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DEAN RUSSELL

SPEAKMAN tOO

Progress: Planned and Unplanned

RUSSIAN COMMISSARS and Ameri
can businessmen have two com
pelling objectives in common. They
desire the well-being of their fami
lies and success in earning their
livings. Those are universal incen
tives, deeply ingrained in the basic
nature of human beings every
where.

No lasting society can be devel
oped on a principle that prevents,
or even seriously hampers, a per
son from favoring his family (or
clan or tribe) over all others, or
looking first to his career ahead
of yours.

That's why communist theory

Dr. Russell was for many years a member of
the staff of the Foundation for Economic Edu
cation and currently heads the Department of
Economics at Hillsdale College in Michigan.

applied as a complete economic
and political system can never
work in practice. It is based on a
concept of morality that is not in
harmony with human nature. The
communist slogan of selfless equal
ity, "From each according to
ability; to each according to need,"
is simply not how human beings
in general feel about other human
beings. Man worries first about
his parents and his children and
his job, in Russia as elsewhere.

We continually repeat the cliche
that "man is imperfect." But we
don't really believe it. For we still
follow the utopian schemers whose
"perfect" plans depend. upon per
fect people. Actually, since man
really is imperfect, no planner can

259
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even define perfe"ction. He can only
express personal preferences.

In the real world, man must first
be interested in himself; other
wise, he wouldn't even be alive.
Success in his own job, whether he
is a clerk in a store or a cleric in
a church, comes first. But that uni
versal characteristic of human na
ture is good, not bad. For if min
isters and priests and rabbis were
not first sincerely interested in
succeeding in their chosen careers,
they couldn't be of any real help
to you and me. Unless they rec
ognized a primary obligation to
their own families, we would be
foolish indeed to trust them with
ours.

This interest in self and family
(in mos~ countries, "extended
family") has been the basis of
whatever civilization we have been
able to develop and maintain. And
this human desire to "get ahead"
and to help our children do well is
still the mainspring of human
progress. It isn't that we emo
tional human beings don't love
other children and want to help
them - indeed we do! - it is just
that our own children come first.
We simply do not operate on the
instinctive ant level of "one for all
and all for one."

Attuned to Reality

The people who base their polit
ical. and economic systems on

these fundamental motivations of
man - self, family, and the accu
mulation of material possessions
to sustain and advance them - are
acting in harmony with reality.
Thus, they are the people most
likely to develop a government and
economy (a society) wherein every
child has the greatest possibility
of developing whatever peaceful'
ambition he may have.

So, let us not deny man; but let
us acknowledge him and his na
ture - and use his own selfish am
bitions as the mechanism to ad
vance society in general. How can
that be done? Well, the economist
and philosopher, Adam Smith, ex
plained the procedure in his fa
mous book that was published in
1776, The Wealth of Nations.

Smith observed that merchants
and manufacturers try to organize
production in such a manner as to
create services and products which
will give them high profits. "[The
producer] intends only his own
gain, and he is in this, as in many
other cases, led by an invisible
hand to promote an end which is
no part of his intentions. . . . By
pursuing his own interest he fre
quently promotes that of society
more effectually than when he
really intends to promote it."
Smith was referring primarily to
jobs and to mass-produced goods
and services at low prices.

It is self-interest - the human
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desire to secure goods and services
for himself and his family - that
causes the producer to go into
business in the first place. If
peaceful competition is preserved,
and fraud is forbidden, there is
only one way that producers can
get the products and services
(money) they want from us. They
must compete with each other to
supply products and services we
consumers want. And, obviously,
they must offer them at prices we
can pay. In a voluntary exchange,
the producer and consumer each
would rather have what he is get
ting than what he is giving up.
Thus, the position of each is auto
matically improved by the ex
change. That procedure is firmly
based on human nature, and thus
it offers the most direct path to
desired material progress - the
building of hospitals, churches,
and schools, as well as the provid
ing of good jobs and sound medi
cal and retirement programs.

A Century of Progress:

Family Plan

Recently, I encountered still an
other example of the reality of this
benefit that comes to society be
cause man is interested first in his
own career and family. I was in
Wilmington, Delaware, for the
annual meeting of the Curran
Foundation. A fellow-trustee, Wil
lard A. Speakman, Jr., Chairman

of the Board of the Speakman
Company, told me that his firm is
celebrating its centennial.

I expressed interest in the story
of 100 years of progress by a small
family-owned company that com
petes with several large companies
in the field of plumbing fixtures
and safety equipment. Naturally,
I was then invited for a quick tour
of the plant!

During our tour, Bill Speakman
explained that the enterprise be
gan in 1869 when his grandfather,
Allen Speakman, saw the need for
skilled gasfitters and steamfitters.
In due course, Allen's son, Wil
lard Allen Speakman, became head
of the company. Next, his son (my
host) became president. And now
the fourth generation, Willard A.
Speakman, III, holds that position.

The traditional American dream
of "going into business for one
self" has been tried by literally
millions of free Americans. Most
of them failed, quickly and com
pletely. But whether any new
business fails or succeeds is of no
particular importance to you and
me. The vital issue for us is that
everyone shall be free to try; there
must be no law or tradition that
prevents you and me from starting
a business that just might be
carried forward by our children
and grandchildren for a century
and more.

Those were the thoughts that
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filled my mind while my host was
explaining to me the hydraulic
principle behind the Speakman
shower head. I'm not an interested
student of hydraulics. I was inter
ested, however, in Bill's explana
tion of how his company manages
to survive among its large com
petitors.

He claims that a primary rea
son for the continued existence
and growth of the Speakman Com
pany is that its customers know
that the firm is family-owned and
that the family will go to great
lengths to protect its reputation.
"Some of our products are, of
course, superior to those of our
competitors," he said. "But our
customers can still choose from
several good manufacturers. That's
why we stress integrity and serv
ice as much as we stress the qual
ity of the product we sell."

The most important information
I got from my tour and conversa
tion is that the company employs
500 persons at competitive wages

and without reference to creed or
color or politics.

I asked Bill why he had hired
those persons. He concluded his
lengthy answer by saying, "Actu
ally, when all is said and done, we
hired them because we needed
them."

I know. As Adam Smith ex
plained it long ago, the producer
"intends only his own gain," but
the result is that he promotes the
interest of society "more effectu
ally than when he really intends
to promote it."

The Speakman Company molds
brass into plumbing fixtures for a
profit; it doesn't interfere in the
lives of its employees. The would
be dictator deplores such "selfish"
materialism; he wishes to mold
human beings into a better society
for the benefit of all.

Happy centennial, Bill, and I
hope that the Speakman Com
pany is still going strong when
the fifth generation is ready to '
take over. ~

Reprints available, 3 cents each.

Achievement

THE INCREASE in per capita consumption in America as compared

with conditions a quarter of a century ago is not an achievement of

laws and executive orders. It is an accomplishment of businessmen

who enlarged the size of their factories or built new ones.
LUDWIG VON MISES, Planned Chaos



GARY NORTH

URBAN RENEWAL
and the Doetrine 01 Sunk Costs

ONE OF THE MOST frustrating ex
periences in the area of economic
reasoning is to explain in detail
why a particular government wel
fare project is economically un
sound and therefore wasteful of
scarce resources. After giving as
sent to point after point of the
argument, the listener refuses to
accept the logical conclusion that
the project should be abandoned:
"But we can't stop now. We've
already sunk too much into it. If
we stop now, it would mean that
we've lost everything!" On the
face of it, this answer seems con
vincing. So, how does one deal
with it?

Take, for example, the urban re
newal program. It has been in
operation for two decades, and

Mr. North is a Ph.D. candidate in history at
the University of California, Riverside.

apparently is a permanent and ex
panding part of the expenses of
the Federal government. Its spec
tacular failure to accomplish its
stated goals - to provide inexpen
sive housing for low-income
groups - has been thoroughly ex
plored in Professor Martin Ander
son's study, The Federal Bulldozer
(M.LT. Press, 1964). We can
ignore here such aspects of the
program as the destruction of com
munity bonds which relieve the
alienation of urban life, the in
evitable result of tearing down old,
familiar neighborhoods. We need
only point to the conclusion of
Professor Anderson: "Most of the
new buildings constructed in
urban renewal areas are high-rise
apartment buildings for high in
come families; only 6 per cent of
the construction is public hous-
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ing." This fact is amply demon
strated: "The median monthly
rent of the private apartments
built in 1962, which mainly re
placed low-rent housing, was
$195." The program has aggra
vated the housing shortage for
these low-income groups by evict
ing them from their present resi
dences, forcing them to compete
for the remaining available space
in other neighborhoods. Since the
new accommodations are those
that were passed over by these
people, voluntarily, before they
were forced to move, the conclu
sion is obvious: these people have
been coerced by the Federal gov
ernment to accept living condi
tions that are less satisfactory to
them than those which they pre
viously had occupied.

Between 1950 and 1960, over
125,000 dwellings were destroyed
under the auspices of the urban
renewal program. Only one-fourth
of these have been replaced, and
most of these are high-rent units.
Professor Mises' warning that
state interference into the opera
tion of a free market is likely to
produce exactly the reverse of
what the planners originally ex
pected is aptly demonstrated by
the urban renewal program. It has
involved a multibillion-dollar sub
sidy, as Anderson's book shows, to
"upper income people and a few
elite groups." Who paid for the

subsidy? Those of us whose taxes
went to financ·e the proj ects, and
those millions of urban poor who
were forced to leave their homes
by the administrators of the urban
renewal program.

Anderson's recommendation is
that we phase out the whole pro
gram. Let the projects now under
construction be completed, but no
more. He is aware of the reality
of today's politics: the public
would not tolerate the program's
demise before present projects are
finished. Half-completed empty
buildings are a standing testi
mony to failure; neither the public
nor Federal planners are likely to
accept the implications of that
failure. Yet, from the point of
view of economic reasoning, those
buildings should not be completed
at all. At best, they will only bene
fit special elite groups that can
afford other housing; at worst,
they will result in actual economic
losses, when· rents fail to repay the
original investment. Why should
the public be unwilling to grasp
this basic economic fact? Why
should the public prefer to waste
even more resources on proj ects
that have proved to be unwise in
the past? Why not call a halt to
the waste immediately? Would it
not be wise to offer these projects,
as is, to the free market, accepting
in payment whatever competitive
private bidders would pay? The
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state could at least retrieve some of
its losses by doing so.

The Sunk Costs Doctrine

The policies of waste are in
creasingly pursued by those who
are well aware of the waste. Politi
cal considerations often over
shadow economic realities. But
there can be no possibility of re
form if people will not understand
or act upon a baSIC economic
principle: the doctrine of sunk
costs. It is not a principle readily
grasped through intuition. It in
volves a careful, systematic line
of argumentation, and many peo
ple are unwilling to devote the
effort to master it. Nevertheless,
it is vital that we do so; failure
to grasp the issue will cost us
heavily.

Let us turn from urban renewal
for a moment to the more familiar
area of private industry. How does
the private entrepreneur make his
decisions? At any point in time,
he must decide whether or not to
continue the projects already un
derway and whether to begin new
projects. He decides on the basis
of expected profits. What his firm
has invested in fixed capital is no
longer a relevant economic con
sideration, amazing as it may
seem. What is a consideration is
the value of the fixed capital if it
should be sold now or rented now,
but not what was invested before.

Previous investments are a part
of what is called "sunk costs";
that is, they are past costs which
no longer enter into economic
consideration. Professor Israel
Kirzner, in his excellent economi~s
textbook, Market Theory and the
Price System (Van Nostrand,
1963), explains why and how en
trepreneurs make their decisions:

In making these decisions, the en
trepreneur must still consider the
costs of production necessary for a
continuation of production. He must,
as in all entrepreneurial decision
making, balance expected revenue
against expected costs. But in mak
ing this calculation, he pays no at
tention whatsoever to the expenses
of production that he has already
paid out (or that he has irrevocably
committed himself to pay). What has
been paid has been paid.

But in comparing anticipated costs
to anticipated revenues, the entrepre
neur pays no heed to those amounts
that do not depend on his present
decisions. These past amounts may
have been wisely or unwisely in
curred, but there is nothing that can
be done to alter the past. The aim
must be to exploit now the favorable
position the entrepreneur may find
himself in (as a result of the past
decisions that now appear to have
been wise ones) ; or to make the best
of a poor situation he may find him
self in (as a result of past decisions
that now appear to have been unwise
ones) .
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The doctrine of sunk costs re
minds us of the old truisrn: there
is no use crying over spilt milk.
What each planner must do,
whether in private business or in
government, is to make the best of
the alternatives available to him
now. If losses are sure to be in
curred by continuing in some line
of economic endeavor, then the
planner shoJ.1ld abandon it. For
every minute that the project is
allowed to function it is taking
money out of the business. In
other words, it is using up scarce
resources when those resources
might better be employed to sat
isfy some other consumer demand
(or be used by a more efficient
firm to satisfy a given demand
more effectively).

The Balloon Analogy

A rather far-fetched analogy
might· be used here to clarify the
meaning of the sunk costs concept.
Imagine a man who is suspended
from a large helium balloon by a
rope. How he got there is irrele
vant for our example. It seemed
like a good idea at the time. He is
now some fourteen feet above the
ground. Naturally, he does not
want to let go at this point. But
the balloon carries him higher,
say, to twenty feet ... He is now in
a worse position than before. The
issue which confronts him is sim
pIe: shall he let go of the rope

now or later? His decision will be
prompted by what he thinks the
situation will be in the future: if
the balloon is likely to climb
higher, he should let go; if it will
soon be slowly descending, he
should hang on. This much, how
ever, is certain: he failed to drop
when he was only fourteen feet
off the ground. Perhaps he should
have let go then; possibly he now
wishes that he had done so. But
the fact remains that he did not
let go then, and his decision can
not now be based upon any con
sideration of a fourteen-foot-drop
five-minutes-ago universe. It is the
future as compared with the pres
ent, not the past, which must de
termine any rational decision. The
past is gone, for better or worse.

Unused Capacity

Along these same lines, we are
frequently confronted with the fa
miliar socialist argument that
capitalism creates unemployment
and permits idle resources. "Look
at the deserted steel mills. Under
socialism, the government sees to
it that all the capacity of the econ
omy is fully utilized." The answer
to this line of reasoning involves
the concept of sunk costs.

Take the steel mill example.
Many mills were built years ago.
They were built under an earlier
system of technology: the plants
may have cost more to construct
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than today (not in dollars, of
course, but in comparison to the
cost of living at that time); the
plants were designed for processes
of steel production now outdated.
They were built under a cert~in

set of assumptions about the state
of the economy: the demand for
steel, the nature of the competi
tion, the alternative metals that
could be substituted for steel, the
costs of raw materials and labor,
and so on. Some or all of those as
sumptions have proven erroneous
with the passing of time. The
plants began to produce losses be
cause the entrepreneurs, being hu
man, were not omniscient at the
time when they drew up their
plans. They made inaccurate fore
casts. Their competitors, who
made more accurate forecasts, will
have prospered accordingly. Those
who made the errors were in
formed· of the mistakes through
the operation of the price mechan
ism on the free market. Instead of
compounding their errors by con
tinuing to waste scarce resources
in inefficient production processes,
they "let go of the rope." That is,
they shut down the inefficient
mills. Thus, they released raw ma
terials and laborers for the more
efficient producers to use. Capital
ism, in short, eliminated economic
waste ;it did so through the· profit
and loss mechanism of the market.

The socialist wants us to believe

that capitalism is wasteful be
cause it permits plants to be shut
down by owners. "Look at all the
investment that is wasted; capi
talists sank so much capital into
those projects,and now it is all
lost." The argument rests on a
half-truth. Yes, that investment is
lost. It is lost under any system
of economics; in fact, it was lost
the day the plant was built. The
entrepreneurs knew full \vell that
it Was lost; the point is that they
expected this loss to produce prof
its in the future. That is the heart
of all investment, whether under
socialism or capitalism. Scarce re
sources used for one thing cannot
simultaneously be used for an
other. It is the rationalcalcula
tion of the free market which tells
us whether or not the use of the
scarce resources was a wise one,
but it is not capitalism as such
which destroys the investment.

The fact that· under capitalism
plants lie empty should be seen as
a blessing. Capitalism has permit
ted us to count the cost of con
tinuing any given process of pro
duction. It encourages us to aban
don the wasteful processes. The
market is a constant reminder to
us that there are such things as
errors of investment. Itreminds
us that once a plant is built, we
I11USt make the best use of it that
we can, and sometimes this means
doing nothing with it, if doing
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something with it ties up addi
tional scarce economic resources
and wastes them. The market
forces us to examine the probable
future results of our decisions,
while it encourages us to accept
the reality and inescapable finality
of those decisions that we have
made in the past. Capitalism de
mands that we make the best of a
poor decision in the past; social
ism, by keeping plants in opera
tion which are wasting scarce re
sources, permits men to make the
worst of a poor decision in the
past. The "unused capacity" argu
ment is utterly fallacious.

The Stock Market Crash

An economically irrational re
fusal to acknowledge the validity
of the doctrine of sunk costs has
led many people to personal finan
cial disaster. Consider the stock
market decline of 1929-33. Many
investors saw their paper profits
collapse after October of 1929
when the inflationary policies of
1922-29 were reversed by officials
of the Federal Reserve System.
People saw that the general level
of prices in the nation was declin
ing, especially stock prices, but
they refused to acknowledge the
reality of the situation. Instead of
considering the possibility that
prices might fall even more, they
concerned themselves· with the
amount of money they had put

into their investments. This in
turn led them to hold on; the re
sult was financial disaster, as
prices continued to skid. The man
who refuses to let go of the rope
at fourteen feet had better be
fairly sure that the balloon is not
going to carry him even higher.

The '"usion of Equity

One of the most common of all
fallacies involved in the refusal to
accept the sunk cost doctrine is
that of "equity" in a home. Dur
ing a depression, or any recession,
some owners who want to sell
their homes or land refuse to sell
at the prevailing prices. They
argue, "I have $5,000 equity in
this piece of property; if I sell
now, I'll lose it." The fact is that
there is nothing tangible or mar
ketable about ".equity." Once a
mortgage payment is made, it is
gone. It entitles one to remain the
owner of the property until the
next payment falls due. It entitles
one to make decisions now as to
the sale or retention or rental of
the property. But there is nothing
known as equity in economic rea
soning: you may sell a house for
more than you put into it, or less,
or the same amount; but the mar
ket price is not determined by the
amount of money sunk into the
property. One cannot have some
thing "in" the home, as if it were
a refrigerator stocked with food.
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We only have a title to the home
which permits us to sell it for
whatever we can obtain on the
open market. "Equity" is a mis
leading conc'ept which is stored in
people's minds, not something
which is in some mysterious way
stored in a piece of property.

The Labor Theory ot Value

The labor theory of value is a
concept analogous to "equity." It
assumes that an economic good is
worth a given amount of money on
the market because a certain quan
tity of human labor has been in
vested in producing it. This idea
was basic to all economic thought
until the advent of the "margin
alist-subjective" economics of mod
ern times (1870's). Karl Marx
was the last major economist to
hold to the position; only Marx
ists, among serious economists,
hold it today. The concept is
wrong. A buggy-whip, even if it
were made by a painstaking mas
ter craftsman, is only worth in
1969 what the market will pay;
the quantity .of labor involved
(which itself is a misapplied con
cept from mechanics, since there
is no way to measure labor) is ab
solutely irrelevant. The buggy
whip does not have value because
of the labor; the labor has value
only because of the value the
buggy-whip may have on the mar
ket.An hour's labor by a brain

surgeon commands a higher price
than an hour's services of a ditch
digger (in most economic situa
tions, anyway) .

So it is with a factory. The
amount of labor invested in its
construction is irrelevant, once it
is built; the amount of raw mate
rials invested is irrelevant, too.
Once it is built, the factory (like
the buggy-whip) must be valued
in terms of what it can produce
on the market or by what it could
be sold for, either now or in the
future. Profit and loss will deter
mine what is to be done with the
factory, not the money already in
vested in its construction. The
doctrine of sunk costs was the in
evitable replacement for the labor
theory of value. Today, it is only
the Marxist entrepreneur or plan
ner who ignores the doctrine of
sunk costs; the inefficiency of So
viet planning is, in part, traceable
to just this ignorance.

Conclusion

Thus, we should look at any gov
ernment project with an eye to
the present and the future. The
past, because it is past, is econ
omically irrelevant. Unfortunately,
the past is not politically irrele
vant: politicians and bureaucrats
may have made specific promises
concerning some project. But that
is another issue as far as the
economist is concerned. If it is a
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question of economic waste versus
economic benefit, the past must be
discarded as part of our thinking.
Our concern is in getting the
greatest possible benefit from the
resources that are available now.
For economics, the words of Omar
Khayyam are most relevant:

HENRY HAZLITT

FOR 35 years American taxpayers
have been subjected to a cynically
one-sided levy on capital gains.

Prior to the stock market col
lapse and depression of 1929-33,
capital gains were taxed as in
come, and at the same rates. And
capital losses were fully deductible
against income. But one day J. P.
Morgan revealed before a Con
gressional committee that he had
paid no income tax for the pre
ceding year, because his capital
losses exceeded his ordinary in
come.

The statement caused great
moral indignation. Yet if capital
gains are equivalent to and should

The Moving Finger writes; and,
having writ,

Moves on: nor all your Piety nor
Wit

Shall lure it back to cancel half
a Line,

Nor all your Tears wash out a
Word of it. ~

ONE-SIDED
CAPITAL-GAINS
TAX

be fully taxable as income, then by
the same logic capital losses should
be fully deductible against income.
But Congress preferred indigna
tion (anQ1ll9:rerevellues) to logic
(and fairness) and one-sidedly
"rectified" matters by refusing to
allow anybody to-deduct more than
$1,000 a year in short-term capi
tal losses against income, though it
continued to tax short-term capi
tal gains in full as if they were
income.

Congress and successive ad
ministrations then launched upon
a career of inflation. This has paid
the government handsomely at the
expense of the taxpayer. The infla-
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tionary rise in prices has made
nominal money incomes rise. This
rise in money incomes has kept
putting people all along the line
in higher tax brackets where they
are automatically subject to higher
and higher rates, whether or not
their real incomes in purchasing
power are any higher.

Inflation has had the further re
sult that people since 1933 have
often been paying taxes on capital
"gains" that have no real exist
ence.

Suppose you bought stock or
real estate for $10,000 in 1939
and sold it for $25,600 today. You
would be taxed on a capital gain of
$15,600. Actually, as the cost of
living has also risen 156 per cent
in this period, you would have
achieved no real capital gain at
all. Your $25,600 would buy no
more than $10,000 bought in 1939.
If you sold your real estate or
stock for $21,000, you would be
taxed on a capital gain of $11,000,
though you would have suffered
an actual loss in real terms.

Under past and prospective in
flation, the present capital-gains
tax amounts to a large· extent to
capital confiscation.

Its harmfulness does not end
there. By taxing net money
gains in full, and short-term gains
at rates up. to 77 .. per cent,. with
loss deductions only against gains

(except for a token deduction
against income) the present sys
tem of capital-gains taxation dis
courages investment, particularly
of risk capital. It "locks in" capi
tal. It penalizes investors heavily
for transferring investments into
new ventures and so retards econ
omic growth.

-There are at least a dozen dif
ferent possible reforms of the
capital-gains tax, anyone of which
would make it less one-sided. I
suggest we begin with this one:
When a taxpayer sells shares or a
piece of property held over a long
period, he should be permitted to
calculate his real gain (or loss)
by deflating his nominal money
gain against the increase in the
official consumer price index since
the year in which he originally ac
quired the property.

The justice of this way of cal
culating real capital. gains should
be obvious. At least the advocacy
of such a reform would help to
make clear the inj ustice of the
present heavy taxes on grossly in
flated or nonexistent capital gains.
The government might no longer
be. able to profiteer so flagrantly,
either in capital-gains revenues or
in higher income tax rates, from
its own inflationary policies. ~

Copyright 1969, Los Angeles Times. Reprinted
by permission.



8. The Multiversity

THE PROPER GOAL of education is
the development of the individual;
and the great task is to bring the
educational structure back to that
purpose. Unfortunately, the trend
continues in the opposite direction.
The multiversity, to use the term
coined by Clark Kerr, would ap
pear to be a modern hybrid with a
scale of values oriented toward
everything but the individual stu
dent.

Formerly, the university was
regarded as a sanctuary for origi
nal and independent thinking.

Dr. Roche is Director of Seminars for the
Foundation for Economic Education.. He has
taught history and philosophy in college and
maintains a special interest in American edu
cation.

9.72

Many centers of higher learning
today seem willing to prostitute
themselves in pursuit of public
funds. Indeed, the race for funds
goes far beyond that; it also in
cludes the development of a cur
riculum featuring the vocational
training demanded by the profes
sions and the business community.
In short, many of our institutions
of higher learning are directing
themselves not toward independ
ent inquiry and the development
of inquiring individuals, but in
stead are providing the institu
tions of our society, both public
and private, with the properly
"prepared" (though not necessari
ly educated) graduates needed to
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staff our social structure. An "as
sembly line" is thus set in motion,
as the demands of both public and
private institutional giants shape
the higher learning in America.

Traditionally, academicians have
abandoned the market place to
better pursue their work; but it
has been suggested that "modern
America has thrust its academi
cians back into the commercial
arena." Clark Kerr, in The Uses
of the University, has defined the
modern university as "a mechan
ism ... held together by admin
istrative rules and powered by
money." He adds that "it only
pays to produce knowledge if
through production it can be put
into use better and faster." If
everything within the academic
community is for sale to the high
est bidder, if concentrations of
power, public and private, are al
lowed to establish all the criteria
for what constitutes education,
then we should not be surprised
when bigness displaces the indi
vidual and "workability" replaces
values.

Meanwhile, the multiversity
grows by leaps and bounds. Ad
ministration is becoming one of
the great academic problems of our
times, as "specialists" are added
to handle fund raising, public re
lations, purchasing, and the my
riad other technical problems
which we have insisted upon mak-

ing a part of higher education.
Under the banner of "public serv
ice," the giantism of the modern
multiversity is becoming the com
monplace of American education.

Impersonality

The severe impact of the multi
versity upon the student is de
scribed by two Berkeley professors
who have faced the situation first
hand:

The architects of the multiversity
simply have not solved the problem of
how to build an institution which not
only produces knowledge and knowl
edgeable people with useful skills but
which also enriches and enlightens
the lives of its students.... By any
reasonable standard, the multiversity
has not taken its students seriously
... to many students the whole sys
tem seems a perversion of an educa
tional community into a factory de
signed for the mass processing of
men into machines.l

Often, the impact of the multi
versity is equally severe upon the
professors. As massive enrollments
and expenditures have necessitated
a great and growing educational
bureaucracy, the traditional small
"community of scholars" has grad
ually deteriorated in many insti-

1 Sheldon S. Wolin and John H.
Schaar, "The Abuses of the Multiver
sity," Seymour Martin Lipset and Shel
don S. Wolin, eds., The Berkeley Student
Revolt (New York: Doubleday Anchor,
1965) .
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tutions into a large group of sal
aried employees. The great and
growing numbers which the multi
versity attempts to serve impose
great burdens upon student, pro
fessor, and administrator alike.
And as they rush through their
appointed rounds in an effort to
keep the gigantic system in oper
ation, they find that each new fall
brings larger and larger crowds
of students to be digested by the
system. The tremendous numbers
involved have forced many insti
tutions to use IBM cards and
other means of mass processing,
further widening the gap between
the institution and the individual.
The impersonality beginning with
registration is maintained in giant
survey classes and concluded with
anonymous graduations. In many
cases students and professors
never come to know one another
indeed, the products of such a
system are not always worth
knowing.

When any institutional frame
work deals with thousands of per
sons each day, it is not surprising
if there is neither time nor re
sources for an individualized ap
proach. Yet, can the development
of independent judgment and a
genuine insight into the human
condition be accomplished without
a close interaction of teacher and
pupil? The answer is no. Thus,
many students who are attending

the multiversity in search of an
education are being deceived. They
find themselves neglected in an
institution primarily directed
toward the procurement of Fed
eral and foundation research
grants and the development of the
proper institutional "image."

College and university alike
seem to suffer from the same di
sease. As Robert Hutchins put the
case:

The reason is that the students,
who have been lured to the college by
its proclaimed dedication to liberal ed
ucation, find on their arrival that the
reality is quite different. In reality,
the college is, except in size, the
same as a university, devoted to
training and not to education....
Unless the American university is
completely reorganized and reorient
ed it can only mishandle and frus
trate the students who reject the
mindless mechanism of the academic
assembly line; the students, in short,
are looking for an education.2

No Easy Solutions

A part of the problem, of course,
is due to the sheer magnitude of
our institutions of higher learn
ing. Such giantism makes adap
tation to change and to individual
needs especially difficult. But
merely escaping from the giant
university to the smaller college

2 Robert M. Hutchins, Los Angeles
Times, Oct. 31, 1966.
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is no guarantee of success. The
colleges are becoming in many
cases little more than satellites to
the great universities. Their ideas
and attitudes often originate in
the large universities; their teach
ers are usually trained there.

Some institutions are attempt
ing a so-called "cluster-college"
approach for re-establishment of
faculty-student contact. But the
expense involved leads administra
tors back to,vard the "greater
efficiency" of centralization. They
argue that the savings in planning
physical facilities for large blocks
of students can then be applied in
procurement of more and better
personnel. In their view, large
size becomes a solution to educa
tional problems rather than a
problem in itself.

It is true that effective higher
education requires fine intellect
and scholarship in its teachers,
and such teachers are difficult to
attract to the small campus when
all the money and most of the
prestige lie in the great multiver
sities, In either case, it remains
extremely difficult for students to
contact fine teachers. Many of the
small schools cannot attract such
men, and many of the large
schools who can attract them are
so beset ,vith vast numbers that
teacher and pupil seldom have
personal contact.

Size introduces a further com-

plication. Many people recognize
that a proper background in the
so-called "liberal arts" is essential
to the development of the whole
man, whatever his profession
might be. Attempts have been
made to mass produce such educa
tion through the use of the uni
versal survey course. The result
often is a student who knows
something about everything and
nothing about anything.

Each professor and each depart
ment want the whole time of the stu
dent so that he can be thoroughly
trained in the professor's or the de
partment's specialty. Since it is ob
viously impossible for the student's
whole time to be spent in this way,
the course of study is determined by
a process of pulling and hauling and
finally emerges as a sort of checker
board across which the bewildered
student moves, absorbing from each
square, it is hoped, a little of some
thing that each professor or depart
ment has to offer him.3

Specialization

Not all of our problems should
be laid at the door of mere size
and nun1bers. Higher education
labors under other handicaps as
well. The pressures of the system
drive the good teacher to,vard
such increasingly narro'w special
ization that the information ceases

3 Robert M. Hutchins, The Confiict in
Education, pp. 60-61.
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to be readily communicable to stu
dents. Our highly technical modern
world de,mands specialization. But
vocational specialization without
understanding of the humanities
and liberal arts affords a limited
perspective on life. Narrow spe
cialization tends to dehumanize.
A man's work is a vital part of
his life; but unless that work is
kept in touch with the realities of
the human condition and in con
tact with a higher purpose, all
difference between man and auto
maton will have been removed.

Specialized knowledge in the
Western \vorld has accomplished
miracles through increasing hu
man control over physical environ
ment. Man has achieved power in
the process, a power being con
centrated in the governmental and
private institutional giants of our
time. Rewards are high for the
specialist. In such a process, how
ever, we run a grave risk of losing
the capacities which make us hu
man. A young student of great
ability easily may pass through
his entire education without en
countering the reality of the hu
man condition or establishing his
self-identity. Instead, he moves
from one superficial consideration
to the next, always dependent upon
"expert" and "fashionable" opin
ion, "objectively" studying noth
ing but the "facts."

Superspecialization further re-

quires a seemingly infinite variety
of course offerings in the curricu
lum. It is true that men are differ
ent, but surely there are features
of the human condition which are
universal and which override all
specialization.

Only by maintaining a balance be
tween our experimental bent and our
loyalty to the ageless wisdom of our
tradition can we hope to remain cul
turally in the Western orbit. The
distinguishing mark of the educated
man is his sense of continuity and
the awareness of his heritage. As
Professor Josef Pieper has the cour
age to affirm in an age of specializa
tion, a man must be able to compre
hend the totality of existence.4

Specialization also serves as a
shield for many within the edu
cational community who do not
appear primarily concerned with
education. There are some who
pursue erudition for its own sake,
divorced from any meaning in
human existence. They conceal
their lack of a philosophy of life
behind an endless search for facts.
Educational bureaucrats often
seem to reflect the victory of the
modern specialist over the uni
versally.educated man.

But this creates an extraordinarily
strange type of man. . . . With a
certain apparent justice he will look

4 Thomas Molnar, The Future of Edu
cation, P. 157.
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upon himself as "a man who knows."
And in fact there is in him a portion
of something which, added to many
other portions not existing in him,
does really constitute knowledge.
This is the true inner nature of the
specialist, who in the, first years of
this century has reached the wildest
stage of exaggeration. The specialist
"knows" very well his own tiny cor
ner of the universe; he is radically
ignorant of all the rest. . . . Previ
ously, men could be divided simply
into the learned and the ignorant....
But your specialist cannot be brought
in under either of these two cate
gories. He is not learned, for he is
formally ignorant of all that does
not enter into his specialty; but
neither is he ignorant, because he is
"a scientist," and "knows" very well
his own tiny portion of the universe.
We shall have to say that he is a
learned ignoramus, which is a very
serious matter, as it implies that he
is a person who is ignorant, not in
the fashion of the ignorant man, but
with all the petulance of one who is
learned in his own special line.5

At least a portion of the exces
sive specialization of our time
must be blamed upon the fetish of
the doctoral degree. But a re
search degree is far from an as
surance that a man is a qualified
teacher. In fact, as Irving Babbitt
warned forty years ago, "the work
that leads to a doctor's degree is

5 Jose Ortega y Gasset, The Revolt of
the Masses, pp. 111-112.

a constant temptation to sacrifice
one's growth as a man to one's
growth as a specialist."

The superspecialization de
manded in our times often leaves
the individual, as Ortega says, so
specialized that he is ignorant in
many facets of human existence,
so ignorant that, outside his spe
cialty, he reacts as an unqualified
mass-man. Is it possible that pro
fessors who speak with such au
thority in areas outside their
disciplines sometimes reflect that
lack of training - proving them
selves unqualified to exercise lead
ership outside their narrow spe
cialization?

Publish or Perish

The drive toward superspeciali
zation and the accompanying mul
tiversity quest for "image,"
serving as means for reaping the
appropriate financial rewards
available through conformity to
the pressures of the gigantic pub
lic and private institutional struc
ture, have one of their most
unfortunate manifestations in
"publish or perish," the prolifera
tion of research and publication
for its own sake. One Stanford
psychologist has suggested that

. . . before the turn of the century,
it will be recognized that radical ac
tion is necessary to limit the out
pouring of specialized and often
trivial publications that even now
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all but inundate the offices of every
academician. . . . The most prestige
ful colleges will begin by making
rules forbidding their professors to
publish until they have been on the
faculty five or even 10 years. They
will thus create a campus culture in
which publishing is considered not
good form.6

Though the professor may have
had his tongue in cheek, there can
be little doubt that a mass of
trivial research tends to contam
inate the academic atmosphere and
bring legitimate research into dis
repute. It also interferes with
teaching. So long as the high road
to academic success is thought to
lie exclusively in research, we can
scarcely expect faculty members
to be properly concerned with the
teaching function.

Writing, to be worthwhile, should
flow naturally out of scholarship, not
be imposed upon it; otherwise this
forced labor acquires the status of
Christmas cards and is counted, not
read. If university administrators
were required in their purgatory to
read all of the trivia which their
policies have produced, they would
soon crowd the Gates of Hell clamor
ing for surcease.7

6 "Stop Publishing- or We'll All Per
ish," The Stanford Observer, March,
1968.

7 A. H. Hobbs, "Sociolog-y and Scholar
ship," The University Scholar (Univer
sity of Pennsylvania), January, 1960.

I t is to the everlasting credit of
a number of American colleges
that they have not bowed to the
pressures for research, but in
stead have kept teaching as their
prirnary goal. Many of our multi
versity complexes could profitably
note the comparative lack of stu
dent unrest in the American col
lege as compared to the American
university. An important reason
for that difference could be an
attitude in many colleges that
teaching is a legitimate function
of higher education. Independent
scholarly inquiry and research are
vital to our society and form an
important part of our educational
process, but we throw out the baby
with the bath when we so over
emphasize that function that we
come to neglect the means for
transmitting our increased knowl
edge to the rising generation.

Tenure and Promotion

The internal political situation
surrounding tenure and promotion
can also interfere with the educa
tional process. The trustees of
many educational institutions have
yielded to faculty pressures until
control of the institution is the
prize to be won in an open contest
between the professors and the
administrators. Many administra
tive positions on campuses have
fallen captive to faculty politics.
Junior professors often depend for
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promotions upon senior depart
mental members whose self-inter
est leaves them poorly qualified to
judge the merits of another pro
fessor.

Such forays into campus and
departmental politics at the ex
pense of teaching duties often are
encouraged by the tenure situa
tion. The tradition of tenure as a
guarantee that the professor can
conduct his research and publish
his findings without censorship or
fear for his job is a vital part of
our academic heritage. But tenure
was never intended as a protection
for the lazy professor who read
his last book while a graduate
student; nor was its purpose to
allow professors to engage in poli
tics while neglecting teaching
responsibilities.

Collective Judgment and
The Committee

Inside and outside the Ameri
can academic community, the com
mittee mentality assaults us on
every hand. The highest rewards
seem to go to organizers and co
ordinators rather than to genu
inely creative and original minds.
Our worship of institutions not
only gives us the multiversity, but
also subjects us to nonthought by
committee in the everyday conduct
of our affairs.

One glance at pedagogical litera
ture reveals the collectivistic preoc-

cupation: "committee," "cooperation,"
"integration," "teamwork," "group
proj ect," "maj ority-obj ectives,"
"peer-group," "group-process,"
"group-imposed regulations," "group
determined penalty," "group-accept
ance," etc., etc., abound in articles,
speeches, meetings, and school cata
logues. Together with other ideologi
cal directives, they constitute the af
firmation that God and individual
man do not exist apart from the col
lectivity. Moreover, they imply that
man's adjustment to the collectivity
is the supreme guarantee that he is
not in error.8

Needless to say, committees are no
better as teachers than as admin
istrators.

The Quality of Teaching

University teachers can be and
frequently have been vigorous edu
cational forces. The really effective
professors prove to be those with
a full understanding that genu
inely effective' college teaching
involves far more than lecturing
before large survey classes and
then quickly disappearing to the
library or the faculty club. At
least one aspect of the student
uprising on campuses has been
the teaching failure of the multi
versity. In fact, the kind of stu
dent protest that emphasizes body
English and mass movements in

8 Thomas Molnar, The Future of Edu
cation, p. 134.
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place of responsible individual
thought and action demonstrates
how little· genuine education those
students have received.

Students are- more than great
masses of IBM cards and admini
strative problems; they are far
more than mere containers into
which academic information
should be- dumped. Their value to
society, their value to themselves,

and their capacity for education
are deeply affected by the capacity
of the university to deal with them
as individuals. If the many well
qualified and highly motivated ad
ministrators and professors with
in higher education are to be given
an opportunity to reach their
students, we must reverse the
trend toward the multiversity with
all its negative effects. ~

The next article of this series will ask
HAcademic Freedom for What?"

I II
Ac-tivis-t

Judges
I
1and -the Rule ofLa~

EDWARD F. CUMMERFORD

THE FORMAL BOUNDARY between
responsible self-government on the
one side and tyranny or anarchy
on the other is often termed "the
rule of law." Never has that ten
uous line been in such danger of
obliteration in this country. The
rule of law is mocked and attacked,
,pot only by the criminal multi
tude but by supposedly responsi-

Mr. Cummerford practices law in New York
City.
Reprinted by permission of The Wall Street
Journal, where the article first appeared under
the title, "Judicial Jumble," April 22, 1968.

ble elements. Educators and clergy
urge us to break laws we do not
like, and eager mobs implement
their i,deas with destructive vio
lence; labor unions violate laws
that impinge upon their power
and defy court orders usually with
impunity; public officials blandly
refuse to enforce the law if their
political futures might suffer.

But ironically, it is within the
courts themselves that the most
serious threat to the rule of law
has developed. This comes from a
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radically new concept of the judi
cial function called "activism."
Judicial activism had its genesis
in the Supreme Court about 25
years ago, when some of the J us
tices began to abandon the age
old principle of stare decisis upon
which American and English law
had been based for centuries.
Stare decisis meant simply that
the principles derived from pre
vious decisions formed a body of
controlling law for future deci
sions. The primary duty of the
judge, after the facts of a case
were determined, was to find the
law applicable to such facts and
decide accordingly, regardless of
his personal feelings. On this sys
tem rested what Americans proud
ly called "a government of laws
and not of men."

Judicial activism means that
judges strive for what they deem
a "just" result in a case in the
light of their own philosophies
and socio-economic values, with
settled legal principles being ac
corded little or no weight. Thus,
decisions turn more and more
upon "who" is the judge than upon
"what"is the law. As a result, law
is rapidly losing its certainty, sta
bility, and continuity. Jurispru
dence is becoming the handmaiden
of sociology.

This concept of the judicial
function reaches its apogee in the
doctrine, if that is what it may

be called, that even the meaning of
the Constitution itself may be
changed by the Supreme Court if
necessary to achieve "justice" or
"equality." While the power of
the Court to clarify parts of the
Constitution in the first instance
cannot be doubted, it is no corol
lary that the Court may, at its
pleasure, keep changing such
meaning. The Constitution specif
ically provides for its own amend
ment with procedures that com
pletely exclude the Supreme Court.

Some contemporary pseudo
scholars of the law would have us
believe that judicial activism is a
proper function of courts, entirely
consistent with the historical de
velopment of law. This is just not
true.

Will of the Law

Let us consider what some of
the leading legal minds of the past,
men whom proponents of activism
claim as philosophical antecedents,
have thought about the question.
~Tohn Marshall, our greatest Chief
Justice, declared bluntly in a land
mark case: "Judicial power is
never exercised for the purpose of
giving effect to the will of the
judge; always for the purpose of
giving effect to the will of the
legislature; or in other words, to
the will of the law." Charles Evans
Hughes, usually ranked second
only to Marshall among Chief Jus-
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tices, is often cited as an au
thority for the notion that the
Supreme Court can change the
meaning of the Constitution. This
is based on a fragment from an
extemporaneous speech in 1907
"the Constitution is what the
judges say it is." Mr. Hughes an
grily denied having meant any
such thing, but the out-of-context
words plagued him for the rest of
his life and to this day a.re quoted
in textbooks and by professors to
justify a concept he abhorred.

Oliver Wendell Holmes, a. most
influential legal scholar and for
30 years a Supreme Court Justice,
maintained that judges should
keep their own social and eco
nomic views out of decision-mak
ing. Benjamin N. Cardozo, Mr.
Holmes' disciple and successor on
the Court, set forth in painstaking
detail the historical and philo
sophical criteria to be employed
by judges in reaching decisions. A
liberal like Justice Holmes, he did
not believe that the law must be
static and never change.

He would have been shocked,
however, at decisions that lightly
discard decades of settled law on
the strength of sociological or eco
nomic theories. Justice Cardozo
observed: "Lawyers who are un
willing to study the law as it is,
may discover, as they think, that
study is unnecessary; sentiment or
benevolence or some vague notion

of social welfare becomes the only
equipment needed. I hardly need
to say that this is not my point of
view."

Sir Frederick Pollock, probably
the chief authority in modern
times on Anglo-American juris
prudence, repeatedly cautioned
that judges should follow estab
lished precedents and legislative
intent, not their personal views, in
reaching decisions. Two other
important jurist-scholars, Felix
Frankfurter' and Learned Hand,
were-extremely critical of judicial
activism. Mr. Frankfurter, a pro
tege of Holmes, went on the Su
preme Court a "liberal" in 1939 and
retired a "conservative" in 1962
- but it was the Court, not Mr.
Frankfurter, which had undergone
the greater change. Justice Har
lan speaks of the idea that all
social ills can be cured by courts
as having "subtle capacity for
serious mischief."

Pure Guesswork

The criticism is not confined to
Olympian levels. The legal profes
sion finds it increasingly difficult
to know just what the "law" is;
hence, attorneys cannot advise cli
ents of the merits of their cases
with much assurance. If the out
come of a case depends more on
the personal philosophy of the
judge than on any other consider
ation, it is pure guesswork. What
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was once "Constitutional" sud
denly becomes "unconstitutional."
Countless Supreme Court decisions
are by 5-to-4 votes, often accom
panied by several different opin
ions and bitter, sarcastic dissents.
This is the precarious state of law
today.

Some activist judges go to great
lengths to make sure that they
will not be thought of as having
unbiased minds. In speeches, arti
cles, and letters to editors they
frequently take positions on con
troversial questions. High-ranking
judges have even publicly ex
pressed opinions on delicate ques
tions involved in cases awaiting
decisions in their own courts
judicial behavior that a genera
tion ago would have been consid
ered reprehensible.

No matter what euphemisms are
employed to disguise· its effects,
careful reflection must lead to only
one conclusion: Judicial activism
is not merely inconsistent with
the rule of law, it is the total ne
gation of the rule of law. If cases
are decided on the personal phi
losophies of judges, then in real
ity there is no law. If the Consti
tution has no objective meaning
but means only what judges think
it ought to mean, it is not a
constitLltion at all but an empty
symbol,a sort of national totem.
History shows that vague laws,
subjectively interpreted and arbi-

trarily applied, are the tools of
tyrants. The equation is as old as
the human race - power minus re
sponsibility equals despotism.

Out of the vast crucible of hu
man experience and travail we
have constructed a splendid sys
tem of law and courts that it is
our duty to sustain and improve.
The beating heart of that system
is the judge. If his mind is a
closed one, which recognizes no
authority save his own predilec
tions, then all the long shelves
filled with lawbooks, the great
nlarble columns and the black
robes are but superficial trappings
cloaking a travesty.

Judges, like other mortals, need
a large measure of humility - the
conviction that one human mind
can embrace but a tiny particle of
all wisdom and knowledge. As one
of our most respected living
judges, Harold R. Medina, has ex
pressed it so well: "I don't think
I have any propensity or desire to
mold the law to my own views ...
if I had a question of statutory
interpretation and I was convinced

. the statute meant, .. and was in
tended to mean, one thing, I would
never decide it meant just the op
posite because I thought it was
desirable social or economic policy
to do so. This twisting and stretch
ing is not for me."

Nor should it be for any
judge. •



The
Out-of-Bounds

Dilemma

LEONARD E. READ

THE CITIZENRY establishes and
empowers government to codify
the taboos and enforce their ob
servation; certain actions are
ruled out of bounds, and govern
ment is given the job of punishing
transgressors. In good American
theory any action by any citizen
is out of bounds if it be destruc
tive: murder, theft, misrepresen
tation, and the like. Stay within
bounds or suffer the consequences.

Everything human is subject to
corruption; situations get out of
hand.

It's easy enough for the citi
zenry to delegate the policing task
to the formal agency of society,
but quite another matter for the
citizenry to keep the agency itself
within bounds. For, short of any
thing yet accomplished in history,
the agency will, sooner or later,
declare out of bounds not only

OOA

destructive actions but various
creative and productive actions as
well. Two among countless exam
pIes: It is out of bounds to raise
as much wheat as you please on
your own land and, in New York
City, at least, to mutually agree
with your tenant what rental he
shall pay. In a word, government,
having a monopoly of the police
force, will tend to act indiscrimi
nately in its out-of-bounds edicts.
And, it has always been thus:

. .. the greatest political problem
facing the world today is . . . how to
curb the oppressive power of gov
ernment, how to keep it within rea
sonable bounds. This is a problem
that has engaged some of the great
est minds of the eighteenth and nine
teenth centuries - Adam Smith, von
Humboldt, de Tocqueville, John
Stuart Mill, Herbert Spencer. They
addressed themselves to this particu-
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lar issue: What are the proper limits
of government? And how can we
hold government within those
limits?l

The dilemma seems to be that
government is something we can't
get along without and something
we can't get along with.

Considering the great men who
have attempted to resolve this di
lemma, it seems unlikely that any
one of us will hit upon a final solu
tion. But we can and should .en
tertain the hope of shedding a bit
more light on the matter. My ef
fort is no more pretentious than
this.

During the last century, several
of the best American academicians
and statesmen - in an effort to
prescribe a theory of governmental
limitation - have agreed:

The government should do only
those things which private citi
zens cannot do for themselves,
or which they cannot do so well
for themselves.

That this is meant to be a pre
cise theory of limitation is con
veyed by the words, "do only those
things."

This proposal is repeated over
and over again and we may there
fore presume that it has a con-

1 Excerpted from remarks by Henry
Ha?:Utt.. See.Wha-t!.s._P..a.sL."J.s ...E1:'.ologue
(Irvington, N. Y. : The Foundation for
Economic Education, 1968), p. 14.

siderable acceptance and is influ
ential in shaping public opinion
as to what is and is not out of

. bounds in governmental activity.
If that be the case, in the light of
what's going on, we are well ad
vised to re-examine this proposi
tion. For it is true that all actions
are rooted in ideas.

Parenthetically, one may wonder
why I choose to pick on a small
flaw in what, after all, is little
more than an aphorism. It is my
contention that this idea of limita
tion "leaks," like a leak in the
dike, and if not plugged, the whole
countryside will be inundated. A
trifle, yes, but as great oaks from
little acorns grow, so do great
catastrophes from little errors
flow:

For the want of a nail the shoe
was lost,

For the want of a shoe a horse
was lost,

For the want of a horse a rider
was lost,

For the want of a rider the battle
was lost,

For the want of a battle the
kingdom was lost-

And all for the want of a
horseshoe-nail.

The aforementioned notion gains
acceptance because it is so plausi
ble. The government should, in
deed, do some of the things which
private citizens cannot do for
themselves. All citizens, except
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philosophical anarchists - those
who reject a formal agency of so
ciety - are certain, in the interest
of social order and common jus
tice, that each citizen cannot write
his own laws. Man is now and for
ever imperfect and men must now
and forever differ as to what is
right and just. Codifying and en
forcing an observation of the
taboos gives the citizenry a com
mon body of rules which permits
the game to go on; this is what a
formal agency of society can do
for the citizens that they cannot,
one by one, do for themselves.
Doubtless, this is what the liber
tarian subscribers to this idea
have in mind. And no more! They
couldn't concede more and be liber
tarians!

A Leak in the Dike

This proposal· is right as far as
it goes; but it does not go far
enough. It has a loophole, a "leak,"
through which an authoritarian
can wriggle.

One can easily conclude, from
the wording, that government is
warranted in doing for the citi
zens only those things which the
citizens will not and, presumably,
cannot do f,or themselves. What
they will not do and, therefore,
"cannot" do for themselves is to
implement all the utopian schemes
that enter the minds of men,
things that such schemers think

the citizens ought to do but which
the citizens do not want. to do. Re
form ideas are legion; and these
are the things that government is
obliged to do for the people, ac
cording to this proposal, as it is
loosely written. That's how per
missive it is; it leaves the door
wide open; it's "only" is utterly
meaningless!

Reflect on the veritable flood of
taboos - against other than des
tructive actions - now imposed on
the citizenry by Federal, state,
and local governments. And all in
the name of doing for the people
what they "cannot" do for them
selves. In reality, this means do
ing for them what they do not
wish to do for themselves. Here
are. but a few of many examples
of things now out of bounds for
American citizens:

• It is against the law to grow as
much wheat or cotton or peanuts or
tobacco as you choose on your own
land.

• It is against the law, regardless
of where you live, to refuse. to fi
nance thousands upon thousands of
local fancies such as the Gateway
Arch in St. Louis or· the Fresno
Mall.

• It is against the law to refuse to
finance the rebuilding of urban c,en
ters deserted in favor of new and
more preferable centers.

• It is against the law to refuse to
finance putting men on the moon or
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tracing the meanderings of polar
bears in the Arctic.2

• It is against the law to refuse to
finance socialistic governments the
world over.

• It is against the law to be self
responsible exclusively, that is, to re
fuse to be responsible for the wel
fare, security, and prosperity of any
body and everybody, no matter who
or what they are.

.How might we state this idea,
then, in a way that will be under
stood and which, if followed,
would restore government to its
principled, limited role - keep it
within bounds? Consider this:

The government should do only
those things, in defense of life
and property, which things pri
vate citizens cannot properly do
each man for himself.

The only things private citizens
cannot properly do for themselves
is to codify destructive actions
and enforce their observance, be
the destructive actions of domes
tic or foreign origin.

Maintain Law and Order;
All Else Leave to Choice

Neither the individual citizen nor
any number of them in private
combination - vigilance commit
tees - can properly write and en
force the law. This is a job for

2 See "The Migration of Polar Bears,"
Scientific American, February, 1968.

government; and it means that
the sole function. of government is
to maintain law and order, that is,
to keep the peace. This in itself is
an enormous undertaking, requir
ing rare and difficult skills, but it
is a task much neglected when
government steps out of bounds.
When society's formal agency of
coercion moves in and out of
bounds, it becomes impotent to
keep the peace among its own citi
zenry or among nations.

All else - an infinity of unim
aginable activities - is properly
within the realm of personal choice:
individuals acting cooperatively,
competitively, voluntarily, pri
vately, as they freely choose. In a
nutshell, this amended proposal
charges government with the re
sponsibility to inhibit destructive
actions - its sole competency- with
private citizens acting creatively
in any way they please.

The objections to this latter pro
posal are legion; indeed, they are
almost as prevalent in the U.S.A.
today as in Uruguay, England,
Argentina, Russia, or any other
country one could mention. How,
possibly, could we educate our
children? Or run the railroads? Or
deliver mail? Or put men on the
moon? Or secure medical attention
or welfare in old age? Or have a
Gateway Arch? On and on! Yet,
everyone of these objections can
be and has been answered!
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Putting Men on the Moon

The government is engaged in
countless out-of-bounds activities,
according to our rewritten pro
posal. None of these is more fa
vorably capturing the American
imagination than putting men on
the moon.3 Even many individuals
otherwise sharply libertarian in
their thinking are joining in the
applause for this fantastic per
formance. And no one can reckon
the enormous cost; it is running
into untold billions. So, let's ex
amine this most popular instance
of government out of bounds.

It is self-evident that citizens
acting privately would not, at this
time, engage in this enterprise.
This is an example of what private
citizens will not do rather than
something they cannot do.

Why is it so widely assumed
that going to the moon is some
thing private citizens cannot do
for themselves?

Is it because they do not have
the countless billions required for
the project? No, the government
gets its resources exclusively from
the private citizens; none from
any other source whatsoever!

Is it because the skills do not

3 If the defense of our country re
quired putting men on the moon, it
would then qualify as a proper function
of government. I am assuming that man
ning the moon is not of military value.
At least, I am unaware of any persua
sive argument that it is.

exist among private citizens? No,
every last person engaged in this
project was a private citizen,
many of whom are now on the
government payroll.

Is it because a free-market en
terprise is less efficient than a
governmental operation? No, in
every type of productive effort in
which both are engaged, making
comparisons possible, the free mar
ket is overwhelmingly superior.

We can only conclude that go
ing to the moon is a project pri
vate citizens could undertake but
will not, voluntarily.

Why? Simply because they do
not want to. Nor is the explana
tion difficult. I have a thousand
and one opportunities for the use
of my income more attractive to
me than sending men to the moon.
This is far down on my priority
list, not only as to desirability, but
as to the amount I would volun
tarily contribute - about the
amount I would pay to see a good
show. And I believe that a vast
majority of private citizens-view
ing the matter on this basis - sub
stantially share my appraisal. The
upshot, if left to private citizens?
No trips to the moon! Not now,
anyway.

How can we render a judgment
as to what private citizens really
favor? Surely not by yeas or nays;
most of us are too distraction
prone for mere lip service to be
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trusted. So, let us judge a man's
values by the way he acts: A per
son favors a war if he will volun
tarily risk his life in waging it;
and he favors an enterprise if he
will voluntarily risk his capital in
financing it. Popular acclaim for
a war or a moon venture or what
ever, which rests on risking the
lives or the capital of others, is
unimpressive; it's only loose talk,
detached from realism, and un
worthy of serious attention.
Viewed in this light, there are few,
indeed, who favor putting men on
the moon, their protestations to
the contrary notwithstanding!

Why, then, are we in this ven
ture? There are numerous reasons.

For one thing, people are dis
tracted and drawn by the glamor
of it. Not even the fiction of Jules
Verne or Buck Rogers ever re
motely approached this perform
ance. The TV shots of men in
space divert attention from the
means used to produce this spec
tacular.

Of the millions who do not fa
vor putting men on the moon at
the risk of their own capital, many
enthusiastically endorse the proj
ect when the risk seems to fall
elsewhere. Why do they not see
that this is, in reality, their own
capital?

Again, because of distractions.
Citizens are distracted from re
ality by the false promise that

they can spend themselves rich.
They will believe such sophistry
simply because they want to be
lieve it. Doesn't the Gross Na
tional Product (GNP) go up $1
billion with each billion spent on
the moon venture!4

Then there is the sleight-of
hand expropriation of capital. That
portion of one's capital taken for
the moon venture by direct tax
levies is so buried in the enormous
Federal tax that identity is lost.
The remaining portion is equally
hidden: inflation. Inflation is a
tax on savings of many types.5

The expropriation shows up not
on a tax bill from the Internal
Revenue Service but in the form
of higher prices for bread, butter,
and everything else. Who, when
spending $10 for groceries, instead
of the $5 he used to spend, relates
the higher prices to putting men
on the moon? This fiscal hocus
pocus is distracting and diverts
men from reality. "We do not
know what is happening to us and
that is precisely the thing that is
happening to US."6

4 For the fallacy of GNP, see Chapter
VII, "The Measure of Growth," in my
Deeper Than You Think (lrvington-on
Hudson, N. Y.: The Foundation for Eco
nomic Education, Inc., 1967).

5 For example: cash, bank deposits,
life insurance, pensions, bonds, mort
gages, loans or holdings repayable in a
more or less fixed number of dollars.

6 See Man and Crisis by Ortega y
Gasset (New York: W. W. Norton &
Company, Inc., 1962).
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But our proneness to distrac
tion, which accounts for popular
acceptance of this project, is far
from a complete explanation as to
why we are in it. The primary rea
son is that we allow government
coercively to commandeer re
sources that private citizens will
not voluntarily commit to such
purposes. In other words, private
citizens are forced to do things
they do not wish to do.

My purpose in this cursory
analysis of the moon affair is not
to single it out for criticism but,
rather, to raise the all-important
question that relates not only to
this but to thousands of out-of
bounds ventures by government:
Why are private citizens forced to
do what they do not wish to do?
After all, the formal coercive
agency of society - government
is their agency!

We have one test, and one only,
for what private citizens really
wish to do: those things they will
do voluntarily! It is plain that they

wish telephones, printing presses,
automobiles, air service, refrigera
tion, houses, corn flakes, gas and
electric service; indeed, a million
things could be listed. And they
get them - voluntarily!

But here's the rub: There are
those who believe we do not know
of all the things we want or, at
least, are unaware of what is good
for us. These "needs," invented for
us - going to the moon, old-age
"security," the Gateway Arch, or
whatever - have no manner of im
plementation except by coercion.
In a word, these people who would
be our gods can achieve the ends
they have in mind for us only as
they gain control of our agency of
force: government.

And the primary reason why
they can force upon us those
things we· do not want is our lack
of attention to what are the proper
bounds of government.

So it is that great catastrophes
fronl little errors flow! ~

A Suggestion-

FREDERIC BASTIAT, the French economist, journalist, and states
man, must be ranked among the masters in presenting the ra
tionale for limited government. His treatise, The Law ($1.00),
along with Dean Russell's Frederic Bastiat: Ideas and Influence
($2.00) , are highly commended.

Order from: The Foundation for Economic Education, Inc.
Irvington-on-Hudson, New York 10533



WILLIAM HENRY CHAMBERLIN

A MODERN ECONOMY is a complex
machine that requires for smooth
and efficient operation a powerful
smoothly functioning dynamo. The
necessary component parts of this
dynamo are private property and
ownership, willingness to save and
invest, wage and salary incentives
adjusted for work of differing de
grees of s}{ill, diligence, and effi
ciency and, last but by no means
least, a reasonable opportunity to
earn a profit. Let all those factors
function and a productive, efficient
economic operation is assured.
Tamper with one or more of them,
and trouble is in sight.

There have been many examples
of this in modern times, of which
the most remarkable, on the fa-

Mr. Chamberlin is a skilled observer and re
porter of economic and poli1;ical conditions at
home and abroad. In addition to writing a num
ber •of books, he has lectured widely and· is a
contributor to The Wall Street Journal and
numerous magazines.

vorable constructive side, is the
German recovery from the ruin
and desolation of World War II.
To some extent under the Nazi
rule and to an increasing extent
after the outbreak of war, Ger
many Iived under a regimented
economy. The evil consequences
which this always brings to the
consumer were, of course, aggra
vated by unprecedented devasta
tion of the larger cities and towns
by air bombardment.

The Germany taken over by the
Allies after the surrender in the
spring of 1945' was a shambles,
the cities in ruins, practically no
motor transport except as brought
in by the occupation powers, in
dustrial output at a standstill, the
only functioning hotels or places
of public accommodation being
those requisitioned by the Allied
authorities.

291
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Most important of all, perhaps,
the essential lifeblood of industry
and commerce - a currency with
some stability of value - had been
another war casualty. Nazi finance
during the war had been more and
more inflationary. And the occu
piers, partly by design, partly by
negligence, completed what the
Nazis had begun, issuing vast
quantities of irredeemable and es
sentially worthless marks.

The result was that during the
first years after the end of the
war German currency had become,
for all practical purposes, as
worthless as it was in the great
inflation of 1922-23 when a dollar
could buy as much as a trillion
marks. Since some medium of ex
change was necessary, a lively in
formal substitute was found in
cigarettes. A tip in paper marks
was scorned, while a gift of a few
cigarettes was gratefully received.

Fortunately, the Morgenthau
Plan, with its underlying idea of
destroying Germany's mines and
heavy industries, was never put
into full effect. But enough of its
vindictive spirit got into early
prohibitions and limitations on
fndustrial output to discourage
any reasonable hope of recovery.
All the elements essential to the
functioning of the industrial dy
namo were destroyed; and the
Germans, naturally one of the
most industrious of peoples, had

no real incentive to get back to
peaceful labor.

The Curative Power 01 Freedom

Is Demonstrated

I t was against this dreary and
desolate background that the ge
nius of one man, Ludwig Erhard,
Minister of Economics in the re
viving German Government, hit
on the idea that made possible
Germany's amazing advance, liter
ally, from rags to riches. The idea
was to restore the missing dynamo
to the stalled economy. First,
there was a currency reform,
harsh but necessary and inevita
ble. The substance of the reform
was that the one new mark was
issued for every 16 old marks. But
the old marks were practically
worthless and the new marks were
real money, good for purchases in
stores.

Next came the complete scrap
ping of rationing and controls.
Self-goyernment was being re
turned gradually and the German
authorities were not permitted to
change any single fixed price or
fixed wage. But there was a loop
hole; the whole system could be
swept away with impunity. Prob
ably it was felt that no German
would venture to take such a
drastic step. But Erhard was pre
pared to make this bold wager on
the curative power of economic
freedom.
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When General Clay, military
Governor of the American Zone,
informed Erhard that all the
American economic experts were
gravely concerned about the con
sequences of throwing away such
political crutches as price and
wage control, Erhard replied: "So
are mine." But the economic ex
periment was allowed to stand and
may be largely credited for what
was often called "The Economic
Miracle."

In the first years, there were
moments of touch-and-go; Erhard
was obliged to set about promot
ing the reconstruction of the na
tional economy with painfully thin
reserves. A sharp rise in prices
seemed to threaten the experi
ment; some bureaucrats began to
dust off old schemes for rationing
and price control. But Erhard be
lieved that the free market carried
its own cure. As prices rose, so
did production. Through the 1950's,
Germany maintained one of the
most stable price levels in the
world. One victory for the free
economy followed another. The
Federal Republic began to sweep
ahead of the whole of prewar Ger
many in production and exports.
From a country that was virtually
bankrupt when its new currency
was launched, Germany became a
magnet, drawing gold from all
over the world because of its con
sistently favorable balance of pay-

ments. The visible standard of
living showed steady growth. Ger
many owes its postwar political
stability, so different from the
picture of left-wing and right
wing extremism under the Weimar
Republic, to Erhard's logically
applied philosophy of a capitalist
market econom~.

Despite these accomplishments
in freedom, a noisy, violent minor
ity of German students express
their ingratitude and lack of un
derstanding in current exaltation
of primitive communists like Che
Guevara and Mao Tse-tung and
the denunciations of capitalism
and free enterprise.

What's Wrong with Britain?

While Germany since the war
has given the most convincing
practical demonstration of the im
mense creative power of the free
market and of the dynamic quality
of the profit motive, other coun
tries have moved in a different
direction. On repeated visits to
Britain since the war, with vary
ing time intervals between them,
I have invariably found British
economists and publicists con
cerned with the question: "What's
the matter with Britain?"

The most obvious symptom of
what people on the European con
tinent sometimes call "the British
disease" is the chronic inability
of this country, renowned as the
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workshop of the world in the early
phase of the Industrial Revolution,
to square its international ac
counts, to equalize its balance of
payments. Not only has Britain
carried out a reduction in the value
of the pound from $2.80 to $2.40,
but there are frequent rumors that
the devaluation dose will have to be
repeated, in one form or another.
The internationally respected
weekly, The Economist, recently
came out in favor of a "floating
pound," not tied to a fixed rate of
exchange. It is easy to imagine
the direction in which the pound,
in vie\v of its persistent weakness,
would almost certainly "float."

While London remains one of
the liveliest of European capitals
and Britain is a magnet for Amer
ican and other tourists, symptoms
of the "British economic disease"
are evident on every hand. Two of
the most obvious are the slack,
indifferent tempo of work and the
frequency with which work is
stopped or slowed down, often for
the most frivolous causes. On a
recent visit I met two English
couples who were settling down
for residence in their native coun
try after long periods of assign
ment abroad. Both had remarkably
similar stories to tell of the ex
treme difficulty of obtaining reli
able service from carpenters, re
pairmen, and other workers who
were needed for refurbishing

houses and apartments. There is
a familiar British postwar saying
that seems to express the philoso
phy of these workers: "I couldn't
care less."

An item from a British news
paper speaks for itself:

"Thieves made off one night
with a pile of unwatched scaffold
ing. The police noted that the
thieves completed the removal in
half the time regular workers
would have required for the job."

Strike Losses

Another feature of British in
dustrial life is the frequency with
which some service is interrupted
by irregular or wildcat strikes,
often called for such causes as how
long the "tea break" should be,
members of which union should be
entitled to drive screws in a con
struction job, or some other local
issue over which management or
the proverbial innocent bystander
- the public - can exercise little,
if any, control. The economic loss
inflicted on the national eonomy,
including the damage to industries
not directly affected, is analyzed
as follows in a recent issue of The
Economist:

"Over 90 % of strikes in this
country are of the genre known
as 'unofficial' stoppages, which
means that they are generally
called without notice by whoever
is at that moment the effective
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holder of power on any particular
factory's floor.... The great ma
jority of strikes in other countries
take place at the end of a union's
one-year or two-year or three-year
contract.... The industrial dis
ruption caused by such end-of
contract strikes is a tiny fraction
of the disruption caused in Brit
ain when suddenly - because of
some row about a tea break
many motor factories have no
brakes to install. That is why
Britain has lost more of its na
tional income through strikes in
the 1960's than other industrial
countries. The familiar figures
purporting to show the opposite
deliberately count only man-hours
directly spent on strike and not
the much more important conse
quent loss of work through inter
ruption of supplies; they are a
blatant British exercise in na
tional self-delusion."

Taxes Kill Incentives

Overshadowing and, indeed, ac
counting for many other negative
aspects of the British economic
scene, the low working morale, the
frequent irregular interruptions of
normal working hours, the slow
ness of labor and management
alike to accept innovations calcu
lated to speed up productivity, is
the incentive-killing system of
taxation which often leads to
counterproductive results.

The famous British historian,
Macaulay, once observed that the
Puritans objected to the cruel
sport of "bear-baiting" not be
cause it gave pain to the bear,
but because it gave pleasure to
the spectators; and some of this
alleged Puritan psychology seems
to have entered into the framing
of British taxation. (There is no
reason for Americans to feel self
righteous on this count; the trend
toward skyrocketing costs of Fed
eral, state,. and municipal govern
ment, unless· checked, may shortly
find taxes as burdensome in Amer
ica as they are in Britain today.)

Nothing is more essential to the
functioning of the economic dyna
mo that drives the machine to
ever-higher standards of produc
tivity than the element of incen
tive for all involved in the working
process. Such incentives in Britain
today have been diminished almost
to the vanishing point. There have
been cases when wealthy Britons
have felt obliged to emigrate in
their late years, because their
death in Britain would leave their
heirs only confiscatory inheritance

.taxes, or death duties, as the Brit
ish call them.

Some British films have been
high earners of desired dollars
and other foreign currencies. But
so savage are the levies on high
incomes that British film produc
ers .will sometimes not go to the
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trouble and labor of turning out
a second film. Workers in factory
and mine have little interest in
qualifying for more skilled jobs
because this means transfer to a
higher bracket in taxation. The
rewards to management are too
small, after taxes, to encourage
the maximum effort that would
vastly aid the lagging balance of
payments.

Britons often express regret
over the tendency of young sci
entists, doctors, and other profes
sional men who contribute so much
to .a country's assets to seek
greener pastures in the United
States, Canada, and Australia.
Taxes are not the whole story;
superior research facilities and
other considerations also play a
part. But the lack of adequate ma
terial rewards, due largely to ex
cessive taxation, is a most im
portant factor.

Similar Problems in fhe U.S.

Even occasional glimpses of the
sputtering British economic dyna
mo (further affected by continu
ous inflation; one British acquaint
ance remarked: "It would make
as much sense to save last year's
snow as the pound sterling.")
convey the impression that a vi
cious circle has been created. The
fierce incidence of taxation dis
courages the extra effort that
would enormously improve nation-

al productivity and encourages
the "couldn't care less" mentality,
affording no help in a struggle to
maintain a stable currency and an
even balance of payments.

One need not look far to see a
similar trend toward those twin
evils - government overspending
and increasing taxation - in the
United States. The Federal tax
rate in this country still falls short
of the British, although it con
tains such features, weighted
against the saver, as the capital
gains tax, undue reliance on di
rect as against indirect forms of
taxation, and the double taxation
at the individual and corporation
level of sums paid out as divi
dends.

But the United States taxpayer
must reckon on additional pillage
at the hands of state and munici
pal authorities. (For all practical
purposes he has lost control of the
right to determine the level of his
own taxes, one of the primary
issues of the American Revolu
tion.) Massachusetts, the state
with which I am most familiar,
during the last decade has set a
record of financial mismanagement
which would arouse the envy of
the proverbial drunken sailor; and
New York and other states which
specialize in extravagant "welfare"
programs of subsidized idleness
are little, if at all, behind.

In Massachusetts, with the
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merry cooperation of Republican
governors and Democratic legis
latures, the cost of running the
state has trebled within the last
ten years. The proceeds of a new
tax are exhausted as soon as the
levy is imposed; there have been
three tax increases in the last four
years.

The financial resources of the
middle class are becoming ex-

hausted; taxation increasingly re
moves incentives and discourages
production. Unless American tax
payers find some means of curbing
the monstrous extravagance of the
Federal and state welfare pro
grams, with their false promises
of something for nothing, the
American economic dynamo, like
the British, will sputter and
fail. ~

$pend Now,
Pay Later

PAUL L. POIROT

WIDESPREAD CONFUSION concerning
money and credit affords the illu
sion that certain burdens of gov
ernment spending, such as the
costs of fighting a war, can be
postponed more or less indefinitely,
at least, until peace again pre
vails.

If a man's automobile is stolen,
there is no reason for him to think
that the impact of his loss may be
postponed, that it may be several
months or even years before he ac
tually misses his car. Or, possibly
he sells his car, but then finds him
self holding a worthless check
while car and "buyer" have disap-

peared. Right away, he under
stands that he has lost a car. Or,
instead of by check, he finds that
he has been paid in counterfeit
bills. His car is gone for nothing,
and he knows it at once.

It's possible that the thief or
check passer or counterfeiter may
have the use of the car for some
time before he is apprehended and
obliged to pay. But, surely, that
crooked way of postponing costs
can have no widespread appeal.
Nor can a durable society be
founded on the principle of steal
ing from one another; all too soon
there would be nothing to steal.
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Now, suppose the government
appropriates the car in the inter
est of national defense - simply
takes it from the rightful owner.
Will the man reason with himself
that he won't miss the car until
after the war? Noone really la
bors under such an illusion, and
well do politicians know it.

Instead of simply confiscating
the man's car, the national govern
ment pays him for it - or gives
him its bond or other promise to
pay. There begins the illusion.
Whereas, in fact, one car has been
withdrawn from the market sup
ply of goods and services available
to customers, no potential buyer is
aware that he then and there has
lost that rnuch purchasing power.
Shortly, buyers may note that cars
are becoming somewhat more ex
pensive; indeed that goods and
services generally are rising in
price. But how many housewives
and other shoppers will ever come
to the full realization that the cars
and other goods and services that
the government withdraws from
the market have been replaced by
nothing except "national defense"
and "general welfare"? Instead of
cars and things, customers have
"money!.' - of the type that only
a national government with a frac
tional-reserve central banking sys
tem can create.'

The great illusion is that all of
this extra money is worth as much

as the missing car, and that it ac
tually will be enough to pay for
a car once the war or other na
tional ·emergency is over. Under
that illusion, a person can easily
persuade himself that the cost of
the war has been postponed and
that the taxpayers of a future
generation eventually may payoff
the national debt.

Both Guns and Butter

The sad truth is that real wars
are not waged with weapons and
other resources to be produced or
withdrawn from the market at
some indefinite future date. The
full cost of ammunition occurs,
and the burden has to be borne,
as economic resources are chan
neled to that purpose and before
a shot can be fired. Every scarce
commodity or service committed
to war at that very. moment di
minishes the buying power of pri
vate citizens by a corresponding
amount. If they have extra money
in their pockets, it will be matched
either by higher taxes or by
higher prices - or some of both.

It's true that people may have
both guns and butter if they will
save enough for tools and working
capital and work long and hard
enough to produce all that is
needed of both. And the patriotism
stimulated by war may bring
forth such extra effort and pro
ductivity. But it will never be true
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that men can shoot guns or eat
butter now that are going to be
produced by a future generation.
That is strictly an illusion, stem
ming from a person's faith that
the money and credit created by
government out of thin air is
worth as much as the goods and
services the government with
draws from the market. Upon such
misplaced faith rests the sorry
case for inflation.

If we will think in terms of
goods and services, it is easy
enough to see that the cost of
things used now must be borne by
us now and not later. The illusion
that we can spend now and pay
later, or that we can pass our

costs on to future generations, be
gins when we try to think in terms
of money and credit and its ma
nipulation.!

Our debts cannot be. escaped by
us or be passed along to future
generations. What we leave to our
children, by our reckless spending,
is a ruined economy! ~

1 It should be clear, of course, that
this discussion does not pertain to private
buying and selling on credit. Business
men and their customers cannot create
money and credit out of thin air. An in
dividual may only borrow what some
one else is willing and able to lend, and
quickly reaches the limit of his credit if
he cannot or will not meet his obliga
tions: The point of concern, in this arti
cle as in the world of reality, is the
tampering with money and credit that
is perpetrated by the government and
blamed upon the victims.

A House Divided

LIVING WITHIN our income as a government is no more compli
cated than it is for an individual to refrain from buying groceries
and pretty clothes he cannot pay for. In many quarters this is an
accepted objective of national tax policy. The trouble lies in the
means of attaining this end. The difficulty of n1aking both ends

meet in governmental fiscal matters may be due partially to our
setup which separates responsibility for budgets of expenditure
from responsibility for budgets of income. Any family would like
wise have difficulty balancing its budget if one member had full
power over spending and another over income, and if each took
the attitude that the other side of the account was something for
the other person to worry about.

F. A. HARPER, The Crisis of the Free Market
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15. SOCIALISM IN POWER

IN JULY of 1945 an election was
held throughout the United King
dom. The war was over in Europe,
but fighting still continued in the
Pacific. Despite the fact that a
National Government, headed by
the Conservative, Winston Church
ill, had been successful in prose
cuting the war, the decision was
made to have a partisan election.
To the consternation of almost
everyone, the Labour Party won
overwhelmingly, returning 393
members to the House of Com
mons to 189 for the Conservatives
and 58 for all other parties. For
the first time in history the Labour
Party came to power with a clear-

Dr. Carson, Professor of History at Grove City
College, Pennsylvania, will be remembered for
his earlier FREEMAN series, The Fateful
Turn, The American Tradition, and The
Flight from Reality.

cut majority. Twice before, the
party had formed ministries, but
each time they had ruled with
Liberal support. This time they
had as clear a mandate to govern
according to their ideas as they
were likely to get. Socialism had
come to power. In its election man
ifesto for 1945, the Labour Party
proclaimed that it was "a socialist
party and proud of it."l

In several respects, the times
had been propitious for the social
ists to make their move. Clement
Attlee, the Labour Party leader,
must have realized this, for he had
pressed for an early dissolution of
the government and a new election.

1 Keith Hutchison, The Decline and
Fall of British Capitalism (London: Jon
athan Cape, 1951), p. 291.



1969 SOCIALISM IN POWER 301

The times were right, in the first
place, because- the English people
had become accustomed to collec
tive efforts during the war. They
were acclimated to vast undertak
ings by government - to large
scale evacuations, to massive mo
bilizations of armed forces and
their deployment around the
world, to collective responses to
air raids and the attendant black
outs, to concentration on war pro
duction, and so forth. One writer
says, "All this produced a revolu
tion in British economic life, until
in the end direction and control
turned Great Britain into a coun
try more fully socialist than any
thing achieved by the conscious
planners of Soviet Russia."2 At
any rate, they were psychological
ly prepared for the continuation
of such undertakings in peacetime.

Moreover, during the war the
government had either taken or
promised measures moving in the
direction of socialism. The most
famous of the tacit promises was
the one contained in the Beveridge
Report, made public in 1942. It
was comprehensive in what it
called for:

. . . It covered all the known
causes of the "giant" Want, by pro
viding for unemployment benefit,
sickness benefit, disability benefit,

2 A. J. P. Taylor, English History:
1914-1945 (New York: Oxford Univer
sity Press, 1965), p. 507.

workmen's compensation, old age,
widows' and orphans' pensions and
benefits, funeral grants, and mater
nity benefits. In addition to these fi
nancial provisions, the Report was
also based on the assumption that a
comprehensive health and rehabilita
tion service was to be established, its
full resources available to all....3

"Its popular appeal was immense,
250,000 copies of the full report
and 350,000 of an official abridg
ment being sold within a few
months. . . ."4 The thrust toward
socialism during the war was, to
a considerable extent, bipartisan.
The Beveridge Report was author
ized by the government, which
was predominantly Conservative.
Moreover, Anthony Eden, speak
ing for the Conservative Party,
had this to say in the House of
Commons, December 2, 1944:

We have set our hands to a great
social reform programme . . . and
even though there be an interruption
it is the intention of each one of us
who are members of the Government
to carry that programme through. I
have no doubt that ... if a Labour
Government were returned, that
Government would put through what
was outstanding in this programme.
And I can say, on behalf of the
Prime Minister, that we, as members
of the Conservative Party, would

3 Sidney Pollard, The Development of
the British Economy: 1914-1950 (Lon
don: Edward Arnold, 1962), pp. 348-49.

4 Ibid., p. 350.
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give them support in putting through
that programme....5

Both maj or parties, then, had done
their part to prepare the people
for great changes after the war.

The times were right, too, be
cause the long-term trend toward
greater and greater government
intervention and control was well
established. Since the early twen
tieth century, the government had
become more and more involved
in the economy: by minimum
wages, by the dole, by "in
surance programs," by heavy tax
ation, by monetary manipulation,
by ownership of certain undertak
ings, by control and regulation.
The minds of the people were set
toward intervention: by the ac
tivities of the Fabians, by the
Left Book Club, by the very popu
lar Keynesian economics, and by
the tendency of most of the liter
ary cadre to write favorably
toward it. Fe'w in positions of
leadership or authority were ap
parently able to think in other
than socialistic terms. Conserva
tives sometimes held back against
more radical measures, but they
were hardly. inclined to oppose the
general trend.

One other condition made it
relatively easy for the socialists
at the end of the war: wartime
controls were still in effect, and

5 Hutchison, Ope cit., p. 285.

could be continued with less re
sistance than if they were intro
duced for the first time.

On the other hand, whichever
party came to power after the war
could expect some rough going.
This was especially true for the
Labour Party, for socialists tend
to take on responsibility for all
economic effort, or at any rate to
claim credit for any achievements.
To take on the British economy
or lack of one - at the end of the
war was not an enviable task.
There had been considerable phys
ical da.mage in Great Britain dur
ing the war. An estimated
£ 1,500,000,000 damage had been
done to factories, railways, and
docks. Some 4,000,000 houses had
been either destroyed or damaged.6

Eighteen million tons of shipping
were lost, and only two-thirds of
this replaced in the course of the
war. 7 According to one writer, "A
large part of her industrial equip
ment was desperately in need of
replacement, for instead of spend
ing, as she would normally have
done over five years, £ 1,000,000,
000 to maintain and renew plants
and factories in the civilian indus
tries, she had spent this money on
munitions of war."8

6 Fl'2.ncis Williams, Socialist Britain
eNew York: Viking Press, 1949), p. 13.

7 David Thomson, England in the
Twentieth Century (Baltimore: Penguin
Books, 1965),p.202.

8 Williams, op. cit., p. 13.
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foreign Trade Problems
The most serious difficulty con

fronting the British at the end of
the war was in the realm of for
eign trade. They had come to de
pend on imports for much that
they consumed. "Nearly three
quarters of all the food she ate
came from abroad, 55 per cent of
her meat, 75 per cent of her wheat,
85 per cent of her butter, all of
her tea, cocoa, and coffee, three
quarters of her sugar. Every year
more than 20,000,000 tons of im
ported food had to be brought
across the seas and unloaded at
her docks."9

What made this situation press
ing was that the British had long
since ceased to balance these im
ports with goods exported. The
difference was increasingly made
up in recent decades by income
from foreign investments, services
such as shipping and insurance,
and payments in gold. At the end
of the war, Britain was deeply in
debt abroad, most of the gold sup
ply depleted, much of foreign in
vestments sold to defray the ex
penses of the war. Moreover,
Britain had for the two decades
preceding the war been losing out
to competitors in those things for
export where she had traditionally
dominated. (This situation was
not simply a consequence of the
war, however, or even particularly

9 Ibid., p. 11.

such a consequence. On the con
trary, in the years between World
War I and World War II, the gov
ernment pursued policies which
made it increasingly difficult for
British industry to hold its own.)

In addition, the British as vic
tors in the war had heavy military
obligations. They undertook to oc
cupy a zone in dismembered Ger
many. They had heavy commit
ments in other parts of the world
also, and were very soon confront
ed with volatile situations in areas
to which their hegemony had long
extended.

Even so, the leadership of the
Labour Party plunged into sociali
zation with a will, even with ap
parent alacrity. For more than a
decade they had been committed to
such a course if and when they
came to power. And there was no
counterbalancing power now to
hinder them in their surge. A
working majority of the House of
Commons was all they needed. The
Conservative Party was supine.
The House of Lords was powerless
to do more than delay or make
helpful amendments. The mon
archy was reduced to a symbolic
role in affairs. Indeed, it was the
King who announced to Parlia
ment the course it was to pursue.
He said, in part: "My Government
will take up with energy the tasks
of reconverting industry from the
purposes of war to those of peace,
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of expanding our export trade and
of securing by suitable control or
by an extension of public owner
ship that our industries and serv
ices shall make their maximurn
contribution to the national well
being."Io Such power as there was
in the United Kingdom rested in
the hands of a socialist ministry.

There were three main facets to
the domestic socialization program
in England: (1) the completion of
the welfare state, (2) the nation
alization of certain key industries,
and (3) control over those por
tions of the economy which re
mained technically in private
hands.

Completion of the Welfare State

The welfare aspect of socializa
tion has probably received more
attention generally than any other,
though it is not clear that social
ists would consider it most im
portant. In any case, a full-fledged
welfare state was established by
several acts shortly after Labour
came to power. Indeed, one act was
passed in 1944 which should be
mentioned. It was the Education
Act. This act raised the school
leaving age to fifteen, provided
"free" secondary education for
all children, and set up a system
of separating at the age of eleven

10 Alfred F. Havighurst, Twentieth
Century Britain (New York: Harper and
Row, 1962, 2nd ed.), p. 369.

those pupils to go to preparatory
schools and those to attend termi
nal schools.ll

The two most dramatic welfarist
acts, however, were passed in 1946
under the Labourites: National
Insurance Act and National Health
Service Act. The National Insur
ance Act provided protection
against various vicissitudes to that
large portion of the public which
had not been so protected as yet.
It covered "every person who on
or after the appointed day, being
over school-leaving age and under
pensionable age, is in Great Brit
ain and fulfills such conditions as
may be prescribed as to residence
in Great Britain. . . ."12 These
would then be eligible for unem
ployment benefits, sickness bene
fits, maternity benefits, and so on
and on. The expenses were to be
defrayed by employer, employee,
and taxpayer (government) "con
tributions." The National Health
Service Act was much more con
troversial. Many physicians op
posed it. Even so, it was passed,
and eventually went into effect in
1948. The act provided for free
medical and dental services for
everyone, and for those who pro
vided the services to be paid by
the government. It was intended

11 See Stephen B. Baxter, ed., Basic
Docu1rwnts of English History (Boston:
Houghton Mifflin, 1968), p. 281-82.

12 Ibid., p. 288.
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as a comprehensive plan for look
ing after the health of those Iiving
in England and Wales.

Welfarist in nature also was
the massive house building pro
gram undertaken under Aneurin
Bevan, Labourite Minister of
Health. The program tended to
ward nationalization of housing
also, for it encouraged the build
ing of rental housing and dis
couraged building for private own
ership. It "was decided that the
major part of the permanent
building programme should be
carried out through the local au
thorities, who would employ build
ers under contract to build houses
to rent and who would be given
financial aid by the Government in
order that ... the houses when
constructed could be let on the
basis of need at fairly low stand
ard rents." To discourage private
building, "builders were to be al
lowed to build for sale or under
contract to private purchasers only
to a restricted degree and only
after a license had been secured
from the local authority."13

Nationalization of Industry

Nationalization was undertaken
with considerable vigor. The broad
categories of industries national
ized were banking, power and
light, transport, and iron and steel.
The first nationalization was au-

13 Williams, Ope cit., p. 127.

thorized by the Bank of England
Act passed in 1946; the last major
one was authorized by the Iron
and Steel Act of 1949. A fairly
typical nationalization measure
was the Coal Industry Nationali
zation Act passed in 1946 to go
into effect January 1, 1947. "The
act provided for a National Coal
Board appointed by the minister
of fuel and power and consisting
of nine representatives of various
functions within the industry
(such as finance, technology, labor,
marketing), who were to operate
all coal mines subject to the gen
eral supervision of the ministry.
The public corporation replaced
more than eight hundred private
companies, which surrendered
their assets for a compensation.
•••"14 T4e way had been prepared
for further consolidation and even
tual nationalization of most of
these industries by the carteliza
tion that had taken place in the
1930's by government sponsorship.

It was not simply a matter of
chance that these particular in
dustries were selected for nation
alization. Socialists may not know
how to plan an economy to achieve
their ends. The record would indi
cate that they do not. And British
socialists had, in effect, organized
irresponsibility on a large scale in
these industries, for they had
placed them under the control of

14 Havighurst, Ope cit., p. 370.
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boards whose members had much
authority but few responsibilities
- responsibilities to stockholders,
responsibilities to operate efficient
ly, even responsibilities to Parlia
ment. Even so, British socialists
demonstrated that they knew
where the main arteries of a mod
ern economy are. They meant to
bring these directly into the hands
of government agencies, and did.

Before spelling out the import
of nationalization and indicating
the extent of much more extensive
controls, it will be helpful to re
view briefly the vision which the
socialists had in mind. One of the
men who participated in the early
stages of this broad effort de
scribed it as a test and an experi
ment. He said, in part:

... Here at last a practical test of
two vast and so far unproven as
sumptions is taking place. The first
is that a planned socialist system is
economically more efficient than a
private-enterprise capitalist system;
the second is that within democratic
socialist planning the individual can
be given broader social justice, great
er security, and more complete free
dom than under capitalism.l5

To make this test, planning has to
reach through to every ligament
of an economy. The above writer's
description suggests the extent of
such planning:

15 Williams, op. cit., p. 5.

The central planning organization,
for example, is required to estimate
the total number of men and women
available for employment, the
amount of essential raw materials
such as coal, steel, and timber likely
to be available from all sources, the
total national production of goods
possible in the current situation, and
how this productive effort should be
divided between home consumption,
exports, and capital investment.

Having made this analysis, the
Planning Board assesses industrial
priorities in the light of it; decides
what proportion of the total working
population is needed for national se
curity in the defence services, what
proportion in· the public and admin
istrative services, how many in
trade, industry and agriculture in
order to reach the production targets
set, and what general division of
manpower there ought to be between
export and home production, and be
tween the productive and distribu
tive trades. A similar assessment of
the correct distribution of basic raw
materials between various types of
users is also required... .16

In short, the determination of
what was to be done in the eco
nomic realm was to be_taken out
of the market and made by gov
ernment officials. To accomplish
this - if it could be done - it
would be necessary to have full
control of key industries. The key
industries of a modern economy

16 Ibid., pp. 87-88.
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are, undoubtedly, banking, power
and light, transport, and iron and
steel. No modern enterprise can
operate effectively without the use
of one or more, and usually all, of
these goods and services. Power is
essential; capital is required (not
necessarily borrowed money, but
money, and central monetary au
thorities can either maintain the
money supply or destroy it);
transport must be had; and equip
ment and housing made in some
part of iron and steel are practical
necessities. The government which,
in effect, possesses these essential
goods and services can dictate to
virtually all other undertakings.

Other Controls and Regulations

Of course, British socialists did
not content themselves with .na
tionalization. Additionally, a vast
network of controls, subsidies, pri
orities, prescriptions, proscrip
tions, and regulations were extend
ed over the remainder of industry
and agriculture. .It will have to
suffice here to call attention to
some of these.

One of the most dramatic ex
amples of compulsion can be ex
amined in the regulation of the
location of industry. The compul
sion was provided for by a Dis
tribution of Industry Act, the
Town and Country Planning Act,
and procedures adopted by the
Board of Trade. The main impetus

was to have new industries located
in areas where labor was most
abundantly available -.,.. to move
factories to the workers. The Dis
tribution of Industry Act aided by
making loans, by giving finan
cial assistance to companies that
would open factories in desired
areas, and by the use of tax mon
ies to build factories for lease.
This, in itself, was largely an ef
fort by the government to influ
ence the location of industry. But
stronger weapons were at hand. In
order to build a new factory, it
was necessary to get a ·license
from the Board of Trade. The
Board of Trade could, in effect,
veto a plan to build a factory any
where. This was bolstered by the
powers exercised under the Town
and Country Planning Act: not
only were new towns planned but
also building activity was direct
ed.17

Economic activity of every sort
was minutely regulated. Wanted
"production was encouraged; lux
ury production was limited. Li
censes were required to export
raw materials and any manufac
tured articles ... needed·at home.
Domestic consumption was regu
lated by rationing, subsidies and
price controls.... New industrial
enterprises seeking capital had to
be approved by a government com
mittee...." There was much more,

17 Ibid., pp. 93-94.
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of course: "paper control was di
rected by the manager of a large
paper manufacturing concern;
matches were controlled by an of
ficial of the largest manufactur
er...." Moreover, "Treasury bud
gets were drafted with a view to
controlling investment.... For
foreign travel, limitations, changed
from time to time, were placed on
the amount of cash which could be
taken from the United King
dom."IS The bureaucrats made
ubiquitous attempts to control ev
erything.

As for agriculture, it was de
cided not to nationalize the land
but to re'gulate and control activ
ity in this area. The Ministry of
Food was authorized to buy agri
cultural produce and became, in
effect, the sole market in which
farmers were to sell. As the only
buyer and seller, it proceeded to
set prices to the farmers, on the
one hand, and to the consumers,
on the other. In general, the Min
istry paid high prices for products
wanted and sold them at a loss,
the aim being not profit but to en
courage the kind of production
and consumption wanted. Agricul
ture was controlled "by a range of
other measures, such as the giving
of acreage grants for particular
crops, financial aid for improve
ments, loans to agricultural work
ers to become farmers on their

18 Havighurst, op. cit., p. 384.

own account, and the establishing
of pools of labour and machinery
upon which individual farmers can
call during sowing and harve,sting
seasons. There is also power to
give directions to farmers to
plough up land and grow particu
lar crops."19

Finally, a large portion of the
income of Englishmen was "na
tionalized" by way of taxation.
Taxes were excruciatingly high
under the Labour government. An
economic historian indicates that
the government took 37.7 per cent
of the value of the gross national
product from the people in 1946.20

The income tax was confiscatory.
"Here is a story which shows it: a
big American business which had
decided to pay the head of its Eng
lish subsidiary a salary of 20,000
dollars (£ 5,000) was informed
that, owing to the Income Tax, the
recipient would in fact touch half
only. Not to be put off, the Ameri
can business asked how much it
would need to pay its servant to
ensure him £ 5,000 net. The an
swer came back - £ 50,000, the
figure which will, after taxation,
leave £ 5,093 lOs. O· d."21

Dependent and Stifled

Two things should be immedi
ately apparent. The first is that
socialism had made the English

19 Williams, op. cit., p. 98.
20 Pollard, op. cit., p. 366.
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people dependent upon govern
ment. They were made dependent
for food, for markets, for educa
tion, for health services, for li
censes, for loans, for subsidies,
for jobs (it became necessary to
belong to a labor union to work in
unionized employments), for ma
ternity benefits, for funeral sub
sidies, for unemployment benefits,
for disability payments, for build
ing permits, for the amount that
could be taken abroad, for priori
ties for buying, for authorizations
to sell, for houses in which to live
(in the case of numerous renters),
for broadcasting facilities, and so
on. Such dependence has not cus
tomarily been known as freedom;
the generic term for it is bondage.

Secondly, British economic ac
tivity was strait-jacketed by gov
ernment ownership, control, and
regulation. Such overall bureau
cratic direction greatly reduced
the number of minds to cope with
economic tasks and the number of
ways that may be used to deal
with them. When enterprise is
free, when men receive the re
wards of their labor, every man
may use his initiative, ingenuity,

21 Bertrand de J ouvenel, Problems of
Socialist England, J. F. Huntington,
trans. (London: Batchworth Press,
1949) , p. 206.

and energy to grapple with the
economic problem of scarcity. But
under state dictation men are not
permitted to exert their energies
as they see best. If they perform
at all, they are to perform as they
are directed, with whatever will
they can muster for the effort. Un
der socialism, the English people
were told what to produce, where
to produce it, where to sell it,
where they could buy, and when if
at all to undertake it. Bureaucrats
were free to plan; the people were
free to obey.

The economic situation of Eng
land was precarious enough in
1945, as has been pointed out. The
English people had a big job ahead
of them to recover from the ef
fects of the war and to regain
their position in the world. It was
task enough to challenge the initi
ative, ingenuity, and energy of the
whole people. Unfortunately, they
decided to strait-jacket a large por
tion of the population and to de
pend upon bureaucrats. It was as
if a drowning man should encum
ber himself with balls and chains
fastened to one arm and both legs,
leaving himself only one arm with
which to swim. In such circum
stances, England's fall was precip
itate. ~

The next article of this series will describe
"The Fall of England."



Progress

NOWADAYS we tend to equate prog
gress with improvements in our
material standards of life. As a
nation we measure our success by
how fast our total production is
increasing, or by the number of
motor cars for every 100 people.

But isn't this a rather limited,
superficial view of progress? A
man is not necessarily a better
man because he can afford caviar
and champagne, or because he has
two cars instead of one. In the
end the only true measure of
progress is whether we are becom
ing better as human beings.

This doesn't mean that material
prosperity is unimportant. But its
true purpose is not to enable man
to wallow in luxury, or to live a
life of idle indulgence. It is to
give him a better opportunity to
cultivate his mind and spirit, to
improve his understanding, to seek
wisdom, to enlarge his sympathies
and sense of compassion, to' devel
op his character.

From IPA Facts, August-September, 1968,
published by the Institute of Public Affairs,
Melbourne, Australia.

Man is more than a pig at a
trough. He needs higher goals, a
nobler purpose, than the mere sat
isfaction of his bodily appetites.

Indeed, as the material things
available to him multiply, the
greater can be his peril, the more
urgent his need to take stock, to
concern himself also with things
that belong to the realm of the
mind and spirit. An excessive ab
sorption with physical satisfac
tions and pleasures led to the
downfall of many of the great
civilizations of the past.

Material advancement can be
the means to a better way of life.
It can be the instrument of prog
ress. But it is no more than the
instrument. "The' quality" of our
life is more important than "the
quantity."

Real progress lies within man
himself, in the cultivation of his
best instincts and the suppression
of his worst. Real progress is self
development in the highest sense,
and that is something for which,
in the final analysis, each indi
vidual is himself responsible. ~



My FRIEND had trimmed me at
squash, and I tried to recover a
bit of self-esteem in the coffee
shop afterward. "I've been read
ing Tocqueville," I remarked,
counting on his blank look.

"Read him in college," he picked
me up. To prove it he spelled out
the name. "Alexis, wasn't it?"

"Yes," I growled into my
chowder bowl, "Alexis."

Small wonder, really, that my
friend had run across De1nocr:acy
in America. Since its publication
in 1835 it has ranked as a classic
appraisal of the American scene.
The freshness of its observations
show that although much water
has· passed under the bridge in our
national history since that date,
the same river still flows - noisy,
turbulent, and productive. This
French aristocrat praised the new
nation even when he was not sure
that he liked it. Yet he suffered
little from bias and tried to under-

Dr. Winston, after twenty-five years of parish
ministry, now devotes full time to lecturing and
writing, with emphasis on history. His latest
book, on privateering· and piracy, is soon to be
released by Houghton Mifflin.

AS

TOCQUEVILLE
SAW US

ALEXANDER WINSTON

stand our baffling ways; his sub
tle mind possessed the paradoxical
but precious gift of detached en
gagement with his subject; and
he commanded a literary style of
limpid elegance. Altogether, an
admirable critic.

Democracy in America is pro
vocative even when its conclusions
are off-target. And occasionally
Tocqueville did miss. He insisted,
for one thing, that equality is our
ruling passion. "Equality is their
idol," he declared. "Nothing can
satisfy them without equality, and
they would rather perish than lose
it."

But if we examine equality with
care, we see that in its political
form it is always abstract; and no
one, above all. a pragmatic Amer
ican, is likely to man the barri
cades for an abstraction. In a
strict sense, we are equal only
when we fall into the same general
class. Thus, all apples are equally
apples (though no two are identi
cal) ; all humans human, from a
New Guinea Stone-Age man to
Einstein; every couple is a mem-
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bel" of the class of two; and noses
that are deliciously snub, pointed,
flat, or bony as a hawk's, answer
equally to the single word "nose."
Hardly a cause for pride. Would
you lay down your life for it?

Political equality narrows the
scope of this general principle
without reducing its abstractness.
In their impartiality, our rights
and liberties apply in the same
way to all, and therefore, by their
nature, transcend the individual.
Every citizen (whoever he be) has
the right to worship, speak, as
semble with his fellows, vote, and
petition for redress of grievances;
every citizen (whoever he be) has
the protection of the law in his
person and property, and shall be
deprived of these only by due
process, at the hands of a jury of
his peers. Cherished rights, all.
But when one of our forefathers
oiled his musket and whetted his
sword to gain them, he fought for
his rights. The equality was inci
dental, as a correlative act of jus
tice, and to guarantee the preser
vation of those liberties to each
by assuring them to all.

With basic rights secured, Amer
icans have lately pushed the idea
of "equal opportunity." 'Ve rec
ognize that a spindly youngster
from Appalachia or a ghetto child
may be handicapped through no
fault of his own; that Negroes
have been confined to inferior edu-

cation, poor housing, and menial
jobs; that Puerto Ricans labor
under the difficulty of language,
women are down-graded in the pay
scale for no reason but their sex,
American Indians wear out lives
of poverty and ignorance on neg
lected reservations, and so on.

In recent decades a flood of
money and energy has poured out
in an effort to alleviate the condi
tion of these minorities. The mid
dle-class American groans at the
burden, but he does not seriously
doubt his obligation. In the race
of life everyone deserves a fair
run, we maintain; no one, there
fore, should be allowed to jump
the gun because his aunt married
the starter, or shove his rival in
the homestretch because the finish
judge owes him money. "I must
say," commented Tocqueville,
"that I have often seen Americans
make great and real sacrifices to
the public welfare; and I have re
marked a hundred instances in
which they hardly ever failed to
lend faithful support to each
other."

Vital as they are, equal oppor
tunities never quite reach the in
dividual. They wait for him, as a
voting booth waits for the voter,
a jury for the accused, a job for
the man. Our laws of fair employ
ment, reapportionment, open hous
ing, or bussing school children, are
little more than permissive. They
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open up residential suburbs with
out providing money to buy a
house, they make jobs available
without necessarily training for
them, extend the franchise but do
not educate the voter to use it, and
bus underprivileged children to
overprivileged schools in the hope
- but only the hope - that they
will learn more when they get
there. Legislated opportunities fall
on everyone like rain. Never mind
your name, just enter your Social
Security number. What does it
matter that you grow African vio
lets or collect Bach or sleep on
your left side or prefer hamburg
ers rare or usher in church or
love your wife or weep for a drop
out child or have a cataract com
ing on an eye or once felt God so
close that you could touch Him
with your hand? Just write your
number in this space where my
finger is ; thank you, yes, you
qualify. Hardly a ruling passion.

Is there, then, no equality that
recognizes the person, with all his
singular hopes, fears, ambitions,
and foibles? There is, indeed, and
it is more precious than rubies.
Every man wants to be respected
for himself, without regard to his
birth or station. That is why the
founders of this nation barred
titles of nobility and hereditary
privilege; they had had enough of
peasants knuckling their caps
when the gentry rode by. Men will

endure poverty and pain without
whimpering, but not contempt. The
honest carpenter deserves the
same courtesy as the honest presi
dent of a giant corporation. Every
rank of life has its integrity.

Within the intimate circle of
the family this respect intensifies
to love. Love is perfectly individ
ual; it feeds on particulars, on
what distinguishes the loved one
from every other; and yet, within
the family, who can claim more or
less of it? When I was a small boy
my parents would tease me by
asking which one of them I liked
the better. The question embar
rassed me hugely, and I hastened
to cry, "Both the same!" A mother
loves her different children "all the
same," and they count on it. Any
other strict equality between indi
viduals turns into despised same
ness. We are not flattered to be
mistaken f or someone else, nor
told that our names are the same;
we shudder at drab rows of look
alike houses, and if two ladies ap
pear in identical dresses, the party
is ruined for both. But in the re
spect of our fellows, family love,
and God's beneficence, we ask only
equality.

Now we come to the heart of
the matter. Peel from a man his
artifices, habits, skills, philoso
phies, and loves, as you would an
onion, until you expose his core,
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and you lay bare not the desire
for e(fuality or political liberty, but
an essential need for personal free
dom. He must be able to choose
among ends which he holds good,
intelligently consider the means
effectual to the chosen end, and
have the power to use those means
to that end. In the free act he at
tains his selfhood, his individ
uality, his lonely grandeur. Other
wise he is no more than a thumbed
mammal or, like the galleyslave
chained to his oar, simply a ma
chine that sweats. The straight
path of instinct or servitude is
now full of forks, and the free man
may agonize under the pressure of
decision, but he will not go back.
Freedom is his ruling passion.

Widely distributed freedom gen
erated on this continent a loose
knit, flexible, competitive society
with tendencies the very opposite
of static equalism. "The spirit of
improvement is constantly alive,"
Tocqueville reported. He marveled
at its audacity. "The inhabitants
of the United States are never fet
tered by the axioms of their pro
fession; they escape from all the
prejudices of their present sta
tion; they are not more attached
to one line of operation than to
another; they are not more prone
to employ an old method than a
new one; they have no rooted
habits, and they easily shake off
the influence which the habits of

other nations might exercise upon
them, from a conviction that their
country is unlike any other, and
that its situation is without a prec
edent in the world. America is a
land of wonders, in which every
thing is in constant motion, and
every change seems an improve
ment. The idea of novelty is there
indissolubly connected with the
idea of amelioration. No natural
boundary seems to be set to the
efforts of man; and, in his eyes,
what is not yet done is only what
he has not yet attempted to do."

The scene struck Tocqueville as
both awesome and monotonous,
like an unending sea of choppy
waves, for radical democracy is
bound to do some leveling down
while it levels up. The government
must tax the luxuries of the more
affluent if it is to provide neces
sities for the poor, so who can
build a Versailles? Educational in
stitutions that admit less qualified
students will surely dull the in
tellectual edge of the brilliant
ones. Art and craftsmanship may
be good in a democracy, but seldom
match in polish the single bauble
created by the aristocratic artisan
for an exacting lord. The result is
a dead level of achievement higher
than the worst possible and lower
than the best desired.

Tocqueville missed the concen
tration of power that made kings
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and nobles heroic figures, with
their romantic gestures and mem
orable follies, and in place of these
saw the petty goals, cheap tastes,
and drab sameness of an egalitar
ian society. Historians of democ
racy, he noted, record the massive
flow of whole peoples, and look for
impersonal causes, whereas his
torians of Europe's monarchies
recorded the lives of great men
and looked for motives. The citizen
of a democracy, thought Tocque
ville, is extremely enterprising
within the depressingly minute
confines of his private affairs.
Lacking the impressive authority
that permits a duke to summon
armies and topple thrones, the
democrat keeps his nose glued to
the account book. His low aims
and mediocre desires make mere
animal comfort seem to him Para
dise regained; to Tocqueville it
was hell, ·with plumbing.

The general leveling-out, he
feared, coupled with the dispersion
of power throughout the citizenry,
invited the most insidious of des
potisms - that of the majority.
The majority is always right in a
democracy, and its influence on the
common man is stealthy, perva
sive, and, above all, psychological.
It doesn't put the rebel to the rack,
but ostracizes him, for rebellion
against the infallible majority is
rebellion against the whole state.
The small fragments of power

scattered throughout the popula
tion must flow inexorably into the
central government if they are to
be concentrated on a sufficient
scale to do anything. The danger
is that after the citizens have cast
their periodic votes, they will settle
back into the comfortable illusion
that they are still exerting their
sovereignty, while in fact the gov
ernment is supervising them with
smiling good will, like the Big
Brother of Orwell's frightful
vision, keeping them happy and
helpless, protecting them in their
ease from either the hazards of
action or the rigors of thought.
"Men would not have found the
means of independent life; they
would simply have discovered (no
easy task) a new physiognomy of
servitude."

Expressing fears is a pastime
which has no known limits. Toc
queville also viewed with alarm the
possible abuse of unrestricted as
sembly, apathy in the electorate,
a military coup, armed revolt by
black slaves, a separate nation in
the agrarian South, and even a
peaceful take-over by some reso
lute minority.

He had a sharp eye for incipient
danger, we must admit. In abuse
of assembly, students now biv
ouac in the private offices of col
lege presidents. Black Panthers
make sounds like armed revolt.
Government grows ever more gar-
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gantuan and minutely regulative.
The erstwhile stalwart American
too often sums up the good life as
two cars, color TV, and Medicare.
And though the Founding Fathers
dared to write our Constitution
behind locked doors, the modern
politician frets about his image
and keeps his ear cupped for the
latest whiff of the consensus.

Most of Tocqueville's troubles
(as Mark Twain would put it)
never happened, never shattered
the republic, for a reason so sim
ple that it sounds preposterous,
namely, that the people wouldn't
put up with it. For the viability
of any social system depends, in
the last analysis, upon the mental
habits of its citizens. Tocqueville
suggests this stubborn factor
when he contrasts the divergent
histories of the Anglo-Saxons (as
he called them - and they were)
in North America and the Spanish
to the south, or, again, when he
attributes the superiority of
America's merchant marine to the
mentality of her seamen. In esti
mating any nation's capacity to
achieve, or to change in a given
direction, ingrained attitudes of
mind must be reckoned with. "We
thought we could jimmy things
around here and pf-f-f-f! the new
age," a social worker once told me
in Sicily. "We found out that you
have to change their minds, too.
That's slow, and it's tough." Lib-

erties don't come down like manna
from heaven; they are won, and
their responsibilities discharged,
by free men.

Royal tyranny vanished in Eng
land because the English com
moner just would not put up with
it. Commoners took the field
against Charles I and beheaded
that troublesome monarch; later
they drove James II from the
throne and in his stead elected a
Dutchman willing to respect Par
liament's prerogatives. In the
same century commoners settled
New England, resolved to extend
their mutual privileges; they
worked the land together, should
ered their muskets with a single
motion in the face of danger,
formed governments, built schools,
and worshipped side by side in the
same pew as though it were the
most natural thing in the world.
And it was, since they thought it
wa's. Every colonist granted justice
to all because he expected it for
himself. He spoke his mind as
conscience bade him, and the only
way to silence him was to kill him.
He was his own man.

Fortunately, the right mind can
be as tenacious as the wrong one.
The American colonists had the
right mind for planting the seeds
of democracy on these shores. If
we can keep that mind, we will
keep a free society. ~
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Essentials of Economics

IF YOU WANT instant enlighten
ment, Henry Hazlitt's Economics
in One Lesson is still the desired
text. If you want enlightenment
in great depth, there is Mises'
Human Action. But if you are
looking for something in the "in
between" category, the new Foun
dation for Economic Education
edition of Faustino Ballve's Es
sentials of Economics: A Brief
Survey of Principles and Policies,
translated from the Spanish by
Arthur Goddard ($3.00 cloth, $1.50
paper), is your meat.

Dr. Ballve was a Spaniard, born
in Catalonia, who became disil
lusioned with his country in the
thirties, when the life choices of
anyone who wanted to stay home
in Spain seemed to be narrowed
down to the either/or of Fascism
or communism. Having studied
economics in England, where he
managed to resist the Fabians, Dr.
Ballve had had some acquaintance
with the idea of libertarianism
under-law that one used to think

of as peculiarly Anglo-Saxon. He
took his philosophy with him to
Mexico in 1943, where he wrote
Diez lecciones de economia, or, as
it was translated for the French
edition, L'Economie vivante. The
English language edition, which
was first published by Van Nos
trand in 1963, includes some sub
stantive changes made for the
French public.

Dr. Ballve must have had his
Catalonian brothers in mind when
he wrote his book, for his clear
distinctions seem directed to the
emotional libertarian, particularly
common in Latin countries, who
tends to think of freedom as a
synonym for anarchy. The emo
tional libertarian goes in for syn
dicalism. But syndicalism, as Dr.
Ballve saw it, resulted in group
interferences with the market, and
pushed an economy in the direc
tion of corporativism, which de
mands state control of the syn
dicates and so negates the original
impulses of anarchistic individual-
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ists. Having forsworn the aberra
tion of his countrymen, who seem
to have a genius for turning things
into their polar opposites, Dr.
Ballve was in an exceptionally
good position to bring the princi
ples of classical liberalism to a
Latin audience.

freedom of Choice

Classical liberalism presupposes
rights, which must be guaranteed
by law and protected by the courts.
In economics, the right to life,
which is fundamental, becomes the
right to own and to exchange
what one owns in the free market
if one so chooses. (How else is one
to support life as a right, not as
something that one lives on suf
ferance of a tyrant?)

In translating his liberalism in
to the terms of economics, Dr.
Ballve refuses to talk about that
unreal abstraction, the "economic
man." Like Mises, Dr. Ballve
thinks that all choices, whether
economic or not, vie for an indi
vidual's time and energy. Any
choice of any kind affects the mar
ket: as Dr. Ballve puts it, "the re
tirement of an entrepreneur of
genial disposition can bring for
tune or misfortune to many other
entrepreneurs, just as the indif
ference of a truth-seeker to mone
tary considerations can, at a given
moment, make both him and others
wealthy." Thus there is a compe-

tition "not only among vendible
goods, but also among things that
are, as we commonly say, 'beyond
price.' "

The choices of men cannot be
predicted; moreover, they cannot
even be averaged. So there cannot
be any "mathematical economics"
apart from the science of statis
tics, which tells you what has hap
pened, not what is going to hap
pen. The future is unknown; it
can be-pushed into utterly unfore
seeable forms by invention, imag
ination, the spirit of adventure,
the willingness to' take chances.
Value is a subjective matter which
becomes objectified in price as
people trade "disutilities" (for
them) for "utilities" (which are
the other fellow's "disutility").
You get rid of something you val
ue less in order to pick up some
thing you value more. And your
judgment may. or may not reckon
with the "labor hours" it takes to
make something, or with "intrin
sic" value. The higgling of a whole
slew of subjective desires takes
place within the context of the
available purchasing power (money
and credit) , and it is the "market"
that makes the prices.

The state, of course, can inflate
or deflate the prevailing price lev
el by manufacturing or destroying
money. Governments make depres
sions by following interventionist
policies that expand credit without
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sufficient knowledge of what peo
ple actually want. Intervention, if
it does not make a lucky guess,
provokes malinvestment. In social
ist nations this fills the store
houses with unwanted goods; in
capitalist and semicapitalist na
tions, it piles up inventories that
have to be sacrificed at a loss.

Consumer Oriented

Everything is fluid in Dr. Ball
ve's world. Wages are not paid out
of any fixed "wage fund" in ac
cordance with an "iron law of
wages"; it· is the consumer, in the
last analysis, who pays· the worker
as well as the investor and the
entrepreneur. The consumer makes
the demand that brings out the
supply, again within the context
of the availability of money,
goods, and services. Just who will
get what out of the cycle of pro
duction, distribution, and con
sumption,,-depends on many vari
ables, none of which can be ac
curately predicted. The willingness
of the working class to reproduce
itself depends on general cultural
considerations. "Poverty" is a sub
jective concept; what was "riches"
to a courtier in the time of Louis
XIV would be considered "pov
erty" by many today.

Dr. Ballve is particularly good
in his description of the economic
process as a seamless web. Produc
tion, distribution, and consump-

tion cannot be split apart. The
production, in accordance with
Say's Law of Markets, releases the
purchasing power (wages, inter
est, dividends, profits) sufficient to
clear the market, with distribu
tion figured as a cost. The numer
ous time lags that separate the act
of production from the act of con
sumption overlap. There can be no
such thing as general "overpro
duction," although entrepreneurs
may make bad guesses in individ
ual instances that require a liqui
dation of inventories at a loss. If
the state does not interfere with
the rhythmic pulsations of the
economic process, unemployment
in specific industries will quickly
disappear as the workers who have
been temporarily·· inconvenienced
by bad guesses go to work for en
trepreneurs who are gifted with
better foresight.

International Trade

The effort of separate nations to
solve their problems on a socialist
basis (which comes down to "na
tional socialism" even though
Marxists pay lip service to "inter
nationalism") leads to national im
poverishment, for, if one cannot
import what other people can make
lllore cheaply, one is necessarily
forced to forego manufacturing
the exports which would buy the
most for the least in the world
market.
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All countries have to import food
and raw materials and manufac
tured goods if they wish to live
well; the idea of raising bananas
in the temperate zone, or making
automobiles in the desert, is self
evidently idiotic. The law of com
parative cost always holds. So,
when nations begin worrying
about the "balance of trade," they
are saying, in effect, that the price
of a currency expressed in an ex
change rate is more important
than bananas, or automobiles, or
whatever. This is a perversion that
sacrifices the consumer to an ab
straction; better let the currency
seek its own level in the world's
money markets.

Dr. Ballve's description of a
consumer-directed economics is
not a description of the contempo
rary world. Governments every
where seem to be in competition to
promote a maximum amount of
malinvestment by their constant
monetization of new debt. Because

of this, libertarians and conserva
tives have been predicting for
years a recurrence of the 1929
crash. It doesn't happen. But what
does happen is that individuals are
constantly forced to surrender
more and more of their liberties
while the governments go on in
flating their currencies. The "con
trolled economy," as Dr. Ballve
says, "drifts inevitably toward
communism." And, as Hayek said,
"the worst get on top," for the act
of controlling requires tough indi
viduals who are willing to use the
club, the knout, and the jail sen
tence to get their way.

Dr. Ballve's little book runs to
99 pages of text, plus the space de
voted to a foreword by Felix Mor
ley and the prefaces to both the
English and the Spanish language
editions. For those who can't find
time to read Mises' Human Ac
tion, Dr. Ballve is a good introduc
tion to the "science of choice." ~
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