
available for undergraduate survey
courses in the heritage of Western
Man fail to present a complete and
meaningful picture of their sub
ject. The Judeo-Christian roots of
our· past, founded upon faith in
God, belief in an objective stand
ard of right and wrong, and an af
firmation of the dignity of the in
dividual, often are submerged in a
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sea of "modern" cultural relativ
ism, behaviorism, moral subjectiv
ism, and· the rest of the ideology
which dominates the textbooks of
our superscientistic age.

Professor Coleson's books are en
couragingly different. Clearly and
simply written, well-documented,
and containing a helpful list of
suggested readings, these paper
back volumes offer, within the com
pass of approximately 200 pages
each, a straightforward and sound
introduction to many aspects of the
religious, historic, and moral heri
tage of Western Man. Throughout,

the author relates that heritage to
the problems we face today and
lays a foundation for the reader to
do some fundamental thinking of
his own in· contemporary economic,
political, and ethical questions.

Either or both books would make
a genuine addition to many courses.
in introductory "social science" on
the college level. They would be· es
pecially valuable as supplementary
readingsfor courses already estab
lished, but would also make good
reading for anyone interested in
the restoration of the values of
Western Civilization. ~
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