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The

IT is not possible to define or cir
cumscribe historical periods with
any degree of exactitude. Rather
must we make generalizations. We
can say that the Golden Age of
Greece was approximately from 500
to 200 B.C. When were the Dark
Ages? That too is a period difficult to
designate-perhaps from the 8th to
the 14th century. When did the so
called Modern Age begin? Sometime
after 1750, perhaps in 1776 with the
invention of the steam engine and
the publication of Adam Smith's
Wealth of Nations, as well as the
signing of the Declaration of Inde
pendence. But to fix on any given
year is no doubt an oversimplifica
tion.

Dr. Norman S. Ream is pastor of the First Congrega
tional Church, Wauwatosa, Wisconsin. This article is
from his sermon of October 14, 1979.

Norman S. Ream

rAge

It is even more difficult to deal
with our own age. When we are so
close to something it is impossible to
assess it with a great degree of accu
racy. Ours has, however, already
been nominated as the Aspirin Age,
the Age of Anxiety, and the Atomic
Age, among others. We can only
generalize about when our age be
gan and no one knows when it will
end. There are many, however, who
are exceedingly fearful ofhow it will
end.

There is another name that could
be given to our age and unfortu
nately it too is a name implying that
you and I and many who preceded us
have not done very well with our
Christian Stewardship. Would that
we could call ours an age of
enlightenment, or an age of new
renaissance. But even the most op-
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timistic would be hard put to make
such descriptions believable.

I would suggest that ours could be
defined as an age of moral dis
integration-a time during which
all the old and generally accepted
standards for human behavior began
to crumble and to fall apart. Where
once there was general agreement
as to what was right and wrong,
moral and immoral, good and bad,
now we are a people seemingly
almost hopelessly divided on such
issues. We will not admit that
this is the result of our moral
myopia, however, but would rather
insist that we are just more lib
eral, more tolerant and more under
standing than people used to be. But
if a society is to be judged by its
fruits, as Jesus said a tree was to be
judged-and by implication
individuals-then our society would
seem to be in an extremely precari
0us condition.

"Situational Ethics"

Ours is a society which has
adopted «situational ethics" with a
vengeance. What is right is what
each person thinks is right. In any
society where that is generally so,
then, in that society there is no way
of making valid judgments about
human behavior, and no one form of
behavior can be defended as being
better than any other. No doubt the
widespread belief in egalitarianism
is in part responsible for such a

state of moral anarchy. If we are all
equal in all ways, then the morality
of a saint is no better than that of a
member of the Mafia.

Anarchy and chaos are always the
consequence of a loss of order in
society. Because, by man's very na
ture, he cannot long live without
order, when the situation gets bad
enough he will turn to any kind of
order as being better than none.
What is then offered him is an order
imposed by force. He finds himself in
a totalitarian society where order,
civil and moral, is imposed by the
will of the omnipotent few.

One need only read the two open
ing books of the Old Testament to
discover that mankind always tee
ters between anarchy and order, be
tween barbarism and morality.
Moses had a terrible time trying to
keep his people loyal and faithful to
the moral order God had revealed to
him. But the Ten Commandments
were not new and unique. They were
preceded by the code of Hammurabi.
Wherever there has been any
semblance of civilization there has
been-there has had to be-some
kind of generally accepted moral or
der, or an imposed one. Men do not
survive in community by instinct
alone. And without community
there is little, ifany, progress.,When
a community loses its principles, its
moral guidelines, then it begins to
disintegrate.

Two philosophers have written a
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book entitled Personality and the
Good. Their names are Bertocci and
Millard and this is what they say:

A human being will not accept chaos.
When he can no longer cope with it he
begins to get sick, both physically and
mentally. When chaos has won out he is
dead. But as long as he is alive he is
seeking to reduce chaos in some way or

other.

Lack of Moral Discipline

A French scientist by the name of
J. Rostand has observed that cCsci_
ence has made us gods before we
were even worthy of being men." We
have great means at our disposal
but very little meaning, tremendous
power but a lack of purpose. The
primary need in modern society,
contrary to what we read so much of
in the media, is not the need for
natural resources; oil, or other
material things. What we desper
ately need is not someone to tell us
what we ought to do, but someone to
show us what we ought to be, not
someone who will tell us how to
build a brave new world, but some
one who will show us how to be new
men and new women. What we need
most requires a moral and a spiritual
discipline, and that is the area where
modern man is so sadly lacking.

I am convinced that is not only
what is needed, but by our finest
young people that is precisely what
is most desired, whether they can

define it or not. Let me share a
quotation from a former liberal
modernist who has seen the light
and is now a moral and spiritual
traditionalist. Irving Kristol is his
name. He is a professor at New York
University and a frequent con
tributor to the Wall Street Journal.
He says this:

Young people do not want to hear that
the church is becoming modem. Go tell
the young people that the message of the
church is to wear sack cloth and ashes
and to walk on nails to Rome, and mil
lions would do it. . . . Young people are
looking for religion so desperately that
they are inventing new ones; old reli
gions are pretty good. New ones are
being invented because the churches
capitulated to modernity at the very
time when the rebellious, gnostic, self
confident spirit of modernity was enter
ing a major crisis and was moving to
ward its own discreditation.

It is in the youth that we see most
clearly the reality that men cannot
Iive happily in a state of moral
chaos. They do not live by bread
alone. They require and they desire
rules, standards, principles, to
which the majority will adhere and
which will give them a sense of
oneness as they pursue a high and
worthy goal.

Now, these rules, standards and
principles must have a source, and
only if that source is believed to be
beyond the puny mind of man will it
have any objective validity. The
Hebrew-Christian tradition affirms
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the source of all moral validity to be
God. Out of God's love for man; out
of God's plan and purpose for him,
comes the moral law. It has no ul
terior motive nor any selfish pur
pose. It is meant to enhance man's
eternal well-being, but it also en
hances his temporal state as well.

Success Requires Character

Let me offer the simplest of illus
trations, one which has been in my
mind for many years. Who makes
the most successful salesman in the
long run? Is it the man who lies and
cheats and steals? Remember, I said
((in the long run". To be sure, in the
short run, you may get a big order
by sharp practice, but will you get
any repeat business? The most suc
cessful salesman is the one who is
trusted because he is honest, he is
sincere, he is a man of character.
And what is true in sales is true in
every other area of life. These values
promote order and trust. Lack of
them leads to chaos and anarchy
because men and women become
constantly suspicious of one
another. Which kind of world would
you prefer to live in?

A short time ago I received a mild
rebuke for not preaching more Bib
lically oriented sermons. I do not
conceive how any sermon could be
more Biblically oriented than this
one. It's what the Bible is all about
from start to finish. God loves you.
Because he loves you he has a goal

and a purpose for you. To have you
attain that goal and purpose he has
given you a Way in which to walk.
Here in the Old Testament are Ten
Commandments to which you must
adhere if you would walk in that
way. Here in the New Testament
are 'I'wo Commandments to direct
your path-love God with all ofyour
being and love your neighbor as
yourself. How do you do that? Read
the Sermon on the Mount-forgive
endlessly, turn the other cheek, go
the second mile, serve without
thought of reward, do good to those
who despise and persecute you. But
most important ofall, we have in the
New Testament a person who re
veals to us by his example what
each of us can become.

All Christian morality is based on
God's love. Why is abortion an evil
thing? Because God loves that little
child he created, but also because
God loves you and does not want you
to do anything that would destroy
the great potential for good that is
within you.

These Christian values are ulti
mate values. I listened to a professor
of economics recently. He was
speaking to foremen and super
visors of a large Wisconsin corpora
tion. He knew I was present and
that I was a minister. He mentioned
the fact and prefaced one of his re
marks by suggesting that I might
not agree with him. He was right. I
didn't, for what he said was, ((Moral-
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ity is determined by the economic
environment." I would agree that
morality-ultimate truth about
human action-is discovered in the
marketplace, but it is not deter
mined there. It was determined a
long time ago in the mind of God
when he considered the end and the
goal he desired man to achieve. The
market may motivate man to act
morally or immorally, but it does
not determine right and wrong, good
and evil. God has determined that.

You and I live, I am afraid, in a
time of moral confusion bordering
on moral chaos. What can we do

A Worthy National Goal

about it? We can live morally our
selves. We can advocate morality to
others and defend it when it is
attacked. We can pray that God will
reveal the truth about morality to
enough men and women that our
own civilization may be saved before
it goes the way of so many that have
preceded it.

One thing more, we can be com
mitted to the teaching and preserv
ing of the moral principles taught by
Jesus Christ and without which no
free and worthwhile social order can
survive. @

IDEAS ON

UBERTY

WHETHER man's destiny is forced or free; whether he is a robot product of
his environment or whether he can shape his environment; whether he
is a moral, intelligent being who should be left free to plan his own life
or whether he should be considered a pawn, to be planned by the
state-these are among the most important questions of our time.
Several years ago, it was the fashion to project for America so-called
national goals or purposes; a rather futile undertaking because
America, like any free society, is many million purposes-all combining
toward end results far richer and finer than any totalitarian state has
produced.

But it would be a worth-while national goal to rekindle in American
public opinion those attitudes and responses-social, economic, and
moral-appropriately based on the assumption that man is internally
free and, regardless of environment, able to shape his life, for better or
for worse.

WILLIAM HENRY CHAMBERLIN,
"Man's Destiny: Forced or Free?"



George Reisman

I PRICE I
CONTROLS

I AND I
SHORTAGES

PRICE controls are advocated as a
method of controlling inflation. Peo
ple assume that inflation means ris
ing prices and that it exists only
when and to the extent that busi
nessmen raise their prices. It ap
pears to follow, on this view, that
inflation would not exist if price
increases were simply prohibited by
price controls.

Actually, this view of inflation is
utterly naive. Rising prices are
merely a leading symptom of infla
tion, not the phenomenon itself. In
flation can exist, and, indeed, accel
erate, even though this particular
symptom is prevented from appear
ing. Inflation itself is not rising

Dr. Reisman Is Associate Professor of Economics at
Pepperdlne University In Los Angele8.

This article Is reprinted by permission from his
new book, al80 reviewed In this Issue, The Govern
ment Against the Economy.
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prices, but an unduly large increase
in the quantity of money, caused,
almost invariably, by the govern
ment. In fact, a good definition of
inflation would be, simply: an in
crease in the quantity of money
caused by the government. Rising
prices as a chronic social problem
are a consequence of governments
overthrowing the use of gold and
silver as money and putting in their
place unbacked paper currencies
and checking deposits whose quan
tity can be increased without limit
and virtually without cost.

The imposition of price controls to
deal with inflation is as illogical as
would be an attempt to deal with
expanding pressure in a boiler by
means ofmanipulating the needle in
the boiler's pressure gauge. It is no
less self-destructive, as well. Prices
are equivalent to an instrument
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panel on the basis ofwhich everyone
plans his economic activities and
which enables the plans of each in
dividual to be harmoniously ad
justed to the plans of all other indi
viduals participating in the
economic system.

The free market is a truly awe
inspiring complex ofrelationships in
which the rational self-interest of
individuals unites all industries, all
markets, all occupations, all produc
tion, and all consumption into a har
monious, progressing system serv
ing the well-being of all who par
ticipate in it.

All of this is what price controls
destroy.

Controls Cause Shortages

The one consequence of price con
trols that is the most central and the
most fundamental and important
from the point of view of explaining
all of the others is the fact that price
controls cause shortages.

A shortage is an excess of the
quantity of a good buyers are seek
ing to buy over the quantity sellers
are willing and able to sell. In a
shortage, there are people willing
and able to pay the controlled price
of a good, but they cannot obtain it.
The good is simply not available to
them. Experience of the gasoline
shortage of the winter of 1974
should make the concept real to
everyone. The drivers of the long
lines of cars all had the money that

was being asked for gasoline and
were willing, indeed, eager, to spend
it for gasoline. Their problem was
that they simply could not obtain
the gasoline. They were trying to
buy more gasoline than was avail
able.

The concept of a shortage is not
the same thing as the concept of a
scarcity. An item can be extremely
scarce, like diamonds, Rembrandt
paintings, and so on, and yet no
shortage exist. In a free market the
effect of such a scarcity is a high
price. At the high price, the quantity
of the good demanded is levelled
down to equality with the supply
available, and no shortage exists.
Anyone willing and able to pay the
free-market price can buy whatever
part of the supply he wishes; the
height of the market price guaran
tees it, because it eliminates his
competitors. It follows that however
scarce a good may be, the only thing
that can explain a shortage of it is a
price control, not a scarcity. It is a
price control that prevents the price
of a scarce good from being raised by
the self-interest of the buyers and
sellers to its free-market level and
thus reducing the quantity of the
good demanded to equality with the
supply of the good available.

Of course, if a price control on
something exists, and a scarcity of it
develops or grows worse, the effect
will be a shortage, or a worsening of
the shortage. Scarcities can cause
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shortages, or worsen them, but only
in the context of price controls.
If no price control existed, the
development or worsening of a scar
city would not contribute to any
shortage; it would simply send the
price higher.

Shortage Amidst Abundance

It should be realized that a short
age can exist despite a great physi
cal abundance of a good. For exam
ple, we could easily develop a severe
shortage of wheat in the United
States with our present, very abun
dant supplies, or even much larger
supplies. This is because the quan
tity of wheat demanded depends on
its price. If the government were to
roll back the price of wheat suffi
ciently' it would create a major addi
tional demand-not only a larger
export demand, but a larger demand
for raising cattle and broilers, mak
ing whiskey, and perhaps for many
other employments for which one
does not presently think of using
wheat, because of its price. In other
words, no matter how much wheat
we now produce or might produce in
the future, we could have a shortage
of wheat, because at an artificially
low price we could create a demand
for an even larger quantity.

To the degree that the controlled
price is below the potential free
market price, buyers judge that they
can afford more of the good with the
same monetary wealth and income.

They judge that they can carry its
consumption to a point of lower mar
ginal importance. In this way, the
quantity of the good demanded
comes to exceed the supply avail
able, whether that supply is scarce
or abundant.

Price controls also reduce supply,
which intensifies the shortages they
create.

In the case of anything that must
be produced, the quantity supplied
falls if a price control makes its
production unprofitable or simply of
less than average profitability.

Squeezing Marginal Producers

It is not necessary that a price
control make production unprofit
able or insufficiently profitable to
all produ.cers in a field. Production
will tend to fall as soon as it becomes
unprofitable or insufficiently profit
able to the highest-cost or marginal
producers in the field. These produc
ers begin to go out of business or at
least to operate on a smaller scale.
Their place cannot be taken by the
more efficient producers, because
the same price control that drives
them out of business restricts the
profits of the more efficient produc
ers and deprives them of the incen
tive and also the capital required for
expansion. Indeed, the tendency is
eventually for even the most effi
cient producers to be unable to
maintain operations and to be driven
out of business.
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For example, the price controls on
oil have held down the supply of oil.
They have not yet totally destroyed
the supply of oil, but they have dis
couraged the development of high
cost sources of supply, such as oil
from shale rock and even from the
continental shelf in some instances.
They have also made the more in
tensive exploitation of existing oil
fields unprofitable, which, it is esti
mated, could be made to yield from
one-third to two-thirds more oil over
their lives by the adoption of such
methods as thermal or chemical
flooding, sometimes known as {{ter
tiary recovery." At the same time, in
restricting the profits from the
lower-cost oil deposits, price controls
have held down both the incentives
to discover and develop new such
deposits and the capital necessary to
the oil companies for expanded oil
operations of any type.

Rent Controls

Rent controls on housing that has
already been constructed provide a
similar example ofthe destruction of
supply. As inflation drives up the
operating costs of housing-namely,
such costs as fuel, maintenance, and
minor repairs-more and more land
lords ofrent-controlled buildings are
forced to abandon their buildings
and leave them to crumble. The'rea
son is that once the operating costs
exceed the frozen rents, continued
ownership and operation of a build-

ing become a source merely of fresh
losses, over and above the loss of the
capital previously invested in the
building itself.

This destruction of the housing
supply starts with the housing of the
poor and then spreads up the social
ladder. It starts with the housing of
the poor because the operating costs
of such housing are initially so low
that they leave relatively little room
for further economies. For example,
there are no doormen to eliminate
and therefore no doormen's salaries
to save. Also, the profit margins on
such housing (Le., profits as a per
centage of rental revenues) are the
lowest to begin with, because the
land and the buildings are the least
valuable and therefore the amount
of profit earned is correspondingly
low. As a result, the housing of the
poor is abandoned first, because it
provides the least buffer between
rising operating costs and frozen
rents.

A price control reduces supply
whenever it is imposed in a local
market and makes that market un
competitive with other markets. In
such a case, the local market is pre
vented from drawing in supplies
from other areas, as was the North
east and the United States as a
whole during the Arab oil embargo.

In exactly the same way, in the
winter of 1977, price controls on
natural gas prevented areas of the
United States suffering freezing



76 THE FREEMAN February

weather from bidding for additional
supplies from the producing regions
in the South and Southwest. Natu
ral gas shipped across state lines
was controlled by the Federal Power
Commission at a maximum of $1.42
per thousand cubic feet. Natural gas
sold within the states where it was
produced, and thus outside the
jurisdiction of the FPC and free of
price controls, was selling at $2.00
per thousand cubic feet, with lower
costs of transportation besides. It
was therefore much more profitable
to sell natural gas in the states
where it was produced, such as
Texas and Louisiana, than in such
states as New Jersey or Pennsylva
nia.

Export Policies Affected

A price control not only prevents a
local market from drawing in
supplies from elsewhere, but it can
also cause a local market that nor
mally exports, to export excessively.
In this case, as supplies are drawn
out, the price control prevents the
people in the local market from bid
ding up the price and checking the
outflow.

This phenomenon occurred in this
country in 1972 and 1973. Our price
controls on wheat, soybeans, and
other products made possible an
unchecked exportation that jeopar
dized domestic consumption and led
to an explosion of prices each time
the controls were taken off, in Presi-

dent Nixon's succession of on-again,
off-again ~~phases."

In this instance, the fall in the
value of the dollar in terms of
foreign currencies played a critical
role. When President Nixon imposed
price controls in August of 1971, he
also took steps to devalue the dollar
by 10 percent. Over the following
two years, the dollar continued to
fall in terms of foreign currencies
and in 1973 was formally devalued a
second time. The fall in the dollar's
foreign exchange value meant a
lower price of dollars in terms of
marks, francs, and other currencies.
Since the prices of our goods were
frozen, a lower price of dollars
meant that all of our goods suddenly
became cheaper to foreigners. As a
result, they began buying in much
larger quantities-especially our
agricultural commodities. As they
began buying, domestic buyers were
prevented by price controls from
outbidding them for the dwindling
supplies. As a result, vast accumu
lated agricultural surpluses were
swept out ofthe country, and domes
tic food supplies were threatened,
which is why prices skyrocketed
each time the controls were taken
off.

The fact that price controls
jeopardize supplies in markets that
export leads to embargoes against
further exports, as occurred in this
country in the summer of 1973,
when we imposed an embargo on the
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export of various agricultural com
modities. In addition, price controls
in markets that must import make
such markets helpless in the face of
embargoes imposed by others, as we
were made helpless in the face ofthe
Arab oil embargo. It follows that in
degree that countries impose price
controls, they must fear and· hate
each other. Each such country must
fear the loss of vital supplies to
others, as the result of excessive
exportation, and the deprivation of
vital supplies from others, as the
result of their embargoes and its
helplessness to cope with them.
Each such country makes itself
hated by its own embargoes and
hates the countries that impose em
bargoes against it. Our embargo on
agricultural products in 1973 did
not endear us to the Japanese. And
there was actual talk of military
intervention against the Arabs.
Simply put, price controls breed
war. A free market is a necessary
condition of peace.

Reserves Exhausted

A price control reduces supply
whenever it is imposed on a com
modity of the kind that must be
stored for future use. The effect of a
price control in such a case is to
encourage a too rapid rate of con
sumption of the commodity and thus
to reduce supplies available for the
future. As we have seen, buyers are
led to buy too rapidly by the artifi-

cially low price, and sellers are led
to sell too rapidly, since the fixity of
the controlled price does not enable
them to cover storage costs and earn
the going rate of profit in holding
supplies for future sale.

If the buying public is unaware of
the impending exhaustion of
supplies, the effect of sellers plac
ing their supplies on the market
right away is to depress the current
market price below the controlled
price. This process tends to go on
until the current market price falls
far enough below the controlled
price, so that once again it has suffi
cient room to rise in the months
ahead to be able to cover storage and
interest costs. The resulting struc
ture of prices guarantees the prema
ture exhaustion of supplies.

Under conditions such as those
described above, the buying public
sooner or later becomes aware of the
fact that supplies will run out. At
that point, demand skyrockets, as
the buyers scramble for supplies. As
soon as this occurs, and it may be
very early, the larger supplies that
sellers are encouraged to place on
the market under price controls are
not sufficient to depress the market
price below the controlled price, be
cause they are snapped up by the
speculative buying of the public,
which is aware of the shortage to
come. The consequence of the
speculative buying of the public is
that the item disappears from the
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market right away; it is hoarded.
The hoarding of the buying public

is not responsible for the existence of
shortages. The public hoards in an
ticipation of shortages caused by the
price controls. The public's specula
tive demand cannot even be blamed
for hastening the appearance of a
shortage. That too must be blamed
on price controls, because in the ab
sence of the controls the additional
demand of the public would simply
raise prices; at the higher prices, the
rise in the quantity of goods de
manded would be cut back; prices
would rise to whatever extent neces
sary to level down the quantity de
manded to equality with the supply
available.

Speculative Influence

Speculation on the part of the
suppliers of goods is likewise blame
less for the existence of shortages.
Contrary to popular belief, price
controls do not give suppliers a mo
tive to withhold supplies, but, as we
have seen, an incentive to unload
them too rapidly.

There is, of course, an important
exception to the principle that price
controls give sellers an incentive to
sell their supplies too rapidly. This
is the case in which the sellers are
able to look forward to the repeal of
the controls. In this case, a price
control makes it relatively unprofit
able to sell in the present, at the
artificially low, controlled price, and

more profitable to sell in the future,
at the higher, free-market price. In
this case, sellers do have a motive to
withhold supplies for future sale.

Even in this case, however, it is
still the price control that is respon
sible for the existence of any short
age that develops or intensifies. In
this case, the price control discrimi
nates against the market in the
present in favor of the market in the
future; it prevents the market in the
present from competing for supplies
with the market in the future. Fur
thermore, in the absence of a price
control, any build-up of supplies for
sale in the future would simply be
accompanied by a rise in prices in
the present, which would prevent
the appearance of a shortage, as we
have seen repeatedly in previous
discussion.

Finally, it should be realized that
the withholding of supplies in an
ticipation of the repeal of a price
control does not imply any kind of
antisocial or evil action on the part
of the suppliers. Price controls, as
we have seen, lead to inadequate
stocks of goods; in many cases, it is
probable that the build-up of stocks
in anticipation of the repeal of con
trols merely serves to restore stocks
to a more normal level. Even if the
build-up of stocks does become ex
cessive, its effect later on, when the
stocks are sold, is merely to further
reduce the free-market price in
comparison with what that price
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would otherwise have been. In any
event, any ill-effects that may result
are entirely the consequence of price
controls.

The Consumer's Interest

Sometimes, the question is raised
as to what argument one could give
to a consumer to convince him to be
against price controls; especially
what argument one could give to a
tenant to convince him to be against
rent controls. Our discussion of how
price controls reduce supply indi
cates a very simple argument to
give to any consumer against any
price control. That is that if he
wants something, he must be will
ing to pay the necessary price. It is a
natural law-a fact of human na
ture-that a good or service can only
be supplied if supplying it is both
worthwhile to the suppliers and as
worthwhile as any of the alterna
tives oPen to them. If the price is
controlled below this point, then it is
equivalent to a prohibition of sup
ply. To command, for example, that
apartments be supplied at rents that
do not cover the costs ofconstruction
and maintenance, and the going
rate of profit, is equivalent to com
manding that buildings be built out
of impossible materials like air and
water rather than steel and con
crete. It is to command construction
in contradiction of the laws of na
ture. In the same way, to command
that oil be sold less profitably in

New York than in Hamburg, say, or
that natural gas be sold less prof
itably in Philadelphia than in Hous
ton, is equivalent to commanding
that these materials become drink
able and that water become burn
able, for it is no less an act in con
tradiction of the nature of things.

Now it is simply absurd for a con
sumer who wants a good, to support
a measure which makes its supply
impossible. And that is what one
should tell him. That is what the
consumers themselves should tell
the legislators who are busy enact
ing price-control laws for their al
leged benefit. These would-be bene
factors of the consumers are pro
hibiting the consumers from making
it worthwhile for businessmen to
supply them. They are destroying
the businessmen. In effect, they are
destroying the consumers' ability to
find agents to act on their behalf.
They are reducing the consumers to
the point where if they want any
thing, they will have to produce it
themselves, because price controls
will make it unprofitable for anyone
to supply it to them. Already, rent
control has ((benefitted" tenants to
the point that it is becoming
increasingly necessary if one wants
an apartment to own it oneself: one
must buy a ((co-op" or a condomin
ium. Price controls have made it
increasingly difficult, and at times
absolutely impossible, to buy oil
or natural gas. If the legislators
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are to go on ubenefitting" the con
sumers long enough with their price
controls, they will benefit them all
the way back to the economic self
sufficiency that was the leading
characteristic of feudalism.

"The reader of this book may
very well finish it with a radi
cally different understanding
of such events as the oil and
natural gas crises, chronic
power failures, and the de
cline of rental housing in
places like New York City."

-From the introduction by
William E. Simon

The ignorance that underlies the
destruction of our economic system
is made possible by a protective
shell ofenvy and resentment. People
take the attitude that somehow the
utilities, the landlords, the oil in
dustry, or whoever, are ~~already

rich enough," and that they'll be
damned if they'll let them get any
richer. So, on with the price controls.
That is the beginning and the end of
their thinking on the subject, and
they just don't care to think any
further. They are eager to accept
high nominal profits as a confirma
tion of their view that the industries
concerned are ~~rich enough," and to
let it go at that.

However, the simple fact is that

none of these industries is rich
enough, and in preventing them
from becoming richer, or even stay
ing as rich as they are, people
foolishly harm themselves. None of
these industries is rich enough for
the simple reason that we really do
not have enough power plants,
enough good apartment buildings,
or enough oil wells and oil re
fineries. Speaking for myself, as a
consumer, I must say that I would
like Con Edison, the landlords of
New York City, the oil industry,. and
so on, all to be worth many more
billions than they are presently
worth. I would benefit from that
fact. If Con Ed had more power
plants, my supply of electricity
would be assured. If the landlords
had more and better buildings, I
would have a better apartment. If
the oil industry had more wells and
refineries, I would have a more
abundant and secure supply of oil
products.

If one thinks about it, I believe,
nothing could be more absurd than
consumers in a capitalist economy
attacking the wealth of their
suppliers. That wealth serves
them-they are the physical benefi
ciaries of it. All of the wealth of the
utilities, the landlords, the oil
companies-where is it? It is in
power plants and power lines,
apartment buildings, oil wells and
oil refineries. And whom does it ac
tually, physically, serve? It serves
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the consumers. It serves us-all of
us. We have a selfish interest in the
preservation and increase of that
wealth. If we deprive Con Ed of a
power plant, we deprive ourselves of
power. Ifwe deprive our landlords of
more and better buildings, we de
prive ourselves of apartments. If we
deprive the oil industry of wells and
refineries, we deprive ourselves of
gasoline and heating oil.

Trust the Market

There is indeed a harmony of
interests between the consumer and
the producer under capitalism. Be
cause of it, even if businessmen be
come cowardly and do not fight for
their own interests, we, as consum
ers, must fight for them, and
thereby for ourselves. For we have a
selfish interest in being able to pay
prices that make it profitable for
businessmen to supply us. It is to
our self-interest to pay utility rates,
rents, oil prices, and so on, that
enable the producers in these fields
to keep their facilities intact and
growing, and that make them want
to supply us. And I must say that we
do not have to worry about being
charged unfairly in a free market,
because any high profits that might
be made from us are simply the
incentive and the means to an ex
panded supply, and are generally
made only because of special effi
ciency on the part of the producers
who earn them. ®

"Every commentator on current af
fairs who is not a fully trained
economist ought to read this· book if
he wants to talk sense. I know no
other place where the crucial issues
are explained as clearly and convinc
ingly as in this book."

-EA. Hayek
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Robert E. Hood

"SWEET LAND OF LIBERTY"?
LIBERTY, freedom,justice, equality: these are a few of the words
often used to define America. But each time I attempt to
associate these qualities with ((America is" I find myself more
inclined to use ((America was". America is the sum of its
people, its government, and its national character. Our gov
ernment is the people; we elect it and we are directly respon~

sible for its actions. It is a reflection of our national character
or lack of it.

How does one sing .praises to a government that, having
taxed its citizens to the bearable limit, proceeds to inflate the
currency in order to finance its grandiose schemes? How does
one applaud a government whose principal function lfas be
come the redistribution of the wealth and property of its
citizens? How does one extol the virtues ofa government which
preaches human rights while it condones by its actions the
most flagrant violations ofhuman rights all over the world and
consistently abrogates the individual rights of its own people?
How does one glorify a government which at every turn takes
steps to reward slothfulness, indolence, and conformity at the
expense of industry, initiative, and creativity? How does one
honor a government which places political expediency above
the very principles upon which it was founded?

America was great. Today America is less great. Tomorrow
America will cease to be great-if it continues its present
course. Must we forever bungle our way through one unwork
able social plan and government edict after another? When
will we learn to separate the rational from the absurd; justice
from injustice; principle from expediency; the moral from the
immoral?

It was not always so. America has risen from an agricultural
society of tedious hand labor to a technological monolith of

Mr. Hood, a businessman In Meredith, New Hampshire, formerly served In the State Legislature.
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magnificent proportion. It has provided a standard of living for
all which was unknown to previous generations. It has ac
complished all this by the creative genius of mankind in an
atmosphere of freedom and individual responsibility; not by
the beneficence of a government whose only legitimate contri
bution is the protection of individual rights and property.
America has proved beyond doubt the efficacy of a system
whereby each individual is free to pursue his own goals and
enjoy the benefits produced by his own labor, for only freedom
is compatible with human nature and man's infinite range of
interests and abilities. It alone is conducive to the fulfillment
of man's enormous potential.

If America is to remain great it must reaffirm and reestab
lish the principles upon which it was created. We must restore
the ((free" in free enterprise and learn again the limitations of
government as the Founding Fathers once knew them. We
must understand that liberty and freedom mean the right to
pursue one's own goals and the right to earned property
without government intervention. Freedom does not mean
that we should be free of individual responsibility or free of the
necessity of earning our own way. We must understand that
justice and equality mean equality before the law without
regard for color, creed, or sex. Justice does not mean retribu
tion and unearned privilege or favor. We must no longer
subordinate the inalienable rights of all to the whims and
wishes of an undeserving few.

America was founded on the principles of freedom, not
patronage and subsidy. America was built by the creativity
and industry of its people, not by its government. America has
endured by the strength and integrity ofAmericans, not by the
will of its leaders. America will continue to flourish only by a
rededication to its original ideals, not by hopeless dependence on
political solutions. No other nation was ever founded on such a
moral base and no other nation ever had such glorious poten
tial. In the civilized world no other people have ever been so
uniquely blessed as we. ~
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Ludwig von Mises

Interventionism

A famous, very often quoted phrase
says: ((That government is best,
which governs least." I do not be
lieve this to be a correct description
of the functions of a good govern
ment. Government ought to do all
the things for which it is needed and
for which it was established. Gov
ernment ought to protect the indi
viduals within the country against
the violent and fraudulent attacks of
gangsters, and it should defend the
country against foreign enemies.
These are the functions of govern
ment within a free system, within
the system of the market economy.

Under socialism, of course, the
government is totalitarian, and
there is nothing outside its sphere
and its jurisdiction. But in the mar
ket economy the main task of the
government is to protect the smooth
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functioning of the market economy
against fraud or violence from
within and from outside the country.

People who do not agree with this
definition of the functions of gov
ernment may say: ((This man hates
the government." Nothing could be
farther from the truth. If I should
say that gasoline is a very useful
liquid, useful for many purposes, but
that I would nevertheless not drink
gasoline because I think that would
not be the right use for it, I am not
an enemy of gasoline, and I do not
hate gasoline. I only say that
gasoline is very useful for certain
purposes, but not fit for other pur
poses. If I say it is the government's
duty to arrest murderers and other
criminals, but not its duty to run the
railroads or to spend money for use
less things, then I do not hate the
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government by declaring that it is
fit to do certain things but not fit to
do other things.

It has been said that under
present-day conditions we no longer
have a free market economy. Under
present-day conditions we have
something called the ~~mixed econ
omy." And for evidence of our
~~mixed economy," people point to
the many enterprises which are op
erated and owned by the govern
ment. The economy is mixed, peo
ple say, because there are, in many
countries, certain institutions-like
the telephone, telegraph, and rail
roads-which are owned and oper
ated by the government.

That some of these institutions
and enterprises are operated by the
government is certainly true. But
this fact alone does not change the
character of our economic system. It
does not even mean there is a ~~litt1e

socialism" within the otherwise
nonsocialist, free market economy.
For the government, in operating
these enterprises, is subject to the
supremacy of the market, which
means it is subject to the supremacy
of the consumers. The government
-if it operates, let us say, post of
fices or railroads-has to hire peo
ple, who have to work in these en
terprises. It also has to buy the raw
materials and other things that are
needed for the conduct of these en
terprises. And on the other hand, it
~~sells" these services or commodi-

ties to the public. Yet, even though
it operates these institutions using
the methods of the free economic
system, the result, as a rule, is a
deficit. The government, however, is
in a position to finance such a def
icit-at least the members of the
government and of the ruling party
believe so.

It is certainly different for an in
dividual. The individual's power to
operate something with a deficit is
very limited. Ifthe deficit is not very
soon eliminated, and if the enter
prise does not become profitable (or
at least show that no further deficit
and losses are being incurred) the
individual goes bankrupt and the
enterprise must come to an end.

But for the government, condi
tions are different. The government
can run at a deficit, because it has
the power to tax people. And if the
taxpayers are prepared to pay higher
taxes in order to make it possible for
the government to operate an enter
prise at a loss-that is, in a less
efficient way than it would be done
by a private institution-and if the
public will accept this loss, then of
course the enterprise will continue.

Intervention Breeds Inflation

In recent years, governments
have increased the number of na
tionalized institutions and enter
prises in most countries to such an
extent that the deficits have grown
far beyond the amount that could be
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collected in taxes from the citizens.
What happens then is not the sub
ject oftoday's lecture. It is inflation,
and I shall deal with that tomorrow.
I mentioned this only because the
mixed economy must not be con
fused with the problem of interven
tionism, about which I want to talk
tonight.

What is interventionism? Inter
ventionism means that the govern
ment does not restrict its activity to
the preservation of order, or-as
people used to say a hundred years
ago-to ~~the production of security."
Interventionism means that the
government wants to do more. It
wants to interfere with market
phenomena.

If one objects and says the gov
ernment should not interfere with
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nomic science, and perhaps the single
most creative mind at work in this field
in our century.
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of the publishers. All rights reserved.

The book, Economic Policy: Thoughts
for Today and Tomorrow, also may be
purchased at $4.95 from The Founda
tion for Economic Education, Inc.,
Irvington-on-Hudson, N.Y. 10533.

business, people very often answer:
~~But the government necessarily
always interferes. If there are
policemen on the street, the gov
ernment interferes. It interferes
with a robber looting a shop or it
prevents a man from stealing a car."
But when dealing with interven
tionism, and defining what is meant
by interventionism, we are speaking
about government interference with
the market. (That the government
and the police are expected to pro
tect the citizens, which includes
businessmen, and of course their
employees, against attacks on the
part of domestic or foreign gang
sters, is in fact a normal, necessary
expectation of any government.
Such protection is not an interven
tion, for the government's only legi-
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timate function is, precisely, to pro
duce security.)

What we have in mind when we
talk about interventionism is the
government's desire to do more than
prevent assaults and fraud. Inter
ventionism means that the govern
ment not only fails to protect the
smooth functioning of the market
economy, but that it interferes with
the various market phenomena; it
interferes with prices, with wage
rates, interest rates, and profits.

The government wants to inter
fere in order to force businessmen to
conduct their affairs in a different
way than they would have chosen if
they had obeyed only the consumers.
Thus, all the measures of interven
tionism by the government are di
rected toward restricting the
supremacy of consumers. The gov
ernment wants to arrogate to itself
the power, or at least apart of the
power, which, in the free market
economy, is in the hands of the con
sumers.

Let us consider one example of
interventionism, very popular in
many countries and tried again and
again by many governments, espe
cially in times of inflation. I refer to
price control.

Governments usually resort to
price control when they have in
flated the money supply and people
have begun to complain about the
resulting rise in prices. There are
many famous historical examples of

price control methods that failed,
but I shall refer to only two of them
because, in both these cases, the
governments were really very
energetic in enforcing or trying to
enforce their price controls.

Price Controls in Ancient Rome
and during the French Revolution

The. first famous example is the
case of the Roman Emperor Diocle
tian, very well-known as the last of
those Roman emperors who perse
cuted the Christians. The Roman
emperor in the second part of the
third century had only one financial
method, and this was currency
debasement. In those primitive
ages, before the invention of the
printing press, even inflation was,
let us say, primitive. It involved
debasement of the coinage, espe
cially the silver. The government
mixed more and more copper into
the silver until the color of the silver
coins was changed and the weight
was reduced considerably. The re
sult of this coinage debasement and
the associated increase in the quan
tity of money was an increase in
prices, followed by an edict to con
trol prices. And Roman emperors
were not very mild when they en
forced a law; they did not consider
death too mild a punishment for a
man who had asked for a higher
price. They enforced price control,
but they failed to maintain the soci
ety. The result was the disintegra-
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tion of the Roman Empire and the
system of the division of labor.

Then, 1500 years later, the same
currency debasement took place
during the French Revolution. But
this time a different method was
used. The technology for producing
money was considerably improved.
It was no longer necessary for the
French to resort to debasement of
the coinage: they had the printing
press. And the printing press was
very efficient. Again, the result was
an unprecedented rise in prices. But
in the French Revolution maximum
prices were not enforced by the same
method ofcapital punishment which
the Emperor Diocletian had used.
There had also been an improve
ment in the technique of killing citi
zens. You all remember the famous
Doctor J. I. Guillotin (1738-1814),
who invented the guillotine. Despite
the guillotine the French also failed
with their laws of maximum price.
When Robespierre himself was
carted offto the guillotine the people
shouted, ~~There goes the dirty
Maximum."

I wanted to mention this, because
people often say: ~~What is needed in
order to make price control effective
and efficient is merely more brutal
ity and more energy." Now cer
tainly, Diocletian was very brutal,
and so was the French Revolution.
Nevertheless, price control mea
sures in both ages failed entirely.

Now let us analyze the reasons for

this failure. The government hears
people complain that the price of
milk has gone up. And milk is cer
tainly very important, especially for
the rising generation, for children.
Consequently, the government de
clares a maximum price for milk, a
maximum price that is lower than
the potential market price would be.
Now the government says: ~~Cer

tainly we have done everything
needed in order to make it possible
for poor parents to buy as much milk
as they need to feed their children."

But what happens? On the one
.hand, the lower price. of milk in
creases the demand for milk; people
who could not afford to buy milk at a
higher price are now able to buy it at
the lower price which the govern
ment has decreed. And on the other
hand some of the producers, those
producers of milk who are producing
at the highest cost-that is, the
marginal producers-are now suf
fering losses, because the price
which the government has decreed
is lower than their costs. This is the
important point in the market econ
omy.

Milk Production Curbed

The private entrepreneur, the
private producer, cannot take losses
in the long run. And as he cannot
take losses in milk, he restricts the
production of milk for the market.
He may sell some of his cows for the
slaughter house, or instead of milk
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he may sell some products made out
of milk, for instance sour cream,
butter or cheese.

Thus the government's interfer
ence with the price of milk will re
sult in less milk than there was
before, and at the same time there
will be a greater demand. Some peo
ple who are prepared to pay the
government-decreed price cannot
buy it. Another result will be that
anxious people will hurry to be first
at the shops. They have to wait
outside. The long lines of people
waiting at shops always appear as a
familiar phenomenon in a city in
which the government has decreed
maximum prices for commodities
that the government considers as
important. This has happened
everywhere when the price of milk
was controlled. This was always
prognosticated by economists. Of
course, only by sound economists,
and their number is not very great.

But what is the result of the gov
ernment's price control? The gov
ernment is disappointed. It wanted
to increase the satisfaction of the
milk drinkers. But actually it has
dissatisfied them. Before the gov
ernment interfered, milk was ex
pensive, but people could buy it.
Now there is only an insufficient
quantity of milk available. There
fore, the total consumption of milk
drops. The children are getting less
milk, not more. The next measure to
which the government now resorts,

is rationing. But rationing only
means that certain people are
privileged and are getting milk
while other people are not getting
any at all. Who gets milk and who
does not, of course, is always very
arbitrarily determined. One order
may determine, for example, that
children under four years old should
get milk, and that children over four
years, or between the age of four and
six should get only half the ration
which children under four years re
ceive.

Feed Prices Controlled

Whatever the government does,
the fact remains, there is only a
smaller amount of milk available.
Thus people are still more dissatis
fied than they were before. Now the
government asks the milk producers
(because the government does not
have enough imagination to find out
for itself): ttWhy do you not produce
the same amount of milk you pro
duced before?" The government gets
the answer: ((We cannot do it, since
the costs of production are higher
than the maximum price which the
government has established." Now
the government studies the costs of
the various items of production, and
it discovers one of the items is fod
der.

ttOh," says the government, ((the
same control we applied to milk we
will now apply to fodder. We will
determine a maximum price for fod-
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der, and then you will be able to feed
your cows at a lower price, at a lower
expenditure. Then everything will
be all right; you will be able to
produce more milk and you will sell
more milk."

But what happens now? The same
story repeats itself with fodder, and
as you can understand, for the same
reasons. The production of fodder
drops and the government is again
faced with a dilemma. So the gov
ernment arranges new hearings, to
find out what is wrong with fodder
production. And it gets an explana
tion from the producers of fodder
precisely like the one it got from the
milk producers. So the government
must go a step farther, since it does
not want to abandon the principle of
price control. It determines max
imum prices for producers' goods
which are necessary for the produc
tion of fodder. And the same story
happens again.

Other Products Affected

The government at the same time
starts controlling not only milk, but
also eggs, meat, and other neces
sities. And every time the govern
ment gets the same result,
everywhere the consequence is the
same. Once the government fixes a
maximurn price for consumer goods,
it has to go farther back to produc
ers' goods, and limit the prices of the
producers' goods required for the
production of the price-controlled

consumer goods. And so the gov
ernment, having started with only a
few price controls, goes farther and
farther back in the process of pro
duction, fixing maximum prices for
all kinds of producers' goods, includ
ing of course the price of labor, be
cause without wage control, the
government's ((cost control" would
be meaningless.

Moreover, the government cannot
limit its interference into the mar
ket to only those things which it
views as vital necessities, like milk,
butter, eggs, and meat. It must
necessarily include luxury goods,
because if it did not limit their
prices, capital and labor would
abandon the production of vital
necessities and would turn to pro
ducing those things which the gov
ernment considers unnecessary lux
ury goods. Thus, the isolated inter
ference with one or a few prices of
consumer goods always brings about
effects-and this is important to
realize-which are even less satis
factory than the conditions that pre
vailed before: before the government
interfered, milk and eggs were ex
pensive; after the government in
terference they began to disappear
from the market.

The government considered those
items to be so important that it
interfered; it wanted to increase the
quantity and improve the supply.
The result was the opposite: the iso
lated interference brought about a
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condition which-from the point of
view of the government-is even
more undesirable than the previous
state of affairs which the govern
ment wanted to alter. And as the
government goes farther and
farther, it will finally arrive at a
point where all prices, all wage
rates, all interest rates, in short,
everything in the whole economic
system, is determined by the gov
ernment. And this, clearly, is
socialism.

Controls After World War I

What I have told you here, this
schematic and theoretical explana
tion, is precisely what happened in
those countries which tried to en
force a maximum price control,
where governments were stubborn
enough to go step by step until they
came to the end. This happened in
the First World War, in Germany
and England.

Let us analyze the situation in
both countries. Both countries ex
perienced inflation. Prices went up,
and the two governments imposed
price controls. Starting with a few
prices, starting with only milk and
eggs, they had to go farther and
farther. The longer the war went on,
the more inflation was generated.
And after three years of war, the
Germans-systematically as always
-elaborated a great plan. They
called it the Hindenburg Plan:
everything in Germany considered to

be good by the government at that
time was named after Hindenburg.

The Hindenburg Plan meant that
the whole German economic system
should be controlled by the govern
ment: prices, wages, profits . . .
everything. And the bureaucracy im
mediately began to put this into
effect. But before they had finished,
the debacle came: the German em
pire broke down, the entire bureau
cratic apparatus disappeared, the
revolution brought its bloody
results-things came to an end.

In England they started in the
same way, but after a time, in the
spring of 1917, the United States
entered the war and supplied the
British with sufficient quantities of
everything. Therefore the road to
socialism, the road to serfdom, was
interrupted.

Hitler's Germany

Before Hitler came to power,
Chancellor Bruning again intro
duced price control in Germany for
the usual reasons. Hitler enforced it,
even before the war started. For, in
Hitler's Germany, there was no pri
vate enterprise or private initiative.
In Hitler's Germany there was a
system of socialism which differed
from the Russian system only to the
extent that the terminology and
labeIs of the free economic system
were still retained. There still
existed ~(private enterprises," as
they were called. But the owner was
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no longer an entrepreneur, the
owner was called a ((shop manager"
(Betriebsfiihrer).

The .whole of Germany was or
ganized in a hierarchy of fUhrers;
there was the Highest Fiihrer, Hit
ler of course, and then there were
fiihrers down to the many hierar
chies of smaller fiihrers. And the
head of an enterprise was the Be
triebsfuhrer. And the workers of the
enterprise were named by a word
that, in the Middle Ages, had sig
nified the retinue of a feudal lord:
the Gefolgschaft. And all of these
people had to obey the orders issued
by an institution which had a terri
bly long name: Reichsfuhrer
wirtschaftsministerium, at the head
of which was the well-known fat
man, named Goering, adorned with
jewelry and medals.

And from this body of ministers
with the long name came all the
orders to every enterprise: what to
produce, in what quantity, where to
get raw materials and what to pay
for them, to whom to sell the prod
ucts and at what prices to sell them.
The workers got the order to work in
a definite factory, and they received
wages which the government de
creed. The whole economic system
was now regulated in every detail by
the government.

The Betriebsfuhrer did not have
the right to take the profits for him
self; he received what amounted to a
salary, and if he wanted to get more

he would, for example, say: ((I am
very sick, I need an operation im
mediately, and the operation will
cost 500 Marks," then he had to ask
the fiihrer of the district (the
Gaufuhrer or Gauleiter) whether he
had the right to take out more than
the salary which was given to him.
The prices were no longer prices, the
wages were no longer wages, they
were all quantitative terms in a sys
tem of socialism.

Now let me tell you how that
system broke down. One day, after
years of fighting, the foreign armies
arrived in Germany. They tried to
preserve this government-directed
economic system, but the brutality
of Hitler would have been necessary
to preserve it and, without this, it
did not work.

Britain in World War II

And while this was going on in
Germany, Great Britain-during
the Second World War-did pre
cisely what Germany did: starting
with the price control of some com
modities only, the British govern
ment began step by step (in the
same way Hitler had done in peace
time, even before the start of the
war) to control more and more of the
economy until, by the time the war
ended, they had reached something
that was almost pure socialism.

Great Britain was not brought to
socialism by the Labour government
which was established in 1945.
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Great Britain became socialist dur
ing the war, through the govern
ment of which Sir Winston
Churchill was the prime minister.
The Labour government simply re
tained the system of socialism which
the government of Sir Winston
Churchill had already introduced.
And this in spite of great resistance
by the people.

The nationalizations in Great Bri
tain did not mean very much; the
nationalization of the Bank of Eng
land was merely nominal, because
the Bank of England was already
under the complete control of the
government. And it was the same
with the nationalization of the rail
roads and the steel industry. The
((war socialism," as it was called
meaning the system of interven
tionism proceeding step by step
had already virtually nationalized
the system.

The difference between the Ger
man and British systems was not
important since the people who op
erated them had been appointed by
the government and in both cases
they had to obey the government's
orders in every respect. As I said
before, the system of the German
Nazis retained the labels and terms
of the capitalistic free market econ
0my. But they meant something
very different: there were now only
governmental decrees.

This was also true for the British
system. When the Conservative

party in Britain was returned to
power, some of those controls were
removed. In Great Britain we now
have attempts from one side to re
tain controls and from the other side
to abolish them. (But one must not
forget that, in England, conditions
are very different from conditions in
Russia.) The same is true for other
countries which depend on the im
portation of food and raw materials
and therefore have to export man
ufactured goods. For countries de
pending heavily on export trade, a
system of government control sim
ply does not work.

Thus, as far as there is economic
freedom left (and there is still sub
stantial freedom in some countries,
such as Norway, England, Sweden),
it exists because of the necessity to
retain export trade. Earlier, I chose
the example of milk, not because I
have a special preference for milk,
but because practically all govern
ments-or most of them-in recent
decades, have regulated milk, egg or
butter prices.

Rent Control

I want to refer, in a few words, to
another example, and that is rent
control. If the government controls
rents, one result is that people who
would otherwise have moved from
bigger apartments to smaller ones
when their family conditions
changed, will no longer do so. For
example, consider parents whose
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children left home when they came
into their twentie&, married or went
into other cities to work. Such
parents used to change their apart
ments and take smaller and cheaper
ones. This necessity disappeared
when rent controls were imposed.

In Vienna, Austria, in the early
twenties, where rent control was
well-established, the amount. of
money that the landlord received for
an average apartment under rent
control was not more than twice the
price of a ticket for a ride on the
city-owned street cars. You can
imagine that people did not have
any incentive to change their apart
ments. And, on the other hand,
there was no construction of new
houses. Similar conditions prevailed
in the United States after the Sec
ond World War and are continuing
in many cities to this day.

One of the main reasons why
many cities in the United States are
in such great financial difficulty is
that they have rent control and a
resulting shortage ofhousing. So the
government has spent billions for
the building of new houses. But why
was there such a housing shortage?
The housing shortage developed for
the same reasons that brought milk
shortages when there was milk price
control. That means: when the gov
ernment interferes with the market,
it is more and more driven towards
socialism.

And this is the answer to those

people who say: ((We are not
socialists, we do not want the gov
ernment to control everything. We
realize this is bad. But why should
not the government interfere a little
bit with the market? Why shouldn't
the government do away with'some
things which we do not like?"

These people talk of a ttmiddle-of
the-road" policy. What they do not
see is that the isolated interference,
which means the interference with
only one small part of the economic
system, brings about a situation
which the government itself-and
the people who are asking for gov
ernment interference-find worse
than the conditions they wanted to
abolish: the people who are asking
for rent control are very angry when
they discover there is a shortage of
apartments and a shortage of hous
ing.

But this shortage of housing was
created precisely by government in
terference, by the establishment of
rents below the level people would
have had to pay in a free market.

There Is No Third System

The idea that there is a third
system-between socialism and cap
italism, as its supporters say-a sys
tem as far away from socialism as it
is from capitalism but retains the
advantages and avoids the disad
vantages of each-is pure nonsense.
People who believe there is such a
mythical system can become really
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poetic when they praise the glories
of interventionism. One can only say
they are mistaken. The government
interference which they praise
brings about conditions which they
themselves do not like.

One of the problems I will deal
with later is protectionism. The gov
ernment tries to isolate the domestic
market from the world market. It
introduces tariffs which raise the
domestic price of a commodity above
the world market price, making it
possible for domestic producers to
form cartels. The government then
attacks the cartels, declaring:
~~Under these conditions, anti-cartel
legislation is necessary."

This is precisely the situation
with most of the European govern
ments. In the United States, there
are yet other reasons for antitrust
legislation and the government's
campaign against the specter of
monopoly.

It is absurd to see the government
-which creates by its own interven
tion the conditions making possible
the emergence of domestic cartels
point its finger at business, saying:
~~There are cartels, therefore gov
ernment interference with business
is necessary." It would be much
simpler to avoid cartels by ending
the government's interference with
the market-an interference which
makes these cartels possible.

The idea of government interfer
ence as a «solution" to economic

problems leads, in every country, to
conditions which, at the least, are
very unsatisfactory and often quite
chaotic. If the government does not
stop in time, it will bring on
socialism.

Nevertheless, government inter
ference with business is still very
popular. As soon as someone does
not like something that happens in
the world, he says: (~The government
ought to do something about it.
What do we have a government for?
The government should do it." And
this is a characteristic remnant of
thought from past ages, of ages pre
ceding modern freedom, modern
constitutional government, before
representative government or mod
ern republicanism.

Omnipotent Government

For centuries there was the
doctrine-maintained and accepted
by everyone-that a king, an
anointed king, was the messenger of
God; he had more wisdom than his
subjects, and he had supernatural
powers. As recently as the begin
ning of the nineteenth century, Peo
ple suffering from certain diseases
expected to be cured by the royal
touch, by the hand of the king. Doc
tors were usually better; neverthe
less, they had their patients try the
king.

This doctrine of the superiority of
a paternal government, of the
supernatural and superhuman pow-
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ers of the hereditary kings gradu
ally disappeared-or at least we
thought so. But it came back again.
There was a German professor
named Werner Sombart (I knew him
very well), who was known the
world over, who was an honorary
doctor of many universities and an
honorary member of the American
Economic Association. That profes
sor wrote a book, which is available
in an English translation, published
by the Princeton University Press.
It is available also in a French
translation, and probably also in
Spanish-at least I hope it is avail
able, because then you can check
what I am saying. In this book pub
lished in our century, not in the
Dark Ages, ~~Sir" Werner Sombart, a
professor of economics, simply says:
~~The Fuhrer, our Fuhrer"- he
means, of course, Hitler-~~gets his
orders directly from God, the Fuhrer
of the Universe."

I spoke of this hierarchy of the
fuhrers earlier, and in this hier
archy, I mentioned Hitler as the
~~Supreme Fuhrer" . . . But there
is, according to Werner Somhart, a
still higher Fuhrer, God, the Fuhrer
of the universe. And God, he wrote,
gives His orders directly to Hitler.
Of course, Professor Sombart said
very modestly: ~~We do not know
how God communicates with the
Fuhrer. But the fact cannot be de
nied."

Now, if you hear that such a book
can be published in the German
language, the language of a nation
which was once hailed as ~~the na
tion of philosophers and poets," and
if you see it translated into English
and French, then you will not he
astonished at the fact that even a
little bureaucrat considers himself
wiser and better than the citizens
and wants to interfere with every
thing, even though he is only a poor
little bureaucrat, and not the fa
mous Professor Werner Sombart,
honorary member of everything.

A Remedy?

Is there a remedy against such
happenings? I would say, yes, there
is a remedy. And this remedy is the
power of the citizens; they have to
prevent the establishment of such
an autocratic regime that arrogates
to itself a higher wisdom than that
of the average citizen. This is the
fundamental difference between
freedom and serfdom.

The socialist nations have arro
gated to themselves the term
democracy. The Russians call their
own system a People's Democracy;
they probably maintain that the
people are represented in the person
of the dictator. I think that one dic
tator, here in Argentina, was given
a good answer. Let us hope that all
other dictators, in other nations, will
be accorded a similar response. i



John C. Sparks

Who Shall Carry My Load?
THE FREE MARKET seems to be gaining economic and political favor. But if
this is to be more than a passing fad, the full implications of the term must
be clearly grasped.

Those who will learn to understand the workings of a free market will
find that it can exist to its fullest material advantage only in a society of
individual independence and responsibility. A deeper penetration of the
subject also brings recognition that any infringement of independent
decision-making is not only unproductive ina material sense but is also
immoral. It is immoral to place the load one is responsible for on the back of
another without his willing consent.

Contrasting pictures emerge. One is an unfree, governmental
interference type of society. This is a society where each is required by
government to carryon his back the load of all others-an awkward,
nonproductive and painful way to function. Particularly is it nonproductive
when those who are able and willing to produce the most in goods and
services for themselves and for others are allotted the heaviest burdens, thus
restricting their efforts.

On the other hand, a free market society is one in which each is solely
responsible for his own load. Only insofar as his own judgment and
conscience dictates does he share the burden of another. Unhampered, he
finds that his expanded production can benefit himself only as it benefits
others-a mighty important, but key difference-since his personal con
sumption is very minimal compared with the improved quality of life his
production brings to all others.

In selecting which society I prefer, I may well ask, ~~Who shall carry my
load?"

When measured by the most productivity for the benefit of all, the answer
must be that of a free market society-no one, but me!

When measured by the moral principle of assuming my own responsibil
ity, the answer must be that of a free market society-no one, but me!

Both demand that I carry my own load. To start, let me remove from
others any of the burden of my responsibility now carried by them. ®

Mr. Sparks Is an executive of an Ohio manufacturing company.
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Melvin. D. Barger

CRIME:
THE UNSOLVED
PROBLEM
WHAT causes crime? Why do some
individuals possess tendencies
which lead them to commit acts of
violence and predation: robberies,
assaults, rape, and other felonies?
What sets the habitual or occasional
criminal apart from the mainstream
of society? More important, what
can be done to ~~change" criminals
into productive, law-abiding citi
zens?

The theory that has partly gov
erned public policy for many years is
that crime is caused by an unjust
society. A most eloquent spokesman
for this point of view was Ramsey
Clark, who served as assistant at
torney general in the Kennedy Ad
ministration and attorney general
in the Johnson Administration.
Here's how Clark described the
crime problem in his well-known
1970 book, Crime in America:

Mr. Barger Is a corporate public relations executive
and writer In Toledo, Ohio.
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If we are to deal meaningfully with
crime, what must be seen is the de
humanizing effect on the individual of
slums, racism, ignorance and violence, of
corruption and impotence to fulfill
rights, of poverty and unemployment
and idleness, of generations of malnutri
tion, of congenital brain damage and
prenatal neglect, of sickness and disease,
of pollution, of decrepit, dirty, ugly, un
safe, overcrowded housing, of alcoholism
and narcotics addiction, of avarice, anxi
ety, fear, hatred, hopelessness and injus
tice. These are the fountainheads of
crime. They can be controlled. As impre
cise, distorted and prejudiced as our
learning is, these sources of crime and
their controllability clearly emerge to
any who would see. l

And how would such conditions be
changed? In that same volume,
Clark explains that it's a ~~matter of
will." If society becomes willing, the
conditions that cause crime can be
changed, and then crime will be
greatly reduced.

INew York: Simon and Schuster.
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Clark's theory has a plausible
sound and anybody who visits a
large state prison will find scores of
inmates from deprived backgrounds.
Some of them are not really crimi
nals in the true sense of the word;
they are simply badly adjusted and
disturbed people who need to be in
stitutionalized. There are others
with personal problems which got
them into trouble.

But if a visitor searches out the
professional criminals-both in
prison and out-he may find that
the theory doesn't hold up at all.
There are men, and some women,
who have numerous advantages in
their lives and yet they seem to
become criminals by deliberate
choice.

For example, neither John Dil
linger nor the notorious Alvin Kar
pis really were deprived as young
sters, nor were they getting revenge
on an unjust society. The fact is, the
criminal life simply gave them
power, excitement, and recognition
that they couldn't have found in
most straight professions. Far from
being driven to crime by necessity
and despair, both men had fierce
appetites for the danger and re
wards of their lawlessness. It is even
possible that John Dillinger would
have considered his short life well
spent, for his crimes brought him a
dubious fame that he couldn't have
achieved in any other way. Even
Karpis, who spent more than 32

years in Federal 'prisons for his
crimes, did not seem to regret his
choice of a criminal ca.reer. Indeed,
his personal story published after
his release in 1969 carried few re
grets and tended to glorify and de
fend his criminal career.2

In the introduction to that same
book, a quotation from Ben Hecht
sheds some light on the nature ofthe
criminal mind. Hecht had been
working on a biography of Mickey
Cohen, and this portion was later
published:
(Wrote Hecht): I have been talking to
Mickey Cohen for a number of years and
mingling with his underworld entour
age. Out of my contacts has come what I
think may be a major piece of an
thropological lore. The criminal has no
hates or fears-except very personal
ones. He is possibly the only human left
in the world who looks lovingly on soci
ety. He does not hanker to fight it, re
form it or even rationalize it. He wants
only to rob· it. He admires it as a hungry
man might admire a roast pig with an
apple in its mouth.

I was pleased to find this out, for I have
read much to the contrary. Society does
not, as sociologists and other tony intel
lectuals maintain, create the criminal.
Bad housing, bad companions, bad gov
ernment, etc., have little to do with why
there are killers, robbers and outlaws.
The criminal has no relation to society to
speak of. He is part of man's soul, not his
institutions. He is an old one. A

2Alvin Karpis, The Alvin Karpis Story (New
York: Coward-McCann & Geoghegan, Inc.,
1971).
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thousand preachers, summer boy's
camps, plus a congress of psychiatrists
can barely dent even a minor criminal.
As for the major criminal, he cannot be
touched at all by society because he op
erates on a different time level. He is the
presocial part of us-the ape that
spurned the collar . . .

The criminal at the time of his law
lessness is one of the few happy or con
tented men to be found among us ...

Alvin Karpis certainly was that
kind of criminal. In his biography,
he discussed the few times he had
accepted regular employment in the
straight world. To Karpis, such a life
was boring and pointless, and he
quickly abandoned it for the lure of
crime. He considered himself a pro
fessional thief, and he took consid
erable pride in his competence and
in his standing among other
gangsters. If he suffered any re
morse for his crimes or saw any
thing evil in the robberies or kid
nappings he carried out, it was not
evident in his autobiography. In
reading it, one almost has the feel
ing that Karpis would have selected
such a life again if he could have
returned to his youth and had
choices to make.

Not all criminals have been as
open as Karpis about the attractions
of a criminal career. In any prison, it
is always possible to find convicts
who seem to have changed and who
have shown appropriate responses
to counseling and other supposedly
rehabilitative programs. Some of

them, of course, are sincere people
who really have changed. Other
convicts, however, are usually cyni
cal about the motives of their fellow
inmates. Quite often, the ~~rehabili

tated" inmate is really only a per
ceptive and cunning person who
produces the responses that coun
selors and prison authorities are
seeking.

This is not to say that brutal pris
ons are good institutions for society
or that one should abandon hope in
possible methods of rehabilitation.
We should admit, however, that
crime is a lot like cancer. We may
know more about it than we did in
former days and we may have some
criminals who have dramatically
changed for the better. Still, both
crime and cancer are unsolved prob
lems and nobody has answers that
promise wholesale improvements in
crime statistics.

Self-Responsibility

One recent development is that
some thoughtful people are begin
ning to question the belief that the
criminal is simply the victim of bad
social conditions. They are taking
another look at the problem and are
concluding that the criminal is,
after all, responsible for his be
havior. This was the conclusion of a
psychiatrist, the late Dr. Samuel
Yochelson, who with a clinical
psychologist named Stanton
Samenow studied 252 male hard-
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core criminals. They also inter
viewed people connected with the
criminals, including prison and pro
bation officials, families, girl
friends, employers, and associates.

Yochelson and Samenow eventu
ally made a basic assumption that
flew in the face of popular theory
about the roots of crime. This as
sumption was: The criminal can and
does choose his way of life freely in
his quest for power, control and ex
citement. Moreover, he can choose to
change if he musters courage or will
to endure the consequences of re
sponsible choices. 3

This assumption was surprisingly
close to Ben Hecht's thoughts after
spending time with Mickey Cohen
and his underworld friends. The
criminal, like the rest of us, pos
sesses a human will and is capable of
making choices. Every human being
is controlled by the fact that choices
may lead to unpleasant or unwanted
consequences. For many of us, it is
often necessary to make hard or dif
ficult choices because we want to
avoid certain consequences. For
example, many people choose to plod
away at boring, unsatisfying jobs
simply because they need to make a
living and do not want to live in
destitution or dependency. Most
people, in fact, do not manage to find
a great deal of power, control, or
excitement.

aSee uThe Criminal Mind: A Startling New
Look," The Reader's Digest, May 1978.

It's true that most criminals may
not completely understand their
own motivations. However, this too
is changing. Yochelson and
Samenow started a therapeutic pro
gram aimed at helping criminals
understand themselves and volun
tarily change their thought patterns
and actions. The program was un
apologetically moralistic and was
aimed at helping criminals change
into responsible citizens. They had
promising success with a small
group of persons who were willing to
change. In the process, they also
discovered that a criminal who
comes to the program has CCto wean
himself from the high-voltage jolts
he got out of crime to a steady cur
rent of satisfaction from self-respect
and responsible living." This process
may even produce withdrawal pains
similar to those experienced by a
recovering drug addict!

Helping the Individual
To Help Himself

While the work of Yochelson and
Samenow is still controversial
among professionals in the mental
health and psychiatric fields, it is
likely to attract other disciples who
have become disillusioned with the
conventional deterministic theories
about criminal behavior. Their find
ings also are consistent with the
results obtained by self-help and re
ligious groups which have worked
with criminals. Prison inmates have
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been helped by voluntary efforts
such as Alcoholics Anonymous and
the Dale Carnegie speech training
program. The significant element in
these programs is that of personal
responsibility. The individual is
guided to understand himself and to
take voluntary steps to change his
own thoughts and behavior.

At this point, none of these pro
grams have helped more than a
small percentage of the criminal
population. Crime is still an un
solved problem, and nobody has
found ways ofchanging the majority
of criminals. From time to time, the
nation's prisons come under attack
for their failure to rehabilitate crim
inals; some of these institutions also
are rightly criticized for their bru
tality and bestial living conditions.
However, there is nothing about the
prison system that should logically
lead to recovery or rehabilitation of
criminals. Prisons are state or
Federally-run institutions with bu
reaucratic managements which are
forced to respond to political pres
sures. The primary purpose of a
prison is custody and in any conflict
between that purpose and rehabili
tation' custody always wins.

And until rehabilitation measures
can produce a better record of re
sults, custody will continue to be
society's principal way of dealing
with criminals. Maintaining a
prison is expensive and difficult, but
there is a grim logic in the concept of

custody. John Dillinger held up no
banks while he was in prison at
Michigan City, Indiana, and Alvin
Karpis neither robbed nor kidnapped
anybody after he landed in AI
catraz. There is also a strong feeling
in society that violators should be
punished. Even Jonathan Kwitny, a
knowledgeable and seasoned report
er who writes on crime subjects for
The Wall Street Journal, has stated
that the main problem with crimi
nal justice now is that the system
doesn't punish violators-organized
or unorganized-after they are con
victed.4

Punishment as Deterrent

Perhaps another arrangement in
favor of strong custodial measures
and swift punishments is to deter
others who may be weighing the
possible advantages of a criminal
life. Whether it works this way or
not, the public apparently believes
that it does and supports the main
tenance of prison systems.

But there is no reason why self
help programs cannot be offered
even in maximum security prisons.
And while no self-help program has
produced spectacular results in
helping criminals change their
lives, some of the individual
changes have been dramatic. The
present author knows several per-

"See Jonathan Kwitny, "Ford Foundation
Mulls Crime Fight," The Wall Street Journal,
November 18,1976.
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sons whose lives were completely
transformed in prison by accepting
certain new ideas about themselves
and society. One man made such a
complete change that he was later
named to head a prison camp in
another state. Another person who
once had been associated with the
Detroit underworld become so com
pletely rehabilitated that he was
named deputy sheriff of the county
where he lived (legally possible for
felons if they receive a complete
pardon). Still another person had
been considered institutionalized;
that is, he was believed to be in
capable of functioning in society.
However, he eventually met all the
conditions of a parole and has lived
an exemplary life for more than ten
years.

Three greatly changed individ
uals would not be very interesting to
the people who compile statistics
about crime and criminals. Out of
1,000 men, for example, these per
sons would be only .3 per cent of the
total number. In their lives, however,
the changes were 100 per cent. They
changed completely from persons
who had been irresponsible crimi
nals to citizens who could live in
peace with themselves and other
people in society. How were they
able to do it?

All of them reached a point of
becoming dissatisfied with their
past lives and desired change.
Moreover, they realized that the old

ways were wrong and that they had
harmed other people. They also ac
cepted full responsibility for their
own actions. While they knew that
they had been driven by wrong im
pulses and feelings, they did not
place responsibility outside of them
selves. Then they accepted new
ideas and beliefs which resulted in
change. They seemed to become dif
ferent persons, and in a way they
were. They thought differently, they
felt differently, and they acted dif
ferently.

Probably none of these men had
ever heard of Yochelson and
Samenow. Yet they proved the
Yochelson/Samenow thesis: The
criminal chooses his way of life and
can change it if he musters the cour
age or will to do so.

No Miracles Promised

It would be misleading and
thoughtless to say that every crimi
nal can be changed by the sparse
self-help programs now available in
state and Federal prisons. After all,
few people in free society make
dramatic behavioral changes, so
why should criminals be any differ
ent from the normal population?
Crime is an unsolved problem, but it
is not the only unsolved problem.

It also is wrong to say that indi
viduals can be expected to change
their lives without help or assis
tance from others. Actually, all ofus
are part of society and we owe many
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ofour best ideas and beliefs to others
who have helped us, patiently in
structed us, and guided us. There is
no such thing as a good society with
out a great deal of human coopera
tion and voluntary problem-solving.

But this is not the same as saying
that society is responsible for our
condition or that the proper way to
change people is to impose, by coer
cive means, a certain form oforgani
zation on society. The fact is, it
works the other way around. People
think and act in certain ways, and
society becomes a mirror of their
beliefs and actions. Criminals are
sometimes called the victims of an
unjust society. But criminals, like
the rest of us, help make society
what it is. In fact, the criminal helps
destroy the very society that is
blamed for his ills.

In dealing with crime and crimi
nals' we still have no answers that
promise broad, sweeping changes.
We should, however, be very skepti
cal of any proposals for fighting
crime that do not take into account
the individual will and motivations
of each person who is or might be
come a criminal. James Q. Wilson, a
Harvard professor who has served
on crime and drug commissions,
makes an important statement
about the general problem of crime
in closing his book, Thinking About
Crime:
... some persons will shun crime even if
we do nothing to deter them, while

others will seek it out even if we do
everything to reform them. Wicked peo
ple exist. Nothing avails except to set
them apart from innocent people. And
many people, neither wicked nor inno
cent, but watchful, dissembling, and cal
culating of their opportunities, ponder
our reaction to wickedness as a cue to
what they might profitably do. We have
trifled with the wicked, made sport ofthe
innocent, and encouraged the cal
culators. Justice suffers, and so do we
all. S

The professor seems to be saying
that we should be very humble about
our knowledge of crime and its
causes. He does say that we still
.should make distinctions between
innocence and wickedness. There
are criminals whose actions need to
be taken seriously, and who should
be locked up in order to protect the
innocent. The innocent person
should not have to take the rap for
the criminal's actions.

One of the crucial questions in
thinking about crime is whether or
not the criminal is capable of mak
ing conscious choices that govern his
actions. If he is incapable of making
such choices, he should be adjudged
insane and dealt with accordingly. If
he is capable of choosing right or
wrong behavior, then he also can
choose a new way of life. Few crimi
nals do make such choices. Perhaps
that's why crime still is the great
unsolved problem. ®

5James Q. Wilson (New York: Basic Books,
1975), p. 209.



Hal Watkins

Faith
Integrity

and
Shame

WHATEVER happened to shame? We
have lived long enough to see people
from all sectors of the population
line up at the government trough to
beg for tax dollars from the hands of
self-serving politicians at all levels
of ((public service." And they do it
without shame! If you are not get
ting yours from some governmental
bureau or agency, there are other
agencies established to help you find
a law or clause or loophole to open
the cornucopia of limitless ((bread"
looted from the hapless taxpayers
and funnel it right into your pocket.

In the little town where I live in
rural America one of the forward
looking citizens came up .with the
idea of sprucing up Main
Street, through which a lot of

The Reverend Mr. Watkins edits and publishes The
Printed Preacher, a monthly gospel message,
303 North Third, Dayton, Washington 99328.

tourists pass during a year. Busi
nesses were called upon to voluntar
ily fix up the fronts of their build
ings with needed repairs and paint,
soap and water. The idea caught on
and people began to sign up as par
ticipants. But, not more than two
weeks passed when one ofthe social
ist-minded localites discovered a
federal bureau that is programmed
to dispense funds for just such en
terprises. Now several of the
businessmen have decided to wait
until the paper work for the antici
pated largess has been cleared. This
is only one example of many pipe
lines for tax dollars into our com
munity, and it is typical ofhundreds
of thousands of raids on the
treasury-without shame!

About 2500 years ago there lived
a man named Ezra. Like a mis
placed Vietnamese, he was an exile

105



106 THE FREEMAN February

from his homeland, and he organized
a pilgrimage of his People to return to
the land from which they had been
led away captive. Being a man of
faith he said, nI proclaimed a fast, so
that we humble ourselves before our
God and ask him for a safe journey
for us and our children, with all our
possessions." If Ezra had been our
contemporary instead of occupying
such a remote slot in history he
would have found bureaucrats
standing in line with financial aid,
trucks, buses, ships, planes or what
ever he might think he needed. In
those days, as you can well imagine,
the state patrol was not cruising the
freeway at the beck and call of dis
tressed pilgrims. They had to
traverse hostile country to arrive at
Jerusalem, their destination. There
was some safety in numbers, of
course, but without an organized
army they were in jeopardy, espe
cially in view of the large quantities
of gold and silver they were trans
porting.

Temptation Resisted

Ezra resisted what must have
been a strong temptation to ask for a
detachment of military support and
protection. nI was ashamed to ask
the king for soldiers and horsemen
to protect us from enemies on the
road, because we had told the king,
(The good hand of our God is on
everyone who looks to him, but his
anger is against all who forsake

him.' So we petitioned our God about
this and he answered our prayer"
(Ezra 8:21-23).

All the peoples of that day were
religious; most of them, including
the Babylonians, the Medes and the
Persians, worshiped idols. Even Ar
taxerxes, king of Persia, bowed to
man-made gods and consulted as
trologers in order to communicate
with the metaphysical realm. But
Ezra and his people worshiped a God
who could not be seen with the phys
ical eye, and for this reason they
were at times called atheists by the
idol worshipers.

Ezra claimed his God was the only
real one and that all the rest were
phony, and now he was going to get
a chance to nput your money where
your mouth is." It was, then, with
some fear and trembling that he led
his people back to the land from
which they had been exiled for 70
years. Having bragged about the
faithfulness and power of Jehovah,
he was ashamed to ask help from a
heathen king, the most powerful in
the world at that time.

Obviously, Ezra was a man of
faith and integrity. He trusted God
and prayed to him because he be
lieved in him. The testimony of his
forefathers and the prophets had
impressed him so deeply that he was
still a believer, even though he and
his people were exiled captives in
the hands of a heathen king.
Furthermore, he was honest enough
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to admit that he couldn't have it
both ways. Either he would walk by
faith all the way, or he would admit
his God was not worthy of trust.

Ezra, come on back; we need you.
Most of the ~~Christians"of our day
pay lip service to God, but they peti
tion the Government for just about
every material thing. And they do it
without shame. They ask for com
modity foods, food stamps, tax
breaks for churches and other non
profit organizations. They go to gov
ernment agencies for welfare, medi
care, pensions, and so on. We have
arrived at the point in time where
the people ofthis nation whose coins
bear the inscription, HIn God we
Trust," have turned their backs on
God and their faces to Government.
The Government even publishes a
virtual library of books detailing
how every citizen may petition Big
G for help of all kinds. Big G will tell
you how to raise bees, make char
coal, buy a car, insulate your house
(and pay you to do it!), save gas,
raise a garden and can its produce,
on and on. You may even subscribe
to publications that tell you how to
get more money out of your
Government.

Government or God?

We as a people have petitioned
our Government so long (nearly 50
years) it is really mockery to talk
about our ((faith in God." As
Government has grown in power

and has come to dominate every
facet of our lives, God has di
minished in the hearts and minds of
each of us. We can't serve God and
Government in the same way at the
same time.

The sense of shame Ezra felt at
the mere thought of petitioning the
government of his time is what we
need in Americans today, but shame
is almost totally non-existent among
us. In fact, the converse is true;
millions of our people tend to think
first of the Government whenever
any need arises. ((There must be
some agency to dispense the funds
we need for this project!" What are
you planning to do? Build a bridge?
Educate your child? Insulate your
house? Pave your streets? Kill your
mosquitoes? Vaccinate your hogs?
The Government can do it for you!
PTL (praise the Leader).

The conviction is growing in my
heart that until Americans lose
faith in ~(Almighty Government"
and turn back to Almighty God,
there is no hope for the survival of
this republic. Faith in Government
as the all-powerful one to whom all
should pray is rank humanism, and
the epitome of it is found in Soviet
Russia, the ((Peoples" Republic of
China, and all the ~tpeoples repub
lics" of the world. Their ~~hearts be
long to Daddy," ((Big Daddy Gov
ernment," and their minds are being
conditioned to send all petitions in
that direction. They become slaves,
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mind and body. They are schooled in
scarcity and can only dream for
fleeting moments of the abundant
life that Jesus came to give us. As
we turn all our responsibilities over
to Government.we develop a scarcity
of everything but bureaucrats, who
sit around like vultures grabbing
whatever else we are allowed to pro
duce. The next step, of course, is
rationing.

Why are we in this sorry mess?
Someone has rightly said we get the
kind of government we deserve. Un
less we can have a resurgence of
men like Ezra, there will be no
change for the better. We need a
restoration of faith and integrity.
We need to re-educate the con
science of the American people to
the place where they can again ex
perience shame instead of blatantly
asking Government to rip off their
neighbors on their behalf at the

Faith and Freedom

point of a gun. Queuing up at the
Government pipeline is legalized
stealing, regardless of the
euphemistic title given it by the
G-men. Federal aid is a transfusion
from one arm to the other-through
a leaky tube. Those who ask for it
because it is legal are still immoral,
and it should be stressed that legal
ity and morality are not synony
mous.

Because of Ezra's faith and integ
rity he became involved in a tre
mendous reconstruction project. If
it's not too late, we too can become
involved in the restoration of a
glorious republic composed of re
sponsible, free men and women who
will be ashamed to petition the Gov
ernment for any kind of financial
help. But it takes faith and integrity
now as much as it did 2500 years
a~. @

IDEAS ON

LIBERTY

BEFORE we attempt to lead other nations toward peace, we first must
reaffirm our own faith in the moral and spiritual principles of Chris
tianity, so that we shall be strong enough to resist the invasion of
Communism and other alien influences. Individually and nationally, we
must cleanse our minds of all dishonest thinking. We must strive
constantly for honesty in government, in politics, in business, and in our
private lives. We must rededicate ourselves to the service of God, and be
ready at all times to give a reason for the faith that is in us.

J. HOWARD PEW, from
Faith and Freedom, a biography

compiled by Mary Sennholz



Clarence B. Carson

An Ideology
for Unions

LABOR· UNIONS had rough sledding
for most of the nineteenth cen
tury. Most of them were short-lived
organizations. During periods of in
flation and industrial expansion,
such as the late 1820s and early
1830s, the number of unions in
creased; they gained in strength and
numbers. But they tended to lose
their following and disintegrate dur
ing periods of deflation and indus
trial contraction.! Until well into
the 1880s, at the earliest, labor
unions were hardly a fixture in the
United States. Here and there, and
in a few industries, they had a slight
hold.

Dr. Carson has written and taught extensively,
specializing In American Intellectual history. His
recent series, World in the Grip 0' an Idea, Is now
available as a book (as advertised on page 119
of this I..ue).

The most obvious explanation is
also the correct one, so far as it goes.
Unions found it difficult, if not im
possible, to survive competition
from unorganized workers in an in
dustrial contraction. When jobs
were scarce and workers plentiful,
union members dropped out, either
because they were unemployed or in
order to obtain employment, and
employers would not treat with the
unions. In like manner, any great
surge of immigrants into United
States, such as occurred during the
potato famine in Ireland in the
1840s, compounded the difficulties
of unions. Since they can only suc
ceed by reducing the supply of labor
available to an employer, their
chances of succeeding were greatly
diminished when the supply was
plentiful.
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The supply of labor was not the
only obstacle to unionization, how
ever. Indeed, it was the main reason
for being of unions, and only an
obstacle when they were unable to
deny employment to the unor
ganized. The fundamental obstacles
to unionization lay deeper than that
in nineteenth century America.
Unions had no socially or legally
acceptable object for their mainac
tivities.

The Legality of Combinations

Let us consider the narrow legal
question first, since it can be dealt
with most readily. That men may
associate together for voluntarily
entered into lawful purposes was not
seriously challenged in the history
of the United States. (I except slaves
and slavery from the issue, for that
confuses rather than clarifies the
matter.) What was questioned was
that men might combine so as to set
conditions of employment and
exclude others from employment.
Such combinations were frequently
held to be conspiracies in the early
years of the Republic, and therefore
unlawful. In Commonwealth v. Pul
lis, for example, the Philadelphia
Cordwainers, a union of shoe
makers, were brought to trial in
1806. ((The indictment included
charges that association members
conspired to raise wages, refused to
work for an employer who paid less
than a fixed rate, and prevented

workers who were not members of
the association from being hired."2
The members of the union were
found guilty and fined.

In The People v. Fisher a New
York court isolated and addressed
the specific issue ofwhether or not it
was lawful to combine in order to
exclude non-members of the union
from employment. The decision was
rendered in 1835. The court sub
structured its argument with the
common law rulings and legislative
position on combinations in re
straint of trade. It then proceeded to
the issue:

... The man who owns an article of
trade or commerce is not obliged to sell it
for any particular price, nor is the
mechanic obliged to labor for any par
ticular price. He may say that he will not
make coarse boots for less than one dol
lar per pair, but he has no right to say
that no other mechanic shall make them
for less. The cloth merchant may say that
he will not sell his goods for less than so
much per yard, but has no right to say
that any other merchant shall not sell for
a less price. If one individual does not
possess such a right over the conduct of
another, no number of individuals can
possess such a right. All combinations
therefore to effect such an object are
injurious, not only to the individual par
ticularly oppressed, but to the public at
large....3

The above ruling was based most
specifically on an act of the legisla
ture of New York. Thus, it declared
the act of combination was itself
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illegal when the object was to
exclude non-members from employ
ment. The common law was not
usually interpreted as being quite
so restrictive. Thus, Chief Justice
Shaw gave it as his opinion in
1842 in Commonwealth (of Mas
sachusetts) v. Hunt that combina
tions as such were not illegal. This
has been hailed as a landmark deci
sion by many historians. It was not a
landmark in the sense that it ac
knowledged the right of men to as
sociate to take legal action. That
had been granted all along. The pros
ecuting attorney in Commonwealth
v. Pullis had granted this right read
ily. He said: ~~The defendants formed
a society the object of which was ...
What? That they should not be ob
liged to work for wages which they
did not think a reasonable compen
sation? No: If that was the sole ob
ject of the society, I approve it....
No man is to work without a reason
able compensation; they may legally
and properly associate for that pur
pose...."4 It was, as he went on to
point out, their use of compulsion to
which he objected and about which
the suit was being prosecuted.

Means and Ends

The opinion given by Chief Jus
tice Shaw in support of the decision
in Commonwealth v. Hunt did
muddy the waters. He held that an
association might be legal even
though it may adopt ~~measures that

may have a tendency to impoverish
another, that is, to diminish his
gains and profits, and yet so far from
being criminal or unlawful, the ob
ject may be highly meritorious and
public spirited."5 It all depended, he
said, on the means employed to ac
complish the object. For any courts
inclined to follow in the steps of his
opinion, he did open the way to con
sideration of the object of a labor
union. More, he opened the way for
ignoring the harm that might be
done to non-members-such as loss
ofjob, unemployment, the closing of
businesses-if the end being sought
was a worthy one. However, courts
were decades away from generally
accepting as evidence all the
sociological data that such consider
ations entailed. \

More important, the main thrust
of American society for most of the
nineteenth century was profoundly
individualist. Unionism requires a
collectivist framework within which
to work. The thrust of the American
Revolution was in the direction of
removing special privileges and
legal supports from groups and or
ganizations. The disestablishment
of churches is an important case in
point. Most of the colonies had an
established church, or accorded spe
cial privileges to those of particular
denominations. In most of the new
states both privileges and restric
tions were struck away in the 1780s.
The First Amendment to the Con-
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stitution prohibits Congress to es
tablish a religion.

The abolition of any government
imposed entailment and primo
geniture tended to make property
fully individually owned and at the
disposition of its owner. Aristocratic
titles were proscribed, and the move
ment was away from legally sup
ported classes. Most northern states
abolished slavery; it was prohibited
in the Northwest territory; and
provision was made for the eventual
ending of the slave trade.

Individual Rights

Although the principle was in
completely realized, one emerged
nonetheless. It could be stated this
way: No non-governmental organi
zation should have any legal stand
ing other than such as belonged to
the members comprising it. In The
People v. Fisher the court had ar
ticulated the principle in this fash
ion: ~1f one individual does not pos
sess such a right over the conduct of
another, no number of individuals
can possess such a right." In short,
organizations possessed no rights
beyond those of individuals. The op
position to the Order of the
Cincinnati-a society of veterans of
the Revolutionary War-was based
on the fear of special rights coming
to be attached to its members.
Freemasonry was sometimes at
tacked for similar reasons.

In the realm of economic organi-

zations there were countercurrents
at work at the time of the founding'
of the United States. Mercantilism
still had its followers, as it has from
time to time throughout American
history. It was a common mercan
tilist practice for government to
grant charters to particular busi
nesses which gave them monopolis
tic privileges. It was commonplace
in early American history, for
example, for a company to be given a
charter to build a bridge or road and
to collect tolls from users. The
United States Bank was the most
famous national instance of such a
chartered monopoly. This Bank was
financed both with government and
private funds, a fairly common prac
tice at the time also.

The other current was the move
ment to divest organizations of all
special privileges and to deny them
any special favors. This movement
reached its peak during the Jackson
Era-the 1830s and 1840s. Much of
the ire of this opposition was focused
on banking, but by no means all of
it. The United States Bank was the
national victim of the opposition to
privileged organizations, but in
some states the opposition extended
to all banks. In 1819, the governor of
Kentucky proposed to the legisla
ture that it initiate an amendment
to the United States Constitution to
the effect that tt no incorporated
bank should exist in the United
States."6
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When a constitution for Iowa was
drawn in 1846, it prohibited the
most salient feature of banking at
the time-the issuance of paper
money-in these words: ~~No corpo
rate body shall hereafter be created,
renewed, or extended with the
privilege of making, issuing, or put
ting in circulation any bill, check,
ticket, certificate, promissory note,
or other paper, or the paper of any
bank, to circulate as money...."7

The author of the article from which
these quotations are taken points
out that had these people under
stood the effects of deposit banking
they would have been equally op
posed to it. 8

Opposition to Corporations

The opposition to giving legal
standing to organizations never
quite reached through to all com
mercial and charitable undertak
ings. (In any case, the opposition
was more western than national.)
Perhaps it was deflected from that
course by the furor over special
privileges and chartered monopolies.
From the beginning, state legisla
tures had granted charters and
passed special acts of incorporation
for particular businesses or institu
tions. These special acts not only
smacked of special privilege but
also were susceptible to corrupt
relations between those seeking
them and members of the legisla
ture.

Instead of abandoning the corpo
rate form, many legislatures passed
general acts of incorporation. ~~Led

by Connecticut in 1837, Maryland,
New Jersey, New York, Pennsylva
nia, Indiana, Massachusetts, and
Virginia all passed some type of
general incorporation statute before
the Civil War. In all cases, the laws
sought to bring about uniformity
and to protect the public from spe
cial privileges in the establishment
of corporations."9 General acts of in
corporation did not end opposition to
corporations, of course; that has
been a fairly constant refrain in
American history, and has risen to a
crescendo from time to time.

My main point, however is that an
individualistic ethos prevailed in
America in the nineteenth century.
Not even political parties had legal
standing; they were private associa
tions. Rights were something be
longing to individuals. Slavery was
an anachronism, and as some of the
most astute men saw, it had to go.
Clubs, groups, and various sorts of
organizations abounded; church de
nominations proliferated, and some
prospered. But they subsisted by in
dividual choice, and survived and
prospered only so long as individ
uals gave freely of their time and
substance to them. Work and trade
relations were a matter of contracts
between or among adult individuals
(slavery excepted, as always). In
general, neither government nor so-
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ciety recognized any class, grouping,
order, or organization of men with
special privileges and positions.

There was hardly a place for labor
unions within this ethos. True, they
might exist as private societies so
long as they engaged in no destruc
tive acts. Conceivably, they might
have applied for corporate status,
but that was not a very live option.
In the first place, even limited liabil
ity incorporation would impose
liabilities on unions which they
have usually sought to avoid. In the
second place, incorporation imposed
limits on activities and required the
spelling out of the purpose of the
organization. It is most unlikely
that a corporate charter would have
been issued in the nineteenth cen
tury to a union which stated in blunt
legal language its purpose and the
means by which it was to be
achieved.

Secret Societies

It is not surprising, then, that
most early American labor unions
were secret societies. They some
times adopted names redolent of se
cret societies, such as the Knights of
St. Crispin or the Knights of Labor.
Their membership rolls and rites
were secret; their efforts at organi
zation were often surreptitious. The
Knights of Labor, the first national
union of consequence, resembled in
form the Knights of the Ku Klux
Klan, though its purpose and

methods were different. The head of
the Knights of Labor was styled
HGrand-master."

Labor unions had a large and ap
parently intractable problem to
solve before they could come out into
the open, become respectable, and
gain some sort of recognized legal
status. There was a gaping hole in
their argument. Their basic appeal
for members was that they could
gain something of value for them
higher wages, shorter hours, better
working conditions, or what have
you. Yet most of these im
provements could only be obtained
by labor unions by reducing the
supply of workers available to em
ployers at crucial times. This means
that unions are organizations of
some workers primarily against
other workers. It means that their
basic acts will be against other
workers, as in strikes, boycotts, and
just about any tactics that may be
devised. The usual impact on unor
ganized workers is indirect, of
course; it is experienced as un
employment, underemployment,
and lower returns.

For labor unions to succeed either
in gaining a large following or es
tablishing themselves on anything
like a permanent basis required a
favorable framework. A considera
ble portion of that framework was
provided by ideology, ideology which
shifted the emphasis from the indi
vidual to the collective, ideology
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which papered over or concealed the
primary thrust of unionism, and
ideology which provided a justifica
tion for the conflict which unionists
claimed was involved, i.e., between
management and labor.

Unionism Rests on Socialist
Vision of Injustice

The ideology which undergirds
unionism is socialism. Lest this
statement be misunderstood, some
qualifications are in order at the
outset. In the first place, socialism
was not originated as a doctrine to
support the founding of labor
unions. In the second place, many of
those who support labor unions have
not been consciously, avowedly, or
by their own understanding of the
matter, socialists. The ideological
justification of unions is an offshoot
of socialism, not its primary im
petus. Socialism is a vision of the
good society; unions are conceived as
a partial corrective in an unjust so
ciety. It is that socialist vision of
injustice which informs unionism,
not necessarily its ultimate goal. It
is in this sense mainly that
socialism undergirds unionism.

There are three doctrines which
were variously formulated by
socialists which undergird
unionism. They are: (1) that the
wage system in a capitalistic econ
omy is unjust; (2) class conscious
ness; and (3) the class struggle.
These doctrines serve both to justify

the union activity and to conceal
much of its essential character.

Here is a statement of the first
doctrine, one from among many that
could be adduced. It is general
enough, as many of them are, to
include a variety of explanations of
the injustice that is supposed to be
involved:

It is hardly disputed that capital,
under our modern industrial system, is
receiving more than a just share of the
fruits of labor, and the laborer is receiv
ing relatively less and less of the profits
of his toil. The increase of wealth and
wages is in no sense equitable. There is
not a progressive economist in America
or England who does not say that wealth
is growing out of all proportion to the
benefits which the laborer derives from
his labor. The distribution of wealth is
not according to industry or ability; not
according to one's worth to society, but
according, in large measure to the skill
of some in appropriating to themselves
the fruits of the labor of others by com
mercial legerdemain....10

In general, socialists ascribe this
inequity to the private ownership of
property, or, more precisely, to the
private ownership of the means of
producing and distributing goods.
This ownership-a system in which
some have much, and most have
little or none-is supposed to enable
the owners to claim much more than
their rightful share of the product of
labor.

Indeed, according to Karl Marx's
famous formulation of the labor
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theory of value, the owners of pro
ductive property would be entitled
only to the return from what they
had produced with their own labor.
As Marx put it, ((The relative values
of commodities are, therefore, de
termined by the respective quantities
or amounts of labour, worked up,
realised, fixed in them."l1 That being
the case, anything taken by owners
or managers for themselves was
taken from what rightfully belonged
to the workers. This taking away of
the product of his labor led to the
alienation ofthe worker and a whole
train of unfavorable consequences,
according to Marx:

The alienation of the worker in his
object is expressed as follows in the laws
of political economy: the more the
worker produces the less he has to con
sume; the more value he creates the
more worthless he becomes....12

Most American union leaders
have not been Marxists, but that
they based their efforts on the injus
tice of the system should be clear
from the following statement. It was
worked out in 1894 in a conference
of labor leaders, including Samuel
Gompers of the American Federa
tion of Labor, in Chicago in 1894:

The trade union movement has its
origin in economic and social injustice.
... It stands as the protector of those who
see the wrongs and injustice resultant of
our present industrial system, and who
by organization manifest their purpose
ofbecoming larger sharers in the product

of their labor, and who by their efforts
contribute toward securing the unity and
solidarity of labor's forces; so that in the
ever-present contest of the wealth pro
ducers to conquer their rights from the
wealth absorbers, we may ... work out
through evolutionary methods the final
emancipation of labor.13

This statement not only affirms
the labor leaders' belief in the injus
tice of the system but also the other
two doctrines of the ideology. The
second doctrine is class conscious
ness. It is stated above as ((the unity
and solidarity of labor's forces." By
Hclass consciousness," I mean to
convey the conception that all
workers-all the ((toilers of the
world," as it was sometimes
stated-are members of a single
class. The notion is that they share a
common interest and a common
goal. As the ideal was often stated,
((an injury to one [is] an injury to
a11."14

Class Consciousness

The doctrine of class consciousness
is absolutely essential to the labor
union effort. In reality, workers are
in competition with one another for
jobs, just as employers are in compe
tition with one another for workers.
In actuality, the primary contest of
unions is with unorganized workers
or with workers in other unions.
This obtrusive fact must somehow
be countered or put out of mind and
sight. Class consciousness is the de-
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vice for doing it. If all workers have
an identity of interest, if they think
of it that way and believe it (or ifthe
general population does), they must
support all justified union efforts.
Class consciousness is the bond of
union collectivism.

This does not alter the fact that
many workers do not belong to
unions. More important, it does not
change the actuality that when
some workers walk out, others may
remain on the job, or when there is a
strike, other workers are sometimes
willing to take their place, or when
there is a boycott, some workers
may ignore it. It does, however, pro
vide a framework for placing those
who ignore the union will beyond
the pale. Such workers are funda
mentally ((defective." They lack the
sense of class consciousness. They
are not, however, objects of pity but
ofscorn, fit to be treated in whatever
way it is necessary in order to be rid
of them.

Union terminology recognizes
three categories for those who work
in defiance of the union decision.
There are, first of all, ((scabs," the
non-union workers who work when
the union has proclaimed a work
stoppage. Then, there are the ((rats,"
an even more contemptible cate
gory, those workers who were for
merly union members but have left
the union to act on their own. Then,
there is a kind of universal category,
that of ((strikebreakers."

In union mythology, ((strike
breakers" are toughs and thugs
brought in by employers to work
during a strike in order to break it.
They are semi-professionals at being
tough enough to endure the abuse
they will receive when they go
through picket lines and unafraid of
the threats of retaliation. Although
there have no doubt been instances
when such people have been brought
in by employers, just as unions
sometimes bring in toughs to fortify
mass picketing lines, any who work
during a strike are likely to be cas
tigated as ((strikebreakers," as well
as by the other unsavory terms.

The important point here, how
ever, is that the doctrine of class
consciousness enables unionists to
place workers who act contrary to
their aims beyond the pale. Thus,
any conflict with them is not viewed
as a contest between workers but as
a contest between noble and righ
teous workers, on the one hand, and
traitors to the cause on the other.

A Class Struggle

The linchpin of unionist ideology
is the doctrine of the class struggle.
It gives coherence and direction to
the whole union effort. It is a doc
trine derived from socialism, though
it existed in embryo fashion in pre
socialist formulations. It was stated
in the 1894 unionist formulation as
((the ever-present contest of the
wealth producers to conquer their
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rights from the wealth absorbers.
..." Most late nineteenth century
socialists described it as a struggle
bet\11een capital and labor. In twen
tieth century America it has been
somewhat softened by referring to it
as a contest between labor and man
agement. (Note, labor unions usu
ally describe the contest in such a
way as to claim that they embrace
all of «labor." The doctrine of class
consciousness fortifies this notion.)

In the preamble to their constitu
tion in 1908, the I.W.W., a revolu
tionary American union, described
the class struggle this way:

The working class and the enlploying
class have nothing in common....

Between these two classes a struggle
must go on until the workers ofthe world
organize as a class, take possession of the
earth and the machinery of production
and abolish the wage system. 15

Most American unionists do not,
of course, subscribe to the revolu
tionary goals professed above. But
the class struggle doctrine is essen
tial to their ideology. It defines who
the struggle is with. It is against the
employers. They are the an
tagonists. They are the source of
whatever injustices are alleged, and
they are the ones who have it in
their power to alter the situation. It
is not supposed to be a struggle to
the death. It is not even a continu
ous struggle. Instead, it is an
episodic struggle, one which may go
on until union recognition has been

achieved and a pact arrived at be
tween the two parties. Then, it is in
abeyance, so to speak, until new
grievances arise or until a new con
tract is due.

In a broader sense, though, it is a
continuing struggle. It is the strug
gle to organize·all workers in a trade
or industry and to get recognition
for these unions. Even more broadly,
there is the tacit, and sometimes
explicit, goal of organizing all
employed workers. Interestingly, es
tablished labor unions never make
an extended effort to organize the
unemployed. (Coxey's Army, an as
sortment of the unemployed during
the depression going on in 1894, did
receive some contributions from
labor unions, but it was not a labor
union and was brought into being to
bring pressure on the national gov
ernment.16) There is sufficient rea
son for them not to do so. For what
purpose would the unemployed be
organized? To get the jobs of some of
those employed. But such an under
taking would blow the cover of the
unions, so to speak.

Attention Diverted

That brings us to the essentiality
of the class struggle doctrine to
unionism. It serves to focus atten
tion away from the primary contest
between workers and upon what is,
at best, a secondary contest between
unions and employers. A widespread
acceptance of the class struggle view
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Announcing the book ...
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by Clarence B. Carson
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and government intervention leads into one crisis after another-a warn
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An Arlington House book.
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of the matter tends to focus public
attention on conditions of employ
ment and the grievances alleged by
the unions.

When a strike occurs, reporters do
not ordinarily make surveys of the
available supply of labor. They do
not report the living conditions of
those who were not employed. They

do not describe it as a basic conflict
between employed and the un
employed, or those employed for less
return. Instead, they report the al
leged grievances of unions against
employers and focus attention on
the conduct of the employer. Presi
dential commissions and legislative
committees do not call in the un-
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employed from the surrounding
countryside for interrogation. In
stead, they grill the striking work
ers and the employers.

The class struggle doctrine makes
all this quite plausible. It is only
when the matter is examined
economically, or when concern is
shown for the victims of the vio
lence, ifthere is any, that the matter
takes on a different cast. Then it
becomes clear that unions can only
achieve their aims by excluding
competing workers from employers,
that organized workers are prima
rily organized against other workers.
The class struggle thesis acts to con
ceal this character of the conflict.

In the course of the nineteenth
century, labor unionists came under
the sway of an ideology. It was so
much of socialist ideology, at the
least, as was necessary to buttress
their undertaking. They accepted
the view that individual workers
acting alone would be cheated of
their rightful share of the fruits of
their labor-that the .system was
unjust. They accepted the necessity
for collective action by workers and,
in justification of that, that workers
belonged to a class. They accepted
the class struggle thesis, that theirs
was a contest between capital and
labor. They attempted, of course, to
persuade people generally that their
ideological version was the correct
view of the matter.

Having an ideology did not insure

that labor unions would succeed in
establishing themselves. It did pro
vide a framework within which to
operate. i
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A REVIEWER'S NOTEBOOK JOHN CHAMBERLAIN

An American
Renaissance

LoNG AGO Albert Jay Nock made a
key distinction between political
power and social power. When one
waxes, the other wanes. In the great
periods in history social power has
been dominant, with wars localized
and infrequent. Nineteenth-century
America is an important case in
point: here, on an open continent,
inventiveness went hand in hand
with low taxation, industry thrived,
and great universities were founded
on the basis of voluntary giving.

Nock was not a person to quantify
his concepts; he relied on common
sense observation to make his
points. But common sense is not
enough, particularly in a world in
which there is so little of it. We have
needed economists to demonstrate
in cold arithmetical terms just how
the seizure of the usufructs of social
power by the political arm can di
minish all our lives.

Recently Jude Wanniski, in The
Way the World Works, has
popularized and expanded upon the
thinking of some of the new pro
social power anti-Keynesian
economists, notably Arthur Laffer of
the University of Southern Califor
nia, and Robert' Mundell of Colum
bia University. Between them, Laf
fer and Mundell have proved the
case for the Nockian insight that
taxation, when pushed to progres
sively high levels and combined
with inflation, can asphyxiate an
economy. But how do you get this
across to politicians who thrive on
the transfer of resources to the State?

Luckily, there are some politi
cians who care more for their
productive-minded constituents
than they do for themselves. One of
them is Jack Kemp, the Congress
man from Buffalo, who was once a
most effective professional football

121
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quarterback. An observant man,
trained to read an enemy's defenses,
Jack got into politics without much
knowledge of economics. But he was,
as he says in his An American Re
naissance: A Strategy for the 1980s
(Harper and Row, 207 pp., $8.95), an
expert in incentive. In football, he
says, ((your success is easily
measurable. You have three seconds
to get the ball, get back, and choose
a receiver from four or five different
possibilities. It's incentive. It's price
theories, a reward-risk ratio."

This is a little fanciful, but the
subject of reward-risk ratios led
Kemp into the deeper waters ofprice
theory. ((Clearly, work and saving,"
he told an interviewer in 1978, ((are
more important than just consump
tion and leisure, and a society that
rewards consumption and leisure
more than it rewards saving and
work is a society, black or white,
rich or poor, Third World or de
veloped world, that is on the de
cline."

The Incentive to Produce

At first Kemp had difficulty see
ing the whole problem. He thought
that the only way to increase the
nation's productivity was to lower
business taxes as an inducement to
greater profits and production.
Taxes on labor seemed to be in a
different category, for workers were
consumers, and, theoretically, if
they kept more of their income they

would be using it to bid up prices.
But Jude Wanniski, then of the Wall
Street Journal, pointed out to Jack
Kemp that he was still thinking
in Keynesian terms. He had not
stopped to consider that labor, if it
could keep more of its wages after
taxes, would also have more incen
tive to produce.

Once Jack Kemp had grasped the
idea that both capital and labor had
the same interest in tax reduction,
he was ready for Professor Laffer's
theory of the ((wedge." Taxes on cap
ital, taxes on labor, inflation, bu
reaucratic regulation, minimum
wage laws, are all slices of the
wedge that stands between
maximizing individual effort and
reward. True enough, some taxes
are inevitable as long as people pre
fer limited government to anarchy.
But it seemed obvious to Laffer
and to Kemp, as a reader of
Laffer-that reduction of the wedge
should be a prime concern of the
statesman interested in productiv
ity.

Productivity, of course, is the
source of taxes. It follows that there
can be two tax rates along a produc
tivity curve that will produce the
same revenue. A high tax rate on
low volume won't generate any more
government income than a low rate
on high volume. The duty of the
statesman is to find the point on the
HLaffer curve" that will produce
enough revenue to run the govern-
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ment without cutting into the indi
vidual's marginal incentive to pro
duce that last widget, or pair of
shoes, or whatever.

Kemp, in his book, has digested
Laffer's thinking. His response, as a
Congressman, has been to introduce
the so-called Kemp-Roth bill calling
for a thirty per cent reduction in
taxes over the period of a few years.
Kemp is fond of quoting Jack Ken
nedy's phrase, ~~a rising tide lifts all
boats." Kennedy, though sur
rounded by Keynesians, had hit
upon the Laffer solution before Laf
fer had ever been heard of. The
trouble with the Kennedy tax reduc
tion is that it couldn't get the coun
try moving fast enough to sustain
both the Vietnam War and the Lyn
don Johnson Great Society. There is
a necessary limit to the miracles
that a low-tax-rate-high-volume
theory can work, as Jack Kemp
himself realizes. Budget balancing
can't be put off forever, or the infla
tion will get us all.

A Question of Priorities

But what should come first,
budget balancing or tax reduction?
Kemp has his own theory of
priorities here. Americans, he says,
~~have two complementary desires.
They want an open, promising lad
der of opportunity. And they want a
safety net of social services to catch
and comfort those less fortunate
than themselves and those unable to

share in the productive processes
when the economy goes sour."

Kemp's advice is to begin cutting
taxes across the board now and
w'orry about money for the ((safety
net" later. ~~A vibrant economy," he
says, ~~can afford to leave the safety
net in place and at the same time
ensure that the net is as empty as
possible." With ~~real economic ex
pansion" resulting from tax reduc
tion, people would be bouncing out
of the safety net into productive
jobs. We wouldn't need all those ap
propriations for the Department of
Health and Welfare, or for urban
renewal, or for unemployment in
surance or whatever.

There would be a short-term prob
lem in accepting Jack Kemp's
priorities if his fellow politicos hap
pened to be laggard in getting away
from old institutional habits. With
people bouncing out of the social
service ~~safety net" to take produc
tive jobs, the need for a huge net
tending bureaucracy in Washing
ton, D.C., would be diminished. But
would the bureaucrats be inclined to
depart in peace? And would Con
gress have the fortitude to fire net
tenders who had long-term records
of party reliability?

These are questions that Jack
Kemp thinks can be settled as trans
fer payments to individuals become
less of a government problem. With
less work to do, bureaucracies can
wither. Or so we must hope.
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Some two thirds of Kemp's book
are devoted to the problems of incen
tives in society. The remainder goes
into energy matters and into foreign
and military policy in an extremely
intelligent way. There is a great
chapter on ~~exporting the American
idea." The book is much more than a
campaign document; it is a prod to
high and serious thinking about
problems that will be with us well
into the twenty-first century. i

THE MADISONS: A BIOGRAPHY
by Virginia Moore
(McGraw-Hili, 1221 Ave. of
the Americas, New York, N.Y. 10020)
1979
568 pages. $15.00 cloth
THE GREAT RIGHTS OF MANKIND:
A HISTORY OF THE AMERICAN
BILL OF RIGHTS
by Bernard Schwartz
(Oxford University Press, 200
Madison Ave., New York, N.Y. 10016)
1977
279 pages. $11.95 cloth

Reviewed by Haven Bradford Gow

J AMES MADISON firmly believed that
human beings possessed certain
rights; inalienable, ungrantable
rights that emanate not from the
generosity of society or the govern
ment but, rather, from the hand of
God. The duty of government, then,

is to preserve and protect these
God-given rights.

Madison had a trenchantly realis
tic view of human nature. If men
were angels, he said, government
would not be necessary. But human
nature is a mixture of good and evil.
The faculties belonging to man's
higher nature-conscience, sense of
justice, capacity to love, the ability
to subordinate his private, selfish
interests to the common good, and
the inherent capacity to make free
choices and judgments-are traits
which make self-government possi
ble; but characteristics of man's
lower nature such as envy, hatred,
greed, selfishness and violence re
quire a government of law to curb
those who offend against the rights
of others. And to further safeguard
the individual Madison advocated
the addition of a Bill of Rights to the
Constitution to provide legal
safeguards against both a ~~tyran

nous majority" and abuses of gov
ernment power.

When the first Congress convened
in Old City Hall on Wall Street in
New York, in April, 1789, Madison
was at his peak, physically and in
tellectually, a slender, short
statured and soft-spoken man of
thirty-eight, but a giant, morally
and intellectually.

President George Washington, in
his first message to Congress, had
mentioned the widespread popular
demand for amendments to the Con-
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stitution, but had declined to make
ttparticular recommendations on the
subject," leaving that responsibility
to Congress. In an Address to the
President drafted by Madison, the
House responded that the question
of amendments ttwill receive the at
tention demanded by its impor
tance."

The story is well told in the second
book under review, written by
New York University Professor of
Law, Bernard Schwartz.

Madison addressed the first Con..;
gress on the 8th of June, 1789, to
explain his nine amendments. He
defended the bill as a much-needed
check on a potentially tyrannous
majority, and concluded that a bill of
rights would have ((a salutary effect
against the abuse ofpower," because
((independent tribunals of justice
will consider themselves in a pecu
liar manner the guardians of those
rights." Madison emphasized his
fifth amendment, which forbade the
states to violate the rights of con
science, freedom of the press, or jury
trial, because, as he put it, ((It is
proper that every Government
should be disarmed of powers which
trench upon those particular
rights."

Significantly, as Professor
Schwartz points out, the Madison
amendments cover all the articles
that eventually became the Federal
Bill of Rights. Four of Madison's
amendments, though, were elimi-

nated during the congressional de
bates: the first, containing the gen
eral declaration of the theory of
popular government; the fifth, pro
hibiting state violations of freedom
of conscience, freedom of the press
and trial by jury; the sixth, which
limited appeals; and the eighth,
which dealt with the separation of
powers. Two of Madison's amend
ments failed to achieve ratification:
the second and third, concerning
congressional size and compensa
tion. The other Madison amend
ments, though, survived substan
tially as the Bill of Rights itself: a
very remarkable achievement in
deed.

The rights protected by the Bill of
Rights can be grouped under five
general classifications: (1) freedom
of religion; (2) the rights of expres
sion and of association; (3) the right
to privacy; (4) the right to due pro
cess; and (5) freedom from punish
ment that is ,cruel and unusual and
from arbitrary restraint.

Does the Bill of Rights have popu
lar and widespread support among
the American people today?

A 1970 national survey conducted
by CBS Television revealed that
three-fourths of those polled said
they would restrict the right of
peaceful assembly for protests
against the government; a majority
would abridge the right to free
speech and free press for criticisms of
government, and the right of crimi-
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nal defendants to confront the wit
nesses against them, as well as the
guarantee against double jeopardy
and the privileges against self
incrimination. One-third of those
questioned would permit the police

, to search homes for drugs, guns, or
other criminal evidence without
warrants, and one-fifth would per
mit secret criminal trials.

The survey should cause those
who still value the Bill of Rights to
redouble their efforts to protect their
rights, and to recognize just how
much Madison and his colleagues
accomplished for this nation. ,

THE GOVERNMENT AGAINST
THE ECONOMY
by George Reisman
(Caroline House Publishers, Inc., P.O.
Box 738, Ottawa, 11I.61350) 1979
207 pages. $12.95 cloth

Reviewed by Roger R. Ream

((This book is about the destructive
effects of price controls," the author
tells us. HIt explains why price con
trols are destructive in principle and
shows how they have actually been
destructive in practice."

But the book is more than this.
Reisman details how the profit mo
tive and private ownership operate
in a free society to produce conse
quences beneficial to all. He con
trasts this with socialism, which de-

stroys the possibility of rational
economic activity and maintains
control through compulsion. He
demonstrates how housing is pro
vided efficiently in a free market,
then examines the chaos of rent con
trols. He explains why shortages
cannot exist in a free economy, then
explodes the myths surrounding the
energy crisis.

But by far the greatest impor
tance of this book is that it comes at
a time when ttvoluntary" wage and
price guidelines are upon us and
calls are increasing for the imposi
tion of mandatory controls. This
book demonstrates once again that
you cannot fight inflation (an in
crease in the quantity of money) by
trying to hide one of the symp
toms-rising prices-with price
controls. Reisman uses fresh argu
ments and examples to do bat
tle with this worn out economic con
cept.

One of the blessings of a free econ
omy is the peaceful social coopera
tion that results from free exchange.
Reisman describes the free market
as tta truly awe-inspiring complex of
relationships in which the rational
self-interest of individuals unites all
industries, all markets, all occupa
tions, all production, and all con
sumption into a harmonious, pro
gressing system serving the well
being of all who participate in it."
The consumer is sovereign. ttThe
real advocates of the consumers-
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their virtual agents-are busi
nessmen seeking profit, not the
leaders of groups trying to restrict
the freedom of businessmen to earn
profits."

Under price controls, the relation
ship between buyer and seller
consumer and businessman-is
dramatically altered. Price controls
cause shortages; rather than sellers
seeking and serving buyers, the sell
ers have more buyers than they can
possibly supply. As you may have
noticed, your gas station attendant
no longer routinely cleans your
windshield and checks under the
hood. If he loses your business, he
suffers no financial loss since there
are others in line-more than he can
accommodate-hoping to buy his
product. In fact, as we observed in
the summer of 1979, consumers
were offering gifts to gas station
owners and taking their cars in for
unnecessary tune-ups and minor re
pairs, all in an effort to keep on good·
terms with the seller. Price controls
allow sellers to disregard consumer
desires.

To understand this, it is impor
tant to see the distinction Reisman
makes between a scarcity and a
shortage. ((An item can be extremely
scarce, like diamonds, Rembrandt
paintings, and so on," Reisman
writes, Hyet no shortage exists."
Shortages exist when buyers de
mand more goods than sellers are
willing to supply. This can only

occur when prices are not free to
reflect the constantly changing de
mand for, and supply of, the goods
being exchanged. In a free market, if
demand increases or supply de
creases, prices tend to rise. This has
two effects: it discourages the mar
ginal uses of a product, while simul
taneously encouraging the produc
tion of more goods. Controls prevent
prices from approaching market
clearing levels.

Editor's Note: For a more ex
tensive sampling of this book,
see the article, "Price Con
trols and Shortages," page
72. Also, note on page 81 the
publisher's special price for
the book ordered by
FREEMAN readers.

A shortage, in other words, means
that prices are held too low. There
fore, ((in order to blame the oil com
panies for the shortage [of oil], one
would have to show that the oil
companies deliberately charged too
low a price for their oil. That would
be the only conceivable way they
could have caused the shortage. But
that is absolutely absurd. It was not
the oil companies that were respon
sible for too low a price, but the
government, with its price controls."

Reisman also shows how govern
ment acted directly to limit the sup
ply of oil and was responsible for an
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enormous artificial increase in de
mand for petroleum products.

Reisman's analysis of price con
trols is hard-hitting. He uses bril
liant examples to drive home his
points. Unfortunately, his approach
is sometimes holistic, rather than
focusing on the individual. Also, his
explanations of profit and what de
termines price are unclear. But the
overall forcefulness of his conclu
sions concerning the central thesis

of the book more than compensates
and makes this a book well worth
reading.

Americans experienced the chaos
of comprehensive price controls in
the early 1970s and again, on gas
and oil last summer. Let us hope
that Reisman's arguments get the
attention they deserve, so that the
destructiveness controls have caused
over the centuries will be avoided in
the years to come. @
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