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YALE BROZEN

Practically every individual has some advantage over all others because be
possesses unique information of which beneficial use might be made, but of
which use can be made only if the decisions depending on it are left to him or
are made with his active cooperation.

F.A.HAYEK

MARK:f:TS do an unbelievably de
tailed and effective job of utilizing
information drawn from millions
of individuals. They digest the in
formation, signal the appropriate
action to be taken in utilizing the
available economic resources, and
motivate individuals in the most
remote corners of the world to
take the necessary action. 1 Mar
kets are also the most democratic
institution operating in the world

1 Friedrich A. Hayek, "The Use of
Knowledge in Society," American Eco
nomic Review, September, 1945; reprinted
in Individualism and Economic Order,
(Chicago: University of Chicago Press,
1948) .

today. They mInImize tyranny,
maximize opportunity, and elimi
nate special privilege.2 And free
markets are the most efficient
means for accomplishing both of
these objectives.

In contrast, the attempts of a
f e1V men using the power of the
state to order economic affairs have

2 Harold Demsetz, "Minorities in the
Market Place," North Carolina Law Re
view, February, 1965; Milton Friedman,
Capitalism and Freedom (Chicago: Uni
versity of Chicago Press, 1962), Chap.
VII.

Dr. Brozen is Professor of Business Economics,
Graduate School of Business, University of
Chicago. This article is a condensation of his
address to the trustees and guests of the Foun
dation for Economic Education, May 15, 1967.
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produced ludicrous spectacles of
misallocated resources manifested
in forms such as monuments mas
querading as steel mills and power
dams which frequently do as little
for their economies as the great
pyramids of Egypt. The attempts
of men to rule economic affairs
have been accompanied by or re
sulted in the most despicable
tyrannies in which "terror, sadis
tic cruelty, and constant insecurity
have been the lot of all save a
privileged few."3

Rather than dealing with these
propositions at a general level- a
task which has already been effec
ti vely performed by Mises,
Knight, Hayek, Jewkes, Wright,
and others in recent years as well
as by eminent predecessors-this
paper analyzes specific instances
of the operation of the invisible
hand. These are drawn primarily
from American experience, al
though it should be kept in mind
that other economies provide
striking examples, some of which
I will mention. Even the Union of
Soviet Socialist Republics, once
the great enemy of market meth
ods, is rediscovering the efficiency
of markets as contrasted to the
inefficiency of men in guiding
economic activity. Determining
the appropriate goods to produce

3John Jewkes, Ordeal by Planning
(New York: The Macmillan Company,
1948) .

and the appropriate technology to
apply in production and motivat
ing the efficient production of the
most efficacious goods is too com
plicated a task for central plan
ning. The days of central deter
mination of production quotas, of
technology, and of pay and profit
rates are beginning to fade in
Russia because of the cumber
someness and the ludicrous ineffi
ciency of that system of coordinat
ing economic activity.

The Russian attempts to moti
vate high productivity and output
by rewarding output in excess of
a quota of X pounds of nails, for
example, led to a large output of
spikes and roofless houses for
want of shingle nails. A shift to a
quota of Y number of nails re
sulted in a great output of tacks
and loose rails for lack of railroad
spikes. Also, the fiction produced
as accounting records in order to
earn bonuses became an open scan
dal.

Market Coordination to Meet

Unpredictable Needs

In this country, the extraordi
nary capacity of the invisible hand
to coordinate economic activity,
particularly where the coordina
tion must occur in a complex and
unpredictable situation, is implic
itly recognized in some of our
regulatory legislation.' The trans
portation of agricultural commodi-
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ties by truck is exempt from regu
lation. Only the free market pro~

vides the service required at· the
times needed at minimum cost.4

For this reason, agricultural inter
ests insist that their shipments by
truck be exempt from regulation.
They learned from their .nine
teenth century success in putting
railroads under regulation that
service is worsened and rates in
creased by such controls.5

The regulated set of enterprises
operating in agricultural transpor
tation demonstrate by their be
havior what enormous losses of
produce would occur and what
costs would be incurred if all agri
cultural commodity haulage were
centrally controlled or regulated.
Shortages of grain cars and the
resultant necessity to store grain
in the open with the consequent
spoilage are a recurring phenom
enon. This is a result of the regu
lation of railroads - a phenomenon

4 The contrast between the costs of
transportation under regulation and that
in a free market is shown to be very
marked indeed in an analysis of experi
ence under the two sets of conditions by
Stewart Joy, "Unregulated Road Haul
age: The Australian Experience," Ox
ford Economic Papers, July, 1964.

5 George W. Hilton, "Barriers to Com
petitive Ratemaking," I. C. C. Practi
tioners Journal, June, 1962; Paul W.
MacAvoy, The Economic Effects of Reg
ulation: The Trunk-Line Railroad Cartels
and the Interstate Commerce Commission
Before 1900 (Cambridge: The M. I. T.
Press, 1965).

which would not occur in the ab
sence of regulation.

It is fortunate that truck move
ments of agricultural commodities
are exempt from regulation.
Otherwise, we would find ourselves
in the Brazilian situation where
one-third of the crops produced in
the interior rot for lack of expedi
tious and adequate transporta
tion.6

Expediting the Harvest

A crisis in the wheat harvesting
season in 1952 illustrates how open
markets can meet even very short
term emergency situations. The
market did a job at that time
which could never have been han
dled by central planning or by reg
ulation as expeditiously or as ef
ficiently.

Unusual weather in late May
and early June ripened almost all
of the 15 million acres of Kansas
wheat simultaneously by the mid
dle of June. Usually, wheat ripens
about the middle of June in south
central Kansas. The custom cut
ting crews with their combines be
gin harvesting there and move
toward west and north Kansas in
July, finishing in the northern
and western areas in August and
September.

6 J. K. Dunn, "Grain Storage Needs in
Brazil," Brazilian Technical Studies
(Washington: Institute of Inter-Ameri
can Affairs, 1955), p. 395.
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With almost all of Kansas ready
to be harvested by June 16, in
1952, it appeared that only a few
farmers would be able to get their
wheat in before losing their crop
to hailstorms, fire, wind, and other
causes. "At this point, the pull of
the price mechanism came into ac
tion, as the services of available
machines were snapped up at rates
of four to five dollars an acre (as
compared to the usual three dollars
an acre). Across the prairies the
long distance telephones were
busy; . . . spot radio announce
ments of 'combines urgently need
ed in Kansas' . . . at generous
prices [were sponsored] .

"Unsold combines disappeared
from dealers' lots all the way to
Canada; and from Texas to the
Dakotas farmer-operators dropped
their farm work, loaded their ma
chines, and set out for Kansas.
Added to the solid core of some
3,500 full-time professionals . . .
came almost 5,000 extra outfits
eager to dig their cutter bars into
wheat at four and five dollars per
acre. They came just in time and
in just ample quantity. Almost no
machines were to be seen waiting
for jobs, yet in almost every field
there was at least one big combine
knifing its dusty way through the
wheat."7

7 C. M. Williams, "Enterprise on the
Prairies," Harvard Business Review,
March-April, 1953.

The market mobilized equipment
and manpower from the far corn
ers of the country in an amazingly
short time to meet the emergency.
It mobilized those pieces of equip
ment and that manpower which
occasioned the least sacrifice of
alternative product. It avoided or
dering equipment and manpower
into the crisis area which would
have entailed unduly large costs
and sacrifices. Could any central
planning bureau do nearly as well ?
Could any set of regulations of
price or usage have done anything
but reduce the expeditiousness and
efficiency with which the job was
done?

The story of India's attempt to
improve agricultural practices il
lustrates the point by an opposite
experience. In 1959, agricultural
agents were sent out by the gov
ernment to persuade farmers to
adopt new practices to improve
their yields. The agents did an
outstanding job of persuading
farmers to prepare their fields for
the use of new seed varieties and
for the application of fertilizers.
Unfortunately, the seed did not ar
rive on time and the fertilizer
was delivered to the wrong places.
Fields went unplanted with con
siderable damage to peasant in
come and the Indian food supply.

A complaint made during the
late April 1965 floods along the
Mississippi in Illinois illustrates
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the power of the market to direct
activity to meet crisis situations.
The city engineer of Rock Island
complained that sand bags were
being trucked into the area threat
ened by flooding and offered at
15¢ per bag. He felt that such prof
iteering should not be permitted
since the price before the flood
threat occurred was 12¢ per bag.
One may wonder how he would
have felt if no one had anticipated
the great demand for sand bags
or been motivated to truck them
in. How would he have protected
the property for which he was re
sponsible if no sand bags had been
supplied? He had not prepared for
the emergency by accumulating an
inventory of bags, but the market
remedied his lack of foresight.

While impersonal markets suc
ceed in coordinating activity even
to meet short term, unpredictable
emergencies, central planning by
men often fails to meet predict
able, longer term needs. The In
dian situation cited above is one
illustration. Another is that de
scribed in an April 28, 1965 D.P.!.
story from Moscow based on in
formation in Pravda. The news
paper lamented that several 16
story apartment houses in subur-

_ ban Moscow were finished, but no
body could move in. No elevators!
The situation was not unique to
Moscow. Pravda said that "in
many cities of the cou~try tall

buildings are being put up and
everywhere there is a shortage of
elevators."

Market Coordination in Changing
Circumstances

However, let us turn to the co
ordinating and directing power of
impersonal markets in a situation
which is not a short-term harvest
crisis or flood threat. Let us take
the somewhat longer period from
1939 to 1946 when the American
economy was dominated by the
necessity of mobilizing for war
and demobilizing on the return of
peace. One group of industries was
completely dominated by this set
of circumstances. The munitions
industries (as segregated by the
Census of Manufacturers and the
Bureau of Internal Revenue)
doubled its capital in 1940, again
in 1941, and in 1942 quadrupled
its capital. In 1939, assets in the
munitions industries were $0.6
billion; in 1943, they amounted to
$13.4 billion. The subsequent de
cline was equally abrupt; within
three years the capital of the mu
nitions industries had fallen to $2.4
billion.

The magnificent response of the
munitions industries to war de
mands and their subsequent rapid
adjustment to the decline in de
mand was a result of the effective
ness of the profit incentive. Some
may think that the directives of
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the War Production Board pro
duced this result. These people
should talk to the men who staffed
the War Production Board. The
WPB found that the stick could
slow production and asset forma
tion in some lines of production,
but the carrot had to be dangled to
obtain increased production. The
actual profit record-the incentives
which produced this result - is
shown in the table below.

Average Rate of Return
Year All Industries Munitions
1941 8.56% 11.67%
1942 7.30 12.12
1943 7.30 9.65
1944 6.59 6.18
1945 5.43 4.39
1946 8.13 -2.65

Source: G. Stigler, Capital and Rate of Re
turn in Manufacturing Industries, (Prince
ton University Press for the National Bu
reau of Economic Research, 1963), p. 36.
Rates of return in the munitions industries
are on midyear assets except 1946.

As long as the rate of return in
munitions exceeded that in all in
dustries, the assets of the muni
tions industries increased without
detailed direction from the men in
Washington. After 1943, when the
rate of return in munitions fell be
low that in all industries, assets
employed in these industries de
creased.

Following World War II, the
American economy shifted from
war to peace with relatively great-

er ease than the European econo
mies, despite the lack of direction
from governmental authorities.
England and other countries which
used government boards to redi
rect resources, and price controls
and rationing to prevent chaotic
consumer markets, had much
greater difficulties (aside from
those caused by war damage).
Areas in which governmental con
trols in the United States were
continued, such as housing, suf
fered from the same difficulties
common in Europe.

Wartime and Postwar Adjustments

Noone told the managers of
U.S. enterprises which products
they should produce. How, then,
did we avoid the calamity of too
many firms rushing into some in
dustries and not enough into others
in the shift from war to peace
production? The market mech
anism, profit, and other income
incentives did for us the job which
state planners attempted to do in
other countries. Where products
were in short supply relative to
demand, prices went up, profits
were attractive, and capacity was
built or shifted to meet needs.
Where products were available in
relatively more than adequate
quantities, prices dropped, profits
declined or turned into losses, and
labor and other capacity were re
leased to alternative uses.
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Differences among rates of re
turn on capital not only attracted
capital from the low-return to the
high-return industries; they also
attracted labor. High-return in
dustries attracting capital bid for
labor to operate the additional cap
ital equipment. Low-return in
dustries, producing goods for
which consumers were not willing
to pay much, could not afford to
meet the bids of the industries
producing the preferred goods.

The more rapidly expanding
manufacturing industries grew by
producing goods relatively more
attractive to consumers in design
and price. By improving design,
raising productivity, and cutting
price they made themselves prof
itable to both their suppliers of
capital and to their labor force.
The more profitable industries
were also high-wage industries.
The four highest-return industries
paid wages exceeding $5,000 an
nually (1957). They were bidding
labor as well as capital away from
the industries producing less pref
erable goods. The four lowest-re
turn industries paid wages under
$4,000 annually and were losing
labor to the high-wage industries.

In a few industries, men rather
than markets set wage rates. In
these industries, job opportunities
were restricted by the overpricing
of labor. Coal-mining was a prime
example of undue increases in

wage rates with a consequent loss
of jobs and movement of people
out of high productivity work into
low productivity occupations, the
reverse of the movement which
occurs in free markets. In the mid
forties, coal wage rates were 18
per cent above factory rates and
380,000 men were employed. By
1960, wage rates had been pushed
to 40 per cent above now higher
factory rates, job opportunities
decreased to 170,000, and we be
came concerned about unemploy
ment in Appalachia.

Regional Adaptation

Higher incomes in free markets
act as an incentive to owners of
resources (labor and capital) to
move their resources not only to
the industries where they produce
the most desirable products, but
also to the regions where they will
be most productive. As we can see
in the accompanying table, per
capita income in Southeast United
States in 1929 was only 52 per
cent of the national average. Evi
dently, people in this region were
only about half as productive as
the average U.S. resident. This
was partly because of lack of capi
tal for each industrial or other
worker, partly because of regional
handicaps such as poor markets
and transportation, and partly be
cause of lower levels of skill. On
the other hand, Mideast U.S. per
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The average u. s. per capita income, in terms of
1966 prices, was $1,370 in 1929 and $2,950 in
1966. Source: Survey of Current Business, April,
1967.

capita income was 138 per cent of
the national average. Evidently,
there were very productive uses
for labor in this area.

A Voluntary Response
The voluntary movement which

has occurred out of the Southeast
U.S. and into regions such as the
Far VVest may be contrasted with
the involuntary movements forced
upon people by the men operating
the Resettlement Administration
in the 1930's. An illustrative story
is the experience of a. group of
Ozark tenant farmers. Their
farms were bought by the Reset
tlement Administration. They
were told the farms would no long
er be rented to them. The Reset
tlement Administration was intent
on moving people from low pro
ductivity areas where they pro
duce little income to high produc
tivity areas where they could pro
duce higher incomes. The Ozark
tenant farmers were in effect
forced to move from the farms in
Southern Missouri which provided
them with little income to farms
in Northern Missouri which pro
vided much better incomes.

VVithin a few years, however,
most of the people involved had
drifted back to Southern Missouri.
VVhen asked why they preferred
poverty in the Ozarks to better
living in Northern Missouri, the
replies summed up to, "VVe missed
the coon hunting and the hills."

The voluntary movement which
has taken place in response to
market incentives has been of
self-selected persons. The p~ople

1966
113
115
110
109
91
96
85
77

1929
138
129
125
114
85
81
67
52

Regional Per Capita Personal Income
(as Percentage of U. S. Average)

Relative
Change

-18%
-11%
-12%
- 4%
+ 7%
+18%
+27%
+48%

Region

Midwest
Far West
New England
Great Lakes
Rocky Mountain
Plains
Southwest
Southeast

VVorkers migrated from the
Southeast to the areas where their
labor could be used more produc
tively. This movement left fewer
workers on the land. The increase
in land per farm worker raised
productivity. Capital migrated in
to Southeast U.S. and made its
contribution to increased produc
tivity. Proportionately, more in
vestment was made in the South
east than elsewhere since labor
could be bid away from the infe
rior alternative uses at lower costs.
As a consequence, per capita in
come in the Southeast rose to 77
per cent of the national average
by 1966 in spite of a great rise
in the national average which oc
curred simultaneously.
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who chose to move were those to
whom higher income was more im
portant than "coon hunting and
the hills." Those who preferred
their current surroundings did not
have to move and did not. Yet,
they did not lose by staying be
hind. Those who moved left be
hind capital and land which in
creased the resources per man of
the stay-at-homes. This increased
the income of the stay-at-homes.

The voluntary process of reset
tlement works better than the cen
trally directed, involuntary proc
ess. It selects, by self-selection,
those people to whom the sacrifices
or costs entailed by movement are
minimal and to whom the gains
are relatively more important. Us
ually, those who voluntarily move
are those who can make relatively
greater net gains. The voluntary
response to the incentives of the
open market does more to raise
average productivity than man
aged moves of nonvolunteers ad
ministered by a government
bureau.

The TVA Experience

The events I have described
above should warn us to go slowly
in enacting special aid and sub
sidy measures for low-income
areas in the United States, as has
already been done to some extent
and more of which are being pro
posed as part of the Great Society

program. If these measures take
the form of subsidizing people to
stay put, the incentive to transfer
resources to superior uses is re
moved. As a result, per capita in
comes - aside from subsidies 
in distressed areas will remain low
relative to the average for the na
tion.

This is perhaps best illustrated
by analyzing the TVA area ex
perience. The area has been and
is heavily subsidized. Capital is
provided by the Federal govern
ment (that is, by the rest of the
country) for many projects at a
price of 21j2 per cent. All the capi
tal for some projects is provided
at no cost to the TVA area. Elec
tricity is furnished to many buy
ers in this area at substantially
lower prices than in neighboring
areas whose suppliers must bear
a heavy tax burden. The power
company in Arkansas pays out 24
per cent of its revenues as taxes.
The TVA makes payments in lieu
of taxes, but these amount to only
2 per cent of its revenues. That is
quite a substantial difference in
the tax burden aside from the di
rect subsidization of the capital
supplied to the TVA.

Presumably, in these circum
stances, the people of the TVA
area should have gained enor
mously.

An analysis made by the Ken
tucky Utilities Bureau in this re-
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gard turned up a very surprising
result. The Bureau was asked to
determine whether it would be
wise to invite the· TVA to extend
its operations further into Ken
tucky. In order to answer the
question, it studied the TVA area
and eight surrounding areas. It
measured the change in various
welfare indices such as per capita
income, longevity, level of educa
tion, freedom from incidence of
certain types of disease, and so on.
As a result of the study, Kentucky
decided not to invite the· TVA to
further extend its area of activity.
The surrounding areas had, on the
average, done as well as the TVA
area.

When I heard of the study, I
was puzzled about the results.
They seemed paradoxical to me or,
to put it bluntly, I found them
hard to believe. It was only after
a number of students had done
some further analysis that an ex
planation emerged which made the
study credible. The data on mi
gration made the pieces fall into
place. What TVA does is to sub
sidize people to stay put who other
wise would migrate. Voluntary
migration of people out, and of
capital in, and a change in the
rural-urban balance did for the
surrounding areas what the sub
sidies did for the TVA area.

In essence, what TVA has done
and is doing is to subsidize people

to stay put in an area of lower
productivity than the areas to
which they would move. This
means that we are keeping people
in low productivity jobs instead of
letting markets work to move
them to higher productivity jobs.
To this extent, average produc
tivity in the nation is lower and
per capita income is lower than it
would be in the absence of the
TVA. Also, income per capita in
the TVA area is lower than it
would be without the TVA. The
capital drain from the rest of the
nation has kept per capita income
from rising as rapidly as it other
wise would. This has reacted to
cause a less rapid rise in the TVA
area than would have occurred in
the absence of TVA, the very op
posite of the result which our fal
lible legislators were presumably
attempting to produce.

Market Coordination of Research
and Technology

At this point, I want to turn to
a more difficult and less analyzed
area, the role of open markets in
directing research and develop
ment. I will do this by discussing
some examples.H

In 1950, we had an enormous
rise in the demand for benzene.

8 See Y. Brozen, "The Role of Govern
ment in Research and Development,"
The Anwrican Behavioral Scientist, De
cember, 1962, for a general analysis.
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The price had been 14 cents a gal
lon. Since it was an ingredient in
the making of certain explosives,
the outbreak of the Korean War
greatly stimulated the demand.
Since the price was still free to
move, price ceilings not yet hav
ing been imposed, the price moved
to 50 cents a gallon.

The price rise was an expres
sion of the great new demand for
benzene for certain overwhelm
ingly important purposes. It also
served as an incentive for people
to conserve the use of benzene in
less important applications and
release it for the more important.

The price rise created an addi
tional response. It presented an
opportunity to obtain a pay-off
from the development of new tech
nology for producing benzene
from a new source. Benzene had
been produced primarily as a by
product in the extraction of coal
chemicals. Because of its by-prod
uct status, the elasticity of supply
from the then available sources
was very low. At the old price of
14 cents, it would not have paid to
develop new sources by creating
new technology, and there was
little need for new sources since
the supply was ample. The 50 cent
price was a signal that the supply
was no longer ample. Also, it was
an incentive to develop a new
source.

Universal Oil Products re-

sponded to the signal. It did some
work on the plat-forming process
for handling petroleum hydrocar
bons. In three months it developed
a process for producing benzene
from petroleum. The price of ben
zene then dropped to 25 cents.
This provided the signal that fur
ther research and development
was not needed unless it was
likely to create a process more
efficient than the plat-forming
method.

The open market responded to
the benzene scarcity. It directed
research to do a job to the extent
that resources devoted to research
could do the task with a smaller
resource requirement than putting
resources into conserving benzene
and substituting other materials.

The opposite of open market di
rection is exemplified by the reac
tion of the Federal Bureau of
Mines and of Congress. The Bu
reau of Mines said to Congress
and the Defense Department, "We
will be running out of petroleum
soon. How are you going to move
military equipment such as planes
and tanks which depend on petro
leum products ?" The Bureau asked
for a $400,000,000 appropriation
to work on the hydrogenation of
coal and extraction of oil from
shale. It almost frightened the
Defense Department and Congress
into pushing the appropriation
through.
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The oil industry is as much in
terested in providing liquid fuels
for military equipment as the mil
itary establishment is in obtain
ing the fuels. To the extent that
it would be cheaper to produce
the fuels by coal hydrogenation
and by extraction of shale oil, the
industry would move in that di
rection. The industry had main
tained a continuous program of
research on a small scale to be
ready to move when the state of
science was appropriate and the
scarcity of alternate sources of
hydrocarbons made it necessary.

The time was not ripe, how
ever, and the industry indicated
this in congressional testimony.
Nevertheless, Congress did appro
priate $100,000,000 and the Bu
reau of Mines built a pilot plant
at Carthage, Missouri, and in
creased the scale of work at Rifle,
Colorado. Both plants were shut
down and have sat idle for a dec
ade. We have wasted $100,000,
000.9

There is the difference between
the open market response and the
controlled market response.10

Those in the open market were
forced to operate on the basis of

9 The Plant near Rifle was re-activated
in 1965 with a governmental appropria
tion and is being used for research pur
poses under contract to six oil companies.

10 For other examples, see Y. Brozen,
The Role of TechnolollY in Conserving
Strategic 111aterials (multilithed, 1951).

economical use of resources since
they could not call on taxpayers
to pay for their mistakes. The
controlled market operated on the
basis of scarce headlines instead
of the realities of resource avail
abilities and economy.

Conclusion

Central planning by· man has
been praised as a superior tech
nique for organizing the use. of
resources, selecting techniques,
and directing production because
presumably it employs man's ca
pacity to reason and is rational.
However, this is an argument for
planning as against no planning.
The issue thus drawn is false.

Free markets are a method of
co-ordinating the decentralized
planning of many organizations
and individuals. Each plan can be
fitted to local circumstances em
ploying local knowledge in such
a way that the total is coordinated
under the constraints imposed by
total resources and total needs.
The issue is not plan versus no
plan. It is centralized versus de
centralized planning; limited· in
itiative by a few, or widespread
initiative by many.

This nation has attempted to
maintain widespread initiative
and, at the same time, intervene
in markets with special programs
to benefit politically powerful blocs
and presumably worthy persons
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who are not receiving "fair
shares."

Where these interventions have
changed the signals, such as wage
rates and prices, or forced re
allocations of resources among
areas or lines of production, such
as the subsidizing of certain activ
ities like agriculture and certain
areas such as the TVA region and
Appalachia, the results are fre
quently the opposite of those in
tended.

One example of a result op
posite the intent has been de
scribed (the TVA instance). In
that case, the intended benefi
ciaries are worse off than if the
intervention had not been under
taken. Additional examples which
illustrate the same point can be
named. The tariff, which is sup
posed to protect the levels of liv
ing of American workers from the
competition of low-paid foreign
ers, has simply monopolized low
paying jobs for Americans and
prevented them from obtaining
better-paid jobs which would have
been available in the absence of
the trade barriers we have im
posed.ll The imposition of the
minimum wage and its subsequent
increases have caused a loss of bet
ter-paying jobs by many of the in-

11 See Y. Brozen, "The NewCompeti
tion-International Markets: How Should
We Adapt?" Journal of Business, Oc
tober, 1960.

tended beneficiaries and forced
them into lower-paying jobs or un
employment.12 The subsidies pro
vided for agriculture through such
devices as the Rural Electrification
Administration have depressed
rural wage rates and increased
poverty while enriching the already
well-to-do.13 The Federally spon
sored and subsidized urban renew
al programs which some believed
would benefit poverty-stricken slum
dwellers have instead forced the,m
to pay higher rentals, reduced the
supply of housing at their de
sired rental levels, and destroyed
the livelihoods of hundreds of
small business people.14

Free markets have done a mag
nificent job of eliminating pov
erty,15 of improving the status of

12 Y. Brozen, "Minimum Wage Rates
and Household Workers," Journal of Law
and Economics, October, 1962; M. Col
berg, "Minimum Wage Effects on Flor
ida's Economic Development," Journal
of Law and Economics, October, 1960.

13 D. G. Johnson, "Output and Income
Effects of Reducing the Farm Labor
Force," Journal of Farm Economics,
November, 1960.

14 The Chicago Housing Authority,
Rehousin.q Residents Displaced from
Public Housing Clearance Sites in Chi
cago, 1957-58; J. Segall, "The Propaga
tion of Bulldozers," Journal of Business,
October, 1965.

15 A century ago, practically every
body in the United States fell below what
has come to be called the line between
poverty and non-poverty-a $3,000 per
year income measured in 1962 dollars.
By 1947, the incidence of poverty as
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Jews, Negroes, the Irish, and
other minority groups, and of pro
viding opportunities and outlets
for the creative use of the ener
gies of even the most deviant per
sons who are frequently jailed or
shot in less open societies. Such
markets make it impossible for the
few to monopolize power and

defined by this standard had fallen from
nearly 100 per cent of all families to 32
per cent. By 1964, those falling below the
$3,000 standard had diminished to 18 per
cent.

tyrannize their fellow country
men. This, of course, is the reason
that those with a lust for power
are the enemies of the free mar
ket and the encouragers of inter
vention and central planning. As
Trygve Hoff remarked, in an edi
torial in the Norwegian weekly,
Farmand, "The hallmark of the
'planned economy' is not planning.
It is that it aims to concentrate
. . . power in the hands of the
State." ~

BEAUTY and COMMON SENSE
MOST Americans respond charac
teristically to the appeals for be'au
tification of our country. They
want to have their cities improved,
to remove scars from the land
scape, to have an attractive coun
tryside.

Conservation and preservation
ist groups have been preaching this
gospel for years. They have done
an effective job. They have
aroused the innate decency of our
people; they have appealed to
American love of nature and re-

Reprinted from the March 1967 issue of N a
tional Forest Products Review with permis
sion of National Forest Products Association.
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spect for the out-of-doors. What
the preservationists have done,
however, is to overlook a simple
fact of life. This is that our nation
has grown great by learning the
lesson of using our natural re
sources wisely, not by locking
them up.

The forest industries in the last
50 years have done more for true
conservation than all the Izaak
Walton Leagues, the Sierra Clubs,
and ladies daffodil societies
I umped together. They ha ve
learned to perpetuate our timber
resources while at the same time
supplying the nation with the
wood necessities of modern life.

As National Forest Products
Association President, Gene C.
Brewer, cogently puts it: "This
is one industry that takes beauty
from nature, converts it into prod
ucts of beauty, and restores beauty
to the forest." Preservationists
currently are asking for an un
realistic "moon" in a manner
which could result in thousands of
jobless people and their forest
communities economic dropouts.
They want scenic trails, wild riv-

ers, national parks, wilderness
areas, canoe preserves, monu
ments, and many other things that
are laudable - if taken in propor
tion. But· when they seek to in
dulge hobbies at the expense of
sterilizing producing resources,
when they seek to cut off neces
sary economic production of the
needs of everyday life, they are
not using common sense.

If the forest industries are to
be continually restricted, con
stantly hampered, and put out of
business, how will people fulfill
their most basic human needs?
What is to be the source of ma
terial on which to print their news
letters and sermons? What will
they use to build houses? What will
they use for furniture? Forest in
dustries, which may have become
the greatest conservationists of
them all, have learned to live with
recreation, parks, trails, water
ways, and all the rest. But they
have done it by using good judg
ment and common sense.

Isn't it about time for the
preservationists to use some, too?

Ben Moreell

WE CONSERVE natural resources by using them in the most efficient
and economic manner.... If a given project cannot pass the test
of economics, that is a sure sign that it is not conservation but waste.

Our Nation's Water Resources - Policies and Politics
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LIFE in the Athens of twenty-four
centuries ago was relatively sim
ple. Economics as a discipline had
not been considered; technology as
we know it was nonexistent; spe
cialization in medicine, manufac
turing, or any other field had
scarcely begun. Computers? "Vhy,
even the concept of zero was a
thousand years in the future. The
Athenians, by our standards, knew
nothing of the complexities we ex
perience in everyday life.

Simple? In a sense, yes. Yet,
human beings were as complex
then as now. Each individual was
unique. No two thought alike, or
had the same incentives, talents,
desires, likes, dislikes, goals, aspi
rations, energies. Variation! And
to the mind of a social planner
this spelled chaos, humanity at
sixes and sevens. How possibly
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could order be brought out of such
disorder? Precisely the same ques
tion people raise today. And in
spired by the same lack of under
standing!

Plato gave us the philosopher
king idea - an omnipotent leader
all-wise enough to play a totally
dominant role. Plato's final state
ment of the idea is found in Laws,
#942, where the Athenian says:

The greatest principle of all is that
nobody, whether male or female,
should be without a leader. Nor
should the mind of anybody be ha
bituated to letting him do anything at
all on his own initiative; neither out
of zeal, nor even playfully. But in
war and in the midst of peace - to
his leader he shall direct his eye and
follow him faithfully. And even in the
smallest matter he should stand un
der leadership. For example, he



1 Man the Unknown (New York:
Harper &. Brothers, 1935.)

Every year we hear of the progress
made by eugenists, geneticists, sta-

"The Remaking of Man"

Among these few intellectual
giants, we should take note of the
distinguished scientist, Dr. Alexis
Carrel. In his remarkable book,
Man, the Unknown, he entitled
the concluding chapter, "The Re
making of Man."l Note how he
would remake man (italics mine) :
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know-how peculiar to each! Think
of the enormous benefit that would
redound to all should some one per
son - a philosopher-king type - en
compass in his own person a to
tality of all knowledge. Be done
with this helter-skelter and its
wastage! What society requires is
a "creative combining mind," an
intellectual superman who can
synthesize all of the discrete skills,
know-hows, wisdoms!

Nor is this a notion exclusive
with Plato; it pervades and dom
inates the minds of millions. The
reason that we think of the philos
opher-king idea as distinctly
Platonic is that he, and now and
then another intellectual giant, is
strikingly explicit in setting forth
the notion. Millions of people go
along with the idea but without
any ability to express it in explicit
terms.

should get up, or move, or wash, or
take his meals... only if he has been
told to do so. In a word, he should
teach his soul, by long habit, never
to dream of acting independently,
and to become utterly incapable of it.

A Perfect Planner

What really lies at the root of
the philosopher-king idea which
has persisted since Plato's day?
To answer, "the will to power," is
to gloss over the explanation.
Plato himself had no authoritarian
aspirations, and I suspect the same
can be said for nearly every think
er who dwells on perfecting soci
ety. Persons who occupy them
selves intellectually in this manner
have neither the time nor the in
clination to ascend politically.
These thinkers are searching for
something more difficult to find
than power is to gain. What is the
object of their search?

These self-appointed doctors of
society view the human scene and
see people going every which way,
each man in pursuit of what in
terests or intrigues him most. Un
regulated human action is random,
they suspect, lacking in economy
and needing direction. How can
there be any order, any grand pur
pose served, when millions of in
dividuals act personally, privately,
and independently· of each other?
Particularly when each one has
only a smattering of some unique
knowledge, merely a tiny bit of

1967
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tisticians, behaviorists, physiolo
gists, anatomists, biological chemists,
physical chemists, psychologists,
physicians, hygienists, endocrinolo
gists, psychiatrists, immunologists,
educators, social workers, clergymen,
sociologists, economists, etc. But the
practical results of these accomplish
ments are surprisingly small. This
immense amount of information is
disseminated in technical reviews,
in treatises, in the brains of men of
science. Noone has it in his posses
sion. We have now to put together
its disparate fragments, and to make
this knowledge live within the mind
of at least a few individuals. Then,
it will become productive. . . .

In about twenty-five years of un
interrupted study, one could learn
these sciences. At the age of fifty,
those who have submitted themselves
to this discipline could effectively di
rect the construction of the human
being and of a civilization based on
his true nature....

Democratic rulers. as well as dic
tators [what's the difference?] could
receive from this source of scientific
truth the information that they need
in order to develop a civilization real
ly suitable to man....

We have to intervene in the funda
mental organic and mental processes.
These processes are man himself. But
m,an ha,s no independent existence.
He is bound to his environment. In
order to remake him, we have to
transform his world....

A group, although very small, is
capable of eluding the harmful in
fluence of the society of its epoch by
imposing upon its members rules of

conduct modeled on military or mo
nastic discipline....

Such a minority would be in a po
sition to impose, by persuasion or
perhaps by force, other ways of life
upon the majority....

We must single out the children
who are endowed with high poten
tialities, and develop them as com
pletely as possible.2•••

The sons of very rich men, like
those of criminals, should be removed
while still infants from their natural
surroundings.3

Power to the Rescue

Dr. Carrel no more aspired to
political power than did Plato. But
these two, along with countless
others, less famous, of the philoso
pher-king school,4 have erected an
ideological framework which has
made it possible for the Hitlers
and Stalins to achieve political dic
tatorship without effective opposi
tion. The mere acceptance of the

2 Who are "we"? It's a million-to-one
bet that "we" would never have singled
out that 12-year-old newsboy in Michi
gan-Thomas Alva Edison!

3 Peacefully? Hardly! The removal
would have to be at the point of a gun;
rich parents love their children, too!

4 The late C. S. Lewis writes of these
ideologists and says, "I am not suppos
ing them to be bad men. They are,
rather, not men (in the old sense) at
all. They are, if you like, men who have
sacrificed their own share in traditional
humanity in order to devote themselves
to the task of deciding what 'Human
ity' shall henceforth mean."
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lording-it;.over-man concept paves
the way for coercionists or war
lords.

People - intellectual giants or
midgets - who feel the necessity
of. a grand synthesist (and never
finding such a person, for he does
not exist) will and do turn to gov
ernment to handle problems they
wish to shun; the state becomes
their philosopher king. This naive
approach leaves the gate wide open
for the most persuasive and se
ductive among the seekers after
power.

The philosopher king! The
grand synthesist! The creative
combining mind! How much con
trary evidence must we have to
rid ourselves of this faulty notion!
The two examples of Plato and
Carrel should suffice - men with
admittedly superior intellects ar
riving at such schemes to remake
humanity. How can we explain the
paradox of growing intellects lead
ing to this nonsense? Perhaps the
genius - the relatively superior
one - is thereby blinded and sees
no boundaries for himself. He
steps out of bounds, as we say;
he goes over and beyond the role
intended for man, steps into God's
Realm, and falls into an abyss of
utter absurdity.

But the grand-synthesist idea
can easily be refuted. Any highly
specialized scientist or technician
will, when carefully questioned,

confess his inability to keep a
breast of the advances in his own
narrow specialization. Is there,
then, some one of them who can
arise to a know-it-all position, who
can encompass infinity in his
finite mentality? Preposterous!5

The Creator's Role

Those who have sincerely ap
proached the problem of ordering
human society have always found
disillusionment in their attempts
to discover the Combining Mind in
any man or in any enforced com
bination of men. Plato himself fi
nally despaired of finding a philos
opher king. In fact, as he grew
older, he devoted his best efforts
to the erection of barriers to the
exercise of power by one human
being over another.

The combining mind is not to be
found in creation but only in the
Creator. I have never heard any
one contradict Joyce Kilmer's
"Only God can make a tree." How
can anyone who cannot make a
tree logically contend that man

5 An acquaintance who for several
decades has been a distinguished phys
iologist at one of our great medical
schools, and who has specialized in
blood, a narrow phase of a narrow spe
cialization, admits that he knows very
little about this "red river of life."
The deeper he explores, the greater is
his sense of not knowing. Only a per
son unaware of how little he knows
could possibly aspire to become the
synthesist of all science, let alone polit
ical economy and the other disciplines.
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can make or remake man? Surely,
man is higher in Creation's
Scheme than is a tree.

Because God is exclusively the
Combining Mind, are we then left
naked and helpless amidst our
thousand-and-one seemingly dis
parate specializations? Is there
not some combining force at the
human level and for human dis
posal, a principle which if scrupu
lously observed will perform this
admittedly essential function?

The answer is an unequivocal
"Yes I" and the principle is liberty.
Plato, your philosopher king has
been found, not in a person but in
a principle!

The Provisioning of Paris

Who first discovered and com
prehended this principle no one
knows. For centuries, some think
ers have perceived the vital con
nection between man and his Crea
tor and between creativity and
freedom. One of those thinkers
who grasped at least a portion of
this vital connection was Fred
eric Bastiat. Writing in the 1840's
about the economy of Paris, un
believably more specialized and
complex than the economy of
Athens twenty-four centuries ear
lier, he observed:

On entering Paris, which I had
come to visit, I said to myself-Here
are a million of human beings who
would all die in a short time if pro-

visions of every kind ceased to flow
towards this great metropolis. Imag
ination is batHed when it tries to ap
preciate the vast multiplicity of com
modities which must enter tomorrow
through the barriers in order to pre
serve the inhabitants from falling
prey to the convulsions of famine,
rebellion, and pillage. And yet all
sleep at this moment, and their peace
ful slumbers are not disturbed for a
single instant by the prospect of such
a frightful catastrophe.

On the other hand, eighty provinces
have been laboring today, without
concert, without any mutual under
standing for the provisioning of
Paris. How does each succeeding day
bring what is wanted, nothing more,
nothing less, to so gigantic a market?
What, then, is the ingenious and
secret power which governs the as
tonishing regularity of movements so
complicated, a regularity in which
everybody has implicit faith, although
happiness and life itself are at stake?

That power is an absolute prin
ciple, the principle of freedom in
transact,ions. ...

In what situation, I would ask,
would the inhabitants of Paris be if
a minister [a philosopher king]
should take it into his head to sub
stitute for this power the combina
tions of his own genius, however
superior we might suppose them to be
-if he thought to subject to his su
preme direction this prodigious mech
anism [freedom in transactions- the
free market], to hold the springs
of it in his hands, to decide by whom,
or in what manner, or on what con
ditions, everything needed should be
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produced, transported, exchanged,
and consumed?

Truly, there may be much suffering
within the walls of Paris - poverty,
despair, perhaps starvation, causing
more tears to flow than ardent char
ity is able to dry up; but I affirm that
it is probable, nay, that it is certain,
that the arbitrary intervention of
government [the coercive synthesist]
would multiply innnitely those suf
ferings, and spread over all our fel
low citizens those evils which at pres
ent affect only a small number of
them.6

Miracle in the Sky

The economy of nineteenth-cen
tury Paris was markedly more
complex than the economy of
Athens in 400 B.C. And the econ
omy of the U.S.A. today is incom
parably more specialized and com
plex than the Paris Bastiat wrote
about. This point is stressed to
emphasize the incontrovertible
fact that the more complex the
economy, the less is the possibility
of human master-minding and the
more must our reliance be on lib
erty - freedom in transactions.

Bastiat marveled at the provi
sioning of Paris, and well he
might. The myriad provisioners,
throughout the eighty provinces,
went about their business of grow
ing and raising without any

6 This extract is from Social Falla
cies, Register Publishing Company edi
tion, 1944.

thought of where their produce
was going. They merely kept their
eye on prices: high, grow; low, no.
And, 10, Parisians slumbered
peacefully without fretting about
the morrow. Principle rather than
some philosopher king or dicta
torial synthesist was operating to
a marked extent. And, interesting
ly, the people of Paris knew no
more about the principle than did
their provisioners. But Bastiat
grasped and explained it and
warned, in effect: Ignore it at
your peril 17

The provisioning of Paris! A
veritable miracle! Yes, a miracle
in the sense that hardly anyone
had any awareness as to the why
of their well-being. They enjoyed
these economic blessings with no
more appreciation or understand
ing than of the sunshine that
graced their lives.

The provisioning of Paris mi
raculous? Then consider this pro
visioning: In 1966 more than 100,
000,000 meals were served in the
skies by U.S.A.-owned airlines a
lone. Just one of these - United 
spent more than $30 million last
year in provisioning its restau
rants in the clouds.

I wonder what the brilliant
Bastiat would have exclaimed had

1 Even in Russia the principle is not
totally ignored. Were any people to
disregard freedom in transactions 100
per cent, all would perish.
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he been my seatmate on a TWA
jet leaving Athens - nearly seven
miles above the Aegean Sea and
winging eastward at about 600
miles an hour! Assuming that the
jet itself hadn't left him speech
less, what might he have said
when the stewardess passed the
menus? There were, of course, the
appetizers, a choice of soups and
salad dressings and desserts and
beverages. But reflect on the en
trees from which we might
have chosen:

Roast Sirloin of Beef
[Kansas grown]

Broiled Filet Mignon
[Rare or well done, Sir?]

Maine Lobster Thermidor
[Maine lobster over the Aegean Sea!]

Roast Duckling with Sour Cherries
[Long Island and California]

Curried Squab Chicken
[India and Delaware]

Fillet of Sole in Shrimp Sauce
[North Channel fish]

Individual Lamb Rib Roast
[Utah gets into the act]

All of this would have been in
credible even to the perceptive
Bastiat. Good foods from such dis
tant places, most of them har
vested weeks earlier! Impossible!
Why aren't they spoiled? For
Bastiat had never known of any
thing frozen except temporarily
by Mother Nature.

My explanation would have
sounded strangely similar to his
understanding of the provisioning
of Paris, except more "far
fetched." For instance, Monsieur
Bastiat, some of these vegetables
were grown in California. They
were then picked, cleaned, pre
pared, quick frozen, and placed in
an atmosphere, kept at or near zero
degrees Fahrenheit; and then the
frozen vegetables and the atmos
phere were transported and hoisted
aboard this jet, both the vegetables
and the atmosphere remaining in
this state until you and I select our
entree for dinner tonight.

I realize, Monsieur, that you
never heard of an electric oven,
this marvel of freedom in trans
actions, which cooks our meals to
night. But a year from now, if our
freedom prevails, this oven will be
discarded as outmoded. Instead, a
microwave oven will cook the fro
zen steaks, for example, in four
minutes. And this coffee! Isn't it
delicious? And far superior to any
you ever tasted in Paris. The
beans were grown in Brazil, Co
lombia, Guatemala, and Java,
blended and roasted in New York
City, and brewed on this jet in
less than five minutes. Pardon me,
I almost forgot. These wines and
champagnes are mostly from your
native France.

Actually, Monsieur Bastiat,
what you are experiencing tonight
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is no more than an extension of
the phenomenon you so clearly
perceived 120 years ago - the ab
solute principle of freedom in
transactions.

This jet, these delectable foods,
the mobile zero atmosphere flying
through space, the ovens, and so
on, are a fantastic combination of
nature's resources originating all
over this earth, plus trillions upon
trillions of tiny human creativi
ties, inventions, discoveries going
back to the beginning of thought.
What you and I enjoy are natural
and automatic coalescences of
these infinitesimal intelligences,
formations that occur when intel
ligence and resources are free to
flow.

As you so cogently pointed out,
no minister could have planned our
experience this evening. Had any
man or men - Plato's philosopher
king, Carrel's synthesist, or any
bureaucracy-been substituted for
the basic principle· of freedom in
transactions, such an evening as
ours would be unthinkable. Thanks
for having enlightened at least a
few of us. Bonne nuit, Monsieur.

Trying to Understand

It is one thing to find Plato's
philosopher king, not in the form
of a person, but in the observance
of a principle. It is quite another
matter to explain why the princi
ple is so difficult to find and un-

derstand. Why, we must ask, do
so few perceive what appears to
be a simple fact? Perhaps .any
thing is simple once perceived,
complex before hand. Authoritari
ans are explicit in setting forth
their schemes. Why are we dev
otees of liberty so vague and
ambiguous when trying to explain
freedom in transactions and how
it works?

If I have no more difficult task
than to set forth the little I know
and my few beliefs, it is fairly
easy to be explicit. There is no
trouble at all in imitating Plato's
line, '.'... to his leader he shall di
rect his eye and follow him faith
fully," or Carrel's belief, "The
sons of very rich men, like those
of criminals, should be removed
while. still infants from their na
tural isurroundings." The authori
tarian's way is founded on per
sonal· dictations such as "from
each according to his ability, to
each according to his need," or a
rent control, an embargo, a gov
ernment's debt, a tariff, a sub
sidy.These can be .·observed. Be
ing explicit is easy.

But when freedom in transac
tions is allowed, description
amounts to explaining the miracu
lous. When riding on a jet, for in
stance, one is no more conscious
of its make-up than the people of
Paris were of that city's provi
sioning. Who sees in that plane-



538 THE FREEMAN September

as much a part of it as its wings
the harnessing of fire, the concept
of zero, the discoveries that ac
counted for the vulcanization of
rubber, or the making of blue
prints? That jet rides as much on
trillions of tiny ideas as it does
on the air through which it speeds.

Creativities flowing freely and
in complex interchange - freedom
in transactions-are in solution, so
to speak; they integrate imper
ceptibly, become a natural part of
the human situation. They're sol
uble, as are grains of sugar added
to a pail of water: it still appears
as a pail of water, although a mite
sweeter. But the discrete grains,
as the tiny creativities, are lost

track of as they become an integral
part of the whole.

Only now and then does a Bas
tiat come among us, one who can
discern a profound principle at
work. Mostly we're plagued with
would-be philosopher kings, men
who are explicit and disarmingly
persuasive. Yet, we are critically
dependent on the kind of discern
ment displayed by our French
friend and on a healthy skepticism
of the philosopher-king idea in its
myriad .forms. Let man .confine
himself to his own realm and never
invade God's; freedom in transac
tions will admirably serve us as
the most efficient of organizers. ~

GIVING A HAND
TO SMALL BUSINESS
LAWRENCE FERTIG

THE AMERICAN PUBLIC is natural
ly very sympathetic to small busi
ness. Everyone likes to see David
victorious ()ver Goliath. The best
way to help the little fellow is to
remove from his back the load of
taxes, work restrictions enforced
by labor unions, artificial mini-

Mr. Fertig is an economic columnist. This
article appears by permission of Columbia
Features, Inc.

mum wage laws, and other bur
dens which now severely affect
him. But even under these current
restrictions thousands of small
businesses, privately· financed and
privately managed, have been very
successful. Look through the Over
the-Counter stock market and you
will find there many glowing rec
ords of success by small compa
nies making fried chicken, elec-
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tronics, hamburgers, special tools,
and so on. But this record has
been due in no way to government
intervention by the Small Busi
ness Administration (SBA).

The Small Business Adminis
tration inWashington has achieved
an unenviable record. The SBA
is probably the biggest flop of all
government agencies employing
Federal cash in an attempt to
improve the economy by subsidiz
ing special groups. This mus;t be
considered a remarkable achieve
ment considering the long history
of failure by these agencies.

Conflicting Objectives

One basic trouble with the SBA
is that it tries to achieve two ob
jectives which often defeat each
other. On the one hand the SBA
tries to "fight poverty." On the
other it tries to help small busi
ness grow and become more profit
able. The result has been that
poverty has not been noticeably
relieved, and. millions of dollars
of taxpayers' money has been
wasted on loans to small business
which never had a chance from
the start.

In the name of Anti-Poverty
the SBA has financed automobile
repair shops, laundries, bakeries,
hobby shops, pet shops, and the
like. Frequently, these have been
run by people with little experi
ence and less talent. Many soon

failed. In nearly all cases these
businesses could not get commer
cial financing because the chance
of success was practically nil. An
SBA spokesman said quite truth
fully, "You've got to expect losses
when you're fighting a war on
poverty." This statement reveals
a deep confusion. Most of these
loans had little to do with fighting
poverty.

To encourage small business
(which is the other objective of
SBA) this agency has financed
what are known as Small Busi
ness Investment Companies (SB
IC's). These companies, private
ly owned, are subsidized by gov
ernment loans of up to twice
their invested capital, at a low
interest rate. They can charge off
capital losses 100 per cent against
current income. They can accum
ulate earnings without incurring
tax penalties. Stockholders of an
SBIC get special tax privileges
if they sell their stock at a loss
they can deduct the loss from in
come. A lot of people rushed to
take advantage of this govern
ment-financed gravy train - but
the results were quite different
from the anticipation. In March
this year the SBA officially re
ported that out of 732 such com
panies, 232 were "problem" com
panies ; 60 were in process of
liquidating; 42 had lost more than
half their private capital; and 13
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had lost more than half their pri
vate and government capital.

Bernard L. Boutin, [then] Di
rector of SBA, estimated in April
that $50 million of the $242 million
so far advanced by the Federal
government to SBrC's would be
lost.

This is a sorry record. Much· of
it could have been anticipated. As
every businessman knows, it takes
unusual ability to make a small
business grow. Easy financing
frequently induces sloppy man
agement, and in many cases in
ternal corruption. This is what
happened to many SBIC's. Gov
ernment cash freely distributed
is not the way to stimulate sound
private enterprise.

In Case 01 Failure, Try More 01 Same

Having produced this record of
failure, what is the solution of
fered by the SBA? It is the usual
one offered by every government
agency which is not successful
after losing substantial Federal
funds. Their solution is - more
government money and an ex-

panded program for Small Busi
ness Investment Companies. The
SBA sent to Congress at the end
of May proposed legislation which
would give these investment com
panies greater access to Federal
cash. "The average Small Business
Investment Company," said Mr.
Boutin, "is much too small, much
too limited in financial resources
and management skills to do the
job contemplated by Congress."
So Mr. Boutin would raise private
investment from the present
$300,000 to $1 million, and he
would increase maximum govern
ment investment to $10 million
from the present $4.5 million. In
this plan there is no guarantee of
"management skills" necessary to
protect government cash. Many
SBIC's have failed and they will
again.

The way to encourage small
business is to relieve its back
breaking load of high taxes and
labor union restrictions on work.
This is the form of Federal aid
it needs - not government sub
sidies. ~

Capital Punishment

CAPITAL PUNISHMENT is when the government taxes
you to get capital in order to go into business
in competition with you, and then taxes the profit
of your business in order to pay its losses.

AUTHOR UNKNOWN
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4. PROSPECTS

WIELDERS of power are destroying
the world in the mistaken belief
that they are improving it. Many
men have experienced the tempta
tion to remake the world. Some
have hoped to build a happy and
prosperous nation through the
suppression of all traffic in alcohol.
Others have expected to create a
"master race" through the ex
termination of "impure" races.
Such schemes invariably have
ended in disaster for ruler and
ruled alike. The record of failure
is being extended by the most
"modern" of the schemes to re
make the world through the use
of coercion. The record of the
planned society, whether in eco
nomic, political, or moral ques
tions, is far from enviable.

One of the worst features of

the planned society is its incor
poration of religious zeal in the
service of repressive ends. The
humility implicit in a· sound re
ligious faith has often retarded
men's appetite for power; but
even religion is showing signs of
degenerating into a mere human
itarianism which substitutes the
material for the spiritual and man
for God.

The increasing spread of the
planned society has tended to
sweep aside such institutional
guarantees as religion and private
property, and has tended to over
ride the traditional political bul
warks against such unchecked ex
ercise of power. \Vorst of all, the
extension of power has been suffi
ciently gradual, and the accom
panying semantic erosion has been

541
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so complete, that the new exten
sion of power into every area of
our lives is today widely accepted
as our "traditional American way."

The new exercise of power in
the name of "humanitarian" goals
is none the less dangerous because
its ends appear commendable. In
the words of Immanuel Kant:
"Nobody may. compel me to be
happy in his own way. Paternal
ism is the greatest despotism
imaginable." For the social re
former thus to select the .goals in
pursuit of which he will exercise
his tremendous authority is to
deny men the exercise of their
own will, stripping them of their
humanity.

Erosion of Value

For many centuries throughout
the history of the Western World,
the belief in the divine origins of
individual human personality be
came progressively stronger, thus
engendering an understanding of
the necessity for the limitation
and fragmentation of power. As
belief in the divine origins of in
dividual human personality has
tended to wane in the modern
world, this trend has increasingly
reversed itself. Man has seen fit
to dispense with God and sub
stitute man in His place, and the
barriers of Natural Law have
come down as the result of that
substitution. The way has been

cleared for the exercise of power
in a new moral framework. This
framework now defines "morality"
as social utility, to be decided upon
by those exercising power. The
ethical abyss opening at the feet
of modern man is the direct re
sult of that definition.

Since Descartes, Western phi
losophy has increasingly departed
from the realism of the Greeks,
the Bible, and St. Thomas. The
result?

But in our society, where relativ
ism rules supreme, where truth is not
merely distorted but its very exist
ence denied, power grows to mon
strous p,roportions without any inner
check in the bosoms of those who hold
it. In the place of truth, the ideal is
adjustment, that .. is, the acceptance
of whatever happen to be the modes
of thought and action established
among us - not because it is pur
ported that they are true, but just
because they are. In this paradise for
power unchecked by any criterion but
its own, the way of the man who
would bear witness to and fight for
truth because it is truth is doubly
hard. Not only, as in former ages,
must he confront the established au
thorities of the day with the diver
gence of their acts from the demands
of truth; he has to substantiate - ex
plicitly or implicitly - the very title
of truth as criterion.!

1 Frank Chodorov, The Rise and Fall
of Society (New York: Devin-Adair,
1959), pp. vii-viii.
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Truth and Not Power
Has the Last Word

Yet, it is this modern relativism
which today stands astride our
society and which controls such
vast and unlimited power. But
power, of itself, is not the final
controlling element in man's life.
The old assertion that "the truth
will out," suggests quite properly
that Truth and not Power has the
last word in the affairs of man.
Power, resting upon any other
foundation except Truth, ensures
its own destruction, a destruction
from which the Truth will again
emerge in the intellect and spirit
of man. Those exercising power
upon any other basis than Truth
are, in the words of George
Schuyler, "like a colony of ants
riding on the end of a log floating
down the Mississippi, while dis
cussing destiny."

Correct action automatically fol
lows understanding - the only route
to correct action. Nothing else will
serve. If this process seems hopelessly
slow, there should be the sustaining
faith that liberty is in harmony with
truth, and with the intended design
of the human social order. Truth is
immortal, despite the defeats that it
seems to suffer along the way. Truth
has a power that is no respecter of
persons, nor of the numbers of per
sons who may at any time be in dark
ness about truth. Truth has a power
that cannot be touched by physical

force. It is impossible to shoot a
truth.2

It is helpful to remember that
throughout the history of man,
oppression has been his usual lot.
The extent and duration of a sub
stantial amount of liberty in this
nation is the exception, not the
rule. Should we continue to con
done the wide exercise of power
within our society, our exceptional
circumstance seems destined to
come to an end.

We have reached the point in
our society where we no longer
seem to understand that central
ized .authority has neither money
nor power of its own. Centralized
authority has only what wealth
and power it can extract from
society. It is this lesson which has
convinced our most thoughtful
social critics of the necessity of
restricting power while dividing
authority among as many diff
erent elements of society as pos
sible. Our modern trend is toward
the destruction of such a system
and the substitution of the more
"efficient" exercise of centralized
control. In The Course of Con
stitutional Politics, Benjamin Con
stant, viewing the excesses of the
French Revolution, pointed out

t F. A. Harper, Liberty-A Path to Its
Recovery (Irvington, N.Y.: Foundation
for Economic Education, 1949), pp.
126-27.
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that power, and not politics, was
the real culprit:

Entrust it [unlimited Power] to one
man, or to several men, or to all men,
as you please; whichever it is, the re
sults will be equally unfortunate for
you. You will· then wax hot against
the actual holders of this Power, and
will, according to circumstances, ac
cuse in turn monarchy, aristocracy,
democracy, mIxed governments, and
the representative system. You will
be wrong; it is the measure of force
that is the culprit, not its holders.
Your indignation needs to be directed
against the sword and not against the
arm. There are weapons which are
too heavy for the hand of man.

lilt Can't Happen Here!"

Such sentiments caused our
Founding Fathers to erect numer
ous barriers in the way of the
exercise of centralized authority.
The success stemming from that
limitation of power has provided
more material prosperity and po
litical liberty to more people than
any other attempt in the history
of the world. Ironically, the power
of centralized administration in
this country has grown in large
part because of this very inex
perience of the American people
with tyrannical governments. The

frequent response to the allega
tion that centralization of power
is creating a despotic administra
tion is the attitude, "It can't hap
pen here."

Yet, it can happen here! It is
happening. A clear understanding
of the American tradition of lim
ited government and individual
liberty is necessary if we are to
resist and reverse the tendency
of our times.

Our forebears were consist
ently suspicious of government
and of the political spectrum in
general. In "Thoughts and Details
on Scarcity," Edmund Burke
warned:

To provide for us in our necessities
is not in the power of government. It
would be vain presumption in states
men to think they can do it. The peo
ple maintain them, and not they the
people. It is in the power of govern
ment to prevent much evil; it can do
very little positive good in this, or
perhaps in anything else.

Or, in the even more succinct
statement of Will Rogers, "This
country has gotten where it is in
spite of politics, not by the aid
of it." It is upon this tradition of
hardheaded common sense that
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the reinstitution of the American
framework must begin. Individual
freedom, free enterprise, local
community, the sanctity of such
institutions as religion and fam
ily, and the right of individual
conscience ... it is in the reasser
tion of these fundamental truths
that power will find its nemesis.

Free to Choose'

Innumerable times each day, we
depend heavily upon freedom of
choice in virtually every aspect of
our lives. The free choice still
available to the American citizen
is virtually beyond belief to most
of the inhabitants of the world
in our time, or indeed at any time
throughout history. Yet this very
freedom of choice is suffering a
rapid attrition. To reverse the
trend, we must begin appreciat
ing what blessings we have en
joyed and still enjoy so that we
may fully perceive the nature of
the loss which faces us.

Imagine trying to convince
grandfather half a century ago
that the time might come when
the American farmer would re
quire permission from a Federal
agency to plant his crops ! Yet, to
day, the farmer has lost his right
to choose. Newsp~pers recently c~r

ried the story of an Ohio farmer
who has spent the past ten years
in constant litigation with the
Federal government, nearly bank-

rupting himself in the attempt.
He is now threatened with the
loss of his farm, all because of a
dispute as to whether he planted
twenty-three acres of wheat on
his farm, or only fifteen acres. He
has decided to pay his fine, the
article reports. "Mr. Donaldson
still maintains his innocence, but
after ten years of fighting he
decided to pay rather than see
his 3S9-acre farm auctioned Off."3
What has happened to Mr. Donald
son's freedom to choose?

If a farmer can no longer raise
the grain to feed his own chickens
or a businessman can no longer
decide which ,vorkers he will hire
at what rate of pay, each has lost
his freedom to choose to that ex
tent. Each time the tax collector
comes to your door for a growing
portion of your income, you have
lost that degree of freedom to
choose in your life as well.

Often the loss of this freedom
of choice is a joker hidden in the
deck and comes as quite a surprise
to the community or the individ
ual who so eagerly accepted the
alleged benefits held out at the
time the program was originally
promoted. For example, Wichita
recently discovered that it can no
longer initiate a referendum to
determine its actions or its con
tinued participation in existing

3 The Wall Street Journal, April 20,
1967.
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urban renewal laws. It seems that
once a city elects to come under
urban renewal, and once condi
tions exist for the application of
urban renewal laws, the city in
question no longer retains con
trol, even by popular vote.4

These specific examples, drawn
from current newspapers, could be
multiplied by the thousands the
length and breadth of the land.
Sometimes it helps, however, to
talk about specific instances, spe
cific communities, specific individ
uals, because it is in these specific
instances that freedom of choice
is· lost for the individual or the
community involved.

What sort of freedom of choice
lies ahead for us? The Federal
government is even now extending
its dominion into public education.
Proposals are being put forth
concerning a Compulsory Youth
Corps for our young citizens be
tween the ages of 18 and 20.5 How
far need such trends go before
the American people realize what
they are losing in the bargain?

Freedom is such a precious good
that we ought to be ready to sacrifice
everything for it, possibly even pros
perity and abundance, should we be
compelled to do so by the necessities
of economic freedom. Then we can
point out that, luckily for us, an eco-

4 Topeka Journal, March 4, 1967.
5 "A Youth Corps for America 1" THE

FREEMAN, April, 1967.

nomic system based on liberty - with
out which liberty itself cannot exist
- is at the same time infinitely more
productive than a system of con
trolled economy.

We should avoid luring men into
acceptance of economic liberty by
holding out to them the candy of ma
terial abundance; our educational
efforts should instead be made on the
high level of social philosophy and
should appeal to the last and supreme
values. We should impress upon peo
ple that one cannot deny freedom in
the economic field and grant it in the
remaining sectors of human activity,
and we should summon the whole
strength of logical argument and of
experience to render this idea con
vincing.6

Freedom for the Individual

There is a reason, deeply
grounded in moral principle, which
explains the productive capacity
of free enterprise. A planned, col
lective economy suffers from so
cial disorder and poverty, ulti
mately because of the moral dis
order at the heart of the system.
Conversely, the individual crea
tive capacity released by a free
system provides the energies to
enable the free individual and his
society to prosper. Such creative
capacity stems from the individ
ual's freedom to chart his own

6 Wilhelm Ropke, "Education in Eco
nomic Liberty," What is Conservatism?
(New York: Holt, Rinehart and Win
ston, 1964), p. 79.
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destiny and choose his own course.
A system which robs the· individ
ual of that capacity for self-deter
mination is immoral because it re..
moves the individual's right of
moral choice, and uneconomic be
cause it destroys the creative
forces which produce prosperity.
In short, freedom is a prerequisite
of prosperity.

But even if freedom did not
"work," even if it did not provide
more material goods to more peo
ple than any other system ever
devised, personal freedom would
still necessarily remain man's
highest goal.

The desire not to be impinged upon,
to be left to oneself, has been a mark
of high civilization both on the part
of individuals and communities. The
sense of privacy itself, of the area of
personal relationships as something
sacred in its own right, derives from
a conception of freedom which [should
it decline], ... would mark the death
of a civilization, of an entire moral
outlook.7

Moral Norms

In the final analysis, political
theory, like economic theory, is a
branch of moral philosophy. When
successful, political theory is an
application of proper moral norms
to the area of political relations.

7 Isaiah B~rlin, Two Concepts of Lib
erty (London: Oxford University Press,
1958), p. 14.

Such moral norms hinge finally
upon the power of the individual
to make his own moral choices.
Any system of economics or poli
tics which infringes upon that
range of moral choice beyond the
point of establishing and enforc
ing a universal rule of law, pro
tecting its citizens against aggres
sion, becomes immoral in its de
parture from the individual
framework within which all such
choices must be made. To block
the paths of action which a man
has available to him and exert the
power of the state to achieve a
desired effect, no matter how be
nevolently intended such an effect
is likely to be, is an assault upon
the dignity of man as a freely
choosing, moral agent.

Interferences with this dignity
of man simultaneously stunt his
moral and material growth. The
ideal society was thus defined by
Kant:

The greatest problem of the human
race, to the solution of which it is
compelled by nature, is the establish
ment of a civil society universally ad•.
ministering right according to law.
It is only in a society which possesses
the greatest liberty ... with ... the
most exact determination and guaran
tee of the limits of [the] liberty [of
each individual] in order that it may
co-exist with the liberty of others
that the highest purpose of nature,
which is the development of all her
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capacities, can be attained in the case
of mankind.8

Unless men are left free to pur
sue the path that they choose, the
spontaneity, genius, mental en
ergy, and above all, moral courage
necessary for the progress of so
ciety and the development of the
individual personality will be
crushed by what Mill termed "col
lective mediocrity."

It is the civilizing capacity of
freedom, for both the individual
and his society, that Western man
has labored so long to understand
and achieve. Confronting this
civilizing capacity of freedom, the
centralization of power now bids
fair to invert the process. In the
words of Ortega y Gasset, writing
in The Revolt of the Masses:

Civilization is nothing else than
the attempt to reduce force to being
the last resort ... "Direct action"
consists in inverting the order and
proclaiming violence as the first re
sort, or strictly as the sole resort. It
is the norm which proposes the annul
ment of all norms ... It is the Magna
Charta of barbarism.

How may this barbarism be
turned aside and defeated in our

8 Ibid., p. 38.

civilization? \Vhat are the pros
pects for a free society and how
may it be achieved? From what
philosophic roots. must· the coun
terrevolution of human freedom
spring?

Justice

Man's traditional definition of
a just society has been a social
order in which, as Friedrich Hay
ek wrote in his 1966 Mt. Pelerin
lecture, "justice was conceived as
something to be discovered by the
efforts of judges or scholars and
not as determined by the arbitrary
will of any authority." In short,
justice is an expression of a high
er order than society, of a fixed
and inviolable Natural Law which
is to be discovered, not created by
man. An order having origins
higher than the state and society
is a provider of inherent rights of
the individual, rights to be inviol
able in any society and any state,
if justice is to be truly attained.

Private Property

One such essential and inviol
able right for a just society and
for the freedom of the individual
is the right to private property.
Property is, in Richard Weaver's
term, "the last metaphysical
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right." It is an area not subject
to contention. The very hisness of
property still suffices in our so
ciety as a barrier protecting the
individual against the increasing
pressures of the omnipotent state.

Private right defending nobie pref
erence is what we wish to make pos
sible by insisting that not all shall be
dependents of the state. Thoreau,
finding his freedom at Walden Pond,
could speak boldly against govern
ment without suffering economic ex
communication. Walt Whitman, hav
ing become a hireling of government
in Washington, discovered that un
orthodox utterance, even in poetry,
led to severance from income. Even
political p~rties, driven from power
by demagoguery, can subsist and
work in the hope that return to rea
son will enable men of principle to
make themselves felt again. Private
property cannot without considerable
perversion of present laws be taken
from the dissenter....

Nothing is more certain than that
whatever has to court public favor for
its support will sooner or later be
prostituted to utilitarian ends. The
educational institutions of the United
States afford a striking demonstra
tion of this truth. Virtually without
exception, liberal education, that is to
say, education centered about ideas
and ideals, has fared best in those in
stitutions which draw their income
from private sources.... In state in
stitutions, always at the mercy of
elected bodies and of the public gen
erally, and under obligation to show

practical fruits for their expenditure
of money, the movement toward spe
cialism and vocationalism has been
irresistible. They have never been
able to say that they will do what
they will with their own because their
own is not private. It seems fair to
say that the opposite of the private
is the prostitute.9

Opponents of governmental
power all too often are prone to de
vote much of their time and en
ergy to charge and countercharge
among themselves. If. the free so
ciety is to be reinstituted, it would
be well to remember that common
ground does exist for the op
ponents of the collective ethic. The
state's use of coercion is the stick
ing point. No matter what reform
ism may be intended, the use of
coercive power is unjustified. One
of the great bulwarks placing
limits upon the use of coercion
over the individual is the institu
tion of private property, the "last
metaphysical right" which serves
as the rallying point for the advo
cates of a free society. In the
words of Sir Henry Maine, writ
ing in Village Communities, "N0

body is at liberty to attack private
property and to say at the same
time that he values civilization.
The history of the two cannot be
disentangled."

9 Richard W~aver, Ideas Have Conse
quences (Chicago: University of Chi
cago, 1948), pp. 136-37.
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Just as a man is free within
himself because he possesses an
immortal soul which is his own,
he is free in relation to the world
outside only if he has private prop
erty as the economic guarantee
of human freedom. To erect a to
talitarian system, it is thus neces
sary that both spirit and property
be denied.

That is why the existence of God
and private property are both denied
simultaneously by Communism. If a
man has no soul, he cannot allege that
he has any relationships with anyone
outside the state. If he has no prop
erty, he is dependent upon the state
even for his physical existence. There
fore, the denial of God and the denial
of freedom are both conditions of
slavery.I°

Self.Responsibility

Just as private property calls
for the exercise of responsibility
in its procurement and its main
tenance, man's inner claim to free
dom, his immortal soul, also de
mands responsible behavior of the
individual. Thus, in both the out
ward and inward manifestations
of human freedom, the same pre
condition exists: self-responsi
bility.

In the modern erosion of values
that has occurred, man has in
creasingly lost the concept of self

10 Bishop Fulton J. Sheen, "The Ideo
logical Fallacies of Communism,". House
Committee on Un-American Activities,
Sept. 4, 1957.

upon which the individual could
predicate his self-respect. If man
is no longer the possessor of an
immortal soul, the power and re
sponsibility to choose his own
course of conduct are no longer
available to him. The traditional
barriers to the exercise of power
over the individual are thus dis
carded. Natural Law is assumed to
be no longer valid. The conduct of
man's political and economic affairs
is thus severed from a higher ethi
cal standard, making morality
what the state deems "moral." Re
moval of an ethical yardstick
against which the actions of ruler
and ruled alike must be judged
does not free the individual from
his self-responsibility, but it sub
stitutes centralized political auth
ority and "group morality" in
such a way as to delude each of
us concerning his own ultimate
responsibility for his individual
actions. This distortion undercuts
the attempt of the individual to
realize himself as a person.

Man alone among the creatures
of this earth has the rational ca
pacity for self-transcendence, the
quality of mind necessary to stand
outside himself and view his own
conduct in relation to the world
around him. An individual no
longer able freely to order his ac
tions, in terms of the insight
gained in that self-transcendence,
is no longer a free man. It is this



1967 POWER: PROSPECTS 551

view of man as an individual in
possession of a God-given soul,
rather than a mere creature of
society, that is epitomized in
Paul's assertion in his second let
ter to the Corinthians, "Where the
Spirit of the Lord is, there is lib
erty."

How may such liberty be exer
cised? If man is truly capable of
freedom's exercise, what are the
implications for his social order?

The proposal to keep political pow
er so decentralized that it cannot es
cape the vigilance of social power
rests its case on the assumption that
the highest value in man's hierarchy
is freedom. Does he put it above all
other desires? Even material satis
factions? If so, what does he mean by
freedom? The definition that quickly
suggests itself is "absence of re
straint." The lone frontjersman had
plenty of that kind of freedom and
found it wanting; he was quite will
ing to part with some of it in ex
change for the higher wages that
came from cooperation with others.
But cooperation entails an obligation,
that of shaping one's behavior to the
wishes of others, of considering pub
lic opinion both in one's occupation
and in one's deportment. So then,
freedom in·Society is not the absence
of restraints, but the management of
one's affairs by a code of self-govern
ance. The price of the benefits of co
operation is self-restraint.ll

11 Frank Chodorov, The Rise and Fall
of Society (New York: Devin-Adair,
1959), pp. 163-64.

Man is only ready for freedom
to the extent that he is willing to
check his appetite, to demonstrate
a stronger love of justice than of
immediate gain. As Edmund
Burke has suggested, the less re
straint exercised within each in
dividual in this regard, the more
restraint must be exercised by the
society in ,vhich the individual
Iives. If men are to stay truly free,
they must have the capability of
self-restraint.

A Truly Moral Society

Only such a society composed of
individuals exercising self - re
straint could be a truly moral so
ciety. If the restraints necessary
to maintain justice and equity
come from outside the· individual,
the free choice necessary for in
dividual moral decision will not
be present. Thus, a collectively en
forced morality is divorced from
the roots of all meaningful moral
action. It should not be surprising,
in view of this fact, that the col
lective society becomes immoral in
practice. Each time that central
ized authority is exercised to coerce
ethical choice, the capacity for
making such an ethical choice is
further eroded in the individual
who has been coerced.

Edmund Burke's assertion that
"there never was for any length
of time corrupt representation of
a virtuous people..." is the state-
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ment of a painfully obvious truth.
If the individuals composing a so
ciety cannot make their own ethi
cal choices, morality being a mat
ter of individual conscience and
free choice, then what possible
hope can there be that collective
political power can do the job?
The attempt to shift individual re
sponsibility to a collective ethic
corrupts the action of the state
by divorcing it from the individ
ual moral action of free choice
and conscience. At the same time,
the individuals who are stripped
of their capacity for moral choice
are further weakened and cor..:.
rupted .through the atrophy of
will which stems from their loss
of free choice. Ruler and ruled
alike are corrupted in the process.

Power Breeds Weakness

So long as government is viewed
as an agency through which
virtue and happiness for the in
dividual may be attained, so long
as governments are viewed as
causes rather than effects, so long
as individuals believe that self
responsibility may be escaped
through retreat to the collective
ethic, power will be rampant in

our society. As the state grows
more and more powerful, the in
dividual citizen will tend to grow
weaker and weaker. Paul Poirot's
paraphrase is quite as true as
Lord Acton's original dictum,
"Weakness tends to corrupt and
absolute weakness corrupts abso
lutely." The double standard of
morality which allows a person to
endorse collective action which
he would not perform as an in
dividualis perhaps the greatest
corruption of all since, in the
words of Edmund Burke, "the
number engaged in crimes, in
stead of turning them into laud
able acts, only augments the quan
tity and intensity of the guilt."

Human freedom is not the
power to do whatever we like, but
is the privilege of being able to
do as we ought. The free society
is the society in which each in
dividual voluntarily says, "I am
my own responsibility."

"Positive Action"

The modern collectivist tends to
view the society around him as an
accumulation of "various prob
lems" which must be "solved."
Usually such "solutions" involve
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the coercive exercise of centralized
power. Unless man is to achieve a
heaven on earth, we have no rea
son to suppose that all human
shortcomings are capable of solu
tion. In fact, to assume that such
perfection could be achieved is
precisely the sort of thinking
which removes God from philoso
phy, substituting man as "the
measure of all things." Numerous
problems doubtless exist, how
ever, which freely working human
creativity can solve if the individ
ual, voluntary, institutional well
springs of human progress are al
lowed to flow.

It is sometimes suggested that
the libertarian/conservative is
"against progress" or unconcerned
with the hardships of others. In
actuality, of course, all men of
good will share the same goals of
peace and prosperity. The differ
ence between the collectivist and
the anticollectivist mentality at
the present moment in history is
based on two libertarian assump
tions: (1) Freedom is the best
problem-solving device; (2) The
largest "problem area" of our
time is the tremendous concentra
tion of power, with all of its cor
rupting influences upon our so
ciety, that has occurred as a direct
result of the collective ethic. Thus,
the collective mentality is not a
problem-solving device but instead
is our principal problem!

Those who would plan all social
action are confronted with the un
predictability of human action.
Because of this unpredictability,
such planning does not work in
practice. More important, such
planning interferes with the
growth of creative capacity which
can only be achieved by the free in
dividual.

There can be little doubt that man
owes some of his greatest successes
in the past to the fact that he has not
been able to control social life. His
continued advance may well depend
on his deliberately refraining from
exercising controls which are now in
his power. In the past, the spontane
ous forces of growth, however much
restricted, could usually still assert
themselves against the organized co
ercion of the state. With the techno
logical means of control now at the
disposal of government it is not cer
tain that such assertion is still pos
sible; at any rate, it may soon become
impossible. We are not far from the
point where the deliberately organi
zed forces of society may destroy
those spontaneous forces which have
made advance possible)2

A Negative Approach

Those who oppose further state
intervention in our society are
branded as having only a negative
program since specific "plans" and

12 F. A. Hayek, The Constitution of
Liberty (Chicago: University of Chi
cago Press, 1960), p. 38.
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"solutions" rarely are offered in
rebuttal to the collectivist ap
proach. But it is this very un
planned quality of human freedom
and creativity which is the ulti
mate problem-solving device. New
problems exist in our society?
Then strike off the stultifying con
trols emanating from the coercive
exercise of centralized power, leav
ing men free to deal with these
problems (problems which, inci
dentally, in large part have their
origins in the very exercise of
coercive power which was original
Iy exercised in the name of solving
some other "problem").

The choice is clear. If all the
areas of individual creativity were
pre-empted by the planned, col..
lective society, our society would
face extinction. As the cartoonist
suggested when he depicted one
Russian bureaucrat speaking to
another, "When all the world is
communist, where will we get
wheat?" Where, indeed, will the
stuff of life be produced if the
dead hand of centralized control
ever perfects its grip upon our
society?

It is often admitted by advo
cates of the planned society that
freedom does produce material
gains. The complaint then leveled
against the free society is that
these material gains go only to
those most able to produce, leaving
the poor and the underprivileged

at the mercy of "exploitation."
Yet, it is in the voluntary and
benevolent actions of a free so
ciety that the individual citizen is
most capable of helping himself
and most readily helped by others.
It is the repressive effect of the
centralized state to curtail produc
tion and block the paths to self
improvement for those most in
need. Not only is Peter discour
aged from production when he is
robbed to pay Paul, but, in the
bargain, Paul is made the per
petual ward of the state.

Authority and Power

In reality, it is not the libertar
ian who is negative in his outlook.
Rather, it is the modern collectiv
ist who has lost faith in the peo
ple to pursue their own affairs
without coercion, control, and con
stant detailed direction. How,
then, may this corrupted and cor
rupting centralized power be
checked in our society?

Somehow, Authority and Power
must be separated. Medieval man
understood that Authority ulti
mately was God, while Power was
only a secular device. It is this
distinction that modern politics
fails to make. Thus divorced from
a proper view of human nature
and the human situation, the idea
of "man as God" and the accom
panying spread of coercive power
have grown steadily. Coercion, be-
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ing negative in effect, has caused
some men to oppose it.

But when man talks only about
"freedom from coercion," and does
not relate this to a total integrated
view of human nature, he remains
at the mercy of coercionists. The
coercionist has the plausible· argu
ment at his disposal that freedom
works in the abstract realm of
theory, but that certain immediate
goals can be reached by some
"beneficent" coercion. The anticol
lectivist who sees only "freedom
from" finds no argument to carry
the discussion from such short
range goals to the long-range view
of human existence in its totality.
"Freedom from," as a means of
achieving what the human spirit
can do, once free, is perfectly (~or

rect, yet unpersuasive until it is

used in pursuit of the long-term
goal of human existence, self-trans
cendence of the individual spirit.

Just as the coercionist remains
trapped on the short~term level in
economics, doomed to repeat his
basic mistake again and again,
the thinker who sees no greater
goal than "freedom from" will al
so remain trapped on the short
term level, doomed to carryon his
endless arguments about means
with the coercionist; he can only
escape when he moves beyond the
reach of the coercionist (where
force can never go) to recognize
the necessity for individual self
transcendence.

To limit power, man must rec
ognize a source of authority above
men: God. +



HENRY HAZLITT

latioD

IT IS not only the United States
that is troubled by inflation. The
disease is world-wide. And it grows
more virulent, not less.

This is made clear in a table just
published by the First National
City Bank of New York showing
the currency depreciation in 45
countries, last year and over the
last 10 years, as measured by cost
of-living indices.

The value of money declined
faster last year than in the decade
as a whole in 29 of the 45 countries.
For the 1956-66 period, the median
rate of depreciation of money in
the 45 countries was 3.4 per cent a
year, which means a loss of almost
a third of the purchasing power of
the currency in the full 10 years.

The American dollar lost 2.8 per
cent of its purchasing power in
1966. This was a greater deprecia
tion than occurred in many small

Copyright 1967, Los Angeles Times. Reprinted
by permission.
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or relatively impoverished nations,
such as Guatemala, Honduras, Aus
tria, and Nationalist China. Iran's
currency actually showed a slight
appreciation, the only one to do so.

This shows that neither small
size nor national poverty necessar
ily prevents a strong currency any
more than great size or national
wealth assures one.

Most of the worst currency de
preciations in 1966 occurred in
South America - 18.6 per cent in
Chile, 24.2 per cent in the Argen
tine, 31.8 per cent in Brazil.

The very worst depreciation re
ported for the year - 38.6 per cent
- was in Vietnam. The City Bank
by implication attributes this in
flation to a food shortage, espe
cially the "rice panic." Yet the
main explanation for the sharply
lower purchasing power of Viet
nam's money unit was the same as
everywhere else: the government
printed too much money.
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In late 1965 and early 1966 the
exchange rate of the Vietnam pi
astre was practically cut in half,
from 60 to the dollar to 118. The
qUAntity of Di~gtreg was increased
from 27 billion in 1964 to 48 billion
in 1965 and then to 65 billion in
1966.

At the end of 1966 the U.S. dol
lar bought only 84 per cent as much
as it bought 10 years before. On
the same 10-year basis of compari
son Belgium's currency bought on
ly 80 per cent as much, West Ger
many's 79, Switzerland's 78, Brit
ain's 74, Italy's 72, Holland's 71,
Sweden's 68, Japan's 66, France's
62, India's 57, Spain's 49, Chile's
10, Argentina's 6, and Brazil's
only 2 per cent as much.

There were a hundred alibis for
this depreciation, a separate set
for each country, but the real rea
son was everywhere the same: the
government printed too much
money.

Sometimes the excuse has been
a "scarcity of goods." This excuse
shows no correlation with what
happened. Guatemala certainly has
a relative scarcity of goods, but its

currency has not depreciated at all
in the last 10 years. In other coun
tries the index of production has
been soaring, yet the currency unit
continues to buy less.

"War" is a favorite alibi for in
flation, but the worst inflations in
the last two decades have been in
countries, as. in South America,
that have not been at war.

The truth is that inflation is al
ways an act of government. It is a
consequence of printing. too much
money.

Governments usually print the
extra money because they spend
more than they take in. And they
spend more than they tax and try
to live beyond their means because
they are entranced by the vision of
the welfare state.

This policy bears other seducUve
names - Expansionism, Growth,
Planning, and, in the United States
successively, the New Deal, the
Fair Deal, the New Frontier, the
Great Society. But it always means
inflation, depreciating money, a
further drift toward monetary
chaos. ~



BEN MOREELL

AMERICANS have been alerted
against an undefined "commu
nism." But many have not been
alerted against the specific meas
ures which, taken together, are
communism. So, unknowingly, they
accept the heart of the communist
doctrine, which is the enhance
ment of centralized state power
at the expense of the natural
rights of the individual; the right
to life, the right to liberty, and
the right to acquire, own, enjoy,
and freely dispose of one's hon
estly accumulated property.

Like most Americans, I began
by hating Russian communism be
cause it is an evil thing which
wars against the best in human
nature. Its followers invented a
new code of morality which ele
vates lying, murder, and treason

From Admiral Moreell's acceptance speech for
the Freedom Award of the Order of Lafayette,
Washington, D. C., May 27, 1967.
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into primary virtues, whenever
these are thought to further their
goals. They would deny our re
ligion, trample on our political
liberties, and put our economic
activities in a strait jacket. They
would stratify society into an
elite of brutality riding herd on
the rest of us. History shows that
wherever communists achieve
power they institute secret police,
slave labor camps, and despotic
control of every phase of human
life.

Recently, I undertook a study of
the Communist Manifesto of 1848,
to determine whether these evil
practices are an integral part of
their basic creed. That study led
to two important discoveries:
first, that the cruel methods and
despotic practices of communism
are essential to make their sys
tem function; and second, that
there is a remarkable parallel be-
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tween the ten planks of the Mani
festo and the things we have been
doing to ourselves during the past
half century! From my studies, I
concluded that since Marx ex
pounded his doctrine 119 years
ago, we Americans have adopted,
in some degree, every plank of
his platform; and this process has
accelerated markedly in recent
decades!

Communism with a "made in
Moscow" label is not popular in
America. It doesn't need to be,
if only we can be induced to ac
cept Marxism under some other
label. This we are now doing.
Similar things have happened be
fore as the great churchman, Dean
lnge, warned us:

History seems to show that the
powers of evil have won their great
est triumphs by capturing the or
ganizations which were formed to de
feat them, and that, when the devil
has thus changed the contents of
the bottles, he never alters the
labels. The fort may have been cap
tured by the enemy but it still flies
the flag of its defenders.

We Americans have been run
ning away from the spirit and
principles of our own Revolution
in order to embrace an alien pro
gram saturated with Marxism. We
are under the delusion that there
is some safe middle ground be
tween the idea of freedom, on the

one side, and communism on the
other. But the danger of the "mid
dle-of-the-road" position, as form
er President Hoover once re
marked to me, is that "you get
hit by the traffic in both direc
tions." If we are really opposed
to Marxism, there is only one place
to take a stand and that is with
freedom, which makes no compro
mise with communism, however
it may be disguised!

The great political scientist,
Wilhelm Roepke, architect of the
economic renaissance of West
Germany, stated:

We should stand for a free eco
nomic order even if it implied ma
terial sacrifice and even if socialism
gave the certain prospect of material
increase. It is our undeserved luck
that the exact opposite is true. More
important, the free economic order
is indispensable as the prerequisite
of liberty, human dignity, free choice,
and justice. That is why we want it,
and no price would be too high for it,
even if the communists would make
bigger and better washing machines.

A National Tragedy

It is tragic that we Americans
are so divided on this issue. Many
of us have failed to weigh the
philosopher's question, "If men
use their liberty in such a way
as to surrender their liberty, are
they thereafter any the less
slaves ?"
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We have casually surrendered
liberty in the economic sphere,
forgetting the old adage, "Whoso
controls our subsistence controls
us."

"Economic control," said the
economist Hayek, "is not merely
control of a sector of human life
which can be separated from the
rest; it is control of the means
for all our ends."

Slavery is commonly thought
of as ownership of one man by
another. But no slaveholder would
quibble about owning the man if
he can own the products of the
man's labor. A slave is a person
to whom economic freedom is de
nied. From this premise, the de
nial of all other freedoms follows.

The total tax "take" by all levels
of government is now in excess of
40 per cent of the national earned
income! This is a valid measure
of the erosion of our freedoms.

If the increasing power of the
centralized state does not frighten
us, then we get our ulcers from
some of its by-products: corrup
tion in high places, the growing
crime rate, juvenile delinquency,
indifference to our time-tested
spiritual, moral, and cultural val
ues, oppressive taxation, and a
succession of foreign crises from
each of which America emerges
bearing the onus of another "de
feat by appeasement."

It is pertinent to recall the

prophecy of the great English
statesman, Macaulay, in 1857. Ad
dressing himself to America, he
said:

Either some Caesar or Napoleon
will seize the reins of government
with a strong hand, or your Republic
will be as fearfully plundered and
laid waste by barbarians in the twen
tieth century as the Roman Empire
was in the fifth-with this difference,
that the Huns and Vandals who rav
aged the Roman Empire came from
without, while your Huns and Van
dals will have been engendered with
in your own country and by your
own institutions.

Recovery 01 Moral Values

Is there a way ahead which will
take us out of this morass? Is
there a way to recover the sanity
and balance which once marked
our life? I believe there is. But
it is not by means of political
legerdemain. It has been pointed
out by Dr. Ralph Hutchison, form
er President of Lafayette College:

Our common ideal is that these
laws of God, these rights of man,
these responsibilities of the individual
to the social order should be preached
and taught, but not otherwise forced
upon the minds and consciences of
the human race. "Go ye into all the
world and teach all nations," was
the last command of the Master. To
force men into ways of righteousness
by police powers, to legislate them
into social progress by laws, to brain-
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wash them from their evil ways, to
torture men to the confessional, to
hypnotize the social order with mass
psychiatry, to terrorize them into
discipline, was never the Creed of
~piritu.a.\ A-rner"i.ca. Education b-y con

viction has been our ideal. The teach
ing, persuading mission, we believe,
is the way of social reform.

I do not imply that there are
no problems peculiar to the eco
nomic and political levels. But if
men are not right at the deeper
level, in their understanding of
the nature of the Universe and
man's position therein, they can
tinker with economic and political
problems from now until dooms
day and still come up with the
wrong answers.

It is a case of putting first
things first, and the very first

thing is a rehabilitation of those
spiritual values which are basic
to the American dream.

"The God who gave us life,"
Jefferson observed, "gave us lib
erty at the same time."

We cannot defeat the forces of
evil if we feel compelled to adopt
their practices even though this
be done gradually, in increments
too small to arouse suspicion.

The final battle will be fought
in the arena of spiritual realities.
The forces of self-disciplined,
morally responsible individualism
will be arrayed against those of
atheistic, coercive collectivism. It
is my prayer that, in this Arma
geddon, Americans will be found
fighting on the side of a just and
merciful God. ~

Human Resources

BUREAUCRATS speak of developing "human resources" as if the

abilities of human beings were the property of the state. The

state, however, is the creature of human beings and exists for

the convenience of man, not man for the state. Rather, man is the

creature for which everything else is a resource. As the Scripture

says, "Thou hast put all things under his feet...." (Psalm 8 :6)

JAMES C. PATRICK

Decatur, Illinois



THE FRUIT OF COMMUNISM:

S~o CIALiS TIC
REDISTRIBUTIO

FRANCIS E. MAHAFFY

THE COMMUNIST REVOLUTION is
spreading apace over Asia, Africa,
South America, the Middle East,
and even our own land. This has
stimulated effective oratory and
well-documented books aimed at
alerting our citizenry to the god
lessness of the philosophy and the
bloodiness of the revolution at the
core of communism.

Sometimes, however, those who
denounce the violence of the com
munist revolution support the eco
nomic aims of the communists in
the redistribution of the wealth
by the power of the state and thus
give aid and comfort to the enemy
they are combating. Others - in
cluding an increasing number of

The Reverend Mr. Mahaffy has served since
1945 as a missionary of the Orthodox Presby
terian Church in Eritrea, East Africa.
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influential clergymen - recognize
that the economic aims of social
ism cannot be attained apart from
violence and so join in advocating
the bloody revolution.

Profound scholars have clearly
pointed out the economic fallacies
and follies of socialism but their
works have been neglected. Too
few see the relationship between
the philosophy of the communists
and their economic goals. Few
also recognize the fact that these
economic ends demand a philoso
phy of violence in order to attain
them. The communist threat to
our civilization makes it impera
tive that we deal both with the
underlying philosophy of commu
nism and also with its economic
end of redistribution. Only thus
may we be prepared to offer a
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viable alternative to communism.
Confusion exists as to precisely

what communism is and how it
differs from socialism. Karl Marx,
the father of BocialiBm, deBignated
his views "scientific socialism."
"Communism" was originally used
to describe the utopian state
reached after the economic fac
tors of production had so changed
man and his environment that
classes and conflict no longer ex
isted' the state had withered away,
and men 'lived in harmony on
earth. This was to be the final
synthesis arising out of the con
flict between the capitalists and
the working class. Socialism, which
involved an absolute dictatorship,
the dictatorship of the proletariat,
was to be a temporary and inter
mediary stage which would lead
to full communism. Communism
in this sense has never existed
and never will.

Marx and others, however, also
spoke of their revolutionary move
ment to effect socialism as com
munism. Communism today refers
essentially to the Marxist ideology
and may be described asa means
of inaugurating socialism. All
communists are socialists. Com
munist Russia is designated, "The
Union of Soviet Socialist Repub
lics." On the other hand, not all
socialists are communists. In fact,
many socialists vigorously repu
diate the open violence of the com-

munists. Also, communists gen
erally reject such socialists as not
true Marxists. Both, however,
agree in supporting the main end
of socjaUzation of the means of
production. Both want to abolish
(though there are degrees of thor
oughness of this abolition) pri
vate property, and substitute for
it state ownership in the means of
production.

Karl Marx, however, reached
his conclusions on the basis of a
specific philosophical position. This
basic philosophy has become the
driving force behind communism.
Some reject this atheistic, dialec
tical philosophy and yet support
socialism for other reasons; even
some Christians claim that it is a
system in accord with the Word
of God. Basically, the economic
ends of communism and socialism
are identical, though the underly
ing philosophies may differ.

The IIScientific Socialismll of Marx

Karl Marx was an atheist be
fore he was a communist. He said,
"Religion is the opi urn of the peo
ple. I hate all gods." The idea of
God and all religion was for him
the result of the attempt of people
to compensate for their own de
fects and weaknesses. This atheism
of its founder constitutes an in
tegral part of the communist teach
ing. In communist lands there is a
systematic attempt to stamp out all



564 THE FREEMAN September

religion, especially Christianity. At
particular times it may suit their
ends to let up temporarily on their
persecution, but even that is to
ward the end of weakening its de
fenses and promoting its final
destruction. Atheism is taught in
the government schools; other
schools are prohibited or drasti
cally restricted. The church is tol
erated or subverted and used to
advance the ends of communism.
Because communism is militantly
atheistic, there can never be a
modus vivendi between Christian
ity and communism for they are
two hostile religions. While Chris
tians tolerate atheists and con
sider it their duty to seek their
conversion to Christianity, the
communists seek the utter de
struction of Christianity.

This blatant atheism of the
communists helps explain the vio
lence of their activities. There is
no God to whom they consider
themselves responsible, no divinely
given moral code or law as the
norm for acceptable ethical con
duct; whatever promotes the ends
of the communist cause is moral.
This rejection of Christian moral
ity and all God-given standards
accounts for the fact that one can
not deal with a communist or a
communist nation as he would
with a person or nation where God
is feared. When the nations learn
this important truth, there will

be fewer unholy alliances with
such godless powers.

Dialectical Materialism

Karl Marx also based his social
istic views on dialectical material
ism. Unlike the philosopher, Hegel,
who was an idealist and advocated
a spiritual monism, holding that
reality was spiritual in nature,
Marx held to a dialectical mate
rialism, contending that reality
was material. Hegel taught that
God reveals himself in history in
a dialectical process. One histori
cal movement constitutes the the
sis which gives rise to its con
flicting antithesis. Out of this con
flict emerges the synthesis which
takes that which was valuable in
the thesis and antithesis and
forms a higher stage of the mani
festation of the Absolute. Marx
adopted a dialectic explanation of
history but held that the thesis,
its antithesis, and the synthesis
which arose from their conflict
were the result of material eco
nomic factors. The culmination of
history for Marx and the com
munists would be the result of the
antithesis between the capitalists
and the workers which would
erupt in a violent bloody revolu
tion which would in turn usher in
the synthesis of socialism. This
dialectic underlies all their think
ing.

Dialectical materialism, in its
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denial of God and assertion that
all is matter, in reality sets up an
idol god. Man is the highest form
of matter and the communist
state the highest expression of his
material brain. Thus, God is re
placed by the state. This state be
comes the recipient of the honor of
the citizens and the absolute mas
ter of their lives, though there is
no logical reason whatsoever why
the dictator and his cohorts who
constitute the state should be a
higher manifestation of matter
than any individual within that
state. This state grants to the in
dividual slaves under its rule the
right to live. It controls all prop
erty and parcels it out according
to its own whims. Thus, the state
becomes the father and God to the
subject. It is not a crime in Rus
sia or Red China for the state
to slaughter millions of people
who are deemed to interfere with
the progress to socialism. The
state becomes God. Atheistic com
munism is in a real sense a reli
gion, albeit the diabolical religion
of state worship.

Economic Determinism

Closely related to dialectical ma
terialism is the doctrine of eco
nomic determinism advocated by
IVlarx. Man's life, his thoughts,
hig c]~gg, ~nd even hig religion are
determined by his economic en
vironment. Such a concept logi-

cally would destroy all responsibil
ity. vVithout responsibility man is
no longer man. Yet communism
holds men responsible, not to God
or to a divine law or norm, but to
the Communist party and state.
They have no right, however, on
their own premises, to hold men
whose thoughts and even religion
are determined by their economic
environment responsible to any
other man whose thoughts and
Iife are also economically deter
mined.

The Marxian and communist
philosophy is also characterized
by a utopian idealism. There is no
room in the system for this id~al

ism, yet this is the end toward
which the dialectical process re
lentlessly drives with the irresist
ible force of an inviolable logic.
In this classless and conflictless
society, human nature is so rad
ically changed by the material
factors of production that all is
well. Marxian idealism pictures
a material heaven on a material
earth with men who are no more
than matter living together in
perfect peace and harmony. Yet,
a heaven without God, without
morality, and with no hope of
anything but the dust at death
is in reality a picture of hell.

The institution of the family
on which our civilization has been
built has no place in the com
munist society. This godless phi-
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losophy denies all Christian morals,
approves mass murders and the
perversion of sex. Deceit, thefts,
and blasphemies form a part of
this vicious system. Surely, no
Christian could for a moment sup
port it! To describe it, and this
description accords with the de
scription of the communists them
selves, is sufficient to condemn it.
Communism is built on a philoso
phy antithetical to the principles
upon which our civilization has
been built. Should this philosophy
prevail, that civilization cannot
endure for long.

Rejection 01 Moral Absolutes

The economics of the welfare
state socialists is not significantly
diverse from that of Karl Marx.
Whether consciously so or not,
both spring from an underlying
philosophy which denies moral ab
solutes. This philosophy mayor
may not be Marxian; in either
case it substitutes for the Moral
Law of the Creator a relativistic
standard of man. When leading
churchmen adopt the philosophy
of violent revolution to attain
their redistributionist ends, their
underlying philosophy closely re
sembles that of Marx. Both <re
ject the right to private property
and thus the right to life.

Marx's tome, Das Kapital, deals
with economics. Marx did not like
the way he found wealth distrib-

uted and proposed the solution,
"From each according to his abil
ity; to each according to his need."
The rationale for his objection to
the distribution of property he
found in his labor theory of value,
surplus value, and exploitation by
the capitalists of the .working
class. He contended that the value
of a product was determined ex
clusively by the labor that went
into it. The capitalist who hired
the laborer, on the other hand,
refused to pay him the full value
of the product but retained "sur
plus value" for himself in the
form of profits. Since the laborer
was not getting his due from his
employer, a conflict necessarily
arose. The solution to this con
flict, according to his dialectic, lay
in the revolution of the exploited
laboring class against the cap
italists which would result in the
dictatorship of the proletariat and
the eventual communism of the
classless society.

It has been clearly demonstrated
(see Bohm-Bawerk's Capital and
Interest and Ludwig von Mises'
Socialism, as examples) that
Marx's theory was erroneous.
Marx made the serious mistake
of failing to take into account the
time element in production. What
he demanded was the present value
of a product which would not be
finished until later. Also, he erred
in his idea that labor was the sole
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source of value. He selected his
data to "prove" his case and ig
nored a vast amount of data that
refuted it. Such biased selection
and manipulation of data char
acterized much of his writings.

Once, in the midst of a blister
ing African desert on the backs of
plodding camels, my co-worker and
I came to the unhappy discovery
that the guide we had hired for
the trip had never previously seen
that country. Uncertain of when
or if we would reach a source of
water, our meager supply sud
denly increased in value. We would
not have exchanged our jerry tin
of water for the price of a camel.
Value, contrary to Marx, does not
reside in the object itself as the
product of labor-hours but is sub
jective; it is what the prospective
buyer or seller is willing under
the particular circumstances to
give up in exchange for the object.

Savings Benefit Laborers

In the United States and other
countries where between 85 and
90 cents of each dollar a product
realizes goes to the laboring man
who helped produce it, it can
hardly be said that the laborer
has been exploited. It is often
ignorance of the percentage the
laborer actually receives that leads
to this conclusion. Besides that,
much of the remainder goes to
purchase better machines and to

build up the business which will
result in cheaper products and
more people employed. About $20,
000 has been invested to provide
for each job in our land.

This is something radically dif
ferent from the concept of ex
ploitation condemned by Marx and
the socialists. The reason wages
are lower in many parts of the
world is because there is a lack
of capital invested to provide the
tools for production on the farms
and in the factories. This capital
must come either from the savings
of the people or from outside in
vestment.

To have to depend solely on sav
ings is a slow painful process ac
companied by much suffering, long
hours of work and low wages for
a long time until sufficient capital
is accumulated. This accounts for
the suffering, child labor, and
long hours of hard work in Eng
land in the early days of the In
dustrial Revolution. There was no
other way at that time to trans
form an economy from a more
primitive form to a more ad
vanced industrial economy. This,
and not exploitation, accounted for
much of the suffering in those
days.

The other method to hasten the
transformation from a primitive
to a more advanced industrial
economy is by the investment of
foreign capital. This, however, re-



568 THE FREEMAN September

quires honest and stable govern
ment, lack of oppressive taxes, a
reasonable hope for profits along
with the conviction that there will
not be government expropriation
of the factories or of the profits
of the investors. The lack of such
conditions largely accounts for the
continued low standard of living
in many parts of the world. Yet,
communism and socialism prevent
the formation of capital by their
ideas of redistribution. The philos
ophy of socialism keeps the world
in a state of poverty, war, and
chaos.

Privilege Based on Coercion

The end of communism and also
of socialism is the redistribution
of property by the coercive power
of the state. The communists pro
pose to effect this by violent revo
lution which aims at bringing the
whole world under the iron heel
of communism and reduces men to
slaves of the dictator. The high
concentration of power necessi
tated by the pursuit of this objec
tive almost certainly and ironically
precludes the attainment of this
end; hence, communism in reality,
by eliminating one class, substi
tutes for it a privileged class. This
class attains its privilege, not on
the basis of its merits or the will
of the people, but by violence.
Hence, the inevitable tyranny of
communism.

The more moderate socialists
reject such open violence but seek
the same ends by more peaceful
means. Yet, let it never be forgot
ten that the difference is only a
matter of degree; there is no dif
ference in principle.

The socialist program calls also
for violence, though less naked
violence than that of the com
munists. The communists annihi
late the opposition; the socialists
merely confiscate their property.
Both lead, at different paces, to
the absolute dictator, for the so
cialist redistribution cannot be ef
fected apart from the dictator. So
cialism requires that the distri
bution of the wealth be according
to a single plan-one man's will.
This can be effected only by force,
or the threat of force, which is the
same thing.

It is naive in the extreme to
think that the economic control de
manded by communism and so
cialism will not also include con
trol of the Iives of the people.
Freedom of religion, travel,
speech, and political freedom are
inseparable from economic free
dom. Control the economy, and you
effectively control the lives of the
citizens. Economic freedom means
the freedom to seek to satisfy
one's material needs. Economic ac
tivity consists essentially in the
scaling of our wants to determine
which ones have priority. This
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scaling, however, is related always
to our ultimate ends; hence, eco
nomic activity cannot be isolated
from the spiritual realm.

The soctaHst control of. the econ

omy involves the control of man's
basic freedom of religion and of
expression. The press is controlled
by the control of property such as
buildings, type, and paper. Re
ligion is controlled by regulating
the use of church buildings, reli
gious publications, transportation,
and taxes. The pulpit and its mes
sage are controlled by economic
restraints on those who oppose the
communist ideology. Minds are
directed by prohibiting the use of
books not approved by the govern
ment, by making all education
state education, and by providing
lucrative jobs for those who follow
the party line. The socialist state,
as Great Britain discovered, in
order to effect socialism has also
to control labor. Workers are not
permitted freely to move or to
change jobs. Even today, adver
tisements in British publications
are restricted in order to prevent
highly trained men from leaving
British soil for more lucrative
employment abroad.

Once you give to the state the
ownership of the means of produc
tion, as socialism demands, you
have given it the power which if
fully exercised will result in com
plete control of the lives of the

people. The communists recognize
this and openly advocate the abso
lute dictator. Socialists try to
avoid the implications of their
position; they strive for economic
control while retaining a sem
blance of religious and other free
dom. The logic of this position,
however, inevitably leads the fol
lowers of both camps down the
same road to slavery; except that
the communists arrive there sooner
than the socialists. Their early ar
rival makes it easier for them
to eliminate the socialists and
others who refuse to accept the
full implications of the communist
position.

A Distortion of Justice

The stated end of socialism of
the communist and noncommunist
types is the increased welfare of
the people through forceful redis
tribution of the wealth by govern
ment. The means chosen to effect
this end, entirely apart from the
obvious moral issues involved, are
incapable of effecting the desired
goal. It is as though a tribal chief
from Africa should set out by mule
to reach New York. His intentions
might well be the very best; the
fact would remain, however, that
the method chosen to achieve his
end was inappropriate.

The confiscation and redistribu
tion of property in socialism can
never effect improvement in the
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general well-being of the masses,
as has been amply demonstrated
wherever socialism has been tried.
Socialist states exist today because
their bankrupt economies are bol
stered by the largess of the capi
talist countries. Eliminate that
aid, and socialism will die. It will
either be replaced by a freer so
ciety or revert to primitivism and
starvation.

The socialism of Russia and of
the welfare states involves coer
cive redistribution and thus neces
s"itates the imposition of the will
of one man upon another. The rule
of law is replaced by the rule of
man. Right becomes what the
leaders or rulers in the state judge
to be the proper distribution. This
is a radical perversion of a justice
which regards all men alike under
the law. Just as it is theft for the
individual to steal, so it is theft
for the state to redistribute. J us
tice is blind. It has no respect to
the person, wealth, position, race,
sex, or learning of the individual.
Perversions of this Christian con
cept of justice lead to advocacy of
socialism. Socialism by its nature,

denies the validity of such a con
cept of justice and substitutes for
it the rule of the strong man who
defines right and wrong by his
own concept of who ought to re
ceive what. Socialism, in itsef
forts to make men economically
more equal, must treat them un
equally, taking from some to give
to others. It is acceptance of this
distortion of justice which leads to
the moral decay and increasing
violence in the world. Those who
support socialism thereby contrib
ute to the rotting of the moral
fiber of our nation.

Not only is it necessary to reject
the underlying godless philosophy
of communism; it is just as im
perative that we reject the eco
nomic principles of socialism. Both
deny the right of the Creator to
set the norms of conduct in his
creation. Marxism is character
ized by a professed atheism; so
cialism by a practical atheism.
Those who adopt the redistribu
tionistprinciples of socialism have
thereby forfeited their right to
condemn the philosophy of vio
lence of the communists. ~

False Freedom

THERE is an important difference between having freedom and
having "free" goods and services. Whenever goods and services
are "free," the people aren't. The government which gives goods
and services for nothing must force people to work for nothing.

J. KESNER KAHN
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STALEl.V..[ATE
IN KINGSPORT

SYLVESTER PETRO is a teacher who
knows the ins and outs of labor
law, and he has written many first
rate books and articles about the
place of unions in a free society.
But, as he says, most of his ear
lier work could have been done in
a study and a law library. His
latest book, The Kingsport Strike
(Arlington House, $5.00), repre
sents a "new Petro," for much of
it consists of material gathered
on the spot in the Appalachian
town of Kingsport, Tennessee,
either on the picket lines of the
five unions which have been strik
ing the Kingsport Press since
1963, or in union halls, restau
rants, homes, or the offices of ex
ecutives. What we have here is
Petro, the reporter (and a very
good one), in addition to Petro,
the legal philosopher.

Petro has tackled this particu
lar job of reporting with a mind
singularly free of cliches. Although
it was apparent to him almost
from the start that it was a par
ticularly stupid strike, he ap
proached the strikers as human
beings who have the normal hu
man attribute of pride, which can

make people persist in ineffectual
action for the noblest of motives.
In the same even-handed way he
resisted categorizing workers who
decided to go back to the shop
and who crossed the picket lines,
or who took the jobs of last-ditch
strikers, as "scabs" or "rats." He
capped all this by putting the
hardest of questions to the Kings
port Press management, and to
those among the national officers
of the five unions who were will
ing to talk with him. The book
grows out of recorded conversa
tions and eye-witness descriptions.
So direct and circumstantial is
Petro in his reporting that the
reader must believe him when he
says, in conclusion, that the Kings
port strike was a vast mistake
which a majority of the workers
at the press did not desire. It has
been kept going by the national
leadership of the printing trades
unions for reasons which have
very little to do with local desires
in the Kingsport, Tennessee, area,
which happens to be an island of
comparative affluence in a moun
tain region which qualifies gen
erally as a depressed area.

571
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Acting Without the Facts
What were the reasons given

for the strike in the first place?
Petro talked with Jack Rhoten, a
pressman who was still out in
1965, two years after the strike
had been called. Jack had been
making at least $10,000 a year in
top day-shift pay, overtime, fringe
benefits, and the profit-sharing
plan. He had listened to some of
the men who were upset over pro
motions, but he himself had no
gripes at all. He loved his work,
and to the very end he was con
vinced that there would be no
strike. He explains the 500-to-30
strike vote as one that was "in
tended only to give the union a
firmer bargaining position." Pet
ro's suspicion is that Jack Rhoten
was among the thirty who opposed
giving the leadership a blank
check, though he never could bring
himself to ask Rhoten how he had
voted. Jack Rhoten despises those
who agitated vehemently for the
strike before it started and then
went back to work, but he does
not resent the return to work of
those who never wanted the strike
in the first place. Petro surmises
that Jack has stayed out himself
because he shrinks from "the sus
tained act of living as a 'scab'
in a community in which a large
proportion of his acquaintances
either stood on the picket line or
had family members there." In

other words, Jack Rhoten is
trapped by an attitude that dates
back to an era in which unions
were few and weak and needed
to cultivate the idea that, like a
nation, they were entitled to loy
alty no matter what they did.

Charlie Heffner, the former pro
fessional ball player, would never
have complained over money any
more than Jack Rhoten. But he
had listened to union leaders who
were spreading the rumor that
the company was going to try to
strip the older men of benefits
acquired through seniority. Char
lie had been working nights for
thirteen years, and he was in line
for a steady day job. So, out of
fear and anger over the prospect
of losing seniority, he went out
on strike "full of conviction." He
was one of the noisiest among the
pickets, bolstering morale "like a
shortstop keeping the chatter go
ing to raise his own and others'
spirits."

To augment his strike benefits
he did a good deal of baseball
umpiring, going as far afield as
Allentown, Pennsylvania. One day
an old high school friend in Allen
town who ran a print shop asked
Charlie what he had been making
in Kingsport. When Charlie said
that he often made $11,000 a year,
and when he explained about the
profit-sharing plan, the friend
said, "What the hell are you
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striking about?" "That," said
Charlie, "shook me· up." He was
even more shaken - in fact, he was
virtually torn loose from his union
moorings - when he found out that
at the very time when the union
leaders were telling him that he
was in danger of losing seniority
privileges, the president of the
Pressmen's Union and the manage
ment of the Kingsport Press had
already jointly initialed a new
seniority agreement. "I trusted
them," said Charlie of his leaders,
"and they lied to me." So Charlh~,

always a man to stand on his own
feet, stopped picketing and, after
much soul searching, went back to
his job. Fraud, he argued, releases
a man from any contract, even one
with his union.

Outside Interference

After many talks with the Jack
Rhotens and the Charlie Heffners,
and with Kingsport Press manage
ment people like Ed Triebe, the
company president, and Cliff
Fritschle, the vice-president for
industrial relations, Petro was con
vinced that local conditions were
not enough to justify the strike.
There had obviously been some
failure of communication between
management and the workers in
the shop. And there was the con
viction of Anthony J. DeAndrade,
the national president of the
Pressmen's Union, that the Kings-

port Press represented unfair com
petition to firms in New York City
and elsewhere in the North, which,
supposedly, had higher labor costs.

As to the failure of communica
tions, Petro comments on this in
his concluding chapters. The great
General Electric Company, follow
ing the policy of its famous vice
president, Lemuel Boulware, had
long had an effective employee
communications program. But
"Boulwarism" ran afoul of a de
plorable ruling by the National
Labor Relations Board which ac
cused GE of "unfair labor prac
tices" in talking directly with
workers. Direct communications,
said the Labor Board, amounted to
"bargaining with the union
through the employees" rather
than "with the employees through
the union."

Congress, of course, had never
intended to trample on an employ
er's right of free speech (it had
only forbidden threats and prom
ises), but the obvious NLRB in
fringement of the First Amend
ment to the Constitution is, ridicu
lously, the law and will remain the
law until it is reversed by a court
of appeals. The point, insofar as
the Kingsport Press management's
failure to explain things to the
men in the shop goes, is that if
Cliff Fritschle, the Kingsport vice
president for industrial relations,
had adapted "Boulwarism" to local
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Tennessee conditions, he would
have been guilty of "unfair labor
practice."

Wage Rates Were Competitive

As for the Pressmen's Union
President Anthony DeAndrade's
contention that the Kingsport
Press must be struck in order to
bring local labor costs into line
with those in other sections of the
country, it turns out that "DeAn
drade .i ust didn't do his home
work." Petro discovered that
Kingsport Press wage rates were
higher, at the time of the strike's
beginnings in 1963, than rates paid
by similar plants in Bay City,
Michigan, Brockton, Massachu
setts, Cedar Rapids, Iowa, Read
ing, Pennsylvania, and many other
towns and cities both north and
south of the Mason-Dixon Line.
The "pure wage rates" paid to
printing trades workers in New
York, Detroit, and San Francisco
were higher than the Kingsport
rates, but in San Francisco, for in
stance, both day shift hours and
overtime were so limited that the
weekly take-home pay of a San
Francisco pressman was less than
the total pay of many pressmen in
Kingsport. The contention that
"low Kingsport wages" menaced
New York printers falls to the
ground when we discover that total
labor costs in Kingsport were on
the high side, and that there were

many other cities, all larger than
Kingsport, with lower wage rates,
some very much lower.

Hindsight, says Petro, estab
lishes "that the strike should nev
er have been called in the first
place, and that the longer it went
on the stupider it became." But,
with the NLRB to back them up,
union leaders persist in stupid
strikes because they know that,
with government help, they can
win. ~

~ THE SOCIOLOGICAL TRADI

TION by Robert A. Nisbet (New

York: Basic Books, 1966), 349

pp., $7.95

Reviewed by Gary North

IN 1953, Oxford University Press
released Professor Nisbet's study,
The Quest for Community (now
titled Community and Power), a
book which has become a classic
in sociology and intellectual his
tory. In it, Nisbet explored the
effects of the Industrial Revolu
tion and the French Revolution on
European social and intellectual
life. The loss of the sense of com
munity, the disappearance of local
ties, the collapse of traditional re
ligious institutions, and the aliena
tion found in modern urban life
all combined to isolate the individ
ual. The result, Nisbet argued, has
been the quest for community
which has given us modern radi-
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cal movements like Marxism, Naz
ism, and mass democracy.

The Sociological Tradition re
turns to many of the same themes.
Nisbet has selected the years
1830-1900, since he believes that
the foundations of modern socio
logical theory were laid in this
period. He takes five basic themes
- community, status, authority,
alienation, and the sacred - and
examines the treatment given to
each by the major sociologists of
the time: Tocqueville, Marx,
Durkheim, Simmel, and Weber.
Where relevant, he also discusses
the contributions of other think
ers, e.g., Fustel de Coulanges, Fer
dinand Tonnies, Comte, and Le
Play.

It is the author's thesis that
great periods of intellectual cre
ativity come during epochs in
which a transition is made be
tween two major cultures. Fifth
century Athens would be one ex
ample, at least in the areas of
philosophy and drama. Nisbet
calls 1830-1900 a "minor golden
age" which resulted from the col
lision of traditional European cul
ture with the "two revolutions" 
the industrial and the French. All
three streams of nineteenth cen
tury thought - conservative, lib
eral, and radical - found their
focus in the effects of modernism
on the old Europe.

The book is a detailed study of

the writings of these early socio
logical thinkers, and as such it is
enlightening and cogently organ
ized. Beyond this survey, however,
the r~ader is impressed with the
profo~nd changes that modernism
has brought to Western culture,
and the terrible problems that
face us. How can we find a meas
ure of freedom in a world which
is experiencing the total bureau
cratization described by Weber, or
the expansion of egalitarian pow
er which Tocqueville analyzed?
How can modern men find meaning
in a world so secularized that con
temporary scholarship has reject
ed the quest for meaning as mean
ingless? How can society escape
the "polar night of icy darkness
and hardness" foreseen by Weber?
Marx appealed to a total revolu
tion which would bring social sal
vation through a regenerating
chaos, yet even he ignored the vast
problems which would confront
the builders of a post-revolution
ary world.

Nisbet does not attempt to
answer these questions. But at
least he has shown how these is
sues were handled by the found
ers of the sociological tradition,
and how their various contribu
tions have established the frame
work for twentieth century so
cial science. While this book is
more limited in scope and intent
than The Quest for Community,
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and therefore less likely to have
a comparable impact in the aca
demic community, it is neverthe
less a useful and even eloquent
study of the sociological issues
which concerned nineteenth cen
tury thought. The same problems
are with us today, intensified by
time and compounded by the com
ing of totalitarianism. In socie
ties that minimize men's imme
diate and personal responsibility,
how can men retain personal
freedom? In a society which
scoffs at the search for meaning,
what can one expect besides the
continual quest for power? ~

~ FREE MARKETS OR FAMINE.

Edited by V. Orval Watts, Ph. D.
(Midland, Mich.: The Pendell Co.,
1967) 582 pp., fully indexed, $9.50.

Reviewed by Henry Hazlitt

THIS IS a collection of 63 readings
on economic. subjects from 41 au
thorities. It contains articles on
the Industrial Revolution by Lud
wig von Mises, on automation by
Yale Brozen, on property rights
by Murray N. Rothbard, on mo
nopoly by Hans F. Sennholz, on
labor by Sylvester Petro, on urban
renewal by Martin Anderson, on
the TVA by Dean Russell, on the
farm problem by Karl Brandt, on
half a dozen subjects by Professor
Watts himself.

Most of the second half of the
volume is drawn from material
published by The Foundation for
Economic Education.

The editor's immediate purpose
in preparing this volume was to
provide supplementary readings
for economic courses at North
wood Institute in Midland, Michi
gan. Let us hope it will be used in
many more colleges. A compre
hensive textbook on economic prin
ciples is indispensable; but a vol
ume of this sort, by numerous au
thorities on special subjects, is
hardly less so, not only to put flesh
and blood on an abstract theoreti
cal skeleton, but to supply the au
thoritative detailed information in
a score of fields that no single
writer today can hope to command.

It is an added virtue of Dr.
Watts' anthology that the selec
tions are not made with the aim of
presenting "both sides," or "all
shades of opinion," but for the
purpose of promoting a true un
derstanding of the principles of
capitalism, of the workings of the
free market, of the necessity for
limiting government and preserv
ing individual liberty. For the
purpose of making this under
standing comprehensive, many of
the selections are studies of the
dire results which coercive inter
vention, however well-intentioned,
has produced in one place after
another where men have tried it.
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