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PARAMETERS

LEONARDE. READ

My OBJECT here is to examine and
comment upon a statement made
by the Secretary of the Treasury:

"We are at the end of an era in
in our economic policy. It will be
the disposition of the American
people to have as few constraints
as possible after the 90-day freeze
period, and if we can get voluntary
compliance now we can avoid
stringent controls later. But it
would be unwise to think we can
go back to where we were before.
American business and labor may
have to get used to the idea of
living within certain parameters."!

First, what is a parameter with
in which we may hav~ to live?
The simplest definition to be found
in the dictionary:

1 The New York Times, August 29,
1971, p. 1.

... a quantity or constant whose
value varies with the circum
stances of its application, as the
radius line of a group of con
centric circles, which varies
with the circle under considera
tion.
There are only a few in the

whole nation who even know what
parameters are, let alone how to
live within them. Why the use of
such a strange word? I suspect it
is used for precisely the same rea
son that the Chairman of the Fed
eral Reserve Board, some months
earlier, borrowed and broadcast a
British term, "incomes policy": to
lessen the shock effect. The same
applies to the more recent refer
ences to a "Stabilization Board."

To be open and above board
about it, that is, to bluntly an-
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nounce that we are in for wage
and price controls and then ration
ing and that these mean an end to
free market, private ownership
practices, would not set well with
a substantial number of citizens.
So, what is the political approach?
To ease into the statism being pre
pared for us by employing terms
so vague that hardly anyone
knows what the intentions are.
"Parameters" and "incomes pol
icy" are perfect examples of this
beating around the bush.

Contradictory Terms

What are we to make of "volun
tary compliance"? This is an ab
solute contradiction in terms. Put
it this way: If you will not volun
tarily jump out of the window, I
shall take sterner measures to

. accomplish the same effect. Vol
untary means something given or
done by one's own free choice, the
exercise of free will. Compliance
means just the opposite: acquies
cence or giving in.

In the days to come, this means
that you yourself will either freeze
wages and prices - regardless of
supply and demand and what you
would freely choose to do in the
circumstances - or you will be
compelled to do so. Respond to
the threat of force, or down comes
the force upon you! Voluntary,
instead of meaning an exercise of
one's own free will, turned around

to mean that you are to behave
according to somebody else's arbi
trary will!

"Weare at the end of an era in
our economic policy." Most gov
ernment officials believe we are, as
do many businessmen, some col
umnists and so-called economists,
and millions of others. Perhaps we
are! But this verdict should not
be glossed over and accepted light
ly. At least, let us be aware of its
meaning.

First, note that the antecedent
of the rationing to come is the
wage and price controls presently
imposed. The antecedent of these
controls is inflation brought on by
excessive governmental expendi
tures and money issue - and these,
in turn, caused by millions of mis
guided people looking to govern
ment for security, welfare, and
prosperity.

Second, note that current official
pronouncements make no mention
of the above sequence of causes
or the need for removing them.
This merely means that the wel
fare state and its concomitant, the
planned economy, are accepted and
assumed as a fait accompli,· the
new order is here - the total state!
Buy this, and we are, indeed, at
the end of an era. Russia, China,
Cuba, and others have beat us to
it, of course, in this century. But
the history of price-fixing extends
back at least 46 centuries in
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Egypt, China, Athens, Rome, Brit
ain, India, the·' colonial experience
in America, to mention a few
always with the same sad report:
the end of an era.2

"It would be unwise to think we
can go back to where we were be
fore." Was it unwise for England,
following the Napoleonic Wars, to
abandon mercantilism by repeal
ing three-fourths of some 18,000
laws restricting production, ex
change, and pricing? There fol
lowed the greatest outburst of
creative energy and mass well
being ever known up to that time.
On the contrary, the restrictive
laws under which England is
again falling would seem to be
what is most unwise.

Sack to freedom

True, the ideal free economy
has never existed anywhere. The
nearest approximation has been
in the U.S.A. Wisdom suggests
that we turn back in that direc-

2 See "Food Control During Forty-Six
Centuries" by Mary G. Lacy. Copy on
request.

Ever the Same

tion, doing everything within our
power to head off any move to
the contrary.

Economics, the study of hpw to
mitigate the effects of scarcity,
concerns the search for answers
to what should be produced and
in what amounts and whose satis
factions are to be served. The free
market, featuring open competi
tion and free entry, has the con
sumer as king. Each decides what
he wants, in what quantities, and
at what prices, where he shall
work, how many hours, and at
what wage. With free, unrestrict
ed pricing as the guidelines, the
free market is .always working to
ward a balance of supply and de
mand. The free market works
automatically and "shortages" and
"surpluses" are not in its lexicon.

Abandon the free market, and
not the consumer but the politi
cian becomes king. In the "new
era," that king, rather than you
and I, decides what shall be pro
duced, what we shall have, in what
quantities, and at what price. Can
that be wise? ~

IDEAS ON

$
LIBERTY

IT IS EVER the same. When a government inflates the money or
some other cause pushes prices upward, attempts are made to con
ceal the symptoms, rather than to attack inflation at its source or
otherwise get at the root-cause.

F. A.· H A R PER. Stand-by Controls



ECONOMICS andETHICS
SEARCH FOR A MORALORDER

EDWARD P. COLESON

THE WORLD was inexpressibly
shocked a quarter century ago,
when, at the close of one of the
most ghastly wars in history, the
evidences of Nazi brutality became
common knowledge. Without try
ing to excuse ourselves, the Bomb
which we loosed on mankind could
still be justified more easily than
the mass liquidation of six million
Jewish civilians. The Nuremberg
Trials and subsequent soul search
ings have never quite answered
the question of why they did it or
why many other things with which
they had no connection have also
happened in this civilized world.
This has been even more of a mys
tery because, according to modern
Western social theory, man is in
herently good. Beginning with
Rousseau a couple of centuries
ago, philosophers, social theorists,

Dr. Coleson is Professor of Social Science at
Spring Arbor College in Michigan.
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and even theologians had decided
that human beings were really
very nice creatures and that their
known failings could be readily
eradicated by education and cul
ture, because mankind was almost
infinitely perfectible. In the late
Victorian period with nearly a cen
tury of relative peace in Europe
since Waterloo, with increasingly
democratic governments on every
hand, with decades of social and
political reform an accomplished
fact, and with many improvements
which resulted from a host of sci
entific achievements in medicine
and engineering, the utopian
dreams of the ages seemed on the
verge of fulfillment. It became the
fashion then for people to look
back with horror and amazement
on the atrocities committed in the
dark ages of the past. The follow
ing quotation from a popular writ
er of the "Gay Nineties" well illus-
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trates this attitude:

The world contains no sadder me
morial of man's inhumanity to man
than London Tower. For centuries it
was the home of sorrow and despair.
The record of the victims of despotic
cruelty who have endured imprison
ment and suffered death within its
walls renders one sick at heart, until
he realizes that increasing civiliza
tion has at last made such atrocities
impossible.1

Increasing civilization - nonsense!
Any vicious, diabolical act perpe
trated on mankind in the history
of the world has been re-enacted
in our time and on a mass produc
tion scale. The burning questions
are why it has happened and what
we can do to prevent further dis
asters.

The Classical Tradition
of Natural Law

Our present dilemma is strange
ly reminiscent of other crises in
history. After the Golden Age of

. Athens in the midst of the fifth
century B.C. the Greek city states
fell to fighting among themselves
and well-nigh destroyed Greek
civilization. After such a glorious
epoch the collapse was a dramatic
contrast, indeed, and the Greeks,
always the theoreticians, busied
themselves trying to figure out
why the glory had so swiftly fad-

1 John L. Stoddard's Lectures, Vol. IX,
p.259.

ed. It was then that the aged Soc
rates and his youthful student,
Plato, attempted to diagnose the
Greek ills and prescribe a remedy.
Out of their soul searching and
the later work of Plato's pupil,
Aristotle, came the foundations of
Western social, political, and eco
nomic theory. One aspect of this
pioneer effort is of particular in
terest to us - the birth of the tra
dition of Natural Law. The con
cept of a Higher Law was not
wholly new to Greek thought:
years before, Sophocles had his
heroine, Antigone, assure her mon
arch:

Thy writ, 0 King,
Hath not such potence as will

overweigh
The laws of God ... fixed
From everlasting to eternity.

During the so-called Golden Age,
however, a new breed of thinkers,
the Sophists, had undermined the
Greek character by teaching their
students to be clever rather than
ethical. Moral standards were re
jected: "Man is the measure of all
things." The people of the time
were well aware of the decline in
character and there was the usual
urge to return to the "good old
days," but the decay was not ar
rested although they understood
their problem. They seemed to be
quite aware that the new relativ
istic code of the Sophists was their
undoing: "Whirl is king," said



648 THE FREEMAN November

Aristophanes, "having deposed
Zeus." Therefore, with Plato and
Aristotle we find the urge to dis
cover a norm for human conduct
which would be stable and perma
nent, a standard above a'nd beyond
ourselves. Aristotle2 urged that
"God and Reason alone [should]
rule, . . . he who bids man rule
adds an element of the beast...."
The tradition of the Natural Moral
Law was continued by the Greek
Stoic philosophers who passed it
on to the Romans. One of the fin
est statements of legal philosophy
was written by Cicero, the great
orator, who lived when the Roman
Republic was in its death throes.
He speaks of a Higher Lavv that

... cannot be contradicted by any
other law, [which] neither the Sen
ate nor the people can give us any
dispensation for not obeying.... It is
not one thing at Rome, and another
at Athens; one thing today, and an
other tomorrow.... God himself is
its author, its promulgator, its en
forcer. 3

The Christian Church and
the Higher Law

With the rise of the Church
within the Roman Empire it be
came the task of Christian think
ers to decide what they were going
to do with Greek, to them pagan,

2 Brendan F. Brown, The Natural Law
Reader, p. 51.

3 Ibid., p. 54.

philosophy (the Christians back
then were much less given to play
ing "follow the leader" than they
have been more recently). The
Natural Moral Law sounded ac
ceptably pious but the Greeks and
Romans derived their guidance
from "right reason," while the
Hebrew-Christian tradition went
back to the giving of the Law of
God to Moses in the midst of thun
der, earthquake, and smoke on
Mount Sinai. The first was the
product of deductive reasoning
and conscience for the most part
but the latter was simply given
given by God himself. Centuries
later St. Thomas Aquinas (1225?
1274 ?) resolved the dilemma by
an ingenious synthesis of both
traditio'ns ~

Thomas Aquinas made four cate
gories of all law. At the top of his
legal hierarchy he placed the Eternal
Law of God which comprehended ev
erything else. Beneath this was that
portion of the Eternal Law which
was revealed in the Bible and the
Church. Next came Natural Law
which was that part of the Eternal
Law which man could comprehend
by unaided reason. Finally, at the
bottom, he placed the laws of par
ticular governments which might be
called Human Law.4

Back in 1215, however, before
Saint Thomas was born, some

4 Irving E. Howard, "The Theology of
the Declaration of Independence," Chris
tian Economics (June 11, 1957), p. 1.
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practical Englishmen took affairs
in their own h-ands and wrested an
historic document from their des
potic king. This, of course, was the
Magna Charta and the tyrant was
King John, the Norman king of
England, but even this was not a
wholly pragmatic affair. Soon
Henry de Bracton was to supply
the theological foundation: "The
King is under God and under the
Law." Centuries later Englishmen
would appeal to Bracton when
they resisted Charles and James.

It is interesting to note that the
American colonists two hundred
years ago used William Black
stone's Commen.taries on the Laws
of England in much the same way
in their quarrel with George III.
The first volume of Blackstone's
famous Commentaries came from
the press in 1765 but the Ameri
can colonists were so cordial in
their reception of his ideas that a
decade later Edmund Burke could
tell Parliament on the eve of the
American Revolution that "they
have sold nearly as many of Black
stone's Commentaries in America
as in England." The appeal was
Blackstone's doctrine of Natural
Law:

This law of nature ... dictated by
God himself, is of course superior in
obligation to any other. It is binding
over all the globe in all countries, and
at all times: no human laws are of
any validity, if contrary to this; and

such of them as are valid derive all
their force, and all their authority ...
from this origina1.5

When Hitler came to power a
few hardy Germans reminded him
that God was their "Fuehrer," but
the Higher Law was well-nigh for
gotten and Hitler had his way
with the German people. It is high
ly disturbing to compare the ease
with which despots take over na
tions today as compared with the
heroic resistance of our fathers to
tyranny in the past. Evidently the
iron has gone out of the soul of
modern man. As William Penn
said: "If men will not be governed
by God, then they must be gov
erned by tyrants."

God's Law and Economics

Now it would be a mistake to
assume that back in some golden
age there was a Christian com
monwealth in which all the virtues
flourished and men lived together
as brothers. Every system devised
by man since the beginning of
time has been disfigured to some
degree with the marks of human
frailty. Nevertheless, we need not
give up in despair: mere mortals
have done quite well at times and
no doubt could do so again. It is
interesting to note that the great
conscious attempt to let the eco
nomic life of the nations conform

5 William Blackstone, Commentaries on
the Laws of England, Vol. I, p. 31.



650 THE FREEMAN November

to some abstract Higher Law was
not during the Reformation era or
the Puritan period in England, for
instance, when men were presum
ably doeeply concerned about fol
lowing the divine mandate, but
during the Age of Reason when
theology was out of fashion. The
religion of the times was Deism, a
rather detached belief in a Su
preme Being who created the uni
verse and set it going according to
Newton's Laws of Motion. Asa
result of the scientific revolution
in astronomy and physics, dating
back to Copernicus, Kepler, and
Galileo which became the basis of
the so-called Newtonian Synthesis
somewhat later, the social philos
ophers of the time were convinced
that there were also laws of hu
man behavior, both individual and
in the mass. Their belief in "law
and order" contrasts strangely
with the relativistic philosophies
of our time as the familiar lines by
Alexander Pope so clearly show:

Nature and Nature's laws lay hid
in night.

God said, "Let Newton be!" and
there was light.

One of our clever contemporaries
brought the couplet up to date:

But not for long. The devil
howling, "Ho!

Let Einstein be!" restored the
status quo.6

----
6 Richard C. Bernhard, Economics, P.

733.

An Orderly Universe

The pioneer economists believed
that there are abiding principles
in all of life, "laws" which man did
not make and cannot alter. By con
trast, as the second couplet sug
gests, our contemporaries believe
that all is relative, that they can
make up their rules as they go
along and that, like prices nowa
days, they are "subject to change
without notice." It is beginning to
appear that certain time-honored
principles such as Gresham's Law
are still with us and are rising
from the rubble of our shattered
schemes to mock us. Perhaps we
will find that our Fathers were
right after all.

Akin to the doctrine of Nat
ural Law in human affairs was
the conviction that there is a Nat
ural Order, what should and
could be a harmonious working to
gether of everyone's interests, if
each would play the game of life
fairly. This concept reminds one
of the familiar Balance of Na
ture, much talked about by ecol
ogists today who fear we are up
setting Nature's plan. Much the
same idea is expressed by St. Paul
in the familiar dictum that "all
things work together for good," if
we but obey the Supreme Law
giver (Romans 8: 28). If the econ
omy would run by itself, better
than any Keynesian bureaucrat
ever could succeed in running it,
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let's let Nature do it for us then.
The government - Jefferson's
"simple, frugal affair" - could then
retire to the side lines to serve as
"umpire" with the rule being
simply "no force and no fraud," as
Robert M. Thornton7 wrote re
cently.

It was upon this self-regulating
Natural Order that Adam Smith
based his economics: "There is an
astonished tone in his work, as if
he could hardly believe his own
discoveries and sensed a quality of
magic in them," as Richard C.
Cornuelle8 wrote a few years ago.
There is impressive evidence, both
positive and negative, to suggest
that just perhaps Adam Smith
was right after all- Victorian
prosperity a century ago and the
"German Economic Miracle" un
der Erhard after World War II as
proof of what the free economy
can accomplish and the dismal
failure of a lot of socialist schemes
as examples of the alternative ap
proach.

Virtues of Self-Reliance

In an age of disintegrating so
cial, political, and economic pro
grams - New Deals, Great Leaps,
and Five Year Plans - the claims

7 Robert M. Thornton, "The War on
the Poor," Religion and Society (Dec.
1970) , p. 24.

8 Richard C. Gornuelle, Reclaiming the
American Dream, p. 48.

of the self-regulating free economy
deserve further consideration. In
addition to the simplicity and econ
omy of the approach, there is the
very important fact that self-re
liance and personal responsibility
are encouraged. Like Horatio
Alger, people take out their frus
trations working instead of riot
ing, since they don't expect the
government to take care of them.
This approach maximizes produc
tivity and minimizes violence:
with famine a global threat and
strikes, riots, and war a present
reality, we could certainly use
more productivity and less vio
lence.

Almost inevitably if people have
been schooled to expect the good
things of life in ever increasing
quantity from the hands of gov
ernment, they will rebel when the
promised abundance is not forth
coming - and if they sit and wait
for it to come, it won't be forth
coming. People do not shoot the
weatherman when there is a
drought, because they don't think
he is to blame. If people believed
once more that God is the source
of material blessings and that
"God helps those who help them
selves," violence would cease to be
a factor in politics - we survived
the Depression with little of it.
Adam Smith's thesis that the eco
nomic problem will find its solu
tion, as well as any human prob-
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lem ever is solved, when men work
diligently and efficiently, and are
fair in their dealings, is a propo
sition .that deserves serious con
sideration once more,' since alter
native approaches have failed so
miserably.

In an age when most people be
lieve that the right is somehow
impractical and unworkable, a
noble ideal but hardly a guide for
everyday action in business or on
the international scene, Adam
Smith's doctrine of the harmoni
ous outworking of the true self
interest of all of us can scarcely
be emphasized too strongly. What
is truly good for labor is good for
management, too, and the appro
priate international economic pol
icy for us would be good for our
neighbors - Germany, Japan, and
the rest. In the popular mind free
enterprise means Darwin's doc
trine of "survival of the fittest," a
brutal struggle to the death, but
The W ealth of Nati·ons was pub
lished in 1776 and the Origin of
Species did not appear until 1859.

A few years before Darwin the
famous French economist, Fred
eric Bastiat,9 asked: "How could
God have willed that men should
attain prosperity only through in
justice and war?" To Bastiat, this
doctrine of conflict is based on the
"frightful blasphemy" that God

9 Frederic Bastiat, Economic Sophisms,
p.88.

created the world in such a fashion
that decency and humanity are im
possible. This is the Great Divide,
the basic difference between mer
cantilism, ancient and modern, and
laissez faire economics in the
original meaning of that much
misconstrued and misunderstood
French phrase for the market
economy. As the dean of American
free enterprisers, the distin
guished Austrian economist, Lud
wig von Mises, wrote a few years
ago, Adam Smith and the classical
economists believed that

. . . harmony prevails among the
rightly understood or long term in
terests of all individuals and groups
of individuals. Earlier ages had la
bored under the misapprehension
that no man or group of men can
profit but by the loss of others. In
entirely demolishing this fallacy,
economics paved the way for the un
precedented achievements of modern
Western civilization.I0

Capitalism: Debits and Credits

The question always arises why,
if free enterprise was that good,
the system did not continue to this
hour. A number of circumstances,
mostly beyond the early econo
mists' power to alter, conspired to
give laissez faire a bad public im
age. The part of the difficulty

10 Ludwig von Mises, "Economic Free
dom in the Present-day World," Christian
Economics (Oct. 14, 1958), p. 1.
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which was of their own making we
will dispose of first: Smith's fol
lowers, much more pessimistic
than he, dreamed up "Iron Laws"
of starvation wages and the like
which soon gave economics its rep
utation as "that dismal science"
(the economists of·that era should
have been aware that this was
hardly good public relations).

Other things happened they
couldn't prevent, but capitalism
(to use Marx's phrase) got the
blame. For instance, there were
nearly twenty-five years of war
between the fall of the Bastille in
1789 and Waterloo in 1815 - in
deed, a global war. These years
were hard for most people. This
was followed by a severe post-war
depression, as has commonly hap
pened after modern wars. The In
dustrial Revolution was still in the
primary stage of heavy invest
ment (their children and grand
children were to reap the benefits
many years later).Then, of course,
industrialists did take advantage
of their help when they could, just
as the hired man has taken ad
vantage of the boss when. he was
able to do so more recently.

Many tears have been shed over
such things as sanitary conditions
which they neglected, in part
through ignorance (Lister did not
perform the first antiseptic opera
tion in the history of the world
until 1865); and also long hours

of labor which seemed less shock
ing to ex-farmers back then than
to generations of city slickers more
recently (also the long labor day
is misleading - the people back
then tended to work in spurts and
were not very steady on the job).

All in all, they had problems
back then, although their socialist
grandchildren may have worried
more about it than the folks who
survived this rather difficult pe
riod of history. Because of the real
and imaginary failures of these
old industrialists, the Capitalist
era was relatively short. But be
fore we take a look at the "Wel
fare State," which has its prob
lems, too, we need to summarize
the accomplishments of the Capi
talist era and note how it was in
itiated in the first place.

Free Trade for England

We are perhaps inclined to be
lieve that free enterprise sprouted
spontaneously in England the day
after Adam Smith's Wealth of
Nations came from the press in
1776. The book was popular and
greatly enhanced the author's rep-

, utation but it did not make much
difference in practical policy until
many years later. Although things
had been loosening up for some
time, the truly dramatic switch in
English policy came with the Re
peal of the Corn Laws in 1846,
which led to a policy of free trade
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in general shortly thereafter. The
Corn Laws were Britain's "farm
program," a tariff policy that kept
out foreign grain and thus made
food unnecessarily expensive in
England. With considerable help
from a natural calamity, the tragic
Irish Potato Famine, the Anti
Corn. Law League, under the lead
ership of Richard Cobden and
John Bright, succeeded in getting
Peel's government to repeal the
protective tariffs on grain. To
Cobden and Bright this was a holy
crusade, a campaign to make bread
cheap and abundant for the mass
es as this ancient poem, dedicated
to "R. Cobden," clearly shows:

God said, "Let there be light"; and 10,
Light sprang forth at His word.
God said, "Let there be bread";

but no,
l\Ian heeded not the Lord.
But Cobden rose like wisdom's star
Ii·trom knowledge's bright sea,
And knaves were hush'd and tyrants

crush'd
And labour's bread was free.

The other nations of Western Eu
rope followed the British lead and
for a few decades in the latter
part of the last century there was
relatively free trade throughout
much of the world.

The relationship of the United
States to the open markets of
Western Europe is most fascinat
ing in view of our historic prefer
ence for protective tariffs. Actually

we gained greatly by their deci
sion to let us in. By some happy
chance the opening up of the Eu
ropean market to foreign. food
stuffs came just as we were get
ting ready to deliver a flood of it
to them. About the time they de
cided to let our new -found abun
dance come in, we developed the
tools to produce and market it. To
mention a few innovations, a new
plow was invented by John Deere
which would break the prairie sod,
and a reaper by McCormick which
made commercial grain produc
tion possible; in the meantime a
railroad system was laid out
across the country which would
get the crops to market. For in
stance, in 1853 Chicagoll handled
six million bushels of wheat, in
1855 the figure jumped to sixteen
million bushels which then almost
doubled to thirty-one million by
1860 (little wonder that Malthu
sian pessimism went out of fash
ion about 1850, as Lord Keynes
tells us) .12

All Nations Gain

But we must remember that Eu
ropean free trade made much of
this possible: we would have had
a staggering "agricultural sur
plus" by 1860 if all of this had

11 John Chamberlain, The Enterprising
Americans, p. 98.

12 John Maynard Keynes, The Econom
ic Consequences of the Peace, p. 10.
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stayed home. Many tears have been
shed over the sad plight of the
European farmers who could not
compete, but little Denmark, for
merly a poverty-stricken grain
producer, demonstrated that it was
possible to shift to a cow-pig
chicken type of mixed farming,
using cheap American grain as
feed, and much to their profit. The
common laborers of Western Eu
rope were now eating better than
they ever had in the history of the
world in spite of a population ex
plosion.

Nor were the Europeans and
Americans the only ones that bene
fited: for instance, the British
simply rolled out a railroad system
across the Humid Pampa of the
Argentine and took beef in return
as :payment. Heavy British for
eign investment speeded economic
development all over the world,
including the United States. Al
though they sometimes lost money
on these ventures, again including
some they invested in the United
States, part of them were profit
able, too, which provided capital
for a continuing cycle of economic
development in the backward
areas of the world. Little wonder
that the optimists of that day
foresaw a glorious future for the
human family. Many Evangelical
Christians in the late Victorian
period were even certain that the
Millennium, that blessed era when

the Lord would reign in righteous
ness and we would "beat our
swords into plowshares," was
upon us. But it would be a mistake
to assume that everyone was that
pleased with the status quo back
then; the dissenters were soon
going to have their try at ri.ght
ing the wrongs of the world.

Socialism, Christian and Otherwise

As already mentioned, the obvi
ous and simple system of natural
liberty which Adam Smith13 advo
cated in 1776, did not fully be
come a reality until the years
immediately following the Repeal
of the Corn Laws in 1846. It is most
interesting to note that Marx's
and Engels'Communist Manifesto
was published in 1848, jp.st as
laissez faire came into its own. Of
course, there had been plenty of
anticapitalist dissent long before
this. The .new industrial age was
hardly started in the latter part
of the eighteenth century, the con
sequence of Arkwright's and
Watt's inventions, before enraged
hand spinners and weavers turned
out en masse to destroy the hated
contraptions which were putting
them out of work. Since they were
certain that there was already
overproduction, these new devices
could only lead to economic di
saster (how they could believe

13 Adam Smith, Wealth of Nations
(Modern Library edition), p. 651.
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they had a surplus back then is
almost incomprehensible, but then,
fears are often irrational).

Of course, what saved the day
for the textile industry was the
willingness of the ladies, and the
rest of us, to enlarge our ward
robes as cloth became more abun
dant and cheap. But that was the
next chapter in the economic his
tory of the West. Both workers
and intellectuals hated the "dark
Satanic mills" springing up in the
new factory towns and this, along
with industrial growing pains plus
the Napoleonic Wars and postwar
depression, gave dissenters plenty
of ammunition for their war on
laissez faire economics. The new
crop of businessmen and industri
alists had enough personal fail
ings, made enough blunders and
enemies, and in a number of ways
alienated the general public suf
ficiently to give rise to a growing
protest movement.

Although Marx was militantly
atheistic and hence repelled many
devout people, Christian socialism
emerged as the ethical answer to
the problem of human need: to
them Christianity was the religion
of which socialism was the prac
tice. The social gospel movement
emerged in the latter part of the
last century and it is no secret
that the Church has had a large
leftist element ever since, often
in high places. This is in no small

part the failure of disillusioned
men of good will to see that social
ism would create, as the late Rein
hold Niebuhr14 finally realized,
"pools of excessive power in the
hands of those who manage both
its economic and political proc
esses" - if businessmen could not
be trusted with power over their
little segment of the national life,
what about bureaucrats' who have
us all at their mercy?

We had to learn the hard way,
too, that socialism is not efficient.
Perhaps today, having lived with
socialism and communism as well
as capitalism these many years,
we are now in a position to re
evaluate the whole question of
ethics as it relates to business and
government in a way that our
fathers could not. One wonders if
we had another crisis like the
Crash of '29 and the Great De
pression, would people still blame
this on the failure of Free Enter
prise, or realize that the welfare
state might with some logic share
part of the blame?

Caesar or God?

Our Puritan ancestors believed
that they, like the early Israelites,
were people of the Covenant: obey
God and all would be well. The
men of the Enlightenment, less
devout, believed if we obeyed the

14 Kenneth W. Ingwalson (ed.), Your
Church - Their Target, p. 47.
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laws of "Nature and of Nature's
God," we would have the best
possible world men could arrange
down here below. Most of our
contemporaries believe that Adam
Smith was an anarchist. Indeed,
many people see no possible phil
osophical position between laissez
faire anarchism and totalitarian
ism. It has not always been so.
Our Founding Fathers believed in
liberty under law - God's Law. It
is true that men with tender con
sciences who took the Bible seri
ously have disagreed on the poli
cies they extracted therefrom just
as scientists have disagreed on
their conclusions, using the ex
perimental method. There are
some across the ages who have
argued that Peter's communal ar
rangements after Pentecostl5 set
up socialism as the Christian
standard, but there are· others who
feel that the experiment collapsed
quite quickly just as the Pilgrim
attempt at Plymouth did right
after 1620. As evidence, St. Paul
was engaged in gathering up re
lief funds for the Church at Jeru
salem later which is a suspicious
circumstance - we do not common
ly raise money on the mission field
to support the home church; also,
Paul was eloquent in urging work
and personal responsibility.

Whatever the confusion of the
saints, religion has been a force

15 Acts 4: 34-37.

against totalitarianism over the
ages, and there is impressive evi
dence to support the contention
(the familiar "Weber Thesis"
with its "Protestant Ethic") that
perhaps the "gospel" of hard work,
personal responsibility, and stew
ardship of time and money may
have had as much to do with the
explosive progress of the West in
the recent past as did laissez faire
economics it la Adam Smith. In
deed, would political and economic
freedom have been possible with
out the moral base? What is the
Christian viewpoint in economics
and government, by any fair stand
ard of interpretation? With the
heavy emphasis on humanitarian
and ethical values by the Left in
our time, these are important ques
tions. We simply permitted our
selves to be outflanked by the
enemy.

The defense of free enterprise
has commonly been in pragmatic
terms - profit and production but
not principle. According toAyn
Rand,

... capitalism's classical defenders
and modern apologists ... are respon
sible - by default - for capitalism's
destruction.. The default consisted of
their inability or unwillingness to
fight the battle where it had to be
fought: on moral-philosophical
grounds,16

16 Ayn Rand, Capitalism: the Unknown
I deal, p. vii.
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I would agree with her contention,
though I am not a Randian my
self. Since we have been so very
busy trying to make a little money
in spite of mounting taxes or fight
ing a rather ineffective rear guard
action against socialism, we have
not done our "home work" and
have let the socialists get by with
a lot of misrepresentations which
have been exceedingly damaging
to the market economy - we have
mostly been content to brag about
how many high-powered automo
biles and color TV sets we can
produce as compared with the rest
of the world.

Capitalism Not Based on Greed

It is a common fallacy that cap
italism was founded on greed.
Max Weber17 pointed out long
years ago: "Unlimited greed for
gain is not in the least identical
with capitalism. . . ." Indeed, as
he insisted, "absolute unscrupu
lousness in the pursuit of selfish
interests" has been most domi
nant in the lands that are most
backward, where capitalism has
not yet developed as a system
and, one might add, perhaps can
not, due to the lack of a moral
base. Anyone who has traveled in
those countries knows how right
Weber was.

17 Max Weber, The Protestant Ethic
and the Spirit of Capitalism, pp. 17 and
56-57.

A kindred delusion is that Big
Government is for the little fel
low, that· but for the intervention
of a benevolent state Big Business
would gobble us up. Since most
of us identify with the underdog
and hate bullies, this is good po
litical propaganda, but may be a
long way from the truth. There
is considerable evidence to sup
port the contention of Walter
Adams18 of Michigan State Uni
versity and others who have stud
ied the problem that the govern
ment has done more to encourage
industrial and commercial "ele
phantiasis" than to promote Small
Business. This has been the his
tory of the Farm Program, also,
another scheme to rescue the
"little fellow." What has resulted
instead has been what Clarence
Carson has called The War on the
Poor, as he entitled a recent book.

If the welfare state's campaign
for "social justice" has failed on
the homefront, what about our
attempts to save the starving
millions overseas? Evidently our
global give-away program has too
often been a grab bag for crooked
politicians or so I have been told
when I traveled in the so-called
"backward areas" of the world
and by competent observers, both
native and American. Further-

18 Walter Adams and Horace M. Gray,
Monopoly in America: The Government
as Promoter.
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more, foreign aid has fallen woe
fully short of world need, accord
ing to those sympathetic to the
program, and the enthusiasm of
the American taxpayer is dimin
ishing. A few years ago Josue de
Castro19 complained that "foreign
capital invested in the underde
veloped regions is less than $6
billion, whereas ... a minimum of
$15 billion would be required"
each year to begin to meet the
need.

Private Investment Abroad

But there has been a better way
to do this, too. According to pre
President Richard M. Nixon,20
writing more than a dozen years
ago, the United States alone
would have invested $30 billion
abroad in 1958 instead of the
trifling $4 billion we did loan that
year, if we had been investing at
the rate the British did in 1910.
Think what this would have meant
in the way of employment and
economic development across the
seas, if we had been so doing.

Unfortunately, there are almost
no decent places to invest any
more. Because of turbulent social
conditions, political instability,
and outright thievery on the part
of governments which will na-

19 Josue de Castro, The Black Book of
Hunger, p. 49.

20 Richard M. Nixon, The Challenges
We Face, p. 73.

tionalize your investments as soon
as you get something profitable
started, finding a place to invest
is as difficult for the "haves" as
finding investment capital is for
the "have-nots." They ought to
get together on this, and could, if
they could learn to trust one an
other again - which brings us
right back to the moral question
once more. Unfortunately, this
means that large areas of the
world which are poor and back
ward, where people are hungry
and desperate, must remain that
way; they cannot hope to make
progress until they straighten out
their ethics and economics, for the
right is also the expedient in the
long run. A wee glimpse of the
Victorian age with its free trade
and free enterprise, its propriety
and progress, its stability and
certainty, is quite revealing, as
the following quotation which ap
peared in 1882 in The Specta.tor,
a "sedate, middle-of-the-road mag
azine," so eloquently tells us:

Britain as a whole was never more
tranquil and happy. No class is at war
with society or the government; there
is no disaffection anywhere, the Treas
ury is fairly full, the accumulations
of capital are vast.21

Just as a fascinating experiment,
substitute today and the U.S.A.

21 Albert H. Hobbs, "Welfarism and
Orwell's Reversal," Intercollegiate Re
view (Spring, 1970), p. 107.
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for 1882 and Britain in the above
quotation. Perhaps the "Faith of
Our Fathers" was not so misplaced
after all.

Rebuilding the Foundations

It would be a pity to end on
such a note of despair. Actually,
I am not that discouraged: the
very bankruptcy of modern man's
utopian schemes has left a vacuum
which someone will try to fill.
What better time to urge a return
to ethical standards, freedom un
der law, personal responsibility
and the values which made West
ern civilization great? We launch
space ships according to God's
Law; then why not consult Him
about reordering this chaotic
world down here below? As Ben
jamin M.Anderson wrote shortly
after the second World War, com
menting on Germany's violation
of her treaty guaranteeing the
neutrality of Belgium in 1914,
that famous "scrap of paper"
which has been the model of most
recent treaties:

The greatest and most important
task of the next few decades must
be to rebuild· the shattered fabric of
national and international good faith.
IVIen and nations must learn to trust
one another again. Political good
faith must be restored. Treaties must
become sacred again.

A world in which all men are up
right and in which all nations are
voluntarily decent in their inter
:national relations is, of course, too
much to expect, but a world in which
the ill-intentioned fear the condem
nation of the well-intentioned we can
rebuild~ The same basic human na
ture which created the fabric of na
tional and international good faith on
which we relied in the century preced
ing 1914 exists today - just as we
have discovered that the same human
nature which animated the Assyrian
conquerors and the hordes of Genghis
Khan exists today. The raw stuff of
human nature is immensely plastic.
... There is no certainty that we can
recreate the fabric of good faith
which we have destroyed, but there is
no higher duty than to make the
effort.22 ~

22 Benjamin M. Anderson, Economics
and the Public Welfare, pp. 4-5.

IDEAS ON

$
LIBERTY

What Is a "Less-Developed" Country?

AMONG the "less-developed" countries, as the term is most often
used, almost all have at least one thing in common. They are coun
tries that desire capital but have not yet put into practice the
methods of capitalism.

H A R 0 L D F L E MIN G, States, Contracts and Progress



SAMUEL R. ALDRICH

MAN
and his Environment

AGRICULTURE has a tremendous
impact on the environment. The
farmer's goal, in fact, is to man
age .the environment for the long
term benefit of mankind. This he
has done with eminent success.

Decisions about farming to this
point in time have been based
mainly upon economic considera
tions. To put it bluntly, if it paid,
we did it (with minor restrictions
for known hazards). Recently a
new dimension has been added.
Society is insisting that long-term
effects on all aspects of the en
vironment be considered in decid
ing practices to be followed.

The image of a.griculture is poor
in the minds of environmentalists.
Ecologists generally view farmers,

Dr. Aldrich is a member of the Illinois Pollu
tion Control Board, on leave from the Univer
sity of Illinois where he is Professor of Soil
Fertility Extension. This is a paper delivered
before the Foundation for American Agricul
ture in Chicago, December 2, 1970.

agribusiness, and agricultural sci
entists as interested only in mak
ing a. profit and as having little
knowledge of or concern for ef
fects on the environment and even
human health. Ecologists and so
cial scientists feel that they must,
therefore, assume responsibility
for saving the environment.

In contrast, persons in agricul
ture perceive themselves as being
responsible for producing high
quality food at a reasonable price
and thus contributing to the wel
fare of mankind. They view ecolo
gists as idealists without practi
cal knowledge of agriculture,
hence capable neither of suggest
ing acceptable changes nor of fore
seeing the disastrous effects of
some simple solutions they sug
gest.

D.uring the past few years when
the attitudes of society were being

661
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formulated, ecologists and many
social scientists were effectively
using the news media to mold pub
lic opinion. Meanwhile, we in agri
culture were mainly going about
the business of efficient produc
tion. Consequently, there is both
lack of information and much mis
information about the effects of
agriculture.

Every school child has heard
about the pervasive effects of DDT
and the claim that nitrogen and
phosphorus from fertilizers are
destroying streams and lakes. Most
everyone has· heard of the "con
centration of DDT in the food
chain." I submit that there is a
corollary: "The concentration of
unsubstantiated opinions in the
information chain."

We should not blame environ
mentalists and the media entirely
for this state of affairs. We sim
ply have been remiss in analyzing
the over-all, long-term effects of
practices and making them known
to scientists in other disciplines
and to the public through the news
media.

Many persons have been led to
believe that science and technology
have caused the problems and
therefore must be restricted in a
wholesale manner. The fact is
that, though science and tech
nology in agriculture and else
where have created certain envi
ronmental problems (along with

tremendous benefits), only more
science and technology correctly
applied can solve the problems!

More Effective Communication

We are experiencing an unusual
phenomenon. A substantial num
ber of people, especially young peo
ple, believe that we are on the
verge of catastrophe unless we im
mediately stop many forms of pol
lution including the use of fer
tilizers and pesticides. Since a lot
of people hold that view, it should
not surprise us that some drastic
measures to curb pollution are be
ing suggested. Desperate persons
are susceptible to radical ideas.

Those engaged in agriculture
and members of society in general
would benefit from a thorough un
derstanding of the effects, both fa
vorable and unfavorable, of mod
ern agriculture on the environ
ment. But there is a, barrier to ef
fective communication. How do
you reach persons whose views are
already firmly set and who there
fore interpret your sincere at
tempts at objective presentations
as merely defending continued use
of fertilizers, pesticides, and so
on, for personal gain?

There are two ways to react to
environmentalists whom you be
lieve to be wrong:

a. Watch for their mistakes
and then "slap them down."
The trouble with that course
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is that charges make the
front page headlines where
as rebuttals are put on the
back pages near the want
ads.

b. Assume they are sincere and
try to work with them before
they have interpreted their
data, made up their minds,
and published their mistakes.
This is a more mature and
effective course of action.

The Fads About Nitrates

There are three false impres
sions about nitrogen that are gen
erally held by environmentalists
and widely accepted by the public:

1. That nitrate in water is in
creasing at an alarming rate.

2. That commercial fertilizer is
the cause.

3. That returning to· legumes,
animal manure, and soil hu
mus for nitrogen would cor
rect the supposed situation.

The nitrate content of the Mis
sissippi River at Chester, Illinois,
has not increased over the past ten
years. Nitrate in the Illinois and
Wabash Rivers appears to have
increased slightly since 1956. The
Kaskaskia near its confluence with
the Mississippi has not increased
in nitrate concentration since 1946.
This river, through an unfortunate
error in data summary, is the
basis for the widely disseminated
idea that nitrates tripled between

1946 and 1966. Specific cases of
high nitrates and rapid increases
in small rivers and streams can
be found, and undoubtedly nitro
gen fertilizer is a contributing
cause. There are also instances of
decreases in nitrates. We should
continue to be concerned about ni
trates and to increase surveillance
of streams but not assume that
nitrates have generally reached
alarming levels.

Impressions 2 and 3 are predi
cated on the belief that nitrogen
from commercial fertilizer be
haves differently than nitrogen
from animal manure, legumes, or
soil humus. Regardless of source,
nearly all of the nitrogen used by
crops is in the ammonium (NHt)
form prior to conversion by nitri
fying soil organisms to nitrate
(NOi). Nitrate derived from fer-
tilizer is neither more nor less
leachable than nitrate from man
ure, legumes, or soil humus; and
regardless of source, a definite
amount of nitrate nitrogen is re
quired to produce 100 bushels of
corn. The potential for excessive
nitrates in the environment is de
termined by the crop yield goal.

The undesirable effects of agri
cultural technology have been ex
tensively analyzed, though not al
ways accurately or in proper
perspective, in both popular and
scientific literature and through
the news media.
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Technology Works Both Ways

The beneficial effects of tech
nology on the environment have
not received the attention they
deserve! The usual approach in
supporting continued use of fer
tilizers, pesticides, and antibiotics
is quite logically that they are es
sential for the production of ade
quate amounts of high quality
food at a reasonable price. But I
feel that technology properly used
is justified because of its positive
effects on the environment.

Data. from the Morrow Plots on
the campus of the University of

. Illinois illustrate the effect of dif
ferent levels of fertility. The plots
have been under cultivation and
study for nearly a century; hence
they are a valid index of long
term effects.

Illinois grows about 10 million
acres of corn with intensive use
of modern technology. The Mor
row Plots data indicate that if
only manure, lime, and phosphorus
were applied in a continuous corn
system, 14 million acres would be
required. If no fertility treat
ments were applied, the need
would increase to 27 million acres.

An alternative cropping system
of corn-oats-Iegume hay with ma
nure, lime, and phosphorus would
require 14 million acres to produce
usable therms of energy equal to
10 million acres of corn with full
treatment (nitrogen, phosphorus,

potassium, limestone) and 30 mil
lion if no fertility treatments
'were applied.

These are, of course, extreme
and unrealistic alternatives but
they illustrate the point that fer
tility treatments minimize the
cropland acres needed for food
production. What, then, would be
the effect on the environment of
greatly reducing or giving up fer
tilizers?

It would be a disaster.
Without nitrogen, phosphorus,

potassium, and limestone applica
tions our. soil resource could not
be preserved and future- genera
tions would reap a tragic harvest
of famine. Nitrogen is the key to
maintaining soil organic matter
in intensive cropping systems.
Soil organic matter is a key to
maintaining surface structure and
water infiltration c.apacity.

The increased acres needed for
food production as a result of
lower acre yields would increase
\vater runoff, floods, and erosion,
thus accelerating pollution due to
sediment, phosphorus, pesticides,
and organic matter. Two con
tributing causes would be: a) in
creased acres of cropland, and b)
more cropland on sloping fields.

Increasing the acres of crop
land would further reduce the
small areas of woodland, wildlife
habitat, and recreational land in
much of the Midwest.
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I have used fertilizers to show
that technology has ,a positive ef
fectbecause it minimizes the
acres required for food produc
tion. The principle applies to all
of agriculture. The facts that one
modern dairy cow replaces two of
a few generations ago or that a
broiler now can be grown on little
more than one-half as much feed
as before reduce the undesirable
impact of man's demands upon the
environment.

No Simple Solutions;
Intertwining Practices

There are few if any simple
solutions to the control of pollu
tion. In ,agriculture, as in the
ecosystem as a whole or among
the facets of a. free enterprise
economic system, practices are in
tricately intertwined. Restrictions
on the use of science and tech
nology in agriculture must he ap
proached with caution and with
broad understanding of the side
effects lest the cure be worse than
the disease.

Henry Hazlitt in his epilogue to
The Art of Th1inki.ng eNash Pub
lishing Corp., 1969) makes some
comments that I feel could well
guide anyone who wants to con
tribute to environmental improve
ment.

". . . no man can hope to do
original work or even profitable
thinking in any science or branch

of knowledge until he has gone to
the trouble to learn what has al
ready been discovered in that
branch of knowledge. He must
know the previous state 0 f the
question. Then he will see whether
he can make any contribution of
his own.

"When the great Isaac Newton
was asked how he had been able
to make such tremendous contri
butions to human knowledge and
thought, and to see so much far
ther than other men, he answered
modestly: 'I stood on the shoul
ders of giants.' In other words, he
was able to build on what his pre
decessors had discovered.

"We who live today are in one
respect in a more enviable posi
tion than any other generation in
history. We stand on the shoul
ders of giants.... So an intelli
gent college student today is· in a
position to learn more about cal
culus than Newton, more about
economics than Adam Smith, more
about evolution than Darwin,"
and, may I add, more about the
environment than any ~cientist to
this point in time.

I am convinced that concern for
the environment will continue to
grow but will likely receive less
attention from the news media
and politicians. Though agricul
ture is presently a target for criti
cism, I believe that by choosing
the right strategy the interest
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that has been generated in agri
cultural practices can be used for
the betterment of agriculture and
society as a whole.

I have a positive, constructive
attitude toward our economic sys
tem. It has produced miracles
within a framework of limited
objectives. I feel that it is unfair
and serves no purpose to blame
previous generations for blind-

"Every Man a King"

ness, ruthlessness, or sheer greed
in their use of the environment.
They had as many thoughtful,
sensitive citizens as we have. But
we have the advantage of observ
ing the cumulative effects of our
activities over a longer period of
time. Consequently, we evaluate
some practices differently now
than then, and should act ac
cordingly. I)

IDEAS ON

L$
LIBERTY

LIBERTY, or the right to act as one wills according to his wisdom
and conscience, is sometimes charged with being "license" and
totally irresponsible conduct. But, on the contrary, responsibility
of the highest order is required in a liberal society. What social
design could be more challenging, in terms of responsibility, self
discipline, and self-control, than that of liberalism in its require
ments of self-restraint; in avoiding trespass on the rights and the
property of others; in its respect for the rights of others to dis
agree without precipitating conflict? Liberty requir'es the highest
order of conduct in its P1\actice.

The disciplines of liberty, however, have their rewards. "Every
man a king" has had great appeal as a political slogan. The near
est possible approach to it is to be found in a liberal society, in
which everyone is king over his own affairs to the greatest possible
extent. At the other extreme, one man is king over all men instead
of every man being king to a degree.

F. A. HARPER, Liberty: A Path to Its Recovery
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The Colonial

Political Experience

I HAVE OFTEN asked a class at the
beginning of a course in history if
they have heard the saying, "Ex
perience is the best teacher." Us
ually, all or most of them indicate
that they have. To confound them,
I tell them that what they have
heard is most likely a debasement
of an older and possibly much
wiser epigram. Benjamin Frank
lin gave this formulation to it:
"Experience keeps a dear school;
the fool will learn in no other."
This is a prelude to making a
case for the study of history to
my classes. The point is that it
is quite costly to learn by personal
experience, while it is much less
expensive to learn from the ex
perience of others.

Actually, however, the case for
vicarious historical versus per
sonal experience is not as con
clusive as I tend to make it. Per
sonal experience usually makes a
much stronger and lasting im
pression than do accounts of the
experience of others. Any retell
ing of an experience is to a large
extent an abstraction which leaves
out the warp and woof of life. The
difference between vicarious and
personal experience is quite often
like the difference between travel
folders of an area and the actual

Dr. Carson is Chairman. Social Science De
partment, Okaloosa-Walton College. He is a
noted lecturer and author, his latest book en
titled Throttling the Railroads.
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vacation experience - a chasm of
considerable dimensions. Still,
there is much that has to be
learned, if it is to be learned at
all, from the experiences of others
because of the limited career of
an individual and because some
things - e. g., drowning - are
likely to be· experienced only once,
and all experience ceases.

Political experience - both vi
carious and personal - is of .par
ticular urgency for those who
would erect governments and gov
ern. This is so because govern
ment is both essential and poten
tially man's most dangerous
instrument, most dangerous be
cause it can muster all other in
struments and bring them to bear
in the pursuit of whatever end
those who govern may have. Gov
ernment is that body charged with
the monopoly of the use of force
in a given jurisdiction. Politics is
the arena of contest over who
shall employ the force for what
ends. Each of us is prey to the
notion that if we had power we
would exercise it only for the
good of those who fell within our
jurisdiction. Without experience,
we can easily concoct plans whose
fulfillment we would achieve if
we could get the reins of power.
The plans may have all the beauty
of any abstraction, but they usu
ally ignore the reality of the con...
test of wills by which power is

actually gained and exercised, con
tests in which the man with a
vision imputes evil to those of a
different view, seeks power at
first for the good he would do,
then seeks power because he
thinks he is good, and eventually
seeks power for itself alone. There
is a human tendency for anyone in
power to concentrate it in his
hands and absolutize it.

Constraints Upon Power

There is, however, a counter
tendency at work in most govern
ments at most times. It arises, in
the first place, out of the difficulty
which any ruler experiences of
putting into effect personally his
edicts. Authority must be parceled
out. Those who exercise it incline
to arrogate to themselves that
particular authority. Moreover, it
is easier to do anything if it is
made into a routine. Routines be
come customs, and customs as
sume the character of law in the
course of time. Hence, power is
balanced and constrained to some
extent and as a rule at most times
and in most places. This can be
prevented from happening only by
relentless terror, a terror of a
kind which is unusual.

Political experience is experi
ence of the contest of many wills,
of routine and custom become law,
of devices by which power is con
strained, of compromise, of the
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gap between conception •and exe
cution because both those who
rule and those who are ruled have
wills. A. deep reading of history
may acquaint one with these proc
esses and actualities; personal ex
perience will be even more likely
to do so.

Americans in the colonies had a
goodly amount of political experi
ence before they broke from Eng
land, experience with the uses and
abuses of power. They had it in
what is probably the best way to
gain experience with the use of
power; the power at their disposal
was limited and constrained. The
colonists gained experience within
the confines of the English con
stitution, in the first place. Their
laws were supposed to conform to
those of England. To make sure
that they did, the system provided
that court cases could be appealed
to the Privy Council in England.

Restrictive Charters

The colonists were restricted in
what they could do also by their
charters. Most of the colonies had
originally been founded as com
mercial ventures, though a few
were founded as proprietaries
which harked back to the feudal
system for models, and one - Geor
'gia - was a trust. In any case, they
were founded on the basis of
charters. These spelled out the
territory to be occupied, the finan-

cial arrangements, and the rights
and privileges of the settlers. Or
dinarily, the settlers were per
mitted to participate in the mak
ing of laws, and such laws as were
passed had to be in keeping with
and not contrary to English law.
It would be correct to say that
the colonists were both' restrained
and enfranchised by their
charters.

The colonies were restricted
also in that they were a part of
the British Empire. In that ca
pacity, they fell under the author
ity of the government of England
(after 1707, the United Kingdom)
and were subject to certain of the
acts of the Crown-in-Parliament.

Before discussing this relation
ship, however, it will be useful to
note some major changes that had
occurred in the English govern
ment in the last years of the
seventeenth century, the changes
associated with the Glorious Rev
olution. These changes raised
questions about· the extent of par
liamentary authority over the col
onies under the constitution as it
had developed, questions that were
not finally pushed to the point of
irreconcilable contradiction until
the 1770's.

At the time when most of the
colonies were chartered and
founded, England was more or less
of an absolute monarchy. Parlia
ment was, for the Tudors and the
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early Stuarts, an auxiliary to them
in the exercise of their power. In
theory, and usually in practice,
Parliament was that body which
enabled the monarch to make al
terations from time to time in the
contract with his subjects whom
he ruled by Divine right. Ordinar
ily, he could and did rule without
consultations with Parliament. If
some change were wanted by the
monarch - e. g., a new tax meas
ure - then he might call a session
in order to get the needed legisla
tion. If he could get by on es
tablished revenues and laws, he
had usually foregone the nuisance
of having Parliament meet.

The Stuart Kings and Parlia
ment were at odds for most of the
seventeenth century over their re
spective powers. The issues were
resolved by the Glorious Revolu
tion and its aftermath, resolved in
favor of Parliament. As one his
torian summarizes the conse
quences of this Revolution, it "de
molished the doctrine of the divine
right of kings. . . . After that
momentous victory Parliament
slowly and gradually, yet remorse
lessly and irresistibly, extended
its power in all directions."! An
other sums up the changes this
way:

1 Curtis P. Nettels, The Roots of Amer
ican Civilization (New York: Appleton
Century-Crofts, 1963, 2nd ed.), p. 543.

William III began his reign with a
clear recognition on his part that the
royal office had been shorn of exten
sive powers. As it has been expressed
by a distinguished historian of the
constitution: "The king was distinct
hT below statute; he was to have no
power to suspend statutes or to dis
pense with statutes; he could not by
his proclamations create any new of
fence; he could not keep a standing
army in the realm in time of peace
without the consent of parliament;
parliament had begun to appropriate
supplies; the military tenures were
gone; he had no powers of purvey
ance and preemption; he could not
try men by martial law; the judges
were no longer to hold office during
hj/:) good pleasure...." We may add:
he could make no laws without the
consent of the nation's representa
tives; he could lay no taxes; he could
claim no kingship by divine right....2

In short, Parliament had come to
occupy much of the ground for
merly held by the monarch and
would in the course of the eight
eenth century gain much more
control over affairs. England had
a constitutional monarchy.

Parliamentary Powers

These changes affected Ameri
cans in two most important ways.
One of them is that Parliament's
powers were neither clearly de-

2 George B. Adams, Constitutional His
tory of England, Rev. by Robert L.
Schuyler (New York: Holt, Rinehart and
Winston, 1962), p. 366.
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!ineated nor restricted. The Brit
ish had spent much energy over
the centuries in limiting the king.
This was now as well accomplished
as it might be without making
him impotent. In doing so, how
ever, a new power had been loosed
- Parliament. It is true that the
House of Commons is restrained
by having its members stand for
election. This was so, however,
only for England and then the
United Kingdom.

The other import of this for
Americans was related, for it had
to do with what the power of
Parliament over colonials would
be. The colonists had no repre
sentatives in the House of Com
mons, nor were there any Ameri
can bishops or nobles sitting in
the House of Lords. Moreover,
nothing comparable to the Glori
ous Revolution occurred in the
colonies. Parliament proceeded to
pass acts affecting the colonies,
though there was now doubtful
constitutional warrant for such
measures. For a long time the is
sue was not pushed with vigor by
either side; it lay dormant ready
to spring to life when differences
between the colonists and the
mother country rose to the point
where constitutional questions
would come into focus.

One reason that the issue did
not come to the fore was that
Parliament exercisjed restraint in

legislating for the colonies until
the 1760's. Parliamentary acts
known as statutes of the· realm
usually applied only to England,
Wales, and to Scotland after 1707.
"Inasmuch as both Parliament and
the colonial assemblies exercised
the lawmaking power, a rather in
definite distinction between in
ternal and external legislation was
allowed to develop. Parliament
generally confined itself to the
regulation of the external affairs
of the colonies (trade, currency,
etc.) and permitted the colonial
assemblies to legislate for do
mestic concerns."3 This policy is
sometimes referred to as one of
"salutary neglect." Why it should
be so called except by a partisan
of British rule and Parliament is
not clear; it suggests that the
colonies were neglected and that
Parliament had the authority to
impose its will over the colonies
- both doubtful propositions.

If there was "neglect," it was
in the neglectful manner of the
founding of the colonies, not so
much in their later governance.
The Stuart kings probably had
two prime motives· in authorizing
plantations. One was to benefit
England commercially; the other
was to be rid of troublesome, un
desirable, or, in the case of Roman
Catholics to whom they were sym
pathetic, persecuted elements. The

3 Nettels, Ope cit., p. 546.
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latitude that many of them were
given in matters of religion sug
gests that the monarchs did not
expect the growth of large, peace
ful societies under their dominion.
At any rate, a strong case can be
made that over the years the
British government was less and
less "neglectful" and more and
more concerned to tie the colonies
close to England and make them
conform to the British pattern. It
is certain that over the years
more and more laws were passed,
and more and more attention was
given to imposing the British will
over the colonies.

Trend Toward Royal Control

One way to see the trend toward
greater British control is to look
at the types of colonial govern
ments and changes in them. There
were three types of governments
in the colonies: royal or crown,
proprietary, and charter. A royal
colony was one in which the colony
fell directly under the king: the
governor was appointed by the
monarch; he was an agent of the
king, in effect, acted in the place
of the king, and he, in turn, ap
pointed lesser officers. A proprie
tary colony was one in which the
proprietor appointed the governor
and otherwise had authority rem
iniscent of a feudal lord. He, in
turn, was a kind of vassal of the
king. A charter colony was one

operating on the basis of a char
ter; in effect, the members of the
colony were members of a corpor
ation, and the electors among
them controlled the government
on the basis of the charter.

The trend over the years was
for England to extinguish the
charters and proprietorships,
which the original colonies had
been, and to make of them royal
colonies. By the middle of the
eighteenth century, there were
only three proprietary colonies
and two charter colonies. The
meaning of this is made clearer
by this contemporary comment on
the power of the people in the
charter colonies: "The people in
these Colonies chuse their Gover
nors, Judges, Assemblymen, Coun
sellors, and all the rest of their
Officers; and the King and Parlia
ment have as much influence there
as in the wilds of Tartary."4t This
is an exaggeration, but it does
indicate that the trend toward
royal colonies was a trend toward
greater British control.

Despite the fact that the colo
nies had grown up to considerable
degree separate from one another,
they had a similar form of gov
ernment to one another and to
that of England. Each of them
had a governor, whose powers

4 Quoted in Clinton Rossiter, The First
American Revolution (New York: Har
court, Brace and World, 1956), p. 103.
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were modeled on those of the
English monarch. The extent to
which the English attempted to
gain or maintain control of colon
ial development is indicated both
by the fact that most colonies
were made royal colonies and by
the extensive powers of the gov
ernor. He "was the personal repre
sentative of the king and the sym
bol of the empire in the colony,
'endowed with vice-regal· powers,
analogous though inferior in de
gree to those of the monarch.' As
such he was the commander-in
chief of the military forces in the
colony and the chief among the
agents of the crown. He had the
power to appoint judges in the
vice-admiralty court, where there
was such a court in his colony,
and judges, justices of the peace,
and sheriffs in the administration
of civil justice. He also had the
power to nominate members of
the executive council ... , and the
power to veto acts passed by the
legislature. . . ."5 He could sum
mon, adjourn, and dissolve the
legislature, and he could pardon
those who had been convicted of
offenses. "The governor's powers
were thus fourfold, for he was at
once a Crown agent and the effec
tive head of the executive, the

IS Max SavelIe, A History of Colonial
America, Rev. by Robert Middlekauf
(New York: Holt, Rinehart and Win
sten, 1964), p. 402.

legislative, and the judicial arms
of government."6

A colony ordinarily had one or
more councils, but usually there
was a single council which served
in several capacities. These were
men chosen from among natives
who were usually men of wealth
and position in their communities.
In one of their capacities, they
were a sort of governor's cabinet,
assisting him in governing by ad
vice and in other ways. In another
capacity, they might serve as a
court of appeals. And, they were
the nearest thing to an upper
house of the legislature that the
colonies had. In this capacity, they
were analogous to the House of
Lords. Many colonials got experi
ence in governing by serving on
councils.

However, most of the colonial
political experience was gained by
serving in the legislative assem
bly. This body was known by dif
ferent names from colony to col
ony - i. e., House of Delegates,
General Court, House of Burgess
es, and so forth- but each of the
colonies had one. It was the fount
of popular government in the col
onies, the only body at the level of
colony that was chosen by the
freeholders. In theory, it was sub
ordinate to the governor in royal
and proprietary colonies, awaiting
on his call, subject to his dis-

6 Ibid.
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missal, even subject to being dis
solved in favor of the election of
a new one, and its acts subject to
his absolute veto. It could almost
be said that it existed at the pleas
ure of the governor.

Colonies Develop Self-Government

in Subtle Ways

Theory is often one thing, how
ever, practice another, and this
was certainly so for the colonial
assemblies. In their service in as
semblies colonials learned. the sub
tleties by which power is counter
balanced and the maneuvers by
which power can be gained. The
way they worked, in general, is
described by one scholar in this
passage:

One is impressed with the rather
prosaic manner in which the lower
houses went about the task of extend
ing their authority, with the infre
quency of dramatic conflict. They
gained much of their power in the
course of routine business, quietly
and simply extending and consolidat
ing their authority by passing laws
and establishing practices, the impli
cations of which escaped both colo
nial executive and imperial authori
ties and were not always fully rec
ognized even by the lower houses
themselves. In this way they grad
ually extended their financial author
ity to include the powers to audit
accounts of all public officers, to share
in disbursing public funds, and even
tually even to appoint officials con-

cerned in collecting and handling
revenues.7

Some of the devices by which
they gained power are interesting
and were quite valuable experi
ence for colonists. One position
from which they gained leverage
over governors was that the salary
of most of the governors was paid
by their respective colonies. This
meant that the legislature had to
appropriate it. If they would· only
appropriate it on an annual basis,
the governor would find it expedi
ent to call the legislature into
session each year. If they made
the appropriation of his salary
the last item of business before
they were ready to adjourn, he
could be, and was, effectively
stripped of his powers to prorogue
the assembly. "Not content with
reducing the governors' legisla
tive power, the assemblies ... used
their control over the purse to
usurp many executive functions,
insisting, that certain conditions
be met before appropriation bills
were sanctioned. Thus the assem
blies extended their sway over
financial matters by stating in
detail how money was to be spent,
by appointing provincial treasur
ers . . . , by naming collectors of

7 Jack P. Greene, "The Role of the
Lower Houses of Assembly in Eight
eenth-Century Politics," Essays in Amer
ican Colonial History, Paul Goodman, ed.
(New York: Holt, Rinehart and Win
ston, 1967), pp. 431-32.
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the revenues ... , and by setting
up committees to supervise the
spending of money appropriated."8

Colonists got political experi
ence at two other levels than that
of colony. One level that did not
involve many people directly but
was nonetheless important was as
agent for a colony to the govern
ment in England. An agent was
sent from most colonies toward
the end of the coloni~l period to
England to explain to various gov
erning bodies the situation in the
particular colony, the attitudes of
the inhabitants, .and the effects
laws and other English actions
might have. Sometimes both a
governor and a legislature would
send such an -agent. He would
have no official standing. in Eng
land, but he would be valued for
his service both by the mother
countries and the colonies and
would gain much valuable experi
ence. Benjamin Franklin undoubt
edly got the most experience as
agent, for he represented several
colonies at one time; through this
experience, he was prepared for
the yeoman work he would later
perform as diplomat for the
United States.

The other level was local gov
ernments. Of their importance,
Clinton Rossiter says: "In gen
eral, the central governments of
the colonies exercised even less

8 N ettels, op. cit., p. 563.

control over local institutions than
did the mother country over the
colonies."9 That is, they managed
most governmental affairs locally
by institutions that were in keep
ing with the locale. In New Eng
land, town government was the
most important level, and the town
meeting the device by which the
electorate directed affairs. In other
parts of the country, county and
parish government handled most
local affairs. These were the fea
tures of local governments Ros
siter thought particularly worthy
of note: "the broader suffrage for
local than for colony-wide elec
tions; the multiplicity of unpaid
offices and duties, a system under
which a much larger percentage
of citizens performed some sort
of public duty than is the case
today...." In short, a large num
ber of colonists had political ex
perience while they were under
nominal British control.

The British government did not
neglect the colonists in the last
hundred years or so of the colonial
period. They set over most of
them an arrangement that should,
in theory, have brought them un
der the will of those who governed
in England. There were governors
with comprehensive appointive
powers, numerous agents of a
variety of boards and committees
were sent to America, and Ameri-

9 Rossiter, op. cit., p. 119.
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cans were in some ways more
clearly under the dominion of the
king than were the inhabitants of
the United Kingdom. Short of
taking from the Americans their
institutions of government, it is
not clear how they could have
been prevented from developing as
they did.

Evolving Institutions

Nonetheless, the American col
onies did evolve away from the
British pattern, even as, to a
lesser extent, the government in
the homeland was evolving away
from its older pattern. Americans
today do not feel great unfamili
arity with colonial institutions and
practices as they had developed by
1765. They would, however, if they
understood them, find most of the
institutions that were originally
transplanted unfamiliar and for
eign. Many of these institutions
were medieval in character when
they had been set up. For example,
a town was a corporation with
definite bounds, with privileges
for its inhabitants, with powers to
exclude others from them, with
monopolistic powers, with an ex
clusive and delimited character.
This had so far broken down by
the end of the colonial period that
men could generally come and go,
move in or out, and go about their
business without much onerous
restriction.

In a similar and related manner,
there was an attempt to maintain
class arrangements and prescrip
tions in America. In the middle of
the seventeenth century, the Gen
eral Court of Massachusetts for
bade the wearing of certain cloth..
ing to the lower orders. Yet, such
efforts were of little avail, and
long before the end of the colonial
period it was commonly observed
that respect for and distinctions
among classes were disappearing.

When confronted with the Puri
tan demands for the abolition of
episcopacy, James I declared, "No
bishop, no king." His prophecy
proved correct for America.
Though there were several col
onies in which the Anglican
Church was established, there was
never a bishop in America. The
Bishop of London was appointed
over the American colonies, and
he was represented from time to
time in particular colonies by a
commissary, a man appointed to
perform some of the overseeing
functions of the bishop. But there
was no clerical hierarchy that
amounted to anything in America.
Hence, even in Anglican colonies,
the control of church affairs
tended to slip out of the hands of
the clergy and into that of the
vestry. Of course, in several of
the colonies, the prevailing de
nominations neither had any hier
archy nor approved of it as an
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institution. The religious supports
for rule by an hierarchical order
were missing.

In the same manner, there was
never any titled nobility in the
colonies to speak of. There is a
saying that "Dukes don't mi
grate," and it is substantially true.
For decades on end most Ameri
cans never saw a titled noble, and
if they did, he was most likely a
royal governor. No native Ameri
cans were ever raised to such
rank, to my knowledge, nor is it
likely that they aspired to it.
Americans who acquired extensive
possessions aspired· to the life of
a country· gentleman, so far as we
can tell, and would have been
aliens in their own country had
they been titled.

The effect of this is that Amer;,.
ica-ns turned away from the old
sources of authority and political
power even more than did their
counterparts in England. Author
ity, for them, did not extend from
the top downward; it derived from
the place they were accorded by
their peers.. Americans looked up
to men who had acquired posses
sions by their own efforts or that
of their immediate forebears and,
among these, to those who showed
ability at managing their affairs.
Birth counted for little; achieve
ment counted most.

Probably, Americans had more
extensive experience in governing

in legislatures, in towns, in coun
ties, and as councilors than did
any people anywhere in the world
at that time. True, it was limited
experience. They had little experi
ence as chief executives or in for
eign affairs, and they operated
within the limitations of the Brit
ish constitution and the empire.
Even so, they were probably better
prepared for popular government
than anyone else, unless it was the
English people themselves.

It is possible, however, to over
rate experience. There are experi
enced thieves and murderers.
There are experienced dema
gogues, and there are politicians
with a vast amount of experience
at gaining more and more power
by plundering the populace. Ex
perience can be useful in attain
ing any end, but it does not dis
criminate among ends. That is
determined by what a people, or
some portion of them, value. And
values are a resultant of ideas
held and cherished. It was not
enough for Americans that their
experience had turned them away
from monarchy, from hierarchies,
and from authoritarian govern
ment. If their experience was to
stand them in good stead, they
must be drawn to something con
structive to take the place of these
things. Americans were, and de
velopments in ideas prepared the
way for this shift. If)
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WHY GRESHAM omitted the "s"
when he drafted his famous law
is not clear. What is painfully
clear to U. S. citizens caught in
the wage-price freeze of 1971,
however, is that Gresham's Law
remains in force: bad money
drives good money into hiding.
People will hang onto their good
money and meet their financial
obligations with bad money so
long as the government declares
the bad money to be legal tender.
What makes money "good" is its
redeemability or its purchasing
power in terms of goods and serv
ices; sellers are happy to receive
it in exchange for their wares. So,
what the bad money really drives
away from the market are the
suppliers of goods, the savers and
investors of the capital that ac
counts for employment opportuni
ties. These people will hoard their
current holdings or else take them
to some other market where a bet
ter money can be had in exchange.

The President's problem, or

678

rather, the problem of the people
of the United States, is that bad
paper money has flooded the coun
try. The Federal government is
printing this money to pay its ob
ligations. Another name for the
process is i,njlation: monetization
of the Federal deficit.

Now, when people recognize
that dollars are rapidJy depreci
ating, their first response is to get
rid of their bad money just as
fast as they can, spending it for
almost anything in the way of
tangible goods or services. Of
course, they still try to find bar
gains; and it may happen that for
eign suppliers afford the best bar
gains. Why would that be the case?
Why, because in a somewhat
strange and roundabout way for
eign suppliers had, up to the time
of the freeze, been able to claim
payment for their wares in "good"
money rather than bad. In effect,
they were buying gold from the
United States at the price set in
1934 - $35 an ounce. Because that
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bargain was available to them in
the U.S., they were most willing
and anxious to exchange cars and
steel and textiles and all sorts of
goods and services at prices Amer
ican customers recognized as bar
gains.

Because the American people
responded as they did to protect
themselves against inflation, the
Federal government was obliged
either to outlaw such response or
else stop its deficit spending and
expansion of the money supply.
Quite contrary to most of the pub
licity, the wage-price freeze of
August 15, 1971, announced the
intention of the Federal govern
ment to persist in its policy of in
flation - not stop it, but step it
up; reduce some taxes, cut down
the supplies of foreign goods, and
make it illegal for an American
citizen to offer more bad money
for any product than he had paid
for a similar item before the
freeze. Certainly, there could be no
reason for such measures if the
government meant to stop print
ing bad money and balance the
Federal budget.

The mislabeled "balance of pay
ments" problem, implying that for
eigners aren't paying us what our
exports are worth, is simply the
strictly domestic problem of an
unbalanced Federal budget...:: defi
cits printed out as money. It's
hardly the sin of foreign govern-

ments if they show greater fiscal
responsibility than does our own;
that sin is ours, for urging or al
lowing our government to spend
more than it collects from us in
taxes. Unless other national gov
ernments sin in sympathy and un
balance their budgets to match
our reckless rate of inflation, we
can't long maintain the fiction
that our paper money is as good
as theirs. They may continue to
sell us their goods at our inflated
prices but will not be so anxious
to buy our goods at our inflated
prices; they'd much prefer gold,
if they could get it, at $35 an
ounce; hence, a so-called "balance
of payments" problem, all of our
own making.

If the Federal government were
seriously determined to stop infla
tion - that is, balance its budget
then it would have to seek politi
cally possible ways to shut off the
spending. The process is simple
enough to describe: identify which
subsidies or spending programs
are least attractive to U.S. voters
and repeal them in that order.
Whether that would be the War in
Vietnam, the exploration of outer
space, foreign aid, farm supports,
environmental improvement, un
employment compensation, urban
renewal, medicare, compulsory un
ionism, or any of hundreds of
other uneconomic and unprincipled
governmental ventures is strictly
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a political decision. But one thing
is certain, there is no way to main
tain U. S. credit in the world mar
ket without curbing domestic in
flation,and the only way to do that
is to whittle off some of the Fed
eral boondoggles. If politicians in
power believe in voluntary con
trols, let them voluntarily curb
their spending. They then should
find neither reason nor excuse to
control ours.

The Frozen Laborer

Government control of prices
and wages, as distinguished from
market determination in open
competition, boils down in reality
to control of people. l Peaceful per
sons are compelled by the govern
ment to use their lives and their
property for purposes or in ways
other than they might have chosen.

The most common justification
given for wage and price control
is inflation; people are said to be
investing or spending their lives
and .property recklessly, causing
prices to rise. But the fact is that
inflation is simply another form
of people control- a process by
which government takes scarce
and valuable resources from pri
vate owners in exchange for ir
redeemable promises to pay. Infla-

1 See "Government should control
prices but not people," by Dean Russell,
Cliches of Socialism (Irvington, N. Y.:
Foundation for Economic Education,
1970), p. 222.

tion is effective as a form of peo
ple control so long as, and to the
extent that, people believe the gov
ernment will redeem its promises
in whole or in part; they accept
and hold money today in faith that
it may later purchase at least as
much as now, and possibly more.
The people are controlled through
their blind faith, their property
taken without their knowledge.

Once the people open their eyes
to the nature and effect of infla
tion, lose faith in the govern
ment's promise to pay, then gov
ernment must resort to sterner
measures such as a price and wage
freeze if it expects to control the
people, take their property with
out their consent. The government,
no doubt, will continue to print
and spend money for its purposes,
while denying individuals the
right to spend their money for
their own purposes. In other
words, governmental control of
prices and wages reduces the own
er's bundle of rights concerning
the use and disposition of private
property; that is a long step back
toward feudalism.2

Private property exists in many
shapes and sizes, but one of the

, most neglected and perhaps most
important forms pertains to the
right of the individual to direct

2 See "Changing Concepts of Private
Property," by Bertel M. Sparks, THE

FREEMAN, October, 1971, p. 583.
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and control his own efforts, to sell
his services for the most attrac
tive bid in the market as distin
guished from involuntary servi
tude.

The so-called Industrial Revolu
tion, involving specialization,
trade, saving, investment, and nu
merous job opportunities in vari
ous industries, did much to free
the laborer from the lowly status
of serfdom - a steadily strength
enedand expanded bundle of
rights to his own efforts. Then,
government was asked, or volun
teered, to intervene on the labor
er's behalf - and, in the process,
damage was done to his rights.
The labor union that was em
powered to help him bargain exer
cised that political power to bar
gain for him, without his express
consent. The power of the union to
arbitrarily exclude ,any laborer
from bargaining for a given job
opportunity diminishes that labor
er's property and his right to his
own efforts. One laborer's political
power to strike or picket a given
job opportunity jeopardizes every
laborer's right of access to the
job opportunity of his own choice.

Laws such as the Wagner and
Taft-Hartley Acts in the United
States extend political privilege to
union bosses and the favored few,
but at the expense of the property
rights of laborers in general. Vari
ous State and Federal minimum

wage laws exclude from the mar
ket those least skilled laborers un
able or unwilling to earn the mini
mum wage, thereby diminishing
rather than enhancing their bun
dle of rights. The regressive social
security tax discriminates against
laborers in the lower wage brack
ets. And what some refer to as
"the Welfare State against the
Negro" really concerns the mod
ern infringement of government
regulation and control upon the
property rights of the least skilled
and lowest paid laborers.

The government attempts too
much in its various welfare meas
ures, spending more, much more,
than it dare try to collect through
direct taxation of the supposed
beneficiaries. Such deficit spend
ing, Federal borrowing from its
captive banking system, is the
process of inflation which in due
course manifests itself in what is
called wage control and what is in
reality the regulation and control
of the laborer - much as in the
days of feudalism.

Laborers and others who would
defend their lives and property
against inflation and controls and
confiscation must first insist that
government mind none but its own
business: policing the market to
keep it open.

And in any event, Gresham's
Law does prevail: bad money
drives out goods. ~



Conflict

of
WHOSE
interests?

BERTEL M. SPARKS

A FEW YEARS AGO the president of
one of America's major manufac
turing corporations was named
Secretary of Defense. Prior to his
assuming the duties of his new
job he was called upon, not only to
resign his position as corporate
president, but to arrange for the
disposition of all his stock in the
corporation. It was felt that this
was necessary in order to avoid
a possible conflict of interests.
Even after he had disposed of his
holdings, he continued to be the
subject of much criticism because
of his former business connec
tions. It seemed that every major
decision he made in his capacity
as Secretary of Defense was care
fully examined with a view toward
finding some reason to believe that
it might have been influenced by

Berte! M. Sparks is Professor of Law at Duke
University School of Law, Durham, North
Carolina.

682

the "corporate mind." On one oc
casion the Secretary offered as a
defense for his position a state
ment that what was good for the
corporation he had previously
headed was good for the country.
The reaction of the press was im
mediate. The Secretary's state
ment made headlines in most of
the major newspapers of the coun
try. It was cited as a prime ex
ample of both the ignorance and
the arrogance of successful busi
nessmen in government.

The experience of the corporate
president who became Secretary of
Defense is illustrative of a grow
ing trend of our times. The cry of
"conflict of interests" as a chal
lenge to qualification for the per
formance of certain civil and polit
ical responsibilities is being heard
with increasing frequency. Occa
sionally it has been directed at
elected officials but it has been par-
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ticularly noticeable where ap
pointive ones are concerned. The
idea seems to be abroad in the land
that any substantial degree of suc
cess in business constitutes an au
tomatic disqualification for public
office. Experience in manufactur
ing, particularly if it is in heavy
industry, is interpreted as a sure
sign of unfitness for high position
in the Defense Department. By the
same standard a man who has had
wide experience in banking or
other types of financial manage
ment is automatically disqualified
for service as Secretary of the
Treasury. Similar reasoning has
led others to conclude that a per
son who owns stock in American
industry should not be allowed to
sit as judge on an American court.

Who Is Qualified?

In view of the above observa
tions, one might wonder where he
should look to find suitable public
officials. If experience in financial
management disqualifies one from
becoming a treasury official, then
what is the appropriate back
ground for the job? If manage
ment of a large manufacturing en
terprise renders one ineligible for
the Defense Department, who is
eligible? And what is there about
personal ownership of a financial
stake in the continued survival
and prosperity of American so
ciety that disqualifies one for serv-

ice as a judge in the courts of that
society? Critics might suggest
that questions such as these do not
go to the heart of the matter since
they are related only to the tech
nical competence or skill for the
proposed job and fail to resolve
the problem of personal interests
that might tend to conflict with
public duty. But that problem can
not be resolved without inquiring
into just what personal interests
are involved and what is the na
ture of the public duty with which
these interests conflict.

The interests of a businessman
in his capacity as a businessman
necessarily have something to do
with the success of his business.
He is interested in increasing his
profits. He is interested in produc
ing his product at the lowest pos
sible cost and selling it at the
highest obtainable price. His de
sire to keep costs down includes a
desire that his plant be shielded
from violence and that it be filled
with satisfied, contented workers.
His desire to get a favorable price
for his product includes a desire
for a continuing stream of satis
fied customers with money in their
pockets. This adds up to nothing
more and nothing less than a de
sire for a peaceful and prosperous
society. Such a desire does not con
flict in any way with the desired
goals for society as a whole. In
fact, the two are identical.
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Governments are established for
the purpose of maintaining order.
That means that the true function
of government is to maintain an
environment wherein a peaceful
and prosperous society is possible.
It means a society where volun
tary exchange is permitted, where
contracts are enforced, and where
fraud, deception, and violence are
punished. All human beings except
those few who hope to become the
beneficiaries of fraud, deception,
and violence desire these same
goals. And if the degree of the
intensity of the desire may be
measured by the extent of the
particular person's personal or self
ish interest, the desire is keenest
among the most successful busi
nessmen. It is they who stand to
lose most· if contracts are not en
forced and if theft, burglary, and
other forms of violence are not
restrained. At the same time it is
their selfish interests operating
peacefully in a free economy that
tend to bring the greatest material
benefits to all. This is the normal
and natural result of a free mar
ket operation because the greater
the number of producers who are
competing peacefully for customer
attention, the wider will be the
range of choice available to each
customer and the greater will be
the likelihood that the peculiar
tastes of each one will be satisfied
at the lowest possible cost.

The Founders Understood
The unity of interests between

the businessman and society as a
whole was clearly understood by
the founders of the American Re
public. The vast majority of the
signers of the Declaration of Inde
pendence were well-to-do or even
wealthy businessmen who saw as
their primary task that .of estab
lishing a government under which
freedom and order could be main
tained. Their rebellion was not a
rebellion against an established
order but a rebellion against the
efforts of a government to impose
trade restrictions upon some and
to grant special privileges to
others, the latter being those who
happened to be favorites of a par
liamentary majority. For the most
part the Founding Fathers served
without pay and when they
pledged their lives, their fortunes,
and their sacred honor, their for
tunes were more than mere inci
dental parts of that pledge. These
were men of substantial means.
They had much to lose and most of
them actually suffered the 10SS.1

They did so because they placed
high value upon the long-term
benefits to be derived from the

1 A vivid account of the backgrounds
of the men who signed the Declaration of
Independence and the suffering, both per
sonal and financial, they endured as a re
sult of their having done so is presented
in summary form in Fehrenbach, Great
ness to Spare (1968).



1971 CONFLICT OF WHOSE INTERESTS? 685

preservation of ordered liberty
where individual freedom of choice
could be maintained and where
voluntary exchange of goods and
services could be practiced with
out any intervention or coercion
from governmental authority.
They understood, as did the recent
Secretary of Defense, that what is
good for business is good for the
country.

Tariffs "Protect" Producers

at the Expense of Consumers

But a government can he so or
dered and the governmental func
tion so conceived that the private
interests of particular individuals
or particular business enterprises
do conflict with public duties. This
occurs most frequently when sub
sidies, tariffs, or other forms of
special privileges are established.
A steel manufacturer might reap
substantial short-term benefits
from a tariff law imposing a duty
on imported steel. When such du
ties are imposed, the price of the
imported product will have to go
up or else the product will have to
leave the market. In either event
the domestic producer will be
given an opportunity to sell at a
higher price than would be ob
tainable under free market condi
tions. While this might be of im
mediate benefit to the domestic
producer, it will mean higher
prices for the consumer of steel

products and therefore a detri
ment to such consumers.

But the detriment to the imme
diate users of steel is not the end
of the story. The cost of every
thing dependent upon the use of
steel will tend to rise. When this
happens, the quantity of consum
able goods the ordinary citizen can
afford will tend to decline. For
even if he can find some desired
goods that have no direct relation
ship to steel (a supposition that is
itself unlikely), the fact that he
has had to spend more for those
goods that do have that relation
ship will reduce the amount of
money he will have available for
the unrelated products. This is but
another way of saying that there
will be a decline in the general
standard of living, or if not an ac
tual decline, the standard will not
be permitted to rise to the levels
that would otherwise be achieved.

What has been said about the
steel industry is equally applicable
to every other item of commerce
upon which import duties are im
posed. A tariff on imported textile
products might be of immediate
benefit to the domestic textile pro
ducers, including the employees in
that industry, but it is hardly
beneficial to either the 20-year-old
office girl or the 70-year-old widow
living on a fixed income when both
ladies are trying to outfit them
selves with garments appropriate
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to their respective needs. And a
tariff law that can keep a foreign
automobile off the domestic mar
ket might appear advantageous to
the domestic producer, whether he
is the president of the company, a
stockholder, or a laborer on the
assembly line, but it is less than
helpful to the school teacher seek
ing low-cost transportation.

Special Privileges

The common characteristic of
each of the illustrations cited
above is that in each instance a
particular individual or a particu
lar industry is seeking a special
privilege. In each instance some
body is trying to escape the rig
orous discipline- of the free mar
ket. The market is a system that
tends to reward those who pro
duce the things people want at the
lowest possible price. In that sense
it is a system that rewards the
best producers. It is a system in
which the only way one can serve
himself is by serving others, by
producing the things or offering
the services others want. But the
erection of a tariff barrier is a
means of artificially keeping the
most desired goods or the most de
sired services beyond the reach of
the customer. It is a system under
which the customer is coerced into
accepting something less than his
first choice, a system for keeping
marginal and substandard produ-

cers in business at the expense of
consumers.

Thus it becomes clear that in the
tariff cases there is a private in
terest that conflicts with the best
interests of the public. But in each
instance it is a conflict created by
the departure of government from
its proper function of maintaining
the peace and its entry into the
nongovernmental role of interfer
ing with the operation of the mar
ket. It is a conflict created by at
tempts to use force rather than
customer choice to dictate the pro
duction and distribution of goods.

The proper way out of this pre
dicament is to get rid of the law
creating the conflict and permit
government to return to its proper
function of maintaining order,
thereby enabling its citizens to
peacefully pursue their own hap
piness in the manner pleasing to
them. But until that step is taken
the presence of the conflict must
be recognized. And if the conflict
is to be avoided, the particular
businessman reaping a benefit
from a particular tariff law must
not be permitted to participate in
any decision concerning the rate
or the administration of the tariff
involved. Neither should he be per
mitted to vote for or against can
didates who might be called upon
to participate in such decisions.

Such a regulation of the fran
chise would be cumbersome indeed.
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It might even prove to be totally
unworkable in its operation but it
is an essential part of the opera
tion if conflict of interests is to be
avoided while the tariff law re
mains. And it should be kept
clearly in mind that what is being
dealt with is, not the interests of
businessmen as a. group, but the
special privilege the government is
extending to a particular business
man or a particular group of busi
nessmen at the expense of all other
businessmen and of society as a
whole.

The Farm Bloc

What has been said about the
tariff laws is equally applicable to
all forms of subsidies and produc
tion controls the government
might attempt to impose. When
farmers are being subsidized for
growing certain crops or when
they are being paid not to grow
others, the funds from which they
are paid must be taken from other
members of society. From whom
shall such funds be taken and who
is to decide when, how, and how
much to take? These are political
questions to be decided in the po
litical arena.. And any serious con
cern about conflict of interests
would appear to dictate that farm
ers be excluded from the electorate
when these special privileges for
farmers are being voted upon
either directly or indirectly.

If this were done, it would no
longer be possible for legislators
from the farming regions to win
elections by promising their con
stituents to support laws impos
ing heavier burdens upon city
laborers in order to hand out
greater rewards to farmers. This
is but another way of saying that
candidates for office would no
longer be permitted to use the tax
laws to raise funds to support
their own campaign efforts and to
perpetuate themselves in office.
Farmers would be left to seek their
rewards by producing in the most
efficient manner of which they are
capable the products people actu
ally want. Their rewards would be
for more efficient production
rather than for the precarious cir
cumstance of being represented in
legislative halls by friendly but
unscrupulous power-grabbing poli
ticians.

... and Other Subsidies

But the so-called "farm pro
gram" is only one example of spe
cial privilege being supported by
government at the present time.
Similar discriminatory advantages
are being extended on a large
scale to selected individuals or
groups at all levels, Federa.l, state,
and local. Exclusive franchises to
power and transportation compa
nies, subsidies for airport con
struction, Federal support to rural
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cooperatives operating electric,
telephone, or other business enter
prises, direct financial help to cer
tain segments of the housing in
dustry, government guaranteed
loans to individuals or business
enterprises within certain classi
fications, and numerous other il
lustrations that could be cited are
instances where the taxpayers are
being forced to sacrifice their own
well-being in order to support in
dividuals or industrial organiza
tions the taxpayers have not volun
tarily chosen to support.

The truth is that in most in
stances where these discrimina
tory practices prevail the benefi
ciaries of the special privileges are
individuals or organizations whom
the taxpayers, acting in their ca
pacity as consumers in the market
place, have already affirmatively
rejected in favor of others who
are offering goods and services
more in accord with consumer
wishes. If this were not so, the
special privilege would not be
needed. And aside from the wis
dom of the sage remark of Ludwig
von Mises that "the average man
is both better informed and less
corruptible in the decisions he
makes as a consumer than as a
voter in political elections,"2 a de
cent respect for simple human dig
nity would seem to demand that
the individual person should be

2 Socialism 21 (1951).

permitted to spend his own earn
ings for the goods and services
that are most pleasing to him.

The Vote-Buying Process

If all the concern about conflict
of interests were both genuine and
informed, it is doubtful if any of
the recipients of special privilege
would be permitted to vote in po
litical elections. It seems a little
ridiculous to permit one group of
citizens to vote themselves sub
sidies at the expense of other citi
zens. Permitting them to do so ex
tends to them the opportunity of
using the power of the state, the
state being the only agencyauthor
ized to use force, to impose their
wills upon the nonprivileged group
without regjard to whether they
are performing any services that
are needed or desired by the non
privileged citizens.

Under such a coercive system
the continued production of un
wanted products is inevitable and
so is the perpetuation of incompe
tent and inefficient producers. It is
far different from the free market
where only the most efficient pro
ducers of the most wanted prod
ucts can survive, where the only
reward is that of a voluntary pur
chase by a willing customer.

A business enterprise might suf
fer financial embarrassment be
cause of inefficient management or
because it has misjudged market
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demand or for any number of other
reasons. Regardless of the reason
for the difficulty, if the rules of
the market are permitted to oper
ate, that enterprise will have to
either reform its approach or go
out of business and that right
early. But if government can be
depended upon to rescue a failing
business, the need for improvement
is removed. Inefficient mana,gement
is left free to continue in opera
tion and unwanted products may
continue to be produced. In either
event the profits earned by the ef
ficient producers of products the
citizens want will be expropriated
to subsidize the continued opera
tion of the incompetent producers
or the producers of products the
citizens do not want. Consumers
will be compelled to buy less, com
petition in foreign markets will
become more difficult, and the gen
erallevel of industrial activity will
be forced to decline. In the short
run all this will be beneficial to the
inefficient producer of unwanted
goods, but in the long run it will
benefit no one.

Withhold the Right to Vote

The proper solution to this de
structive and debilitating situation
is to abolish special privileges and
return to the constitutional prin
ciple of giving all citizens equal
treatment before the law. But until
that is done, it would seem appro-

priate to at least take more seri
ously the much-vaunted abhor
rence of conflict of interests. A
suitable beginning place would ap
pear to be that of withdrawing the
right to vote from persons to whom
the government is extending spe
cial advantages above and beyond
those that are accorded to other
citizens. This doctrine should be

. applied to all citizens who are re
ceiving special privileges of any
kind and the term special privilege
should include any privilege that is
offered on an individual or group
basis but not extended to the citi
zenry as a whole.

Presumably all citizens are enti
tled to the benefitsofprotection from
murderers, thieves, marauders,
or robbers. It is protection pro
vided by government but it is pro
tection offered to all citizens. Even
the murderer is entitled to protec
tion against being murdered.
Therefore, this kind of protection
is not a special privilege. It is not
discriminatory. It is a privilege of
fered to all citizens equally.

But suppose the law against
murder applied only to the killing
of members of a particular occupa
tion, religion, race, economic classi
fication, or other identifiable group.
In that rather ridiculous imaginary
situation it would be discrimina
tory to call upon the unprotected
groups to pay taxes to support a
police department for the benefit
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of the recipients of the privilege
of protection. It would be equally
ridiculous to permit the members
of the protected group to cast their
ballots to decide whether the cost
of their special protection should
be shared by the unprotected citi
zens.

Unwarranted Discrimination

It is easy to comprehend the dis
criminatory nature of the imagi
nary law against murder that is re
stricted to the killing 0 of a particu
lar group while treating the vast
majority as free game to be plun
dered and slain at will. But the fact
that precisely the same type of dis
crimination is actually practiced
in numerous other areas is often
overlooked. Whether it is the manu
facturer calling for a tariff law to
give his product an advantage his
customers have already decided it
isn't worth, a farmer asking for
"parity" prices which his skill and
judgment as a farmer cannot main
tain, or a failing business asking
the government to use its power of
coercion to provide it with a low
cost loan which its business per
formance is unable to justify, all
are alike in that they are all asking
that the power of the state be used
to enable them to obtain by force
that which they could not obtain by
willing exchange. And a more di
rect illustration of conflict of inter
ests could hardly be imagined than

that of allowing the recipient of
anyone of these special privileges
to vote for the granting or the con
tinuation of the privilege.

One of the clearest illustrations
of conflict of interests is that of
giving the right to vote to persons
on the welfare rolls. The illustra
tion is perfect because the conflict
is direct. It is permitting a non-

o worker who is receiving a direct
subsidy at the expense of the work
ing members of the community to
participate in a decision as to
whether or not the workers should
have their real wages reduced in
order that the special advantage to
the nonworker may be continued or
enlarged. So long as the nonworker
is permitted to participate in the
decision there can be little doubt as
to how his vote will be cast.

And the influence of even a small
number on the welfare rolls or
other special-privilege cate'gory
should not be underestimated. A
significant feature of the two
party system, a system that has
dominated the political process in
the United States throughout most
of its history, is that in most po
litical campaigns the contest is be
tween two parties whose constit
uencies have usually been fairly
evenly divided. Several years ago
office seekers learned that if a par
ticular group could be singled out
for special privilege and if an ap
peal on its behalf could be made on
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humanitarian grounds, either real
or imagined, the- favored group
could be won almost unanimously
without significantly upsetting the
balance within other groups. This
meant that the purveyor of special
privilege could be reasonably sure
of victory. As the nonprivileged
citizens became more aware of the
discrimination being practiced
upon them, resentments began to
accumulate. The political remedy
presenting itself to the officeholder
was that of enlarging the privi
leged group in order to stay in
power.

This has been done with great
regularity. The spiraling effect
has continued at an accelerating
rate as each party has tried to
outdo the other in its promises of
special privilege. It is the easiest
and least expensive means of win
ning elections. The result has been
that the number of privileged
groups has multiplied and the
population within each group has
grown. In the meantime the politi
cal process has become largely a
game in which the winner is little
more than the fellow who can
demonstrate the greatest degree of
skill in selecting for special favors
such groups and classifications as
will round out a majority while
leaving in the nonfavored, working
group a sufficiently productive
body of 'citizens to provide the
favors.

Raising the IIPoverty Levelll

In any welfare system some fig
ure must be chosen as the income
level at which subsidies will begin.
Regardless of what that figure is,
it is inevitable that there will be
at least some fully employed work
ers whose earnings are only
slightly above that level. As the
meager incomes of this low-in
come group are expropriated for
the benefit of the nonworkers, the
low-income workers can hardly be
expected to escape discourage
ment. They cannot be blamed if
they begin to ahandon their jobs
in favor of a march to the welfare
office. In that way they can have
more leisure time and often enjoy
even higher incomes at the same
time. They can claim their maxi
mum welfare benefits while keep
ing themselves available for the
earning of additional income as
handymen, yardmen, domestic
workers, seasonal agricultural em
ployees, and similar positions
taken on an irregular and unre
ported basis. In this way they can
avoid income tax worries and en
joy a real income substantially
above that of their employed
friends who continue to work at
regular jobs.

Under this system the cost of
government will go up but the poli
tician knows that taxes are un
popular; therefore, he will prefer
deficit spending to current financ-



692 THE FREEMAN November

ing. As the government debt in
creases, the supply of money will
increase without a comparable in
crease in the supply of goods. The
result is higher prices. Welfare
benefits at the established level
will become less attractive. But
the officeholder must remain in
power at all costs; therefore, he
proposes an increase in benefits.
This invades a still higher level of
the comparatively low-income
workers. They now find it advan
tageous to give up their jobs for
the dole, thus starting another
round of the boresome process on
its way.

Each round of increases will be
come larger and will move from
one phase to the next with increas
ing rapidity. To see the process in
operation in its most carefree,
runaway form one need look no
further than the United States of
the 1960's. That was a time when
the political parties in power (and
in some sections of the country
that meant one party and in some
sections another) were claiming
unparalleled prosperity while wel
fare rolls were increasing at an
unparalleled rate. The reasons for
this inconsistent situation are not

. difficult to see nor was its develop
ment difficult to predict. In fact it
was inevitable. It is equally easy
to predict both the increasing ac
celeration and the ultimate conse
quences if established policies are

continued. The next development
to expect is an economically fatal
but politically attractive system of
wage and price controls.3 From
there the move is toward the ra
tioning of goods and the drying up
of production as scarcity mounts
and the point is eventually reached
when there are no longer any
goods to ration.4

Trends Can Change

But none of this has to happen.
The trend can be stopped. History
teaches that there is little likeli
hood that it will be stopped short
of disaster but history also teaches
that all the necessary means for
changing the course while still on
safe ground are readily at hand.
The downward trend is actually
the fruit of man-made schemes for
interfering with the productive ca
pacity of individuals. The free
operation of the market is being
replaced by the coercive power of
the state. And as soon as the power
of the state is applied to tinker
with any segment of the market in
any degree, some citizen some
where is being given a special
benefit which could not exist if it
were not being expropriated from
citizens who are actively engaged

3 This article was written prior to
President Nixon's announcement of the
wage-price freeze on August 15, 1971.
Ed.

4 For an outline of the route to ration
ing see Read, "When Rationing Comes,"
THE FREEMAN, July, 1971.
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in the production of wanted goods.
And if the power to tinker is ac

cepted as a proper function of
government, the temptation to use
the power is too strong. for the
politician to resist. Its use enables
him to expand his popularity, and
hence his personal power base, by
the simple technique of enlarging
the area of benefit while charging
the cost to the productive citizens
who are made the victims of the
crudest form of discrimination.
Special benefits are extended to an
ever enlarging group of citizens.
But every time a citizen is added
to the special privilege category
one is removed from the produc
tive sector. Production declines.
The politician's tenure in office
comes to depend, not upon his in
tegrity or his skill in statecraft,
but upon his shrewdness and his
skill in the selection of the favored
groups to become the recipients
of the state's bounty. But as the
groups are shifted and as their
numbers increase, as they inevita
bly must, the number left to sup
ply the benefits is constantly di
minished and the arrival at the
breaking point is only a matter of
time.

The overriding characteristic of
this seemingly irreversible course
is that production is being penal
ized and nonproduction is being
rewarded. That is the crux of the
matter and that is the point to

touch if the trend is to be re
versed. This can be done by an
honest enforcement of a rule
against conflict of interests. But
enforcement will not come until
there is recognition of the con
flict. Let those who are receiving
special privilege be excluded from
the decision-making process. If
they complain that they are being
deprived of their political rights,
remind them that they have re
moved themselves from the politi
cal arena and that they may re
store themselves by abandoning
their special privilege and joining
with other citizens in a willing
ness to be treated equally before
the law. And if a rule against con
flict of interests is to be applied,
its application should begin where
the conflict is most direct and
therefore most indisputable. If
that were done the office seeker
could no longer use the dole or any
other form of special privilege as
a scheme for buying votes. The
temptation to use the power of the
state to frustrate the operation of
the market would decline. The in
flexible rule of freedom, which is
a rule that the only way one can
serve himself is by serving others,
might be allowed to assert itself
and a period of burgeoning pros
perity and well-being, such as has
characterized all periods of maxi
mum freedom in· past ages, might
be seen again. ~



The SIOEY of NegEo Gains

HENRY HAZLITT

THE MYTH still assiduously culti
vated in some quarters is that the
Negro community has been sunk
in hopeless poverty and despair,
because it has not been allowed to
participate in the general eco
nomic prosperity of the last ten
or twenty years. The actual record
does not support this.

What we find, in fact, is that
the Negroes as a whole have not
only made great absolute economic
gains in this period, but gains at
least fully proportional to those
made by the white population.

The median income of Negro
families in 1949 (calculated in
1969 prices) was $2,538. In 1959
this had risen to $3,661, and in
1969 to $6,191. Thus the median
income had risen 44 per cent in
the ten years from 1949 to 1959,

Henry Hazlitt is well known to FREEMAN
readers as author, columnist, editor, lecturer,
and practitioner of freedom. This article will
appear as a chapter in a forthcoming book,
The Conquest of Poverty, to be published by
Arlington House.
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and 144 per cent in the twenty
years to 1969. This was a real
gain in "constant" dollars and
therefore owed nothing to the
steep rise in prices during the
period. The percentage of Negro
families with incomes under
$3,000 (also calculated in constant
1969 dollars) fell from 58.1 per
cent in 1949 to 41.9 per cent in
1959 and to 20.4 per cent in 1969.

Thus the Negroes not only
shared proportionately with the
whites in the economic improve
ment of the twenty-year period,
but somewhat better than propor
tionately. Compared with the 144
per cent increase in Negro family
"real" incomes between 1949 and
1969, white family real incomes in
the same period increased only 97
per cent.1

1 Source: Department of Commerce,
Bureau of the Census; Economic Report
of the President, February 1971, Table
C-20, p. 220.
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Interpreting the Statistics

I have presented the figures in
this way in order to emphasize the
real economic progress made by
the blacks in this twenty-year per
iod. But these figures standing by
themselves could give a misleading
inlpression. They fail to call at
tention to the big gap still remain
ing between the incomes of white
and black families. In 1949, when
the median income of Negro fam
ilies was $2,538 (in 1969 prices)
the median income of white fami
lies was $4,973. In 1969, when the
median income of black families
had risen to $6,191, that of white
families had risen to $9,794. Thus
the median income of black fami
lies, which averaged only 51 per
cent of that of white families in
1949, had advanced to no more
than 63 per cent in 1969.

This, of course, is still far from
satisfactory; but the comparison
should not lead us to depreciate
the extent of the blacks' real gains.
Some writers talk as if the only
gain worth talking about that the
blacks have made is this gain in
comparison with increased white
incomes. But this is a captious
and confused way of looking at
the matter, and leads to some
paradoxical results. Suppose in
this twenty-year period the gains
of Negro families had been the
same as they were in absolute
terms, but that the real incomes of

white families had shown no im
provement whatever. Then though
only 20.4 per cent of Negro fam
ilies would haye had incomes un
der $3,000 in 1969, 23.4 per cent
of white families would still have
had such low incomes, as they did
in 1949. And though the median
income of Negro families would
have been $6,191 in 1969, the
median income of white families
(in 1969 prices) would have been
only $4,973, as it was in 1949. In
both respects the Negro families,
though with no better incomes in
absolute terms than they actually
had in 1969, would have been
better off than the white families.
Could this be seriously regarded
as a more desirable all-around sit
uation?

In still other ways the Negro
has made great progress in the
last ten or twenty years. A leading
example is in the field of educa
tion. In 1957, the median years of
school completed by nonwhite men
(who were eighteen years of age
and over, and who were in the
labor force) stood at 8.0 years;
for white men the corresponding
figure was 11.5 years, a gap of
3.5 years. By 1967, however, the
median yea.rs of schooling for
nonwhite men increased to 10.2
years, and for white men the
figure had increased to 12.3 years,
reducing the difference to 2.1
years.
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Differences Within Groups

One trouble with all the com
parisons I have made so far is
that, because they arbitrarily
group all whites together on the
one hand, and all blacks together
on the other (for the sa.ke of
making over-all comparisons) , they
may help to encourage the naive
tendency of many people to think
of the black community as a homo
geneous, undifferentiated group
all in the same circumstances and
with the same outlook. But as
Negro leaders have reminded us,
for example: "Young Negroes are
at least as hostile toward their
elders as white New Leftists are
toward their liberal parents."2 In
addition Negroes are separated by
great gaps in experience - North
ern from Southern, urban from
rural - and great differences in
income. In 1967, for example, the
relative spread in incomes among
the nonwhite population was even
greater than among the whites.
The lowest fifth of white families
received 5.8 per cent of the total
income of such families, the high
est fifth received 40.7 per cent,
and the top 5 per cent of families
14.9 per cent. But among non
white families, the lowest fifth
received only 4.4 per cent of the
total income of such families, the
highest fifth 44.7 per cent, and the

2 Bayard Rustin in Harper's Magazine,
January, 1970.

top 5 per cent received 17.5 per
cent.

These differences are empha
sized further when we compare
selected groups of black families,
from different regions, with the
corresponding white groups. In
1969, for the nation as a whole,
black families earned 61 per cent
as much as their white counter
parts (compared with 54 per cent
in 1960). But in the North and
West, black families over-all
earned 75 per cent as much as
white families. More striking,
Northern black families with the
husband and wife under a.ge 35
both present, averaged an $8,900
annual income in 1969, or 91 per
cent of the average of their white
counterparts, compared with only
a 62 per cent average in 1960. Still
more striking, Northern black
families with the husband and
wife under age 24 averaged 107
per cent of the income of their
white counterparts. (The Census
Bureau thinks this is probably the
result of a sampling error. But
that the income of such black
families is at least equal to that of
their white counterparts is sug
gested by the result of a similar
sampling in 1968 ; this showed
such black family incomes averag
ing 99 per cent of corresponding
white incomes.)

It is significant that where we
find the Negroes making the least
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/ progress co:mparatively is in the
area.s where the free market is not
allowed to operate. This is par
ticularly striking in labor union
membership. In the unionized
trades the unwritten rule seems
to be that the higher the pay, the
harder it is for blacks to get in.
They make up 11 per cent of the
labor force. But at latest count, in
such high-paying trades as plumb
ers, sheet-metal workers, electrical
workers, and elevator construc
tors, less than 1 per cent of the
workers are black.3

Minimum Wage Laws and Other
Interventions Cause Unemployment

In one important respect, the
position of the Negroes has retro
gressed. An increasing gap has
developed between the respectiye
rates of unemployment of whites
and blacks. In June of 1971, the
over-all rate of unemployment
among whites was 5.2 per/cent,
among Negroes 9.4 per cent. A
difference of this sort has long
existed. For example, even in the
relatively good employment years
1950 to 1954 inclusive, when the
white unemployment rate averaged
3.7 per cent, the rate for Negroes
averaged 6.8 per cent. Part of this
difference probably reflected dis
crimination by employers, and
part of it the exclusion of Negroes
from unions. In those five years

3 Author's source: Time, April 6, 1970.

unemployment among teenagers
(16 to 19) was also higher, as it
is now, than in the working force
as a whole. But the gap in this
respect between white and black
teenagers was comparatively small.
Unemployment among white teen
agers in 1950 to 1954 averaged
10.3 per cent, and among black
teenagers 11.1 per cent.

Since that time the situation
has been steadily deteriorating. In
June of 1971 the unemployment
rate among white teenagers was
13.5 per cent, while among black
teenagers it reached the appalling
level of 33.8 per cent.

By far the main cause of this
has been the Federal minimum
wage law. Minimum wage legisla
tion has been on the books since
1938, but in March 1956 the min
imum rate was jacked up from
75 cents to $1 an hour, and it has
since been raised by successive
jumps to $1.60 an hour in Febru
ary 1968. But the law cannot make
a worker worth a given amount by
making it illegal for anyone to
offer him less. It can merely make
it unprofitahle for employers to
hire workers of low skills, and
therefore forces such workers into
unemployment. One of the greatest
helps we could give the Negro
today would be to repeal the statu
tory minimum wage.

What our politicians still do not
realize is that the greatest coun-



698 THE FREEMAN November

teracting force to racial discrim
ination is the free market. As the
economist W. H. Hutt has put it,
"The market is color-blind." If an
employer can make a greater profit
by employing a Negro than a
white man at a given job, he is
likely to do it. Even the militant
Negro Marcus Garvey recognized
this, though in a somewhat cynical
manner:

"It seems strange and a para
dox, but the only convenient friend
the Negro worker or laborer has
in America at the present time is
the white capitalist. The capitalist
being selfish - seeking only the
largest profit out of labor - is
willing and glad to use Negro
labor wherever possible on a scale
reasonably below the standard
union wage ... but if the Negro
unionizes himself to the level of
the white worker, the choice and
preference of employment is given
to the white worker.4

In a free market, however, Ne
gro employment does not neces
sarily depend on acceptance of a
lower wage rate. If a Negro - say
an outstanding professional base
ball player or musician - is clear
ly superior to the best white com
petitor, he is likely to be employed
in preference, at an even higher
rate, because the employer expects
to make a greater profit on him.

4 Quoted by Bayard Rustin, Harper's
Magazine, January 1970.

Not a Separate "Black Economy"
but Full Admission to the Market

The chief hope for the economic
progress of the Negroes lies not
in some dream-world effort to
form a separate "black economy,"
but in their becoming and being
accepted as a more fully inte
grated part of a great expanding
capitalist economy. In spite of the
discrimination that still exists, the
economic position of the Negro in
the United States is not only in
comparably higher than in Haiti
or in any of the all-black coun
tries of Africa, but higher than
most whites even in the industri
alized countries of Europe.

For what the best available sta
tistical. comparisons are worth,
here they are: As compared with
a median annual income of $2,138
for Negro unrelated individuals in
1968, the per capital gross na
tional product for that year was
$91 in Haiti, $238 in Ghana, $298
in Zambia, and $304 in the Ivory
Coast. In Chad, the Congo, Mali,
Niger, and Nigeria, it ranged from
a low of $63 to a high of $88.5

Turning to European compari
sons: In the early 1960's, when it
was calculated that some 44 per
cent of America's nonwhite popu
lation was below the so-called pov
erty line of $3,000 a year, it de
veloped that some 75 per cent of

5 Source: Statistical Abstract, 1970, p.
810.
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Britain's entire, predominantly
white, population was also below
that line.6 The $2,138 median in
come for American unrelated Ne
groes in 1968 compares· with a per
capita gross national product for
that year of $1,544 in Austria,
$2,154 in Belgium, $2,206 in West
Germany, $1,418 in Italy, and

6 Author's source: M. Stanton Evans
in National Review Bulletin, February 3,
1970.

$1,861 in the United Kingdom.
What chiefly counts is the pro

ductivity of the whole economy;
what counts is the maximization
of the incentives to that produc
tivity. And those incentives are
maximized when opportunities are
maximized - when we neither fa
vor nor discriminate against any
man because of his color, but
treat everyone according to his
merits as an individual. ~

IDEAS ON

L$
LIBERTY

They Constantly Clamor

THERE ARE PERSONS who constantly clamor. They complain of
oppression, speculation, and pernicious influence of accumulated
wealth. They cry out loudly against all banks and corporations
and all means by which small capitalists become united in order
to produce important and beneficial results. They carryon mad
hostility against all established institutions. They would choke
the fountain of industry and dry all streams. In a country of
unbounded liberty, they clamor against oppression. In a country
of perfect equality, they would move heaven and earth against
privilege and monopoly. In a country where property is more
evenly divided than anywhere else, they rend the air shouting
agrarian doctrines. In a country where wages of labor are high
beyond parallel, they would teach the laborer that he is but an
oppressed slave.

DANIEL WEBSTER, in the Senate in 1833
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Dividing the Wealth

ECONOMICS, as a science, is sup
posed to be "value free." But, after
one has pursued the subject through
all its ramifications, it turns out
that if men are permitted to make
their own voluntary decisions
about production, with the state
relegated to the role of policing
contractsa.nd maintaining an hon
est currency, the creation of
wealth, of value itself, rises to a
higher pitch and more people get
more goods, services, and oppor
tunities. So, paradoxically, a "value
free" subject leads one into an in
evitable discussion of values. A
free economic system is worth
pearls and rubies when compared
to any of the many permutations
of socialism that more and more
afflict our globe.

Howard E. Kershner, who helped
found the Christian Freedom
Foundation and is editor of its
journal, Christian Economics,
tumbled long ago to the fact that,
as Edmund Opitz puts it, religion
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and the free economic system of cap
italism are natural allies, not ene
mies. Christian voluntarism goes
hand in hand with economic volun
tarism; their values support and en
hance each other. One can only be
Christian if one is voluntarily
choosing between good and evil.
And it is a positive good if, as a
Christian, one chooses the specific
economic system of capitalism,
which, if it can't exactly reproduce
the miracle of manna from Heaven,
at least does the next thing to it.
People have more scope for free
dom under capitalism, and freedom
is at the heart of Christianity.

Dr. Kershner's Div,iding the
Wealth: A re You Getting Your
Share? (Devin-Adair, $5.50 cloth;
$2.25 paper), makes the case that
free economics is a natural ex
pression of Christian order. But
his case, as set forth here, is an
implicit case; in his study of "the
means by which the production of
wealth for individuals and for
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countries can be accelerated or re
tarded," Dr. Kershner limits his
theological speculation to the state
ment that if you "put God first,"
then "the other things will be add
ed, as the history of our country
shows." The rest of the book, which
is an uncommonly lucid one, is
nicely divided into chapters that
show, on the one hand, how free
dom increases the capital available
to each and every individual and
how socialism,· on the other hand,
results in "decapitalizing our
selves."

The Workers' Share

Dr. Kershner begins his story
with an account of a hoax perpe
trated way back in 1905 by the so
cialist firebrand, Daniel De Leon.
In a famous speech delivered in
Minneapolis, De Leon produced a
chart that "proved" that the Amer
ican workingman in 1900 received
only 17 per cent of the total na
tional production of more than $13
billion. Going back to the Civil
War, De Leon concluded that, on
the average, the owners of Ameri
can industry grabbed off 80 per
cent of the wealth produced in their
factories, while the workers got
only 20 per ce.nt.

De Leon's great error resided in
his assumption that the manufac
turer got everything in the final
selling price of an article that was
not paid out to labor in his own

factory. This, of course, failed to
reckon with such items as rent, in
terest, the cost of raw material~,

the parts made by other manufac
turers, taxes, accounting overhead,
and the cost of sales. Since labor
costs make up a large part of al
most every item in the list, De Leon
had monstrously perverted things.
Taking the economic process as a
whole, labor gets 87.5 cents out of
every dollar divided between own
ers and workers, lea.ving 12.5 cents
to be reserved for company growth
and for dividends. These are U. S.
Department of Commerce figures.
In 1968 dividends accounted for
only 6.7 cents of the gross dollar.

The importance of the De Leon
hoax is that it still colors the
thinking of the AFL-CIO and a
majority of people who are polled
from time to time by Dr. Gallup.
In his chapter on "What Ups Prices
- Wages or Profits?," Dr. Kersh
ner quotes a, statement put out by
the AFL-CIO at its 1969 winter
meeting in Florida,. Between 1960
and 1968, so the AFL-CIO declared,
profits rose 91 per cent, before-tax
dividends to stockholders 84 per
cent, while the after-tax take-home
pay of the average nonsupervisory
worker rose by only 31 per cent.
Wha.t theAFL-CI0 didn't say was
that 60 per cent more capital was in
use in 1968 than in 1960, and that
the amount of profit per dollar of
sales on a much larger volume of
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business had merely remained
stable. The rate of return on the
stockholders' equity was actually
lower in 1968 than in 1960.

Professor Milton Friedman keeps
saying that wage increases, even
beyond productivity, do not cause
inflation. Technically, of course, he
is right; it is only an increase in
the money and credit supply that
causes inflation. But uneconomic
wage increases would result in a
shrinking market and consequent
unemployment if the money supply
were not expanded, and where is
the political party that can afford
to go into an election year without
validating the wage increases by
flushing the currency? When pro
ductivity does not keep pace, it is,
as Dr. Kershner says, "the higher
the wage the higher the price, and
the smaller the quantity of goods
that can be sold."

Government Intervention Precludes
Voluntary Bargaining and Trade

Instead of trying to exact huge
wage increases to offset a rise in
the cost of living, Dr. Kershner
thinks that labor ought to exercise
a little Christian forbearance in
favor of relating wage demands to
productivity. But since such for
bearance will probably not be forth
coming, something will have to be
done to change "legislation favor
ing unions" and so help restore
flexibility to the competitive sys-

tern. How can employers resist un
economic wage demands when com
petition is destroy'ed by bureau
cratic rulings that make uncoerced
collective bargaining impossible?

"We are in a vicious circle," says
Dr. Kershner. "To get out we must
find a way to stop the growth of
the money supply and to keep labor
costs per unit of production from
rising." The AFL-CIO's George
Meany says labor would be willing
to forego some of its efforts to get
"more" if the manufacturers would
restrain profits. But for the past
five years, as Dr. Kershner says,
the return on stockholders' equity
"is only about 3.9 per cent." And it
follows that "you can't do much
about reducing prices by working
on this 3.9 per cent. It is so small
in comparison with the wage fac
tor in prices that it would make
little difference if eliminated en
tirely.As an average figure, em
ployee compensation is seven or
eight times greater than profits."

Besides, as Dr. Kershner shows,
it is the drive for profits that makes
the mare go. Little, if any, profit
is generated by pinching wages or
by overcharging the consumer.
Profit, in any nonmonopolistic sit
uation, is something taken out of
costs. If goods are not extensively
used, there will be no profit, and no
expanded factories employing more
labor. Profit, says Dr. Kershner,
"is proof that there has been ex-
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tensive use," which is good for
everybody. If George Meany only
knew, he is hurting both labor and
the consumer when he attacks
profit.

Dr. Kershner is not hopeful for
the short run. He sees us "decapi
talizing ourselves" by an inflation
that compels enterprisers to replace
a depreciated machine that origi;..
nally cost $25,000 with a new ma
chine costing $50,000. The cost of
replacement means more debt and
less money for expanding the eco
nomic system as a whole. Mean
while the population keeps grow
ing. We have reached the horren
dous point where we owe more than
$3 trillion, which is 50 per cent
more "than our entire worth as a
nation and a people." "How rich,"
so Dr. Kershner asks, "is a man
who owes 50 per cent more than his
entire wealth ?" There used to be a
word for it - it was bankruptcy.
This assumes, of course, that the
man couldn't work it off, as is un
likely, given all our current trends.

~ UNCLE SAM, MONOPOLY MAN
by William C. Wooldridge (New
Rochelle: Arlington House, 1970),
160 pp., $6.95.

Reviewed by Haven Bradford Gow

THE POST OFFICE is a monopoly,
and service deteriorates as a re
sult, while deficits accumulate.

Could the private sector handle
the various delivery services now
preempted by government, doing
the job more efficiently while
showing a profit? Of course, re
plies Mr. Wooldridge, in a chapter
describing the mess government
has made of the mails, and the
improvements several entrepre
neurs have made· in various kinds
of delivery in competition with
the postal system.

Another chapter tackles the
government school structure and
describes what the free market
can ,accomplish in the field of ed
ucation. Harlem Prep is a dra
matic illustration. Encouraged by
parents, community leaders, and
charitable organizations, a pri
vate school was established in
Harlem. Students - most of them
former drop-outs - are busily
studying math, English, history,
and even branching out into Plato
and Aristotle. In 1968, twenty
seven former' drop-outs received
their diplomas from Harlem Prep.
All received full or partial schol
arships to attend such colleges as
Harvard, Vassar, Wesleyan, Ford
ham, and the University of Cali
fornia. In 1969, seventy-one grad
uates were accepted by thirty
seven colleges and universities.
One of those who received his di
ploma, Charles Trahan, aptly
summed up the feelings of the
graduates: "Next September I will
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be a freshmen at Wesleyan. Last
year I was blind and lost. NOw I
have a scholarship."

This is ,a lucid book, written in
an engaging style. By precept and
example, the author demonstrates
the suffocating power of an over
grown government, and the happy
consequences of relying on the
creative resources of private in
genuity and enterprise. He shows
what the private sector can do
even in such areas as highway
development, arbitration, and coin
age. The author is less successful,
however, in his chapter on polic
ing, failing to realize that policing
is a unique kind of performance.

Policing deals in acts of force
blows from a club or shots from
a gun - and these are not the
peaceful and voluntary interper
sonal actions which is the market
in action.

The reviewer heartily concurs
with the author's conclusion that
"independent action encroaches on
ancient habits, laws, and fiefdoms,
which grew up unremarked while
generations argued over whether
the state should help those who
wanted help. The coming genera
tion is already struggling instead
over whether the state can step
aside when individuals prefer to
serve themselves." ~
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