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Clarence B. Carson

WhatsThis
About
Solar Energy?

Now don't get me wrong; I am a still the case, it follows ineluctably
devotee of solar energy. As a matter that all the energy we use is solar
of fact, I wouldn't use any other kind. energy.
I have a total solar energy home. I This mini-lesson in science and a
heat with it, cool with it, cook with goodly number of the remarks which
it, and run all my appliances on it. follow would probably be unneces
More, my lawn mower and automo- sary if it were not for the fact that
bile run on solar energy. Nor is it some contemporary usage has intro
going too far to say that I run duced considerable confusion into the
on solar energy myself, when I run. matter. The phrase ((solar energy"
So do all ·the other members of my has been specialized, at least jour
family. nalistically, to refer to energy ob-

So do you. So does everyone else. tained directly from the sun. Ifthose
We have no choice in the matter. All who use it that way would modify
this I take to be true, that is, unless the phrase, call it ((direct solar en
there is a new science which goes ergy," say, the confusion might be
along with the ((new math," and the avoided. But if my s~spicions are
science I was taught has been drast- well founded, I think those who use
ically modified. What I learned when it this way are more or less deliber
I was in school was that ((the sun is . ately avoiding the distinctions which
the source of all energy." If that is would not only remove the confu-

sion but also remove much of the
Dr. Carson has written and taught extensively, spe- drive behind the movement for the
ciallzing in American intellectual history. He is a fre-
quent contributor to The Freeman. use of direct solar energy.
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There is a missionary zeal about
many of the proponents of direct so
lar energy. It is almost as if they
have just discovered the sun and are
eager to exploit all its potentialities.
If we could just find ways to tap this
marvelous source of energy, they are
proclaiming, we would have at our
beck and call a nearly unlimited
source of energy. And, it would be
free. That is the crux of the matter:
it would be free. Or, to put it more
precisely, direct solar energy is free,
though the vantage point from which
it may be received may not be. Once,
I wrote a chapter of a book called
ttThe Flight from Economics."! The
enthusiasm for direct solar energy
looks to me like another verse in it.

Recognized Uses

Before subjecting this heady vi
sion of free energy to some dashes of
cold water, however, it is in order to
make some qualifications. It is well
that we should attend to ways in
which direct solar energy can be ob
tainedand used to advantage. Un
doubtedly, there is much to be gained
in constructing buildings, for exam
ple, in situating them and locating
windows so as to get heat and light
from the sun at the times of day and
year when they are most wanted.
Astute use of insulation can greatly
aid, too, in keeping the heat out
when it is not wanted and inside
when it is. It may be, too, as I have
been told, that there are excellent

possibilities in heating water for use
in the home by the sun. There may
be a goodly number of possible uses
ofdirect solar energy which we have
hardly exploited. Ifso, well and good.
It is no part of my purpose here to
denigrate what has been done, is
being done, or may be discovered
along these lines.

Now that these qualifications have
been got out of the way we can move
on to the dashes of cold water. First,
there is nothing new about the use
of direct solar energy. Man has been
heated by the rays of the sun since
he has been around on this planet.
Ever since he has worn clothes, he
has been to some degree insulated
from its rays and had about him a
sort of shell which stored such heat
as got in. Dwellings and other build
ings have been at least partially
heated by the sun for millennia and
served as insulation to store the heat
at night. More, the breezes and winds
which have cooled him, which have
been used to draw his water and
propel his boats on occasions, are set
in motion in some fashion by the
sun. The water which he has used in
a variety of ways has been heated
by the sun, drawn into the atmo
sphere by the heat of the sun, and
released as rain when it was cooled.

Second, all the proposals for the
greater use of direct solar energy
with which I am familiar involve
the use of things that are scarce.
That is, they involve the use of land,
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labor, and capital. These are all
scarce, must be allocated, and thus
necessarily entail economic deci
sions.

Third, there are severe natural
limitations on the use of direct solar
energy. The sun is only around for a
portion of the day; that portion var
ies with the time of year, and even
when it is around it may be ob
scured by clouds or chilled by winds.
Moreover, when it is avail~ble at
greatest intensity, it is apt to be too
hot for comfort, and its direct rays
will fade and warp many materials.
In short, there are two huge prob
lems connected with the use of di
rect solar energy. One is often de
scribed as the problem of storage.
The other, not so often discussed, is
having it available in the· concen
tration wanted.

Nature Solves Many Problems
Happily, these problems, which

may be so costly of solution as to be
practically insurmountable so ,long
as they are approached in terms of
direct solar energy, are. regularly
partially solved for us by nature.
However, I would like to enlist the
aid of the great Austrian economist
of the turn of the century, Eugen
von Bohm-Bawerk, in making my
exposition of it. Bohm-Bawerk had
a fascinating insight into the means
by which goods can best be made
available when and where they are
wanted. He called it the uround-

about method of production." He in
troduced this concept in order to de
fine capital, but it seems to me even
more appropriate to the problems
raised by the proponents of direct
solar energy.

The· roundabout method is best
described in the words of the author
himself as they have been so felici
tously made available in English by
Mr. George Huneke and Professor
Hans Sennholz. Here is his descrip
tion:

A farmer needs and desires drinking
water. There is a spring at some distance
from his house. In order to meet his re
quirements he may follow anyone ofsev
eral procedures. He may go to the spring
and drink from his cupped hands. That
is the most direct way. Satisfaction is the
immediate consequence of his expendi
ture of labor. But it is inconvenient, for
our farmer must travel the distance to
the spring as often during the day as he
feels thirsty. Moreover it is inadequate,
for this method never enables him· to
gather and store any considerable quan
tity such as is required for a variety of
purposes. Then there is a second possibil
ity. The farmer can hollow out a section
of a log, fashioning it into a bucket, and
in it· he can carry a full day's supply of
water to his house all at once. The ad
vantage is obvious, but to gain it he must
go a considerable distance on a round
about course. It takes a whole day's carv
ing to hollow out the pail; to do the carv
ing it is necessary first to fell a tree; to
do the felling he must first procure or
make himself an axe, and so forth. Fi
nally, there is a third possibility for our
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farmer. Instead of felling one tree, he
fells a number of them, hollows out the
trunks of all of them, constructs a pipe
line from them, and through it conducts
an abundant stream of spring water right
to his house. Clearly, the roundabout
road from expenditure of labor to attain
ment of water has become considerably
longer, but to make up for it, the road
has led to a far more successful result.
Now our farmer is entirely relieved of
the task of plying his weary way from
house to spring burdened with the heavy
bucket, and yet he has at all times a co
pious supply of absolutely fresh water
right in the house.2

Bohm-Bawerk went on to give
other examples, such as, tearing
pieces from a granite cliff by hand
versus setting a dynamite charge
with tools and blowing them off,
which satisfied him that the superi
ority of the roundabout method of
production was universal. Or, as he
put it, cCThe lesson to be drawn from
all these examples is quite clear. It
is to the effect that roundabout
methods are more fruitful than di
rect methods in the production of
consumers' goods. . . . In addition,
the superiority appears in the fact
that some consumers' goods cannot
be produced except by indirect
methods."3 He doubted that eco
nomic theory could prove that this
was the case; it was, instead, a les
son drawn from practical experi
ence.

While he does not point this out,
it is clear to me that the roundabout

method is the method of nature it
self. The river follows a winding path
to the sea, following the course of
least resistance as it moves to an
ever lower level. Even more circu
itous is the manner in which the
lands are watered from great bodies
of water. Particles of water are cap
tured and carried upward by the air
as the air is heated by the sun. The
winds carry this water to distant
points where it coalesces into clouds
under the right conditions and is re
leased upon the earth as it strikes
cooler air.

Man Cooperates with Nature

Bohm-Bawerk does note, how
ever, that man in adopting round
about methods does so in coopera
tion with nature to secure the desired
results. As he says, cCWe are as in
capable of overcoming the cohesive
ness of the granite cliff from which
we wish to derive building material,
as we are of combining carbon and
nitrogen, hydrogen and oxygen,
phosphorous and potassium and the
like, to form a single grain of wheat.
But what is denied our own powers
is quite feasible for other forces,
namely, the forces of nature herself.
There are natural forces which can
perform prodigies of strength infi
nitely beyond human capacity, and
there are other natural forces which,
in the world of minutiae, are capa
ble of contacts of incredible deli
cacy....
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HWe do not have the ability to
gather atoms of .phosphorus and po
tassium from the ground, of carbon
and oxygen from the atmosphere and
combine them to form a. grain of
wheat. But the principles of organic:
chemistry can be put in play by the'
forces within the seed-kernel of
wheat to initiate the magical pro
cess of growth, while for us it is ri-,
diculously easy to place the seed in
the bosom ofthe earth, the one place'
where it can carry out its mysteri
ous function."4

Just so, and with that we come'
very near to our point. Any direct
effort to capture and store solar en
ergy can be likened to getting water
from a spring by cupping our hands.
Even early indirect methods are'
likely to be about as primitive as,
cutting down a tree and fashioning'
a bucket with which to fetch the wa
ter to the house. In any case, if the
storing of solar energy is a problem.
at all, it is one which nature has,
long been busily solving in myriad.
and wondrous ways.

The most direct way in which na
ture stores solar energy is in plants.
Nonetheless, it is done in a round
about way. The process is called
photosynthesis. It occurs in the
leaves of plants to which minerals
and water are brought from the roots,
and these make food in the presence
of sunlight. The food, or energy, is
then stored in the fruit, the body,
and root of the plant. Animals ob-

tain their food, or energy, from
plants, or from eating other ani
mals, if they are carnivorous, who
have obtained it from plants. Hence,
it is literally true to say that I run
on solar energy. The full round
aboutness of the process by which
food is made in plants would involve
the story ofhow the water got there,
how minerals are deposited in the
soil, and so on.

Stored Energy

Vast quantities of solar energy
have been stored in the bowels of
the earth as a result of natural pro
cesses.They are commonly referred
to as fossil fuels today, and consist
mainly of coal, oil, and natural gas.
Coal is believed to have been formed
chiefly, or entirely, from plant mat
ter, which was interrupted either in
its life or deterioration and fossil
ized in seams of the earth. Oil is be
lieved to have been formed largely
from extracts of sea animals (and
possibly plants) which occurred when
the waters covering certain areas
receded. Natural gases are presum
ably relics ofdecayed animal matter
trapped in the pores of the earth.

Another vast source of energy is
nuclear energy. This energy is re
leased by a process of fission in the
nucleus of atoms when they are
bombarded by neutrons. In the sense
in. which we have been using solar
energy,Le., as energy derived from
the heat or radiation of the sun, I
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have no information that points to
the necessary conclusion that nu
clear energy is solar energy. In an
other sense, however, it can be said
that nuclear energy is solar energy.
That way of stating it, however, may
be going at an explanation wrong
end-to, so let us put it directly. Solar
energy is nuclear energy. The heat
and radiation from the sun is attrib
uted to continuous and intense nu
clear activity. Thus, the induced in
stability in the nucleus of the atom
on the earth is an artificially de
vised method of releasing sun-like
energy. In nature, and so far as we
know, virtually all nuclear energy
released is solar energy, or, to speak
more universally, since there are
numerous suns, or stars, in the
heavens, star energy. Therefore, in
a very important sense, nuclear en
ergy is also solar energy.

What I am getting at, then, is that
we have no practical choice as to
whether or not we will use solar en
ergy. Our choices are concerned only
with which forms of solar energy we
will use. Our choices have to do with
such questions as whether we will
use the direct heat and radiation
from the sun, the energy that is
stored in plants, the energy stored
in fossil fuels, the energy that can
be made available by impounding
waters and releasing them so as to
produce electricity, the energy made
available by the movement of winds,
and so on. In any case, we will be

making choices as to which form, or
combinations of forms, of solar en
ergy we will use.

Nor do we have any real choice as
to whether or not we will employ
roundabout methods in storing and
releasing solar energy. The only di
rect· solar energy we can exploit is
such heat and radiation as we can
absorb by exposing our bodies to the
sun. Beyond that all methods of
storing solar energy are in greater
or lesser degree roundabout meth
ods. To collect rocks and place them
so as to store heat during the day for
use in the night is a roundabout
method. To lay down pipes in which
water will be heated for use is a
roundabout method. To build a shel
ter which will store a portion of the
heat for warmth during the night is
a roundabout method.

The Need to Choose

In short, since we cannot eat sun
beams, and since the heat and ra
diation from the sun does not arrive
continuously in the quantities, of
the quality, and in the concentra
tion which is satisfactory to our pur
pose, we must go about storing it
and releasing it in roundabout ways.
It is in order to reiterate, too, that
in whatever form we avail ourselves
of stored solar energy we will have
to use things that are scarce. There
fore, our decisions will be, and are,
economic decisions. Nor are there
any methods available to us that do
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not involve dangers; even the direct
rays of the sun may cause skin can
cer, and concentrated sunlight can
cause all sorts of damage. In the fi
nal analysis, all energy is released
by burning, oxidation, or friction;
and heat, radiation, and fire are
dangerous. Our choices, then, are
from among roundabout ways, in
volve costs, and greater or lesser
dangers.

A part of the appeal, at least to
me, of Bohm-Bawerk's phrase,
ttroundabout method of production,"
is that it brings us up short and
makes us think. After all, we do not
ordinarily think of the roundabout
way as being the best and most effi
cient way of doing anything. After
all, we are brought up on the axiom
that the shortest distance between
two points is a straight line. That
being the case, we are predisposed
to the most direct way of going about
a thing. On reflection, however, we
may come to realize that while the
axiom is valid for distance it is in
applicable to production. In produc
tion, the predisposition to the most
direct way becomes a prejudice
against the use of capital. (It is also,
I suspect, a prejudice against civili
zation, for anyone who is aware of
the forms of civilization must know
also that they are often indirect and
roundabout.)

It is not Bohm-Bawerk's point, as
I understand it, that there is any
thing superior, per se, in round-

aboutness. (Its superiority, where it
occurs, is something learned from
experience, he makes clear, not from
theory.) Thus, we do not go about
production in the most· roundabout
way conceivable, nor add on ever
more layers of the roundabout for
the sake of roundaboutness. On the
contrary, we go about production in
the most direct way possible to
achieve what is wanted most effi
ciently. It is the case, however, that
the use of tools (capital) is a round
about way to get the job done, and it
is the most efficient way, and some
times the only way. It happens, too,
that we can greatly increase the
supply of goods produced by a given
amount of labor by the judicious use
of capital.

Political Intervention

If roundaboutness, per se, were
wanted, we would be in excellent
shape today, for there should be no
doubt that government interven
tion, restrictions, controls, and ma
nipulation have made much of pro
duction exceedingly roundabout.
Unfortunately, politically moti
vated roundaboutness does not con
tribute to·an increase in production;
it is, instead, counterproductive. In
deed, the high cost of energy today
which set the stage for the move
ment to find ways to utilize direct
solar energy more effectively can be
attributed directly to politically mo
tivated roundaboutness. This is so
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whether we consider the cartel
formed by the governments of the
OPEC nations to restrict production
and charge all that the traffic will
bear for oil or our own numerous re
strictions which weigh heavily on
production. Economically motivated
roundaboutness increases produc
tion, for it brings capital.to bear on
supplying our wants in the most ef
fective manner. Politically moti
vated roundaboutness decreases
production, for it limits and re
strains effective uses of capital.

Bohm-Bawerk knew nothing ofour
energy shortage, of course. He did
know, however, that man is con
fronted with scarcity of all those
things denominated goods, includ
ing energy. His ingenious phrase,
((roundabout method of production,"
was devised to define and expand
our conception of capital, to under
stand more fully the role that it
plays, and how it plays it. He be
lieved that the most effective way to

get more goods in the actual world
in which we live is to go about get
ting them in the roundabout way
entailed in the use of capital. In
stead of getting our water by cup
ping our hands, getting our wood by
pushing trees down, trying to dis
lodge pieces of granite by pulling at
it with our bare hands, or obtaining
energy by trying to imprison sun
beams, he saw the great advantages
in imitating nature and going about
these things in a roundabout way.
To return to direct methods would
be retrogressive; progress was made
by indirect methods which are en
tailed in the use of capital. i

-FOOTNOTES-

ISee The Flight from Reality (Irvington, N.Y.:
The Foundation for Economic Education, 1969),
chapter 18.

2Eugen von Bohm-Bawerk, Capital and In
terest, vol. II (South Holland, Ill.: Libertarian
Press, 1959), pp. 10-11.

3Ibid., p. 12.
4Ibid., p. 13.

IDEAS ON

LIBERTY

What Makes Wages Rise

WHAT is called the American way of life is the result of the fact that the
United States has put fewer obstacles in the way of saving and capital
accumulation than other nations....

There is only one way that leads to an improvement of the standard
of living for the wage-earning masses-the increase in the amount of
capital invested. All other methods, however popular they may be, are
not only futile, but are actually detrimental to the well-being of those
they allegedly' want to benefit.

LUDWIG VON MISES, "Wages, Unemployment, and Inflation"



Leland Browne, Jr.

.•.ToPayPaul

A concerned citizen and busi
nessman here takes a stand
against a proposal, by friends and
neighbors, of government inter
vention to benefit special inter
ests at the eXPense of others. The
identification of the community
in this case is withheld. But the
situation is well-nigh universal; it
could happen in your town.

Mr. Mayor, Members of the Council,
Representatives of the Chamber of
Commerce, Interested Citizens:

THERE are a number of things 'I'd
rather be doing than speaking here
in opposition to this proposal. As I
understand it, the proposal is that
we will levy a 3V2 per cent tax on
the overnight guests in our motels
in order to fund the city's industrial
development program.

I am acutely aware of and in fact
have no 'small vested interest in the

economic benefits and advantages
that may accrue to our community
through an aggressive industrial
growth program. I am acutely aware
and deeply appreciative of the dedi
cation and efforts of the Chamber
representatives in that regard. I am
acutely aware that the primary
spokesmen for this program tonight
and in your earlier meetings are close
personal friends of mine who have
spent countless hours in addressing
this problem and for whom I have
boundless respect and admiration.

Nevertheless, I am convinced that
this proposal is wrong; it troubles
me deeply-perhaps, admittedly, out
of all proportion to practical reality,
but nonetheless I feel compelled to
speak to it. As a recent local news
editorial pointed out, the primary
merit of this proposal is "that it cre
ates an economic enhancing activity
at little or no cost to the residents of

139
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our city. Put another way, that is to
say that we are proposing to use the
power of the local government to
create an economic benefit for us
and make somebody else pay for it.

The Abuse of Power

In my judgment, this is a classic
case in microcosm of the abuse of
government power. Set aside for a
moment, if you will, considerations
of size and scale which are admit
tedly small, and consider the nature
of the proposal in and of itself. And
if you will look at it in that light, I
think you will agree that it repre
sents one of the most flagrant ex
amples of the abuse of government
power that we will find today in any
local, state or federal program or in
any government spending proposal.

I would ask you four questions: (1)
Do you condone the use of the power
of government to accomplish in the
name of expediency a purpose which
has historically, traditionally and
demonstrably been accomplished,
and can be accomplished, by and
within the private sector? (2) Do you
condone the use of the power of gov
ernment to levy a tax on one group
for the primary benefit of another
group? (3) Do you condone the use of
the power of government to levy a
tax on citizens who are not repre
sented by the government; who are,
in fact, disenfranchised voters under
this government and are not, there
fore, represented by it? (4) Do you

condone the use of the power of gov
ernment to assign as a legal obliga
tion to one group an obligation which
in fact is not theirs under any natu
ral process of moral or philosophical
reasoning?

If I asked any of you any of those
questions on the street, you would
say Uno"-you do not condone such
use of government power. But I say
to you, to vote in favor of this pro
posal is to vote Uyes"-you do con
done the use of government power
in all four of those questions.

The question before us is not really
whether this proposal is right or
wrong morally or philosophically. An
overnight guest has no more obliga
tion to fund our industrial develop
ment than any of us has an obliga
tion to fund the industrial
development of Springfield or St.
Louis or New Orleans. On philo
sophical and moral grounds, the
proposal is wrong; and we all know
it.

The question is not whether the
proposal is right or wrong. The
question is, knowing that it's wrong,
what are we going to do about it?
Should we turn it down and in so
doing perhaps place our community
at a competitive disadvantage with
other communities who have adopted
similar legislation as a political ex
pediency and a practical necessity?

Let me turn the question around.
Should we adopt a proposal we know
to be wrong on the altar of and in
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the name ofpolitical expediency and
practical. necessity? I say to you, if
the answer to that question is cCyes",
then we must face a second ques
tion. And that question is, when and
where do we fight against the fur
ther encroachment of government
power in any form on our lives and
in our economy? Do we do so only on
the broad and essentially national
issues where the abuses of the gov
ernment are admittedly the greatest
but paradoxically our voice and our
influence is the least?

Almost to a man, each of us has
spoken out sincerely on occasion and
deplored the accelerating growth of
government and the interference
with a free economy. And oftentimes
we do so in a sense offrustration and
almost a sense of futility. Can we
afford to speak out on these issues
only when the consequences of
speaking out are relatively remote
and painless? Can we in conscience
vigorously support and defend the
concepts ofa limited government and
make an exception and say that when
the government proposal provides
for us a benefit and someone else a
bill, .then we are for the growth of
government? Can we say ccno" to 90
per cent of governmental proposals
and say cCyeah, come on" in those in
stances where governmental expan
sion provides for us a benefit and for
someone else a bill? Can we, in short,
preach without practicing?

If we allow ourselves to be se-

duced into j6ining this parade, then
who stops it? Where? When? And on
what basis? Are we ready to say that
it can't be stopped, that the cause is
lost? Why, then, do we bother to
study our history? Why, especially,
do we espouse-albeit wistfully,
perhaps-concepts of individual lib
erty, freedom and a competitive
economy? We are facing in this pro
posal a perfect example in micro
cosm of the way government has
eroded its way into the free market
and the free economy with a siren
song ofbenefits for one t9 be paid for
by·someone else.

An Impressive Record

Is there an alternative? Perhaps.
I have been a resident here for 18
years. I have been continually im
pressed and increasingly proud of
the Protestant ethic-and I use that
term in the broadest possible con
text-that pervades our· society in
this community and in this part of
the state. People in this community
say, in effect, that we believe com
pletely in the concepts of individual
liberty and freedom and specifically
in the right of the individual to in
vest and to succeed or fail on his own
merits. The people of this area do, in
fact, in my judgment represent a
bastion of that philosophy unsur
passed· by any other region in this
country.

If this proposal passes, we will
then be able to go to outside indus-
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try and say,~~Here-hereis our bas
ket of goodies. We think you will
find it competitive." We will not be
able to offer a competitive edge. The
most we can hope for under this pro
posal is the creation of a competitive
parity. But in so doing, we will have
negated and aborted the greatest
strength and· the most unique
strength we have.

Suppose that instead of saying to
outside industry, ~~Here is our bas
ket of goodies," we say to industry
that these people and this commu
nity specifically reject the concept of
creating for one group special favors
and special benefits by taxing an
other group. We say to you, we be
lieve in free enterprise, we will sup
port you and help you in any way we
can, and we urge you to come and
locate in our community. And we
think you will find our people among
the finest in this country. But our
only promise to you is that we will
do our best to protect you against
the type of. government encroach
ment that would have been neces
sary to create for you special benefit
or special favor and would have, in
fact, made a victim of you in some
future instance where it became
necessary to create under the same
rules a special benefit and a special
favor for some other future industry.

In short, we offer you only a mi
crocosm offree enterprise at its best.

That perhaps is a naive approach.
And I'm sure that many industrial
prospects would laugh you out of the
room. But not all will. And those
that don't are the ones who are fol
lowing the concepts that built this
country.

In conclusion, I can only say to
you again that we must not allow
ourselves to be seduced in the name
of expediency by proposals that we
know to be wrong. The greatest ob
ligation we have is to our children.
A~d the greatest gift we can give
them is a moral code which has as
one of its basic tenets a· recognition
of the rights of private property and
a dedication to the safety of that
property from the encroachment and
confiscation of government in order
to provide a benefit for some other
party.

To paraphrase, if I may, our fore
fathers at Lexington and Concord: If
a stand must be made, let it be made
here, let it be made now.

Thank you very much. ,

Unfortunately, the tax proposal
here protested was finally
adopted. But in the case of nu
merous similar proposals the
outcome is not yet known; that
could depend on you.



Gary McGath

the
Anti-Consumer
Lobby

~~Consumerism" is all around us. We
can see its effects every time we get
into a car that buzzes to demand
that we put on seat belts. We can
see it in legally mandated warnings
and warranties. It also affects us in
less obvious ways, such as the im
possibility of buying goods that do
not satisfy the requirements of ~~con
sumer protection" laws, and the
higher prices that we pay for the in
clusion offeatures mandated by these
laws.
~~Consumerism," according to

Webster's New Collegiate Dictio
nary, is ((the promotion of con
sumers' interests (as against false
advertising or shoddy goods)." But a
definition such as this is too vague
to be satisfactory. Consumers are
not a separate class of people with

Mr. McGath Is a computer programmer and free-lance
writer In Hollis, New Hampshire.

distinct interests; everyone must
consume in order to live.

It is true, however, that certain
conditions are necessary if people
are to satisfy their own desires for
consumption; and the advocacy of
these conditions could be considered
as ~~promotion of consumers' inter
ests."

The necessary precondition of
consumption is production. Any
thing that is consumed must first be
produced. The person who wishes to
consume, if he is not a parasite, must
produce either the goods he needs or
something to trade for those goods.

In order to benefit from his pro
ductive activity, the individual must
be free to make his own choices. A
person should be free to produce what
he wants, if he is able, or to trade
for what he wants, if someone is
willing to trade with him. No one
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may rightfully interfere with pro
ductive activity, or with a trade to
which both parties have consented,
as long as such activity does not im
pinge on anyone else's rights. Con
versely, a person should not be re
quired to produce or buy what he
does not want. The consumer must
be the ultimate judge of his own
needs and desires. If he is prevented
from exercising his own judgment
on what he wants and doesn't want,
he is prevented from obtaining what
is most valuable to him.

The Conditions for Trade

If trade is to exist, not only com
pulsion but also deception must be
excluded from people's dealings. If
someone accepts a buyer's money in
exchange for goods, and if the seller
fails to deliver what he has prom
ised, he has violated the buyer's
rights and should at least be re
quired to make restitution to him.
Other legal penalties may be appro
priate in the case of deliberate or
habitual default. The buyer is not
entitled to more than what the seller
represents as to functionality or
quality, but he has a right to hold
the seller to an agreement that both
have accepted.

In brief, consumption depends on
production and trade, and these in
turn depend on individual rights. A
person who wishes to help people to
become more effective consumers
should, therefore, be an advocate of

individual rights. Yet what passes
for ((consumerism" today does not
follow such a principle. Rather than
promoting a political-economic en
vironment in which the consumer
can make the best choices for him
self, ((consumerists" take the view
that the consumer is incapable of
making intelligent choices and that
the government must make his de
cisions for him.

Susan B. King, the chairman of
the Consumer Product Safety Com
mission, was quoted in the August
20, 1979 issue of People as saying,
((Changing human behavior is a long
term and difficult problem. That
doesn't mean we shouldn't do all we
can in the meantime to protect us
from ourselves."

In Unsafe at Any Speed, Ralph
Nader declared that ((safety mea
sures that do not require people's
voluntary and repeated cooperation
are more effective than those which
do."

John Kenneth Galbraith, in The
Affluent Society, views the con
sumer as the helpless puppet of the
producer, claiming that ((it is the
process of satisfying wants that cre
ates the wants."

But the consumer is simply the
individual human being, making
choices for himself. According to the
consumerist view, as expressed by
King, Nader, and Galbraith, the
consumer as an individual is help
less to make sound decisions for



1981 THE ANTI-CONSUMER LOBBY 145

himself. They believe that the gov- prived of freedom of choice in order
ernment, or «society," must make to protect such people from their
decisions for him. own irresponsibility.

A Doctrine of Contempt

Consumerism, as the term is used
today, means a specific view of the
consumer and his interests: the vie~;v

that the consumer is not the be8t
judge of his own interests, that he
must be protected from himself by
having.his choices restricted. Only
in the light of this view can consunl
erism be regarded as ((promotion of
consumers' interests." Whatever va
lidity such a view might have, it is
a doctrine of contempt for the con
sumer.

The consumerist view is not sinl
ply that product choices are too conl
plex for the consumer. They would
not speak of protecting people froIn
themselves, or bemoan the need for
voluntary cooperation, if their COIl

cern were the sheer difficulty of
gathering a mass of information an.d
digesting it. Rather, the consumer
ists hold that even when a consumer
is presented with a plain, rational
explanation of what the best choi(~e

is for him, he will not make that
choice.

But people do have the power to
think. If someone refuses to face the
facts and choose accordingly, it is
not because he was helpless, but be
cause he defaulted on his responsi
bility to think. There is no reason
why the rest of us should be dle-

The Consumer Is Injured

Since only the individual can be
the ultimate judge ofwhat is ofvalue
to him, he is injured every time the
consumerists act to ((protect" him.
The consumer must make trade-offs
based on his own values when he de
cides what to buy. Consider, for ex
ample, a choice among products with
different levels of safety protection.

The consumer may decide to buy
the product with the most thorough
protection against accidents. But he
must then pay for this protection, ei
ther through a higher price, or by
giving up other features. (For ex
ample, he might want to buy a lawn
mower that shut itself off whenever
he let go of the handle. But having
suc,h a feature added would cost
money, and it would deprive him of
the convenience ofbeing able to walk
away from the mower and leave it
running.) Alternatively, he may
prefer to forgo some safety features,
accepting an increased risk in order
to save his money for something else.
Or he may regard the safety fea
tures as unnecessary in the light of
his own skill and prudence.

Since the money he is spending is
his own, the choice of how to spend
it is rightfully his. By·forcing a par
ticular choice on him, his ((protec
tors" deprive him of the freedom to
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make his own selection. The result
is a loss to him, if he cannot legally
buy what he would prefer.

There are, to be sure, people who
benefit from consumerist legisla
tion. The beneficiaries are the peo
ple who want the goods mandated
by that legislation. In a free market,
there may not have been enough de
mand for those goods to spur anyone
to produce them. But once the law
states that only those goods (e.g.,
only lawn mowers with automatic
shutofl) may be produced, they will
be produced and sold. Those who
wanted those goods will indeed ben
efit-but their advantage is gained
at the cost of everyone else's free
dom of choice.

This loss of freedom affects two
groups ofpeople-those who want to
buy the forbidden goods, and those
who had produced such goods for
sale. While this article has focused
on the fact that consumerism. pre
vents people from buying what they
want, it should not be forgotten that
the most direct victims of consum
erism are the people who are pre
vented from selling what they had
been producing. The laws that give
the consumerists what they want of
ten mean financial loss or worse to
the businesses that had been pro
ducing what the consumerists do not
want, and unemployment to the em
ployees of those businesses.

In a free market, consumers ~ust
compete for the time and resources

of producers; the consumers whose
willingness to pay offers the great
est profit to the producers will have
their desires met most readily. The
consumerists, on the other hand, seek
to corner the market by means of
legalized compulsion, so that only
what they want may be produced.
Most people would condemn a busi
nessman who lobbied for laws forc
ing people to buy only his products;
but a consumerist who lobbies for
laws forcing businessmen to sell only
what he wants is no better.

Those Gains Are III-Gotten
that Rest on Compulsion

There are businesses, as well as
consumers, that benefit from con
sumerist legislation. The businesses
that are best able to adapt to such
legislation may find their competi
tors weakened or wiped out by the
costs of compliance, allowing the
survivors to gain a larger market.
But this is an ill-gotten gain, won
by means of compulsion.

Consumerists use compulsion to
influence consumers; but it is also
possible to influence consumers by
appealing to their minds. Consum
erism should not be confused with
the desire to provide consumers with
better information and help them
make better choices. Informing a
person, and compelling him, are ac
tions based on two very different es
timates of his capacities. If he is in
capable of making his own choices
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intelligently, then there is no use in
trying to inform him. At best, hE~

will only absorb recommendations
without understanding the reason··
ing behind them; and the first glam··
orous ad he sees will probably makE~

him forget them altogether. If, on
the other hand, he is capable of
judging products when he is ade··
quately informed, then he has no
need to be protected against his own
judgment.

In fact, the popularity and useful-·
ness of consumer-information pub··
lications gives the lie to the consum··
erist claim that people are incapablE~

of making sound choices on their
own. A person does not have to be
an expert on every product he buye;
in order to choose intelligently; the
consumer-information publications
provide him with the advice of ex··
perts at a low price. By taking thie;
advice into account, along with hie;
own observations of the product and
his knowledge ofthe manufacturer'e;
reputation, he can choose what ie;
best for his own needs.

Critics of consumerism often try
to attack it by debating the merits
of specific product proposals-for ex
ample, the degree ofrisk and protec
tion entq,iled in putting air bags into
cars. But the point on which the con
sumerists should be challenged is
not their preference for certain fea
tures, but their desire to make such
preferences compulsory. This re
quires challenging their political
premise that the government should
use compulsion to prevent people
from making allegedly bad choices.
Challenging their politics, in turn,
requires challenging their psycho
logical premise that people are in
capable of choosing rationally for
themselves.

The society in which people have
the greatest opportunity to obtain
what they properly desire is not one
that places their actions under the
rule of authority, but one in which
they are free to make their own
choices. The principle on which such
a society is based is not «consumer
ism," but individualism. ,

IDEAS ON

LIBERTY

Competition and Choice

IF producers can't produce what they please-and if you and I can't
patronize whom we chooSE~-obviously we have all been. deprived of
freedom of choice. When you get right down to it, there are only two
ways we can ever be deprived of freedom. And both of them involve
government in one way or another-either positively by laws against
freedom of choice, or negatively by the government's refusal to' stop
gangsters who interfere with our freedom to choose.

DEAN RUSSELL



Frank ChodoroY

THE DOGMA OF OUR TIMES

WHAT history will think of our times ery branch of thought and, as ideas
is something that only history will have a way of doing, has become in
reveal. But, it is a good guess that it stitutionalized. Perhaps the most
will select collectivism as the iden- glaring example is the modem ori
tifying characteristic of the twen- entation.of the philosophy of educa
tieth century. For even a quick sur- tion. Many of the professionals in
vey of the developing pattern of this field frankly assert that the pri
thought during the past fifty years mary purpose of education is not to
shows up the dominance of one cen- develop the individual's capacity for
tral idea: that society is a transcen- I learning, as was held in the past,
dent entity, something apart and' but.to prepare him for a fruitful and
greater than the sum of its parts, CChappy" place in society; his incli
possessing a suprahuman character nations must be turned away from
and endowed with like capacities. It himself, so that he can adjust him
operates in a field of its own, ethi- self to the mores of his age group
cally and philosophically, and is and beyond that to the social milieu
guided by stars unknown to mor- in which he will live out his life. He
tals. Hence, the individual, the unit is not an end in himself.
ofsociety, cannot judge it by his own Jurisprudence has come around to
limitations or apply to it· standards the same idea, holding more and
by which he measures his own more that human behavior is not a
thinking and behavior. He is neces- matter of personal responsibility as
sary to it, of course, but only as a much as it is a reflection ofthe social
replaceable part of a machine. It fol- forces working on the individual; the
lows, therefore, that society, which tendency is to shift onto society the
may concern itself paternalistically blame for crimes committed by its
with individuals, is in no way de- members. This, too, is a
pendent on them. tenet of sociology, the increasing

In one way or another, this idea popularity of which, and its eleva
has insinuated itself into almost ev- tion to a science, attest to the hold
148
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collectivism has on our times. ThE~

scientist is no longer honored as a
bold adventurer into the unknown:,
in search of nature's principles, but
has become a servant of society, to
which he owes his training and hiB
keep. Heroes and heroic exploits are
being demoted to accidental out··
croppings of mass thought and
movement. The superior person, thE~

self-starting ctcaptain of industry,"
the inherent genius-these are fic··
tions; all are but robots made by so··
ciety. Economics is the study of ho\\r
society makes a living, under its own
techniques and· prescriptions, not
how individuals, in pursuit of hap··
piness, go about the making of a liv··
ing. And philosophy, or what goeB
by that name,has made truth itself
an attribute of society.

Activating the State

Collectivism is more than an idea"
In itself, an idea is nothing but a toy
of speculation, a mental idol. Since:,
as the myth holds, the supraper··
sonal society is replete with possi··
bilities, the profitable thing to do is
to put the myth to work, to energizE!
its virtue. The instrument at hand
is the state, throbbing with political
energy and quite willing to expend
it on this glorious adventure.

Statism is not a· modern inven··
tiona Even before Plato, political
philosophy concerned itself with th€~

nature, origin, and justification of
the state. But, while the thinkers

Frank Chodorov (1887-1966) aptly titled
his last book Out of Step: The Autobiogra
phy of an Individualist. By way of the Henry
George School of.Social Science in New
York City, then editor of his own journal,
analysis, before its merger with Human
Events, Chodorov came to Irvington as ed
itor of The Freeman in 1954 and 1955.

This essay first appeared in the June
1956 issue of The Freeman, later as the
introduction to The Rise and Fall ofSociety
and now included in Fugitive Essays, se
lected writings of Frank Chodorov com
piled, edited and with an introduction by
Charles H. Hamilton. (Liberty Press, 7440
North Shadeland, Indianapolis, Indiana
46250), 1980. 430 pages; $9.00 hard
bound; $4.00 paperback.

This 1956 commentary is well worth re
considering twenty-five years later.

speculated on it, the general public
accepted political authority as a fact
to be lived with and let it go at that.
It ·is only within recent times (ex
cept, perhaps, during periods when
church and state were one, thus en
dowing political coercion with di
vine sanction) that the mass of peo
ple has consciously or implicitly
accepted the Hegelian dictum that
((the state is the general substance,
whereof individuals are but the ac
cidents." It is this acceptance of the
state as ((substance," as a supraper
sonal reality, and its investment with
a competence no individual can lay
claim to, that is the special charac
teristic of the twentieth century.

In times past, the disposition was
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to look upon the state as something
one had to reckon with, but as a
complete outsider. One got along
with the state as best one could,
feared or admired it, hoped to be
taken in by it and to enjoy its per
quisites, or held it at arm's length
as an untouchable thing; one hardly
thought of the state as the integral
of society. One had to support the
state-there was no way of avoiding
taxes-and one tolerated its inter
ventions as interventions, not as the
warp and woof of life. And the state
itself was proud of its position apart
from, and above, society.

The present disposition is to liq
uidate any distinction between state
and society, conceptually or institu
tionally. The state is society; the so
cial order is indeed an appendage of
the political establishment, depend
ing on it for sustenance, health, ed
ucation, communications, and all
things coming under the head of (<<the
pursuit of happiness." In theory,
taking college textbooks on econom
ics and political science for author
ity, the integration is about as com
plete as words can make it. In the
operation of human affairs, despite
the fact that lip service is rendered
to the concept of inherent personal
rights, the tendency to call upon the
state for the solution of all the prob
lems of life shows how far we have
abandoned the doctrine of rights,
with its correlative of self-reliance,
and have accepted the state as the

reality of society. It is this actual
integration, rather than the theory,
that marks the twentieth century
off from its predecessors.

No Questions Asked

One indication of how far the in
tegration has gone is the disappear
ance of any discussion of the state
as state-a discussion that engaged
the best minds ofthe eighteenth and
nineteenth centuries. The inade
quacies of a particular regime, or its
personnel, are under constant at
tack, but there is no faultfinding
with the institution itself. The state
is all right, by common agreement,
and it would work perfectly if the
«right" people were at its helm. It
does not occur to most critics of the
New Deal that all its deficiencies

.are inherent in any state, under
anybody's guidance, or that when
the political establishment garners
enough power a demagogue will
sprout. The idea that this power ap
paratus is indeed the enemy of soci
ety, that the interests of these insti
tutions are in opposition, is simply
unthinkable. If it is brought up, it is
dismissed as «old-fashioned," which
it is; until the modern era, it was an
axiom that the state bears constant
watching, that pernicious proclivi
ties are built into it.

A few illustrations of the temper
of our times come to mind.

The oft-used statement that «we
owe it to ourselves," in relation to
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the debts incurred in the name of
the state, is indicative of the ten
dency to obliterate from our· COIll

sciousness the line of demarcation
between governed and governors. It
not only is a stock phrase in econom
ics textbooks, but is tacitly accepted
in many financial circles as sound in
principle. To many modern bankers
a government bond is at least a.s
sound as an obligation of a private
citizen, since the bond is in fact· an
obligation of the citizen to pay taxes.
Those bankers make no distinction
between. a debt backed by produc
tion or productive ability and a debt
secured by political power; in the fil
nal analysis a government bond is a
lien on production, so what's the dif
ference? By such reasoning, the in
terests of the public, which are al
ways centered in the production of
goods, are equated with the preda
tory interests of the state.

In many economics textbooks,
government borrowing from citil
zens, whether done openly or by
pressure brought upon the banks to
lend their depositors' savings, is ex
plained as a transaction equivalent
to the transfer of money from one
pocket to another, of the same pants;
the citizen lends to himself what he
lends to the government. The ratio
nale of this absurdity is that the ef
fect on·the nation's economy is the
same whether the citizen spends his
money or the government does it for
him. He has simply given up his

negligible right of choice. The fact
that he has no desire for what the
government spends his money on,
that he would not of his own free
will contribute to the buying of it, is
blithely overlooked. The H same
pants" notion rests on the identifi
cation of the amorphous ttnational
economy" with the well-being of the
individual; he is thus merged into
the mass and loses his personality.

"We Are the Government"

Of a piece with this kind of think
ing is a companion phrase, ttWe are
the government." Its use and accep
tance are most illustrative of the
hold collectivism has taken on the
American mind in this century, to
the exclusion of the basic American
tradition. When the Union was
founded, the overriding fear of
Americans was that the new.gov
ernment .might become a threat to
their freedom, and the framers of
the Constitution were hard put to
allay this fear. Now it is held that
freedom is. a gift from government
in return for subservience. The re
versal has been accomplished by a
neat trick in semantics. The word
«democracy" is the key to this trick.
When one looks for a definition of
this word, one finds that it is not a
clearly defined form of government
but rather the rule by «social atti
tudes." But, what is a ttsocial atti
tude"? Putting aside the wordy ex
planations of this slippery concept,
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it turns out to be in practice good
old majoritarianism; what fifty-one
percent of the people deem right is
right, and the minority is perforce
wrong. It is the general-will fiction
under a new name. There is no place
in this concept for the doctrine of in
herent rights; the only right left to
the minority, even the minority of
one, is conformity with the domi
nant usocial attitude."

If ((we are the government," then
it follows that the man who finds
himself in jail must blame himself
for his plight, and the man who takes
all the tax deduction the law allows
is really cheating himself. While this
may seem to be a farfetched reductio
ad absurdum, the fact is that many
a conscript consoles himselfwith that
kind of logic. This country was
largely populated by escapees from
conscription-called ((czarism" a
generation or two ago, and held to
be the lowest form of involuntary
servitude. Now it has come to pass
that a conscript army is in fact a
((democratic" army, composed of men
who have made adjustment with the
((social attitude" of the times. So does
the run-of-the-mill draftee console
himselfwhen compelled to interrupt
his dream of a career. Acceptance of
compulsory military service has
reached the point of unconscious
resignation of personality. The in
dividual, as individual, simply does
not exist; he is of the mass.

This is the fulfillment of statism.

It is a state of mind that does not
recognize any ego but that ofthe col
lective. For analogy one must go to
the pagan practice of human sacri
fice: when the gods called for it, when
the medicine man so insisted, as a
condition for prospering the clan, it
was incumbent on the individual to
throw himself into the sacrificial fire.
In point of fact, statism is a form of
paganism, for it is worship of an
idol, something made by man. Its
base is pure dogma. Like all dogmas
this one is subject to interpretations
and rationales, each with its coterie
of devotees. But, whether one calls
himself a communist,socialist, New
Dealer, or just plain ((democrat," each
begins wit~ the premise that the in
dividual is of consequence only as a
servant of the mass-idol. Its will be
done.

There are stalwart souls, even in
this twentieth century. There are
some who in the privacy of their
personality hold that collectivism is
a denial of a higher order of things.
There are nonconformists who reject
the Hegelian notion that ((the state
incarnates the divine idea on earth."
There are some who firmly main
tain that only man is made in the
image of God. As this remnant
these individuals-gains under
standing and improves its explana
tions, the myth that happiness is to
be found under collective authority
must fade away in the light of lib
~~ ,



Roger Ream

I am convinced that the freedom-of·
choice principle is so woven into hu
man existence that any effort to· cur
tail it is an attempt to curtail life it
self. To lose our freedom to choose is
to lose our humanity.

-Bertel Sparks

PERSONAL freedom of choice is an
important aspect of the case for lim
ited government. To the extent that
responsibility for self is surrendered
to or usurped by government-to the
extent that one loses freedom of
choice-the individual is thereby di
minished. The freedom to choose i8
part of the very essence of man.

An assault on the peaceful exer
cise of free choice has been the con
sequence of most government pro-

Roger Ream is Director of seminars of The Foundll
tlon for Economic Education.

grams. Whether advocated by
conservatives, present-day liberals,
or doctrinaire Marxists, all govern
ment activity rests on the power to
coerce. It removes decision-making
power from the individual and vests
it in the hands of the state. This is
an awesome power, best left in the
hands of the many, acting voluntar
ily, than concentrated·in the hands
of those few who would compel obe
dience.

The greatest assault on free choice
has taken place in the economic
sphere, especially in our roles as
consumer, worker, and business
man. This is due to the subtle and
roundabout manner in which the as
sault has taken place. Those quick
to defend the concept of free choice
in the area of civil liberty often fail
to recognize that the concept ex-
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tends to economic liberty as well.
Free choice is free choice, whether it
involves the exercise of religion, the
press, or speech, or whether it in
volves the expenditure of money or
the investment of capital. Unfortu
nately, most businessmen are as
guilty of the failure to recognize this
as are the self-proclaimed protectors
of civil liberties.

Economic Liberty at Stake

When making the case against
government regulation, our argu
ments should not rest solely on cost/
benefit analysis or economic effi
ciency. Rather, the question comes
down ultimately to whether individ
uals-reporters, ministers, artists,
consumers, workers, or business
men-are entitled to exercise peace
fully their freedom of choice. We
must recognize that freedom ofchoice
is not exclusively an issue involving
civil liberty-the concept pertains to
economic liberty as well.

The assault on free choice is easily
recognized when it involves civil lib
erty or where laws specifically pro
hibit certain activities. For in
stance, laws which prohibit church
attendance, require the use of mo
torcycle helmets or safety belts, out
law gambling or ban the sale of lae
trile and other drugs clearly limit
the exercise of free choice by indi
viduals. That such laws restrict the
peaceful exercise of free choice is
difficult to deny. However, govern-

ment regulations aimed at protect
ing or regulating consumers, work
ers, and businessmen likewise
restrict free choice, but do so in a
manner difficult to diagnose. Per
haps if as much emphasis were
placed on the case for free choice in
the economic sphere as is expressed
on behalf of civil liberty, business
men would have greater success de
feating harmful restrictions of their
freedom. Furthermore, it. is just as
important to acknowledge that all
restrictions on businessmen ulti
mately curtail the free choice of con
sumers. As Ludwig von Mises has
written, ((The market economy
capitalism-is a social system of
consumers' supremacy." In a free
market,consumers, by buying or
abstaining from buying, are the pri
mary influence on a profit-seeking
businessman. Restricting free choice
inhibits the businessman's ability to
serve consumers.

The assault on free choice in eco
nomic affairs has been possible pri
marily because of an incomplete
concept of freedom and an ignorance
of the true nature of government. A
clear definition of freedom reveals
the coercive nature of government
activity. Freedom is the absence of
coercion-force or the threat of
force-in peaceful activities. Free
choice, therefore, is the absence of
coercion in the peaceful exercise of
choice. With a proper understanding
of freedom and the nature of govern-
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ment it is possible to examine recent
government programs, recognize the
presence of coercion, and cons,e
quently understand the danger which
threatens the survival of the free
dom-of-choice principle.

Protectionism

One of the most recent exampl4es
of the assault on free choice is the
demand for protection against the
influx of foreign automobiles. In an
effort to protect the owners ofAmer
ican automobile companies and the
jobs of American workers, various
proposals have been made to limit
or regulate the importation of for
eign automobiles. Such a regulation
would strike at the very heart of the
free-choice principle. It would deny
American consumers the freedom to
choose what type of automobile they
wish to drive. It is an anti-con
sumer, anti-free choice proposal. The
American consumer would be as
much of a victim of such a restric
tion as the Japanese producer.

Similarly, all restrictions on frE~e

trade curtail free choice. They take
the decision-making power away
from individuals and vest it in the
hands of the state. The consumer is
denied the freedom to choose how to
spend his money.

A more subtle assault on free
choice occurs in the area of employ
ment. Often under the guise of ((fair_
ness" or ((social justice," legislation
is passed which substitutes compul-

sion for voluntary cooperation and
free choice. But it is neither fair nor
just to prohibit a worker from freely
choosing whether to accept a specific
wage offer. Our minimum wage.laws
deny a worker the choice of selling
his labor for less than a politically
mandated wage rate. 'The govern
ment intervenes and denies both the
employer and the worker the free
dom to choose mutually acceptable
terms of their voluntary and peace
ful relationship. Passing laws which
arbitrarily set ((proper" pay levels
increases conflict in society and shifts
decision-making power away from
willing buyers and sellers of ser
vices over to politicians and special
interest groups.

During the 1980 election cam
paigns, candidates for national of
fice were loudly proclaiming their
undying commitment to social secu
rity. To suggest that saving for re
tirement be voluntary was consid
ered one ofthe worst possible political
blunders. This is an indication of
how far we've wandered from the
principles upon which this nation
was founded. It has become a politi
cal death wish to argue that citizens
should be allowed free choice to de
cide how much-if anything-they
wish to save from their weekly pay
check. Whatever happened to the
individual's unalienable right to his
life, liberty and property? Compul
sion seems to have become a more
cherished principle than free choice.
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Another area where the role of
free choice is often overlooked con
cerns profits. In a free market,profit
and loss derive from consumers ex
ercising their free choice. The con
sumer is sovereign. He decides
whether to buy a Chrysler or a Toy
ota; to purchase from Mobil, Exxon,
or Shell, or to take the bus to work.
Both profits and losses are primarily
a result of the exercise of free choice
by consumers. Ultimately, con
sumers determine which producers
will be rewarded and which will fail.

Assaults on free choice take the
form of coercion and conflict. The
basis of relationships among indi
viduals becomes compulsion rather
than voluntary cooperation.

When wage rates are determined
by mutual agreement of employer
and employee, jobs open up for all
who want to work. Likewise, allow
ing free choice to· determine profit
and loss maximizes consumer satis
faction. Allowing individuals free
choice to save for their retirement is
an effective means to security in old
age. And allowing free choice in trade
means increased harmony among
nations and a higher standard ofliv
ing for all people of the world.

Freedom of choice is a prerequi
site of moral behavior. Herbert
Spencer observed that ((the ultimate
effect of shielding men from the ef
fects of folly is to fill the world with
fools." Abridging freedom of choice,

even the freedom to make mistakes,
will create a world of fools and fail
ing enterprises.

It is important that we respect the
freedom-of-choice principle. Govern
ments, whose proper role is to de
fend this concept, have far too often
been the violator of it. The idea that
people will be better off if their free
dom to choose is restricted is absurd.
It leads to the tyranny of 1984 and
Brave New World. As Aldous Hux
ley warned in the latter book:

((Government by clubs and firing
squads, by artificial famine, mass
imprisonment and mass deporta
tion, is not merely inhumane-it is
demonstrably inefficient. A really
totalitarian state would be one in
which the all-powerful executive or
political bosses and their army of
managers control a population of
slaves who do not have to be coerced,
because they love their servitude."

Upholding the freedom to ·choose
is the alternative to such servitude.
A two-pronged approach ·is neces
sary. Businessmen must emphasize
the role of free choice when defend
ing their profits or opposing govern
ment interventions. And those quick
to proclaim the importance of free
choice in the realm of civilliberty~
if they desire consistency-must de
fend a businessman's exercise of free
choice. Together these forces can
guarantee an increase of freedom
throughout society. i



Joe Cobb

Planning for an Emergency
Let the Market Work!

ON September 30,.1981, the EmE~r

gency Petroleum Allocation Act will
expire. Some members of Congress
and the Department of Energy are
beginning to think about extending
the emergency provisions of the la'w,
or drafting new standby plans. The
National Petroleum Council's COIn

mittee on U.S. emergency prepar
edness has begun work on a study of
the nation's ability to cope with a
cutoff in oil imports between now
and 1985. The war between Iraq and
Iran makes this entire issue new's
worthy, and critical.

The NPC committee is developing
a plan to coordinate industry and
government· in several areas: cur
tailing demand, substituting other
fuels, distributing available sup
plies to priority users, determining
when to tap the Strategic Petroleum
Reserve, and relating U.S. emer
gency planning to obligations under
international agreements.

Although several committE~e

members at a recent meeting made

Mr. Cobb is Director of Economic Analysis with the
Council for a Competitive Economy, 410 First Street,
S.E., Washington, D.C. 20003

strong statements in favor of the
free market, there is an emerging
danger that any such study or plan
will most strongly endorse manda
tory allocations, price controls and
rationing, and will attempt to pre
vent profiteering, speculation, and
black-market trading.· A new study
prepared for DOE by Resource Plan
ning Associates of Cambridge, Mas
sachusetts, came to just such conclu
sions-due to the methodology they
used in their study. This is the re
sult of a common prejudice against
the free market-the belief that it is
capricious and laccidental in its op
erations and that only a deliberately
built structure could possibly be ttra_
tional" or ttequitable" in an emer
gency.

There are several imP9rtant eco
nomic and philosophical issues that
we hope the NPC committee will
note as it completes its study. In
sum, they involve the nature of dis
location, information, motivation,
and equity. Underlying the preju
dice against profits is· a.· misunder
standing about market behavior and
our society's basic coordination pro-
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cess. The free market is an example
of a coordination system in which
millions of people can quickly adjust
their activities to one another with
out the need to know details about
who, what, why, where, and the like.
If a certain price goes up, consumers
are informed, and motivated, to re
duce consumption-and producers
are informed, and motivated, to in
crease production. A higher price
will also attract new producers or
purveyors of substitute products into
the market.

An emergency, such as the sud
den cutoff of oil from the Persian
Gulf, would cause a massive dislo
cation in the American economy. The
OPEC nations have said that their
next embargo would not be targeted
at anyone country because the in
ternational oil sharing agreement
would blunt the effect; so any oil
cutoff would affect the entire indus
trialized world. The problem for the
victims of such a cutoff is to adjust
to the smaller energy supply. What
is the quickest, most efficient, most
adaptable process of economic inno
vation? The unconstricted free mar
ket has proven itself time after time.

Of course, there are political ways
for individuals to adjust to a changed
environment, and there are eco
nomic ways. The political ways are
available only to a privileged class
of people who have the power to in
sulate themselves from the prob
lems and force everyone else to bear

a double burden. In contrast, the
economic ways of adjustment to
changed circumstances ultimately
benefit all members of society; the
poor benefit even more in the long
run because economic opportunity
and growth are not suppressed by
the political authorities in the pro
cess of erecting rigidities and spe
cial privileges for favored, more
powerful groups.

The economic adjustment process
is first and foremost an information
problem. The issue is how to dis
cover the most efficient path away
from the dislocation. Importantly,
the information most. needed to an
swer the millions of specific ques
tions is not centralized in Washing
ton; it is not even statistical
information. Nobel Laureate F. A.
Hayek, in his famous analysis, ((The
Use of Knowledge in Society,"
(American Economic Review, Vol.
35, September 1945, pp. 519-30)
demonstrated that each individual's
perception of economic opportunity
and knowledge of local supply- and
demand conditions is actually more
important than the kinds of data
that government agencies can col
lect. During an emergency, the least
effective thing to do would be to
wait passively until some central
authority gave instructions.

Only the process of a free market,
with scarce resources allowed to
command prices that ipso facto com
municate important data about the



1981 PLANNING FOR AN EMERGENCY 159

urgency of needs and the availabil
ity of supplies, can make effective
and speedy use of the information
that each person has. You only have
to think about the aftermath of a
major hurricane or an earthquake
to understand how important are
the efforts of every individual, and
to appreciate how valuable an effec~

tive communications system can be.
If the supply of imported oil should
be cut off, the price people might be
willing to pay in different cities and
for different uses of the available
domestic supply would be the only
effective mode of communication.
Our experience with Department of
Energy allocation regulations in
1973 and 1979, when motorists
lined up at gasoline pumps, testifies
to the inefficiency of the bureau
cratic non-market.

In planning for an emergency, so
ciety will need the help of every ca
pable person. Not only must each in
dividual's particular knowledge be
available for use, but the motiva
tion to use it must be there. It is
easy for government to take motil
vation for granted because cliches of
duty and patriotism are common coin
in Washington. Yet, as every school
teacher or office supervisor knows,
without real, self-interested moti
vation, people will only pretend to
do what they are supposed to do;
real accomplishment will be mini
mal. Not only should the emergency
preparedness study recommend tha.t

free market prices be used to allo
cate oil supplies, but those who de
liver oil to the market should be
permitted to keep their profits.
Without genuine, after-tax rewards
for producers and suppliers-and
even speculators, who attempt to
predict future requirements (and of
ten lose money)-the free-market·
process won't operate. No amount of
wishful thinking about brotherly love
a.nd self-sacrifice will help bring en
ergy to the people who may need it
most during an emergency.

The dominant theme during an
emergency ought to be: Solving the
problem. The risk, however, is that
greed, envy, and spitefulness will
take over. Some people are going to
be hurt more than others when the
crisis begins. That is the nature of a
crisis-it happens during earth
quakes and hurricanes, and eco
nomic crises are no different. There
is a common view that everyone
ought to suffer equally, or at least
that no one should profit from an
other's pain. This is the logic of price
controls and rationing. It is also the
clever fa~ade under which greed,
envy, and spitefulness operate.

Economics, as a science, can dem
onstrate certain regular conse
quences of policy decisions. The re
sults of price controls and rationing
are shortages and misallocations. In
the wake of shortages and misallo
cations, we usually observe bribery
and corruption also. When the eco-
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nomic process·becomes corrupt, it is
much less efficient because re
sources are diverted from solving
the original problems that con
cerned the policymakers, and much
productive effort is directed instead
toward making the corrupt system
work. Nobody in his right mind
should want to see corruption and
inefficiency, especially during an
emergency.

The question of equity, therefore,
is the most difficult political issue to
resolve. Greed, envy, and spiteful
ness will have advocates who will
worry very little about solving the
long-run problems of the crisis-that
is, adjusting to the economic changes
that are forced upon us. They will
concern themselves, instead, with
questions about redistributing other
people's money and helping partic
ular groups at the expense of others.
Politicians love this sort of game; it
makes them appear valuable both
to special-interest groups and to the
innocent, trusting voters back home.

As we have seen, however, the
long-run problems of the crisis can
only be solved by a free market, and
those active in the market who make
the right decisions will earn finan
cial rewards. The correct expression
of equity, then, is not a matter of
redistributing but of protecting the
honestly earned rewards ofthose who
contribute toward solving economic
problems. After all, ending a crisis
has to be a better solution to the

emergency needs of the poor than
patch-work measures that just make
it easier to suffer.

What specific recommendations
should the National Petroleum
Council make in its report on emer
gency preparedness? One recom
mendation in particular would have
more impact than hundreds of de
tailed plans and descriptions of pe
troleum needs and transportation
facilities. This would be the simple
declaration of public policy that in
an emergency the government will
bind itself to respect the private
property rights of its citizens and
that the courts would enforce the
common law of contracts.

The uncertainties imposed by
government make private planning
impossible; the expectation that
speculative profits would be· out
lawed makes it impossible for the
free market to hedge some of the
risk.

There is no happy medium be
tween government planning and
private planning for a future emer
gency. Government planning crowds
out private planning, just as a fox in
the hen house stops the production
of eggs. The only way the United
States may survive a major energy
emergency between now and 1985 is
to open the way for private planning
and a free market to prepare for
rapid and efficient adaptation to any
cri~~ ,



A FRESH SPIRIT of change is in the
air. It has swept into the Office of
President a man who, as the Gover··
nor of California, has shown his
dedication to the principles of lim··
ited government. It has carried into
ascendancy in the halls of congres8
men who by their records have dem··
onstrated their commitment to sup··
port constitutional principles which
were designed to protect individuall
liberty.

Let us seek the roots of that spirit..
Perhaps we may find the key to cur··
ing what the late Dean Clarence
Manion termed ((Cancer in the Con··
stitution."l

An examination of the Declara··
tion of Independence will produce!

Wesley H. Hmendahl Is Vice President and Dlrectol'
of the Economics Division of the Bank of Hawaii.

This article Is from an address of November 19"
1980, before the Hawaii Chapter of the Freedoml!
Foundation at Valley Forge.

w. H. Hillendahl

Reasserting
the Spirit

01'76

several important clues: (((Men) are
endowed by their Creator with cer
tain unalienable rights . . . among
these are life, liberty and the pur
suit of happiness." u ••• to secure
these rights governments are insti
tuted ... deriving their just powers
from the consent of the governed."
Government is to be founded on
principles and its powers organized
in such form ((most likely to effect
safety and happiness."

Men capable of expressing
thoughts such as these had of neces
sity developed an inbred sense of
self-reliance. They were God-fear
ing, Bible-reading people who were
accustomed to taking responsibility
for their own actions. Whence would
they likely receive guidance for these
ideas of liberty? We know they in
variably looked to the Bible as the
source of inspiration and direction.
So let us follow their steps.
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James, the President of the church
at Jerusalem, was eloquent in
translating the spirit of the Old Tes
tament law into Christianity. In
Chapter 1:25 he wrote: ((But whoever
looks into the perfect law of liberty
and abides in it is not merely a
hearer of the word which can be for
gotten, but a doer of the work, and
this man shall be blessed in his la
bor."2 In Chapter 2:11, James ad
monished those who have broken
the commandments: ((You have be
come a transgressor of the law ...
so speak and act as men who are to
be judged by the law' of liberty."3
This clearly denotes that individu
als are to be held responsible for
their choices and actions. Irrespon
sible actions are to be judged accord
ingly.

Paul wrote from Corinth encour
aging the Galatians to maintain
Christian liberty. Chapter 5:1,
((Stand firm therefore in the liberty
with which Christ has made us free,
and be not harnessed again under
the yoke of servitude." In Romans
8:21 we find that servitude is the
bondage of corruption. Then in Gal
atians Chapter 5:13 and 14, ((For my
brethren you have been called to
liberty, only do not use your liberty
for an occasion to the things of the
flesh, but by love serve one another.
For the whole law is fulfilled in one
saying that is: You shall love your
neighbor as yourself." Underlying
liberty is freedom of choice. We are

admonished to make only responsi
ble choices. Our actions should focus
on service rather than on the accu
mulation of wealth as an end in it
self. To live within the laws of the
Commandments also includes the
prohibition of making laws which
institutionalize greed, envy, lust, or
coveting of property. So herein is
the spirit of the law.

The Purpose of Law

As to the purpose of law, we may
turn to the great English judge, Sir
William Blackstone, who said ((The
principal aim of society is to protect
individuals in the enjoyment of those
absolute rights which were vested
in them by the immutable laws of
nature.... The first and primary
end of human laws is to maintain
and regulate those (absolute' rights
of individuals."4 The Frenchman,
Frederic Bastiat, in his pamphlet on
The Law wrote: ((We hold from God
the gift which includes all others.
This gift is life-physical, intellec
tual and moral life.... Life, facul
ties, production-in other words, in
dividuality, liberty, property-this
is man. And in spite of the cunning
of artful political leaders, these three
gifts from God precede all human
legislation, and are superior to it.

((Life, liberty and property do not
exist because men have made laws.
On the contrary, it was the fact that
life, liberty, and property existed
beforehand that caused men to make
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laws in the first place. . . . The law
is the organization. of the natural
right of lawful defense. It is the sub
stitution of a common force for indi
vidual forces.· And this common force
is to do only what the individual
forces have a natural and lawful
right to do; to protect persons, lib
erties, and properties; and to main
tain the right·of each, and to cause
justice to reign over us all."5

Constitutional Law
Power to the People

In the United States Constitution
we find a codification of the Biblical
laws. It provided for the protection
oflife, liberty, property and the pur
suit of happiness. It provided for the
freedom of choice of individuals··with
implied self-responsibility for their
actions,· and the protection of indi
viduals against those who would
abridge or infringe those rights. A
society wherein individuals are free
to choose requires a government
supported willingly by the consent
of the governed. Individuals who
choose to be free must be willing to
support laws which protect the rights
of all others who choose to be free.
This constitutes a free and open so
ciety wherein each can choose to
serve God and mankind in the ways
of his own choice, free from the will
of others.

At the same time, the men who
drafted the Constitution accepted the
fact that individuals are corrupt-

ible. They are subject to temptation;
they can be envious, and greedy;
they may steal, or covet property.
As someone has said, each man has
his price, and it is indeed a rare in
dividual who is totally incorrupt
ible, given the opportunity to gain
power. So their principal concern
was how to develop a legal frame
work that would prevent corruptible
individuals or groups from acquir
ing power to infringe on the rights
of other individuals. The key word
is power. The division of power,
fragmentation of power, and the
checks and. balances of power ex
tend through the entire fabric of the
Constitution. A horizontal division
ofpower was provided in the form of
legislative, executive and judicial
separation. A vertical division of
power appears in the form of the
federal, state and local govern
ments. The goal was to limit oppor
tunities to concentrate powers taken
from the people.

Limiting the Government

The Bill ofRights includes a set of
specific ttthou shalt nots" which were
designed to constrain the federal
government from infringing on spe
cific individual rights. In substance,
the Constitution is a document which
was designed to hold in chains the
powers and authority of the federal
government along with th9se who
would use government to further
their own ends.
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For such a system to survive re
quires a continual effort toward
maintaining the distribution and
balance of power at all times. Dur
ing a speech in Ireland on July 10,
1790 John Curran warned, ttThe
condition upon which God hath given
liberty to man is eternal vigilance."

The guarantees of ttfreedom to"
to choose, to try and to fail-can
only be made under a government
which is restricted from interfering
with individual choices. In contrast,
the constitution of the Soviet Union
and the United Nations charter are
vehicles of unlimited power. Their
goals of ttfreedom from"-from war,
disease, want, unemployment and
the like-can only be enforced by an
unlimited central authority and bu
reaucracy.

Being aware that neither the
Constitution nor statutory law can
ever change the nature of man, nor
force him to be what he cannot or
will not be, we may ask how suc
cessful were the framers of the Con
stitution. We live in an imperfect
world. It is an imperfect Constitu
tion and. we are imperfect individu
als. Yet for nearly two centuries with
freedom of opportunity the people of
the United States increased their
standard of living more rapidly than
did those of any other nation in the
world. Given the choice, the acid
test is whether one would rather
live in the United States or some
where else in the world. The vast

influx of legal and illegal aliens
speaks for itself.

The Problems of Government
Man Was Made Vain

Yet we are troubled today; infla
tion, unemployment, economic in
stability, housing shortages, high
taxes, high interest rates, are but a
few of our problems. How do the con
ditions underlying the problems of
today compare with the concerns and
grievances of the Founding
Fathers? Let's look again at the
Declaration ·of Independence. The
signers were concerned about
ttrelinquishing the rights of repre
sentation in the legislature." Today
we are concerned about centralized
government and administrative law.

In 1776 they were concerned about
being ttexposed to dangers of inva
sion from without and convulsions
from within." Increasing numbers
are concerned about our defense
posture today and the problems of
internal unrest.

They complained that tJudges were
dependent on the will (of the King)
for tenure of their offices." Today's
judges are political appointees who,
to a significant extent, legislate ac
cording to their ideologies rather
than seek precedent for decisions.

The Founders were concerned
about tta multitude of new offices,"
and we are concerned about bur
geoning bureaucracy.

They were concerned about ttim_
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posing taxes without our consent."
Who isn't concerned today about high
taxes, consent or otherwise?

They were concerned about ((de_
prived ... benefits of trial by jury."
Today administrative law has gone
a long way to the same end, and has
altered fundamentally the forms of
government.

They complained about exciting
((domestic insurrections among· us."
Today who is not concerned about
crime and personal safety? The very
survival ofour system is threatened
by the encroachment of a totalitar
ian ideology.

Are we not faced again today with
the problems of 200 years ago? We
are in fact encountering an ageless
collision·with a destructive ideol
ogy. Paul wrote in his letter to the
Romans 8:20, 21, ((For man was made
subject to vanity..." (Definitions of
vanity include, ((inflated pride of
one's self," or ((emptiness, worthless
ness." We may ponder the signifi
cance of this polarity of meaning.)
((For man was made subject to van
ity, not willingly, but by reason of
him who gave him free will in the
hope that he would choose rightly.
Because man himself shall be deliv
ered from the bondage of corruption
into the glorious liberty of the Chil
dren of God."

Or perhaps more clearly, man (of)
himself shall be delivered ... Man
only by his own choice of responsi
ble thoughts and actions can achieve

the soul growth that is required to
achieve grace, and entrance into the
Kingdom of God.

But in fact, has he chosen
((rightly"? In spite of the command
ment uThou shalt not covet thy
neighbor's property," we have per
mitted laws to be passed which,
taken all together, confiscate almost
half of our neighbor's property via
taxes in the vain concept of doing
good. These vain thoughts manifest
in a number of syndromes:

• The ((welfare" syndrome which
enforces the privilege of the few at
the expense of the rights of the in
dividuals who constitute the body
politic.

• The ttfree lunch" syndrome which
looks on dollars sent from Washing
ton as free. If we don't get them
someone else will.

• The ((meddling in the affairs of
others" syndrome in which individ
uals feel compelled to attempt to
solve the problems of others rather
than minding their own business
and concentrating on solving their
own problems.

• Similarly, the ((let George do it"
syndrome considers today's prob
lems to be too complex to be solved
equitably at the state or local level
they must be sent to Washington.

• The ((exploitation" syndrome in
which the producers in society are
held to have victimized those less
stationed. Therefore the producers
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must be chained with regulations
and their ill-gotten profits must be
taxed away.

• The tcvictims of society" syn
drome maintains that criminals are
the innocent victims of society-they
cannot be held responsible for their
crimes or misdeeds; therefore they
must be pampered and ttrehabili
tated" rather than punished, while
many live in fear that they may be
the next victims.

• Finally, the tthomogenized milk"
syndrome which is destroying all
natural affinity groups and is forc
ing all people to live and work to
gether on the basis of a ttsocial ad
justment"·formula of equality based
on race, color, creed, or whether one
fancies dogs, cats, horses or white
rats.

These syndromes are all manifes
tations of an ideology that is anath
ema to liberty. They reflect the atti
tude of those who lack faith in the
ability of each individual to solve
his or her own problems; hence, a
forced redistribution of society is
necessary to overcome maladjust
ments.

The thermometer of a redistribu
tive society is what? Inflation. Infla
tion is a measure of the maldistri
bution of wealth via government
no more, no less. The underlying
motivating forces and the mechan
ics of inflation are complex and
widely misunderstood. Yet no one in

good conscience can deny the neces
sity to help those who are in a con
dition of misfortune. However, to
day much redistributed wealth is
going to those who have established
vested positions of privilege. The
consequence is that regardless ofhow
legitimate a given cause may be,
the total burden of aggregate causes
on the nation has exceeded the car
rying capacity of its productive re
sources to the point where inflation
is an unavoidable condition. The
problem goes far deeper than any
transient federal administration, its
roots extend back through decades.
Inflation is the manifestation of vain
thoughts and ideas applied cumula
tively since the Civil War. It repre
sents the misapplication of free will
and an accumulation of a vast num
ber of wrong choices.

The Redistribution of Power

What have been the mechanics of
change wherein these false doc
trines have gained ascendancy?

Dr. Cornellius Cotter, Professor of
Political Science at the University
of Wisconsin, appeared before a spe
cial Senate committee in April,
1973.6 He remarked: ttyou know,
Senator Mathias, it has been said
and, I think wisely so-that if the
United States ever developed into a
totalitarian state we would not know
it. We would not know that it had
happened. It would be all so grad
ual, the ritualism would all be re-



1981 REASSERTING THE SPIRIT OF '76 167

tained as a facade to disguise what
had happened. Most people in the
United States, in official position,
would continue to do the sorts of
things that they are doing now. The
changes would have all been so sub
tle although so fundamental that
people generally would be un
aware."

Senator Church responded, ttThat
is the way it happened in Rome, is it
not?"

Dr. Cotter: ttIndeed."
Senator Mathias: ttNo Roman was

more deferential than Augustus."
Dr. Cotter: ttExactly."
Senator Church: ttAnd kept the

Senate happy, although the Senate
had lost its power."

So this age-old collision of ideas is
producing very subtle changes in the
power structure of the United States.
The mechanism of change involves
power, its balance and the concen
tration. Four simultaneous flows
have been underway for a century:
(1) Power from the Congress to the
Executive Branch, (2) power from
the Congress to the Supreme Court,
(3) power from the states to the fed
eral government, and (4) power from
individuals to the government.

Judicial Abuses

Let's examine some of these flows
of power. First, the Supreme Court.
The Bill of Rights expressly forbids
the federal government to interfere
with the fundamental personal lib-

erties of individuals in this society.
That's clear enough. As an outfall of
the Civil War, the 14th Amendment
was adopted in 1868. This amend
ment forbids the states to interfere
with the rights of the people. How
ever, it had a devious intent, namely
to give Congress control over the
people of the South. But in 1873 the
Supreme Courtthwarted that intent
in the ttSlaughterhouse Cases." For
half a century an ideal situation
prevailed in which both the federal
government and the states were
constrained by the Constitution and
its amendments from interfering
with the liberties of the people.

However, in more recent years a
subtle but profound change has been
effected by the Supreme Court. Dean
Clarence Manion wrote, tt. . . . For
the 32 years of service together on
the Supreme Court, Justices Black
and Douglas have been repeti
tiously citing each other as author
ity for a gross and gratuitous mis
construction of the First and 14th
Amendments."?

ttThe accumulation of these ma
lignant constitutional misconstruc
tions of the first eight amendments
with the 14th has placed a cancer
near the heart of our constitutional
system which is proliferated with
each successive term of the United
States Supreme Court."8 Essen
tially, today the Court has legis
lated its jurisdiction over the rights
of people. by effectively merging the
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Bill of Rights into the 14th Amend
ment and reversing its position in
1873.

The specific consequences of the
Black and Douglas decision were
highlighted in an editorial which
appeared in the San Diego Union:
uThe United States Supreme Court
has returned three more decisions
drastically altering the pattern of
American life.

uFor more than 15 years now the
Court has been steadily rewriting
the laws and reinterpreting the
Constitution to suit the ideological
bias or judicial whims of its mem
bers ...

~~In recent days the Supreme Court
has ridden over states' rights abol
ishing residency requirement for re
lief, sidestepped a ruling in a case of
burning the American Flag, and
placed further restrictions on law
enforcement by freeing a convicted
rapist because the police took his
fingerprints in some legal hocus-po-
cus .

u Court majorities in those 15
years have returned more than 30
decisions .... have brought about
basic and often demoralizing changes
in the fields of politics, criminal pro
cedure, religion, race relations, sub
version and communism, antitrust
laws and obscenity.
~~e Court has told the states how

they are to portion their legisla
tures, granted avowed Communists
the run of defense plants; made a

criminal's confession almost iI.J1pos
sible to use; approved even second
ary school demonstrations against
the South Vietnam war; banned
prayers or reading of the Bible in
public classrooms; ruled that pass
ports cannot be withheld from Com
munists just because they are Com
munists; and held that deserters from
the armed forces, even in wartime,
cannot be stripped of citizenship....

ttIn the notorious Keylishian case,
a majority opinion held that a col
lege professor may not be dismissed
for teaching and advocating, in col
lege, or anywhere, the overthrow of
our government by force and vio
lence ...9 The Court, once the ulti
mate in both prudence and jurispru
dence, is now the darling of the
liberal radicals; it has done for them
what the Congress has refused to
do."1O

This is a most concise summary of
the consequences of the Court's ab
rogation of states' rights and the ju
risdiction of Congress.

Courts Take Charge as
Congress Forfeits Control

At this point, the more perceptive
will grasp the real issue which un
derlies the polarization of the Na
tion concerning the Equal Rights
Amendment. Under the facade of
women's rights, the real objective\is
to deliver the jurisdiction for defin
ing the rights of all individuals into
the hand of a congress which has al-
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ready defaulted its jurisdiction to
the legislative whims of the Su
preme Court. At the heart of the op
position to ERA are those who rec
ognize its passage would give validity
to the Supreme Court's abridgement
of the Bill of Rights, and encourage
further intrusions into the private
affairs of individuals.

As a curtain over these actions, a
myth has been erected which holds
that Supreme Court decisions are
the ((Law of the land." It presumes
that once the Court takes a position
on a case, every similar case would
be adjudged that way. IIi actuality,
each ruling is the ((law of the case."
It is possible for a court, made up of
the same or different justices, to ar
rive at a different interpretation if
it were to rule on a similar case.

Under a second myth, the prevail
ing belief is that Congress has no
control over the Supreme Court,
hence, Congress has no way to re
dress the sorties of the Court into
the legislative arena. Such an al
leged lack of control is far from fact.
Congress enacted the first Federal
Judiciary Act in 1789 and this act
has been employed to apply its un
questioned constitutional power over
the jurisdiction of all Federal courts.

The Congress by a wide margin
recently voted to deny the Supreme
Court the right to spend appropri
ated funds to conduct hearings into
school busing cases, in effect, deny
ing the court jurisdiction.

Dean Clarence Manion held that
a major step will be taken toward
rectifying the consequences of the
Court's unconstitutional decisions
when the Congress restricts, abol
ishes or controls selected types of
appellate jurisdiction of both the
Supreme Court and all other Fed
eral Courts.ll A federal court system
comprised mainly of judges and jus
tic,es who are committed to uphold
ing the original tenets underlying
the Constitution, can do a great deal
to curb the judicial misuses and ex-

. cesses which have prevailed in re~

cent years.

Legislative Abuses

For many decades the Supreme
Court routinely struck down as un
constitutional various acts passed
by Congress which infringed on the
Bill of Rights. However, over the
last two decades the Congress, tak
ing its cue from the Black-Douglas
Supreme Court decisions, has en
acted a number of bills which have
intruded ever-increasingly into those
rights which were originally held to
be out of bounds. These intrusions
are being felt by the public in their
opportunities for employment, work
environment, on the highway, in the
air, while shopping and banking, in
schools, among family relations and
in the home. While obviously ac
complishing some benefits, the bulk
of this legislation has been under
taken in response to the highly vo-
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cal, sometimes rowdy, pressure of
special-interest groups. In the main,
these intrusions have caused vast
numbers of people to become out
raged, resentful and rebellious.

In its attempts to legislate social
justice and equality, the Congress
has cut to the core of the mores of
the incredibly complex but gener
ally balanced and tolerant Ameri
can society.

The wisdom of those who insisted
on including the Bill ofRights in the
Constitution is gradually seeping
into the subconscience of all but the
most hardheaded advocates of re
form by coercion. It would be a wise
Congress indeed that undertook to
reverse or modify these unconstitu
tional intrusions which prior con
gresses have made over the years.

Executive Abuses

The scope of the powers of the ex
ecutive branch has been expanded
enormously, particularly in recent
years. Authority of the office of the
President has increased while de
partments, commissions, boards and
agencies have proliferated.

Professors Cotter and Smith de
termined that the powers entrusted
by Congress to the Executive Branch
can be grouped in four categories:
(1) Powers over persons, (2) powers
to acquire property, (3) powers to
regulate property, and (4) control of
communications.12

Executive Orders: The President

normally employs Executive Orders
to·implement the effi~ientconduct of
the daily routines of the office. 13

However, several presidents have
employed Executive Orders to con
duct international relations and to
effect legislation.

For example, President Roosevelt
used an Executive Order in 1933 to
establish diplomatic relationships
with the Communist regime in Rus
sia at a time when it was unlikely
that such action by Congress would
have been supported by a consensus
of the people.

Under the pressure of time, the
President has employed emergency
orders properly in the declaration of
national emergencies. However, one
would believe that matters as basic
as the legal framework for the con
duct of government under such na
tional emergencies would be given
extensive examination by the Con-'
gress in the process of passing suit
able laws. Such is not the case.

President John F. Kennedy issued
a series of Executive Orders in 1962
which established a comprehensive
legal framework to deal with any
national emergency as defined by
the President or the Congress.14 On
its face, this would appear to have
constituted an unwarranted intru
sion into the legislative process.

On October 11, 1966 President
Lyndon Johnson issued Executive
Order 11310 which continued the
process by transferring the author-
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ity granted under the emergency or
ders from the Office of Emergency
Planning to the Department of Jus
tice.

President Richard Nixon also gave
attention to updating the emer
gency orders while in office.

Early in the 1970s Congress be
came sufficiently concerned about
the existence of national emergen
cies· that the.Senate established a
Special Committee on the Termina
tion of the National Emergency.15
This led in 1976 to the passage of
the National Emergencies Act.16 This
act terminated all existing declared
emergencies and established proce
dures and limits for the declaration
of future national emergencies.

The matter took on new impetus
when, on July 20, 1979, President
Jimmy Carter issued two new Ex
ecutive Orders:

(1) E.O. 12148 Federal Emer
gency Management, which autho
rized a thorough overhaul of both
civil and war emergency procedures
and placed them under a newly cre
ated Federal Emergency Manage
ment Council.

(2) E.O. 12149 Federal Regional
Councils, which established coun
cils for ten standard federal regions,
their principal function being to im
plement federal programs.

Taken separately or together these
Executive Orders provide wide
ranging ramifications when ana
lyzed from the point of view of the

powers delegated to these Councils.
While these structures may be
thought of as logical provisions for
the implementation of federal pol
icy, increasing numbers of states are
taking the position that Regional
Councils constitute a major intru
sion into their autonomy.17

Such widespread reaction would
lead one to conclude that a deep tift
has developed in the power struc
ture as a consequence of the thrust
underlying these Executive Orders.
As a consequence of these and other
Executive Orders, a broad review by
Congress of their use and abuses
should lead to establishing guide
lines which define appropriate uses
of Executive Orders by the Execu
tive Branch.

Administrative Law: The myriad
of statutes, regulations and codes by
which the various departments and
bureaus of government administer
their operations under the Execu
tive Branch constitute administra
tive law. In large part they are es
tablished to implement details of
the broad language of the acts of
Congress. These regulations are es
sential to the smooth and orderly
functioning of government.

Nevertheless, the structure of de
partments which combines execu
tive, legislative, and enforcement or
judicial functions, provides a con
centration of power and authority
which lends itself to potential bu
reaucratic abuses. Among many
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The history of liberty is a history of
the limitation of governmental power,
not the increase of it. When we re
sist, therefore, the concentration of
power, we are resisting the pro
cesses of death, because concen
tration of power is what always pre
cedes the destruction of human
liberties.

-Woodrow Wilson

possible examples, congressional
hearings have revealed that the de
tailed statutes developed in admin
istering the Occupational Safety and
Health Act (OSHA) went far beyond
the intent of the act, and provided
the basis for executive abuses and
deliberate harassment, .in particu
lar of small business. Many are
aware of instances in which the An
titrust Division of the Justice De
partment, using the charge of con
spiracy and restraint of trade, has
imposed fines and/or jail sentences
though the accused firms and their
officers were innocent. These firms
chose to make payment under a plea
of nolo contendere because the legal
fees required to establish their in
nocence would exceed the fine.

Administered properly, govern
ment agencies should facilitate trade
and commerce, and protect the var
ious interests of the people. At best,
administrative law can only regu
late, prohibit, or constrain individ-

uals or groups from imposing on the
rights of others. However, in in
creasing numbers of cases the bu
reaucracy has gone far beyond its
legitimate functions. One may find
dozens of magazine and newspaper
articles reciting wasteful or counter
productive bureaucratic. activities,
and arrogant abuses of power.

Today the friction and costs to so
ciety of the bureaucracy have
reached destructive proportions.
These excesses must be brought
again under control. The implemen
tation of reforms is· too broad a sub
ject to address here. A comprehen
sive report by the Heritage
Foundation18 has recommended a
broad platform of reforms to Presi
dent-Elect Reagan ((to roll back big
government." Included are specific
recommendations concerning Exec
utive Orders and administrative law.
Implementation of these recommen
dations should go a long way in res
toring a proper balance of power.

RevitaliZing the American Dream

The foregoing are but a few ex
amples of the restructuring ofpower
which has been achieved during the
last century. They have been se
lected to illustrate the vast depar
ture from the spirit in which the
Constitution was written some 200
years ago. As a consequence, people
in all walks of life-both the provid
ers and the recipients of govern
ment aid-are hurting as they have
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never hurt before. The thermome
ter-inflation-shows that the wa
ters of our economic and political
environment -are approaching the
boiling point. Not one amongst us is
immune to the heat.

In the face of these adversities, a
new spirit is emerging in the land.
The new religious revival extending
from neighborhoods to nationwide
television is a new expression of the
old Spirit of '76. People are going
back to basics. They are thinking,
questioning, and organizing.19

The overwhelming choice by the
electorate of a new administration
dedicated to redressing these abuses
of power is a manifestation of the
revival of the spirit.

The retirement of many congress
men who have aided and abetted
this misdirection of power, together
with the election of other congress
men who affirm the original pre
cepts of the Constitution are further
manifestations of the spirit.

Yet this is only a beginning. We
must not expect miracles from any
administration, nor can any ofus es
cape the painful process of readjust
ment. We are presently in a position
to achieve a victory in this battle.
But the foes in the· ageless war for
the minds ofmen are not to be easily
vanquished. It will require years of
unrelenting effort to overcome the
damages which have been incurred
by the Republic.
. We know in our hearts that cold,

impersonal welfare will never suc
ceed loving charity. Government can
never provide security to replace self
reliance. No government can accom
plish those things we must do for
ourselves ifour souls and spirits are
to expand. If we are to restore the
American dream we must never
again become complacent and allow
ourselves to be overridden by those
who are in a vain quest for false
goals.

Let us again restore the balance
between spiritual and material val
ues. The institutions of church and
state are inseparable, they are as
inseparable as two ends of a rope,
each is a manifestation of the spirit
and substance of society.20 We· may
recall that the spirit of liberty was
heralded from every pulpit during
our Revolutionary War. I maintain
that Spirit of '76 has never really
disappeared, we have simply al
lowed it to become encrusted with
false doctrine.

Paul offered words of encourage
ment: UStand firm therefore in lib
erty with which Christ has made· us
free. Be not harnessed agajn· under
the yoke of servitude .... the bond
age of corruption."·James urged us:
««So speak and so act as men and
women who are to be judged by the
law of liberty." Let freedom-loving
individuals prevail by reasserting
the Spirit of'76. i

See next page for footnotes.
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Dale Haywood

Self-Interest
at

Work

THERE is no need to apologize for the
self-interest of human beings and
the desire to earn a good living that
follows from it. This is simply the
way we are.

In a free enterprise system based
on private property and the profit
and loss system, earning a good liv
ing very frequently translates into
efficiently performing a service or
manufacturing a product which oth
ers value and for which they are
'willing and able to pay.

This was pointed out by Adam
Smith more than 200 years ago in
..An Inquiry Into the Nature and
Causes of the Wealth of Nations:
HEvery individual necessarily la
bours to render the annual revenue
of the society as great as he can. He
g-enerally, indeed, neither intends to
promote the public interest, nor
knows how much he is promoting it
. . . he intends only his own gain,
and he is in this, as in, many other
(~ases, led by an invisible hand to
promote an end which was no part
of his intention."

In sum, most, if not all, new busi
nesses start with someone moti
vated by self-interest being alert to
some problem that others face. A
new business then requires someone
vvith imagination, ability, and cour-

[.r. Haywood is professor of business and finance at
Northwood Institute, Midland, Michigan. He isca-au
thoring with Mr. Lawrence Reed a textbook, When
Men Are Free, from which this chapter is published
by permission.
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age to follow through with practical
solutions to that problem. This was
precisely the case with Roger and
Mary Lou MacGregor's business.

The MacGregor Yacht Corporation

The time was about twenty years
ago. The place was Costa Mesa, Cal
ifornia. The ~~problems" that Roger
MacGregor saw were rising sailboat
prices and rising docking rentals.

For most of his life, Roger had
been around sailboats-building
them and sailing them. Sailboats
were his hobby. While a student at
Stanford University, he 'conceived a
new kind of cruising sailboat with a
retractable keel. The boater who
owns a cruising sailboat with a re
tractable keel can tow his boat on a
trailer behind his car. Thus, he can
store his boat in his own back yard,
thereby saving the cost of docking
and slip rentals.

Starting a new business requires
capital, money with which to buy
(or rent) a building and machinery.
The MacGregors started their busi
ness with $5,000 of their own sav
ings. It is significant that the initial
investment was their savings. In a
private property, profit and loss sys
tem, the owners of private property
at risk normally tend to look after
that property very closely. Investors
proceed cautiously when it is their
savings that are at stake, for any
losses will be their losses.

There was no guarantee that pro-

spective cruising sailboat buyers
would actually buy the kind of sail
boat that Roger conceived and that
the MacGregors' firm manufac
tured. As long as consumers are free
to patronize whomever they please,
there cannot be any such guarantee.
In a free enterprise system, it is the
consumers who are the ultimate
judges ofgoods and services. Through
their buying or not buying a partic
ular product or service, consuiners
detennine which businesses will earn
profits and which businesses will
suffer losses. The consumer is king.
It is not the producer, it is not the
wealthy who guide the economy.
Rather, it is the consumer who is in
the driver's seat.

A Better Product at a Lower Price

The MacGregors knew there was
competition in the sailboat manu
facturing business. They knew that
the way to woo customers was to
come up with a superior boat at a
lower price. And they understood
that if a firm is to sell its products
for less than the competition, it must
have lower costs.

The MacGregors believed that the
retractable keel feature of their boat
made it a better boat than the com
petition's. They sought to cut costs,
and thus to cut the selling prices of
their boats, through the application
of assembly line techniques and the
standardization of parts in the fab
rication of their sailboats. Neither
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the assembly line process nor thei
standardization of parts is new, of
course. But the MacGregors made a.
new application of these familiar
techniques, for historically the!
cruising sailboat manufacturing'
business· has been a custom work.
business.

Reflect on what is happening here.
In pursuing their own interests, the
MacGregors were quietly trans
forming, in a small way, an indus
try geared to serving a select few to
an industry geared more toward
serving a less-select larger group.
Characteristically, this is how many
businesses and industries get started,
and grow in a free enterprise sys
tem.

Division of Labor

Initially, only Mary Lou devoted
full time to Roger's hobby that was
turning into a business. Roger kept
his job at Ford Aerospace and Com
munications CQrporation. But the
MacGregors had correctly judged the
demand for less expensive cruising
sailboats with retractable keels.
Consumers bought more and more
of their boats. When production
reached ten boats per week, Roger
quit hisjob at Ford Aerospace and
joined his wife full time. His hobby
was no longer a hobby. It became a
full-fledged business-the Mac
Gregor Yacht Corporation.

As their business has grown, the
MacGregors have split up some of

its major functions. Roger has re
sponsibility for production and sales.
Mary Lou is responsible for finance
and administration. Economists call
this a division of labor.

The basis for a division of labor is
the difference in the abilities and
the interests of the individuals in
volved. Each individual does what
he or she is relatively more inter
ested in and better able to do. Such
specialization usually leads to each
specialist becoming even more pro
ficient in handling his part of the
business. The greater proficiency
leads to greater productivity. And
relatively high productivity is what
it takes to survive in a competitive
free market.

Retained Earnings Finance Growth

The MacGregors' business is prof
itable. Thus, it has survived. The
profits retained in the business have
provided much of the financing for
the growth of the firm. This is typi
cal of many businesses.

The bulk of the profits of business
do not go for the owner's personal
consumption. Rather, most of those
profits go to finance the growth of
business. And it is thus that the
wealth of many wealthy people gets
tied up in assets that provide jobs,
in assets that multiply the produ~

tivity of the people who use them, in
assets that help generate still more
goods and services for consumers. In
the free enterprise system, much of
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the wealth of wealthy people is in
forms that serve the masses. And
the wealthy person who wants to
preserve or increase his wealth has
an ongoing obligation to see to it
that his wealth continues to be in
forms that serve the masses.

But relatively high profit margins
are short-lived in a system where
there is private property, a free
market, and a profit and loss sys
tem. The top of the heap is a precar
ious position. For example, as com
petitors also adopt the assembly line
and standardization of parts tech
niques that the MacGregors pi
oneered in the sailboat manufactur
ing business, the competitors will be
able to cut their costs too. Then,
they also can cut their selling prices.
And so the MacGregors will lose
whatever competitive advantage
they had because they were the first
to apply these cost-cutting tech
niques to the cruising sailboat man
ufacturing business.

Thus, to hold, to say nothing of
increasing, their share of the mar
ket for cruising sailboats, the
MacGregors are continuously ((un
der the gun." To maintain relatively
high profit margins in a free mar
ket, it is not enough to come up with
one or two new products. It is not
enough to come up with one or two
new ideas or new applications of
ideas for cutting costs. No, to main
tain above average profit margins in
a free market, a businessman must

repeatedly come up with new products
that solve problems or in some other
way appeal to consumers. The busi
nessman must repeatedly come up
with cost-cutting techniques. And
he must do all of this ahead of the
competition. Thus we see why the
free enterprise system is such a
powerful engine for economic
progress.

The Uncertainty and Insecurity in
Freedom

The MacGregor Yacht Corpora
tionhas had a healthy birth and in
fancy. Will this business continue to
prosper and grow? As long as con
sumers are free to buy someone else's
boats (or other goods altogether), no
one can say for sure. The MacGregor
boats with retractable keels may in
spire another generation of sail
boats. Who will have the inspira
tion? There is no way of knowing in
advance. The MacGregor cost-cut
ting techniques may spark another
round of cost-cutting. Who will have
this spark? There is no way ofknow
ing in advance.

Clearly there is a large element of
uncertainty about this firm's future.
In a free society, there is uncer
tainty about the future of all busi
nesses. But this uncertainty and at
tendant insecurity are simply the
consequences of freedom-freedom
of the consumer to buy or not to buy
from a given business; freedom of
existing or potential producers to
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begin, expand, or halt the produc
tion of any item they believe there
is a market for.

Not knowing exactly when or
where or from whom the next idea
for a new or improved product or
new cost-cutting technique will come
has been the source of both much
mischief and of much good.

Not knowing the source of the next
surge of progress tempts some indi
viduals to call for central planning,
for government planning of our eco
nomic affairs. Some individuals seem
to think that not knowing exactly
how the next spark of progress will
come makes life unnecessarily
chancy. Isn't it, they contend, more
rational to ttimprove" on this chancy
situation by methodical central
planning? This line of reasoning is
the source of much mischief.

History has repeatedly shown us
what happens when government
central planning is substituted for
planning by individual consumers
and producers. Central planning
stifles the self-interest motive. It
constricts the spirit inside us that
urges us to strive for the ttgood life."
This kind of planning is at odds with
the nature of man. Although on the
surface it appears that in theory po
litical central planning should elim
inate some of the uncertainty in
freedom and accelerate economic
progress, history clearly shows that
in fact it is a source of instability
and that in fact it retards progress.

Those among us who are tempted
to endorse central planning, be
cause it appears to be the more me
thodical way to progress, might
profitably reflect on the life insur
ance industry. For there is an ele
ment of uncertainty in the life in
surance industry that is in some
ways like the uncertainty of the or
igins of progress in a free society.

Predictable Results

The most capable actuary cannot
specify which particular sixty-year
old men will die next year. But the
actuary studies history. Specifi
cally, he studies the history of male
deaths. He learns from history. He
develops mortality tables. Equipped
with the information in these mor
tality tables, that actuary can very
accurately forecast the percentage
of sixty-year-old men in a large pop
ulation who will die next year.
Knowing this percentage for sixty
year-old men and the corresponding
percentages for men and women of
all ages, he can help his company
confidently proceed with its. busi
ness of insuring the lives ofmen and
women whatever their ages.

Similarly, a study of the history
of free men and women enables us
confidently to proceed in freedom.
Although we cannot accurately fore
cast details of how the free society
will progress, we can confidently
forecast that it will progress. Free
men and women will progress be-



180 THE FREEMAN

cause of the good feature of insecur
ity.

The good feature of insecurity is
that it is a powerful stimulus. For
the best way to cope with insecurity
is to become competent. By ably
serving consumers day in and day
out, productive individuals can do
much to reduce insecurity. Then, in
a society in which there are large
numbers of individuals busy trying
to become more competent and more
productive, the average level of
ability and the average output of

Sharing the Gains

the individuals in that society rises
tremendously. Indeed, the average
ability and output can rise to the
point where the «poor" person in a
free society is much better off than
the ((rich" person in a society that is
not free.

Can the MacGregors, specifically,
sustain their ((track record?" Time
will tell. But as for the record of free
men and women generally, time has
already told. That record is decisive.
Freedom is a condition required for
maximum human progress. ,

IDEAS ON

LIBERTY

All economic gC1rins must be eventually shared. That is a basic principle
of such broad application that it might be called a general (Claw of eco
nomics."

It works this way:
1. All business is done by agreements of some kind.
2. The agreements are voluntary.
3. Nobody agrees to anything unless he finds it in some way to his

advantage.
These add together to make the essential reason why economic well

being is more widely distributed in the United States than it ever has
been in any other country.

For in a free economy, everybody gets a share of the values other
people have to offer. But they also have to share a part of the values
they themselves have to offer.

A million deals, agreements, trades, contracts, and bargains are made
every day in this country. They are all voluntary, and go on the same
principle as that of the most primitive barter between Indians and fur
traders. Both sides gain, or think they "gain.

But because of this principle of sharing, or ~~letting the other fellow
make a profit, too," the free economy is one of history's greatest mecha
nisms for the diffusion of wealth.

HAROLD M. FLEMING



William Blackstone

On the Origin
and Character

of Rights

By the absolute rights of individu..
als we mean those which are so in
their primary and strictest sense;
such· as would belong· to their per..
sons merely in Ii state ofnature, and
which every man is entitled to en..
joy, whether out of society or in it.
... Human laws define and enforce
as well those rights which belong to
a Dian considered as an individual,
as those which belong to him consid
ered as related to others.

For the principal aim of society is
to protect in the enjoyment of those
absolute rights, which were vested
in them by the immutable laws of
nature; but which could not be pre
served in peace without that mutual
assistance and intercourse, which is
gained by the institution of friendly
and social communities. Hence it
follows that the first and primary
end of human law is to maintain
and regulate these absolute rights
of individuals....

The absolute rights of man, con-

sidered as a free agent, ·endowed
with discernment to know good from
evil, and with power of choosing
those measures which appear to him
to be most desirable, are usually
summed up in one general appella
tion and denominated the natural
liberty of mankind. This natural
liberty consists properly in a power
of acting as one thinks fit, without
any restraint or control, unless by
the law of nature; being a right in
herent in us by birth, and one of the
gifts of God to man at his creation,
when he endued him with the fac
ulty of free will.

But every man, when he enters
into society, gives up a part of his
natural liberty, as the price of so
valuable a purchase and, in consid
eration of receiving the advantages
of mutual commerce, obliges him
self to conform to those laws, which
the community has thought proper
to establish. And this species of le
gal obedience and conformity is in-
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finitely more desirable than that wild
and savage liberty which is sacri
ficed to obtain it. for no man, that
considers a moment, would wish to
retain the absolute and uncon
trolled power of doing whatever he
pleases; the consequence ofwhich is,
that every other man would also
have the same power; and then there
would be no security to the individ
uals in any of enjoyments of life.

Political therefore, or civil, lib
erty, which is that of a member of
society, is no other than natural lib
erty so far restrained by human laws
(and no farther) as is necessary and
expedient for the general advantage
of the publick. Hence we may collect
[conclude] that the law, which re
strains a man from doing mischief
to his fellow citizens, though it di
minishes the natural, increases the
civil liberty of mankind; but that
every wanton and causeless re
straint of the will of the subject,
whether practiced by a monarch, a
nobility, or a popular assembly, is a
degree of tyranny; nay, that even
laws themselves, whether made with
or without our consent, if they reg
ulate and constrain our conduct in
matters of mere indifference, with
out any good end in view, are regu
lations destructive of liberty;
whereas if any public advantage can
arise from observing such precepts,
the control of our private inclina
tions, in one or two particular points,
will conduce to preserve our general

Sir William Blackstone [1723-1780],
born in Cheapside, England, trained
in the law, taught, practiced law,
and served for many years as a
Member of Parliament. His four-vol
ume Commentaries became the
most famous exposition of English
law. Had he designed to do so, he
could not have timed its publication
for greater impact on America. Pub
lished in the 1760s,it served Amer
icans not only in its statement of the
natural law doctrine with which to
challenge English control but also
for many years after the Revolution
as the main authority on the com
mon law. Selection extracted from
Commentaries on the Laws of En
g/and, vol. I (Philadephia: J. B. Lip
pincott, 1891), pp. 122-26.

freedom in others of more impor
tance; by supporting that state, of
society, which alone can secure our
independence....

So that laws when prudently
framed, are by no means subversive
but rather introductive of liberty;
for (as Mr. Locke has well observed)
where there is no law there is no
freedom. But then, on the other hand,
that constitution or frame ofgovern
ment, that system of laws, is alone
calculated to maintain civil liberty,
which leaves the subject entire
master of his own conduct, except in
those points wherein the public good
requires some direction or restraint.,



George Reisman

How to
Think About

Economics

THERE IS no subject that more ur
gently needs to be understood in the
world today than economics. Our
well-being, indeed, our very lives,
depend on the production of wealth.
The production of wealth, in turn,
vitally depends on the existence of
the division of labor-the special
ization of tasks.

As an important illustration of
this dependence, consider. the fact
that to the extent there is a division
of labor, there is a multiplication of
the knowledge that is used in pro
duction. In a division-of-Iabor econ
omy, such as that of the United
States, as many specialized bodies
of knowledge enter into production
as there are specializations in em
ployment. On the other hand, in an
economy with relatively little divi
sion of labor, such as that of India,
in which the great majority of peo
ple live as self-sufficient farmers,

George Reisman Is Associate Professor of Econom
Ics at Pepperdlne University In Los Angeles. He Is
the author of a recently published book, The Govern
ment Against the Economy (Caroline House, Ottawa,
illinois, 1979).

This article Is reprinted by permission from the
September 1, 1980 Issue of The Intellectual Activist.

practically all producers possess the
same body of knowledge; and thus
the knowledge that enters into pro
duction is limited essentially to what
one mind alone can hold.

The great majority of people, in
eluding. the great majority of pre
sumably educated people, are not
explicitly aware even of the impor
tance of the division of labor. Still
less are they aware of the fact that
the division of labor has definite re
quirements for its successful func
tioning, indeed, for its very exis
tence. The division of labor can
intensify and flourish, or it can be
largely or even entirely destroyed.
Examples are provided by the rise
and fall of civilizations-such as the
Middle Ages, with its minimal divi
sion of labor, and the last two cen
turies or more, with their great in
tensification of the division of labor.

What happens to the division of
labor is the result of human choices,
specifically, choices of a political na
ture. Acting in their political capac
ity, men have the power to adopt
laws and social institutions that
make possible the growth and suc-
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cessful functioning of the division of
labor, or to adopt laws and social in
stitutions that are incompatible with
the division of labor. The laws and
social institutions of the United
States for most of its history provide
an example of the first kind; those of
the late Roman Empire and the
Middle Ages, an example of the sec
ond kind.

Understanding the Process

In order for men to make intelli
gent choices respecting the division
of labor, they must have knowledge
concerning it. They must know in
principle what the division of labor
accomplishes, what it requires, and
what promotes or impairs it. This
knowledge is provided by econom
ics. Economics is the science that
studies the production of wealth un
der a system ofdivision of labor.

Economics is itself a specializa
tion. It is that specialization within
the division of labor that studies the
division-of-Iabor system. But along
with such subjects as mathematics,
natural science, philosophy, history,
and the classics, economics is some
thing that deserves a prominent
place in the education ofevery intel
ligent person. It must be understood
not only as an important part of the
individual's comprehension of the
universe around him, but in order to
make possible the continued exis
tence of material civilization. For in
the long run, it is the ideas of the

educated public that determine the
laws and social institutions a coun
try adopts. Only if the educated
public has a serious grasp of eco
nomic principles can a country hope
to have or maintain laws and insti
tutions conducive to the division of
labor.

In the absence of such knowledge
of economics, a modem nation like
the United States is in the position
of an ignorant crowd wandering
among banks of computers or other
complex machinery and randomly
pushing buttons here and pulling
levers there. For its people live in
the midst of the division of labor,
their lives depend on it, yet they do
not understand it and are taking ac
tions with respect to it whose effects
they do not comprehend. In just this
way, our contemporaries feel free to
advocate such things as fiat money,
price controls, confiscatory taxation,
and even the abolition of private
ownership of the means of produc
tion altogether-all with no com
prehension whatever of the effects
on the-division-of-Iabor system.

In the absence of a widespread
knowledge of economics among the
educated public, it is only a question
of time before a nation destroys it
self. And that is precisely what the
United States is doing today and
has been doing for some time.

Over the last two centuries, a
number of brilliant books have ap
peared that provide a more or less
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systematic exposition of economics,
starting with Adam Smith's The
Wealth of Nations and continuing
up to Ludwig von Mises' Human Ac
tion, the last edition of which ap
peared in 1966. Unfortunately, for
various reasons, none of these books
is suitable for a beginner.

To make matters worse, there are
simply no decent textbooks of eco
nomics. What passes for economic
texts at the colleges and universi
ties are books written in total igno
rance ofthe contributions ofthe great
economists. Today's textbooks are
an exposition of the ideas of a rela
tive handful of authors: principally,
Marshall, Keynes, and Joan Robin
son, often supplemented with a dose
of Marx and Veblen. The ideas of
the real economists-Smith, Ri
cardo, Say, the two Mills, Mc
Culloch, Bastiat, Senior, Menger,
Jevons, Bohm-Bawerk, and Mises,
to name some of the most impor
tant-are simply ignored.

And when they are mentioned at
all, it is only long enough to dismiss
them with ridicule. For example,
Adam Smith's demonstration of the
existence of a harmony of self-inter
ests in a free society is dismissed as
resting on a postulate of divine in
tervention. Say's Law of Markets,
which demonstrates the impossibil
ity of a general overproduction is
dismissed as claiming that if refrig
erators are brought to Eskimos, they
will be demanded, because ~~supply

creates its own demand." All that
the great economists have proved
'with respect to the role of saving,
the operations of the price system,
the causes of economic progress and
decline, of inflation, unemployment,
and depressions-all this is simply
ignored and evaded in the text
books. And in its place is presented
a loose collection of meandering as
sertions and illogical connections
heavily interspersed with diagrams,
equations, and statistics-all tend
i.ng to the conclusion that economics
and the manifestos of the left-wing
of the Democratic Party are one and
the same.

J' Brilliant Analysis

It is in the light of this back
ground that Henry Hazlitt's Eco
nomics in One Lesson, recently pub
lished in its third edition, must be
appreciated.

Henry Hazlitt is himself a great
E~conomist and ranks among those
whose names I have mentioned. He
possesses a profound and thorough
knowledge of the classics of the sub
ject and of all of its principles and
finer points. He possesses a bril
liantly logical mind and an unsur
passed ability to present the most
complex material clearly and sim
ply, so that almost anybody can un
derstand it. All of these qualities
shine forth on practically every page
of the third edition of Economics in
()ne Lesson. (The third edition does
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not differ in any fundamental way
from the previous editions. The
chapter on rent control, added in the
second edition, has been extended,
and a valuable new chapter has been
added reviewing the course of events
since the publication of the first edi
tion over thirty years ago.)

Economics in One Lesson intro
duces the reader to economics by a
highly stimulating and exciting
method. From the very first page, it
offers a profound challenge to the
ideas that most people hold about
economic activity and to their
method of thinking about it. For ex
ample, most people think ofwar and
destruction as causes of economic
prosperity by allegedly creating ad
ditional demand and employment.
Hazlitt shows clearly and convinc
ingly why this is not so. And in so
doing, he immediately begins to
captivate the reader by overcoming
what must otherwise be horrifying
philosophical contradictions, such as
the desire for both peace and pros
perity.

Tracing the Consequences
Hazlitt states that the essential

lesson of economics, the key to cor
rect thinking about the subject, is
that ~~the art of economics consists
in looking not merely at the imme
diate but at the longer effects of any
act or policy; it consists in tracing
the consequences of that policy not
merely for one group but for all

groups." In teaching this lesson,
Hazlitt widens the intellectual ho
rizons of his readers and teaches
them to think of the effects of things
on the division-of-Iabor system,
something they would otherwise be
unaware of.

In content, Economics in One Les
son covers the highly important
subjects of unemployment, govern
ment spending, taxes, credit, ma
chinery, tariffs, subsidies, the price
system, price and rent controls,
minimum wage laws, labor unions,
inflation, and the function of saving.
Its method is always the develop
ment of economic principles in rela
tion to major economic problems.
There is hardly a page of the book
that does not make several impor
tant points. A fundamental theme of
the book is that the freedom of the
individual peacefully to pursue his
own interests serves both his inter
ests and the longrun interests of all
other members of the economic sys
tem. This is always the specific con
clusion that we see illustrated when
we think as economists.

In my teaching career, I have of
ten used Economics in One Lesson
as an introductory textbook. Several
times, I have used it as practically
the only textbook. And despite its
brevity, I have had no 'difficulty in
discussing its content for an entire
semester. The book is so rich that
even after having read portions of it
many times, I continue to find points
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Economics in One Lesson by Henry Hazlitt
An Arlington House book, 218 pages, fully indexed.
Revised 1979 edition now in paperback.

Also available from:

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

Clothbound
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in it that I had previously over
looked. Moreover, students actually
read the book, understand it, and
change their ideas because of it.

Despite its overwhelming virtues,
there are a few things that I must
criticize concerning the book. Two
points of a theoretical nature are its
failure to incorporate the insight of
the classical economists that the de
mand for labor comes outofsavings,
not consumption, and its failure to
recognize with Bohm-Bawerk and
Wieser that there are important
cases in which cost of production is
the direct determinant of prices,
though never their ultimate deter
minant. In addition, there are occa
sional minor and uncalled for
concessions made to the opponents
of sound economics and capitalism,
which have the effect of sometimes
undercutting the force of the bril
liant arguments advanced, such as

the statement on page 141 concern
ing a need for labor unions to pre
vent workers from being underpaid
in certain cases.

These criticisms notwithstanding,
Economics in One Lesson is a super
lative book. It is the finest introduc
tion to ·economics in existence and
page for page there simply is no
finer book on economics, period. As
I have written elsewhere, Econom
ics in One Lesson has been an inspi
ration and a standard for my own
writings. It has been instrumental
in teaching me not just a valuable
intellectual content, but, no less im
portant, the correct method for
thinking about all economic prob
lems. For the sake of the survival of
material civilization, one can only
hope that the current, third edition
of Economics in One Lesson will be
read by and will influence the think
ing of millions in the years to come.

@



A REVIEWER'S NOTEBOOK JOHN CHAMBERLAIN

Survival
in the

NuclearAge

THE DILEMMA of the libertarian is
that, in his revolt against any reli
ance on the State, he must trust that
Marxist states organized beyond his
own borders will leave him alone.
Laurence W. Beilenson, in a stimu
lating book, Survival and Peace in
the Nuclear Age (Regnery-Gateway,
Chicago, Illinois, 169 pp., $10.95)
has a natural sympathy for the lib
ertarian's position, but he is sure
that simple trust is not enough. To
keep one's enemies at a distance in
the age of the intercontinental bal
listic missile requires a canny mix
ture of what Beilenson calls avoid
ance and deterrence. Avoidance
demands nimble diplomats; deter
rence dictates the spending ofmoney,
which, of course, brings the hated
tax collector into the picture.

Since Mr. Beilenson believes in
188

freedom, he wants to make the best
deal for his country that can be
managed within the bounds of real
ism. As the author of The Treaty
Trap and Power Through Subver
sion he knows that we have always
had wars in the past and, presum
ably, could have them in the future.
When wars do occur, the embattled
governments may follow conven
tions up to a point. But nobody is
going to forswear the use ofa weapon,
no matter how hideous, if, by turn
ing to it, one can insure one's sur
vival. The chances are that nuclear
weapons would come into play in a
war for western Europe the minute
that one side or the other was
threatened with defeat.

Mr. Beilenson doesn't want to give
western Europe to the Communists.
But, on the other hand, he doesn't
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A Flexible Stand

With the two values in mind, we
,1V0uld be forced to rely on the same
type of thinking that has enabled
the followers of Lenin to win victo
ries without risk of premature em
broilment. The Leninists have fol
lowed a double-pronged strategy,
Inixing subversion with opportunist
E~xploitation of occasional revolu
tionary situations. Detente and ((wars
of liberation" are ideologically in
c:ompatible, but when they are sep
arated geographically they have not
resulted in any world-wide ((final
conflict." Mr~ Beilenson doesn't ask
for any foolish consistency from our
policy makers as long as the Rus
sians are permitted their inconsis-

want to see the United States trapped
by its present commitment to pour
conventional forces into a theater
where reliance on convention would
be abandoned practically at the out
set.

a real power center on its own, the
United States will no longer be the
primary target for Soviet ballistic
missiles. Europeans shouldn't object
to this, for with two targets to worry
about, the Soviets would be less in
dined to start anything.

A Policy of Deterrence With American ground forces
Thinking the ((unthinkable," Mr. 'withdrawn from Europe and Asia,

Beilenson calls for an approach that and with Washington matching
accepts nuclear war as the norm in :Moscow ((nuke for nuke," we would
the European theater unless some be combining a minimum offorward
way is to be found to forestall war of . area provocation with a maximum
any kind. Treaties signed with the of reserved menace if, by any chance,
Communists won't help-the Sovi- our diplomacy should fail. Mr.
ets used SALT I as a screen behind Beilenson's proposal creates an odd
which they vastly added to theirnu- perspective. But the perspective ac
clear capabilities. What the United commodates the two values of avoid
States should do is to match the So- ance and deterrence.
viets in deterrence, but with an ef
fort to develop simpler and cheaper
weapons (say the neutron bomb and
the cruise missile). Civil defense
should come into the picture. Then,
having informed the world through
our actions that we mean to defend
ourselves, we should put it up to the
West Europeans to do something on
their own behalf.

Mr. Beilenson would share our
nuclear knowledge and weapons with
the other NATO nations even at the
risk of wide atomic proliferation. The
West Germans should have nuclear
weapons on their own soil. Mean
while our forward garrisons in West
Germany should be reduced over a
five-year period. Once western Eu
rope has been persuaded to become
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tency. His suggested rules amount
to what he calls ((the Lenin Adapta
tion in Reverse." The rules begin
with a statement that ((we are for
peace and we will not go to war to
aid communist dissidents." But ifwe
do not propose to be an ((interna
tional busybody," we should never
theless stand ready to give financial
and other aid to dissidents short of
sending troops.

Angola would have been a good
staging area for the Lenin Adapta
tion in Reverse. Mr. Beilenson thinks
Jimmy Carter acted wisely when he
refused to send American soldiers to
oppose the Cubans in Angola. But
Carter was mistaken when he put
his faith in merely deploring what
Castro had done. In Beilenson's
opinion Carter should have ((sent
American foreign aid for freedom af
ter open announcement. He should
have said bluntly: (The Cubans are
foreign intruders in Africa. To any
Africans willing to kill the Cuban
intruders, the United States will give
cannon. And the weapons we give
will match in quality the Soviet
weapons.' "

This would be giving the Soviets
tit for tat. Our policy of subversion
should be conducted in the open, not
((covertly." It should be just as hon
est as Lenin's own opportunism.

Mr. Beilenson thinks that much
of our so-called strategic thinking in
regard to ((flanks" and ((lifelines" is
based on past wars. To be worried

about the control of the oil ((lifeline"
through the Indian Ocean and
around the Cape of Good Hope is
silly when the real danger is that
the Soviets might close the Persian
Gulf ports by parachute drops and
local coups d'etat. Similarly, it is a
waste of time to be concerned with
the ((northern flank" of Denmark and
Norway in Europe when the real
menace is a nuclear clash in the
West German center.

An Energy Policy

Where Mr. Beilenson's book lets
the reader down is in his failure to
tell us what we can do about energy
while we are trying to move toward
the policy of balancing between
uavoidance and deterrence." It would
be futile to see American troops
taken out of western Europe and
South Korea merely to send them to
Sinai or Oman or Turkey or Saudi
Arabia. However, that looms up as
a dangerous possibility. Threatened
with a gasoline shortage, American
motorists may shortly be importun
ing Congress to commit ((mobile"
forces to the Persian Gulf area.

We need a policy of building
quickly to an energy sufficiency
within the western hemisphere if
((avoidance and deterrence" are to
have a real chance. The hope here is
that free pricing will lead to the dis
covery and exploitation of thou
sands of new gas wells in Louisiana
and the beginnings of ((tertiary re-
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covery" in the oil fields ofWest Texas.
With our cars running and our fur
naces working, Mr. Beilenson's ideas
would have some chance of success.
But ifwe don't have energy we could
be led into some disastrous adven
ture before we have the Udeterrence"
we need. ,

THE COMING VICTORY
by Tom Rose and Robert Metcalf
(Christian Studies Center, P.O. Box 1110,
Memphis, Tennessee 38111 )
192 pages • $6.95 paperback

Reviewed by Roger Ream

THIS BOOK covers a wide range of
subjects, from· economics and public
policy· to religion and tips on how to
raise children. The basic theme of
the book is that liberty is a gift from
God. Men stand as free and self-re
sponsible individuals before God.
ttThe great sin of modern-day Amer
ica is that the people have made the
civil authority their god. Clearly,
the proper role of civil government
in a society of free and self-respon
sible God-created beings is to re
strain and punish evil."

To discover the specifics of what
government should or should not do,
the authors turn to the Bible. A foot
note concerning the energysitua
tion provides an example of the

methodology used: uAmerica's real
shortage-of-oil problem stems from
a faulty theological. approacb. The
problem exists because the· people
are turning to the humanist state as
a secular savior. Only when this false
god-image is set aside and statist
controls are done away with will in
di.vidual initiative be creatively re
leased."

The authors raise some welcome
and provocative questions concern
ing the voting franchise. ttAs the
voting franchise has been broad
ened and broadened, there has grown
an ever-greater demagogic ten
dency for elected politicians to strive
to gain popularity among the broader
voting populace. With promises of
new tbenefits,' politicians find they
ca.n, in effect, buy the votes of those
ci1tizens who have little interest in
maintaining a stable society over
the long haul." The authors suggest
that government might stay within
its proper limits of protecting life,
liberty and property if those .who
vote have a stake in each, i.e., if
ownership of property were a pre
requisite to the privilege of voting.
They suggest ttit is dangerous when
the vote is given to non-propertied
individuals, for their vote often un
dermines property rights." Unfortu
na.tely,. the general nature of the
book permits only cursory exami
na.tion of this controversial subject.

The methodology of the authors
leads them astray in their discus-
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sion of corporate responsibility. They
accept the popular notion that the
limited liability corporation is ((a
fictitious person created by fiat of
the state." Evidently the authors
missed Robert Hessen's able refuta
tion of this myth in his recent book,
In Defense of the Corporation.

The authors interpret their belief
that man is responsible to God to
mean that individuals should not be
able to limit their responsibility to
other men-that limiting liability
in contractual business activities is
wrong. They write, ((The principle
which should guide all business ac
tivity is this: Those who stand to

reap the profits of enterprise should
also stand all the risks involved."
Limited liability, like insurance,
certainly minimizes personal re
sponsibility for risks undertaken, yet
it would exist in any society where
government is properly limited since
it is based on voluntary contract.

The authors ably diagnose many
of the political and economic prob
lems facing the United States. They
correctly trace the cause of these
problems to a spiritual weakness and
suggest a number of ways to over
come the political, economic, and es
pecially the 'moral problems which
plague our civilization. i
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