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PERSPECTIVE

The Politics of Poverty
Political competition depends on the skills and

abilities of the competitors. How then can the
poor, who lack the skills and abilities to compete
successfully in the marketplace, compete in the
political arena? They can't, and therefore they
haven't. After all, if the poor had the skills and at
tributes that are necessary for effective political
action, they would not be poor. Certainly billions
of dollars have flowed through government pro
grams supposedly established to redistribute in
come from the non-poor to the poor, but the poor
did not structure these programs. The middle
class bureaucrats who run these programs, the
consultants and academics who study them, and
the doctors, farmers, and construction contractors
whose services are demanded by them-they are
the ones who share welfare programs and receive
the most benefit from them. For example, in 1984
the federal government spent $344 billion on
transfer payments of which only $80 billion went
to the poor.

The benefits the poor do receive are provided in
such ways as to make them more, rather than less,
dependent on public support. As a result, they are
made worse off in the long run. Current programs
discourage the poor from entering the job market,
and encourage poor husbands to abandon their
families.

The welfare industry is perpetuating itself by
undermining the economic incentives and the fam
ily structure that are so important if the poor are
to develop the skills and attitudes needed to move
up the economic ladder.

The deluge ofgovernment welfare spending has
done nothing to redistribute income to the poor. It
has, however, reduced economic productivity by
requiring greater tax burdens on the private sector
of the economy. The poor don't have a bigger share
of the pie, and because of welfare expenditures,
the pie is smaller than it would have been.

-DWIGHT R. LEE AND ROBERT L. SEXTON,

writing in the October 29,1989,
Orange County Register.



The Black Hole
The government is seizing the thrifts, taking

onto its own books the properties that served as
collateral for defaulted loans. In theory, it will sell
the properties and use proceeds to reduce its de
posit-insurance liabilities. In practice, history sug
gests government ownership is a black hole from
which property never escapes. Office of Manage
ment and Budget attempts to sell assets are rou
tinely defeated. The one notable success, the sale
of Conrail, took years. The government still owns
85 percent of the land in Nevada and 87 percent of
Alaska. Think of it this way: The last time the fed
eral government ever sold anything was the Okla
homa land rush in 1889.

-from an editorial in the March 15, 1990,
Wall Street Journal

Curbing the Impulse to Hire
In any community there are countless numbers

of self-employed entrepreneurs who report that
business is good-so good, they can't keep up. In
the dyn~mics of business development this is the
point at which an entrepreneur would normally
hire his first employee.

All too often this fails to happen, mostly be
cause would-be employers are reluctant to assume
the mountain of responsibilities that government
heaps upon them should they hire someone.

What should be a simple, straightforward busi
ness transaction of mutual benefit is now on the or
der of an adoption-requiring, through a host of
laws and regulations, that the employer assume
growing responsibility for the life of another hu
man being for an unknown period of time and with
increasingly unpredictable consequences.

What is overlooked in society's zeal to heap its
problems onto the shoulders of employers is that
economic reality demands that any employee, in
any position, must produce enough product or ser
vice, which when sold at prevailing prices, will cov
er not only his wage (minimum or not), but also the
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costs associated in hiring him, including insurance,
day care, health care, sick leave, vacation, and ma
ternity leave-not to mention the additional legal,
accounting, and filing-forms-in-triplicate costs in
curred by the seemingly innocuous decision to hire.

(This is not to say that such forms of compensa
tion shouldn't and wouldn't be voluntarily negoti
ated in a free market without government man
dates.)

But more than covering costs, would-be em
ployers want to know, "Why should I assume this
responsibility and risk?" Rational people will con
clude, "I'd rather be fishing."

This spells doom, not so much for the prospec
tive job creators, who will likely find a niche for
themselves, but for potential employees who are
not cut out for self-employment or need the expe
rience and training of employment, who need the
job creators and who will be left with substantially
fewer choices and opportunities.

-Evelyn Pyburn, Editor,
Big Sky Business Journal,

Billings, Montana.

Stealing from Chlldren
American economic wealth is the product of

the labors, savings, and entrepreneurial efforts of
many generations of Americans. Our generation
is the beneficiary of the apparatus of production
left us by many generations that preceded us. We
neither planned nor built it; with minimal efforts
on our part we are enjoying the broad stream of
goods it is providing. Yet, for most of us this is
not enough; we make our political institutions
run chronic deficits and leave the bills to our chil
dren. We would rather consume their heritage
than to forgo our benefits. Unfortunately, we
are sowing the seeds of our punishment which, to
be just, will be both certain and proportionate to
the offense.

-Hans F. Sennholz,
"Thou Shalt Not Steal, Coerce or Deceive"

(Libertarian Press, Spring Mills, Pennsylvania)
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Education and the Racist
Road to Barbarism
by George Reisman

M
ajor changes are taking place in the phi
losophy of American education,
changes which are potentially capable

of having an enormous impact on all aspects of
American life. The changes are inspired by what
The New York Times refers to as the "Eurocentrism
critique." According to the Times, "Eurocentrism"
is apejorative term supposed to describe "aprovin
cial outlook that focuses overwhelmingly on Euro
pean and Western culture while giving short shrift
to Asia, Africa and Latin America."

A typical manifestation of "Eurocentrism,"
according to its critics, is the statement that
Columbus discovered America. This statement,
which most children in America may have learned
as their very first fact of history, is now regarded
as controversial. Indeed, it is held to be positively
offensive because it implies that "there had been
no other people on the continent" before Colum
bus arrived. Traditional American education in
general is denounced for seeing the world "only
through a Western lens." Only through that
"lens," it is held, can, for example, African art be
regarded as primitive.

In an effort to eliminate such alleged Western
and European "bias," schools are altering the

Dr. Reisman is professor of economics at Pepperdine
University's School of Business and Management in
Los Angeles, and is the author of The Government
Against the Economy. This article is reprinted by
permission from the April 30, 1990, issue of The Intel
lectual Activist, RD. Box 582, Murray Hill Station, New
York, NY 10156. Copyright © 1990, The Intellectual
Activist.

way in which history, literature, and the arts are
being taught. Recent changes at Stanford Univer
sity, where a course on Western civilization was
replaced by one in which non-Western ideas had to
be included, are only one case in point. The revi
sions in the history curriculum in California's pub
lic school system, to emphasize Indian and African
cultures, are another. Curricula and textbooks are
being widely rewritten, and, as evidence of the
depth of the changes, the Times reports that efforts
are under way "to reconstruct the history of
African tribes, going beyond relYing on accounts
of Western travelers to examining indigenous
sources, often oral, and adapting anthropological
approaches."

The implications of these changes are enor
mous. The acceptance of the "Eurocentrism" cri
tique and its denial of such propositions as
"Columbus discovered America" speaks volumes
about the state of the educational establishment in
the United States and the intellectual establish
ment in general.

In order to understand the implications, it is first
necessary to remind oneself what Western civiliza
tion is. From a historical perspective, Western
civilization embraces two main periods: the era of
Greco-Roman civilization and the era of modern
Western civilization, which later encompasses the
rediscovery of Greco-Roman civilization in the
late Middle Ages, and the periods of the Renais
sance, the Enlightenment, and the Industrial Rev
olution. Modern Western civilization continues
down to the present moment, of course, as the



dominant force in the culture of the countries of
Western Europe and the United States and the
other countries settled by the descendants of West
Europeans. It is an increasingly powerful force in
the rapidly progressing countries of the Far East,
such as Japan, Taiwan, and South Korea, whose
economies rest on "Western" foundations in every
essential respect.

From the perspective of intellectual and cultural
content, Western civilization represents an under
standing and acceptance of the following: the laws
of logic; the concept ofcausality and, consequently,
of a universe ruled by natural laws intelligible to
man; on these foundations, the whole known cor
pus of the laws of mathematics and science; the
individual's self-responsibility based on his free will
to choose between good and evil; the value of man
above all other species on the basis of his unique
possession of the power of reason; the value and
competence of the individual human being and his
corollary possession of individual rights, among
them the right to life, liberty, property, and the pur
suit of happiness; the need for limited government
and for the individual's freedom from the state; on
this entire preceding foundation, the validity of
capitalism, with its unprecedented and continuing
progress, capital accumulation, and rising living
standards; in addition, the importance ofvisual arts
and literature depicting man as capable of facing
the world with confidence in his power to succeed,
and music featuring harmony and melody.

Western Civilization
Is Open to Everyone

Once one recalls what Western civilization is,
the most vital thing to realize about it is that
it is open to everyone. Indeed, important elements
of "Western" civilization did not even originate in
the West. The civilization of the Greeks and
Romans incorporated significant aspects of sci
ence that were handed down from Egypt and
Babylon. Modern "Western" civilization includes
contributions from people living in the Middle
East and China during the Dark Ages, when
Western Europe had reverted to virtual barbarism.
Indeed, during the Dark Ages, "Western" civiliza
tion resided much more in the Middle East than in
Western Europe. (It is conceivable that if present
trends continue, in another century it might reside
more in the Far East than in the West.)
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The truth is that just as one does not have to
be from France to like French-fried potatoes or
from New York to like a New York steak, one
does not have to be born in Western Europe or
be of West European descent to admire Western
civilization, or, indeed, even to help build it. West
ern civilization is not a product of geography.
It is a body ofknowledge and values. Any individ
ual, any society, is potentially capable of adopting
it and thereby becoming "Westernized." The
rapidly progressing economies of the Far East are
all "Western" insofar as they rest on a foundation
of logic, mathematics, science, technology, and
capitalism-exactly the same logic, mathematics,
science, technology, and capitalism that are essen
tial features of "Western" civilization.

For the case of a Westernized individual, I must
think of myself. I am not of West European
descent. All four of my grandparents came to the
United States from Russia, about a century ago.
Modern Western civilization did not originate in
Russia and hardly touched it. The only connection
my more remote ancestors had with the civiliza
tion of Greece and Rome was probably to help in
looting and plundering it. Nevertheless, I am thor
oughly a Westerner. I am a Westerner because of
the ideas and values I hold. I have thoroughly
internalized all of the leading features of Western
civilization. They are now my ideas and my values.
Holding these ideas and values as I do, I would be
a Westerner wherever I lived and whenever I was
born. I identify with Greece and Rome, and not
with my ancestors of that time, because I share the
ideas and values ofGreece and Rome, not those of
my ancestors. To put it bluntly, my ancestors were
savages-certainly up to about a thousand years
ago, and, for all practical purposes, probably as
recently as four or five generations ago.

I know nothing for certain about my great
grandparents, but if they lived in rural Russia in
the middle of the 19th century, they were almost
certainly totally illiterate, highly superstitious, and
primitive in every way. On winter nights, they
probably slept with farm animals in their hut to
keep warm, as was once a common practice in
Northern Europe, and were personally filthy and
lice-infested. I see absolutely nothing of value in
their "way of life," if it can be called a way of life,
and I am immeasurably grateful that my grandpar
ents had the good sense to abandon it and come to
America, so that I could have the opportunity of
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becoming a "Westerner" and, better still, an
American "Westerner," because, in most respects,
since colonial times, the United States has always
been, intellectually and culturally, the most West
ern of the Western countries.

Thus, I am a descendant of savages who dwelt
in Eastern Europe-and before that probably the
steppes of Asia-who has been Westernized and
now sees the world entirely through a Western
"lens," to use the term of the critics of "Eurocen
trism." Of course, it is not really a lens through
which I see the world. It is much more fundamen
tal than that. I have developed a Western mind, a
mind enlightened and thoroughly transformed by
the enormous body of knowledge that represents
the substance of Western civilization, and I now
see the world entirely on the basis of that knowl
edge.

For example, I see the world on the foundation
of the laws of logic, mathematics, and science that
I have learned. And whenever something new or
unexpected happens, which I do not understand, I
know that it must nevertheless have a cause which
I am capable of discovering. In these respects, I
differ profoundly from my savage ancestors, who
lacked the knowledge to see the world from a sci
entific perspective and who probably felt helpless
and terrified in the face of anything new or un
known because, lacking the principle of causality
and knowledge of the laws of logic, they simply
had no basis for expecting to be able to come to an
understanding of it.

It is on the basis of the same foundation of
knowledge that I regard the discoverer of the
Western hemisphere to be Columbus, rather than
the very first human beings to arrive on the North
American continent (probably across a land
bridge from Asia), and rather than the Norwegian
Leif Ericson. I consider Columbus to be the dis
coverer not because of any such absurd reason as
a preference for Europeans over Asiatics (Leif
Ericson was as much a European as Columbus),
but because it was Columbus who opened the
Western hemisphere to the civilization I have
made my own. Columbus was the man who made
it possible to bring to these shores my ideas and
values. It is not from the perspective of the resi
dence ofmy ancestors, who were certainly not Ital
ian or Spanish or even West European, that I
regard Columbus as the discoverer of America,
but from the perspective of the residence of my

ideas and values. Just as at an earlier time, they
resided in Greece and Rome rather than in the
Russia ofmy ancestors, so in the 15th and 16thcen
turies, the home of my ideas and values was in
Western Europe. I hold Columbus to have been
the discoverer of America from that perspective.
This is the perspective that any educated person
would hold.

There is no need for me to dwell any further on
my own savage ancestors. The plain truth is that
everyone's ancestors were savages-indeed, at
least 99.5 percent of everyone's ancestors were
savages, even in the case of descendants of the
founders of the world's oldest civilizations. For
mankind has existed on earth for a million years,
yet the very oldest of civilizations-as judged by
the criterion of having possessed a written lan
guage-did not appear until less than 5,000 years
ago. The ancestors of those who today live in
Britain or France or most of Spain were savages
as recently as the time of Julius Caesar, slightly
more than 2,000 years ago. Thus, on the scale of
mankind's total presence on earth, today's
Englishmen, Frenchmen, and Spaniards earn an
ancestral savagery rating of 99.8 percent. The
ancestors of present-day Germans and Scandina
vians were savages even more recently, and thus
today's Germans and Scandinavians probably
deserve an ancestral savagery rating of at least
99.9 percent.

It is important to stress these facts to be aware
how little significance is to be attached to the
members of any race or linguistic group achieving
civilization sooner rather than later. Between the

I

descendants of the world's oldest civilizations and
those who might first aspire to civilization at the
present moment, there is a difference of at most
one-half of one percent on the time scale of man's
existence on earth.

The Standard for
Judging a Civilization

These observations should confirm the fact that
there is no reason for believing that civilization is
in any way a property of any particular race or
ethnic group. It is strictly an intellectual matter
-ultimately, a matter of the presence or absence
of certain fundamental ideas underlying the
acquisition of further knowledge.

Those peoples who possess a written language
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may be called civilized, inasmuch as writing is an
indispensable means for the transmission of sub
stantial knowledge, and thus for the accumulation
of knowledge from generation to generation.
Those who possess not only a written language but
also knowledge of the laws of logic and the princi
ple of causality are in a position to accumulate and
transmit incomparably more knowledge than peo
ple who possess merely the art ofwriting alone. On
this basis, Greco-Roman civilization is on a higher
plane than any that had preceded it.

Finally, a civilization which possesses still fur
ther fundamental applications of human reason,
such as the far more extensive development and
elaboration of the principles of mathematics and
science, the existence of the freedoms of speech
and press, and the development of a division of
labor economy, is a higher civilization than even
that of Greece and Rome. (The freedoms of
speech and press are an essential guarantee of the
individual's right to disseminate knowledge with
out being stopped by the fears or superstitions of
any group backed by the coercive power of the
state. A division of labor economy makes possible
a corresponding multiplication of the amount of
knowledge applied to production and to meeting
the needs of human life, for such knowledge exists
essentially in proportion to the number of separate
occupations being practiced, each with its own spe
cialized body of knowledge. Equally or even more
important, a division of labor economy means that
geniuses can devote their talents full time to such
fields as science, education, invention, and busi
ness, with a corresponding progressive increase in
knowledge and improvement in human life.)

Such a civilization, of course, is our very own,
modern Western civilization - incomparably the
greatest civilization which has ever existed, and
which, until fairly recently, had repeatedly been
carried to its very highest points in most respects
right here in the United States.

The fact that civilization is an intellectual mat
ter is not known to the critics of "Eurocentrism."
In their view, Western civilization is a matter not
even so much of geography as it is of racial mem
bership. It is, as they see it, the civilization of the
white man. In reporting the changes in California's
world history curriculum, the Times notes, signif
icantly, that Hispanic, Asian, and black students
now make up a majority of the 4.4 million pupils
in the state. It quotes the co-author of the new

curriculum as saying many educators believe that
"people who have non-European backgrounds
don't feel their antecedents lie in Europe."
Another critic of "Eurocentrism," who is de
scribed as "heading an overhauling of the public
school curriculum of Camden, N.J., to stress
... a more'Afrocentric and Latinocentric'
approach," is quoted as saying: "We are not living
in a Western country. The American project is not
yet completed. It is only in the eyes of the Euro
centrists who see it as a Western project, which
means to hell with the rest of the people who have
yet to create the project."

In these statements, Western civilization is
clearly identified with people of a certain type,
namely, the West Europeans and their descen
dants, who are white. Students descended from
Asiatjcs or Africans, it is assumed, can feel at
home only to the extent that the curriculum is
revised to give greater stress to "the ancient civi
lizations of China, India and Africa, the growth of
Islam and the development of sub-Saharan
Africa." The critics of "Eurocentrism" proclaim
themselves to be opponents of racism. In fact, they
accept exactly the same false premise they claim to
oppose-namely, that civilization, or the lack of it,
is racially determined.

In earlier centuries, men of European descent
observed the marked cultural inferiority of the
native populations of Africa, Asia, and the West
ern hemisphere, and assumed that the explanation
lay in a racial inferiority of these peoples. In pass
ing this judgment, they forgot the cultural state of
their own ancestors, which was as much below
their own as was that of any of these peoples. They
also overlooked the very primitive cultural state of
many Europeans then living in the eastern part of
the continent, and of Caucasians living in the Mid
dle East. Even more important, they failed to see
how in accepting racism, they contradicted· the
essential "Western" doctrine of individual free will
and individual responsibility for choices made.
For in condemning people as inferior on the basis
of their race, they were holding individuals
morally responsible for circumstances over which
they had absolutely no control. At the same time,
they credited themselves with accomplishments
which were hardly their creations, but those of a
comparative handful of other individuals, most of
whom had happened to be of the same race and
who, ironically enough, had had to struggle against



368 THE FREEMAN • OCTOBER 1990

the indifference or even outright hostility of the
great majority of the members of their own race in
order to create civilization.

The New Racism and the
Devaluation ofKnowledge

Today, the critics of "Eurocentrism" rightly
refuse to accept any form of condemnation for
their racial membership. They claim to hold that
race is irrelevant to morality and that therefore
people of every race are as good as people of every
other race. But then they assume that if people of
all races are equally good, all civilizations and cul
tures must be equally good. They derive civilization
and culture from race, just as the European racists
did. And this is why they too must be called racists.
They differ from the European racists only in that
while the latter started with the judgment of an
inferior civilization or culture and proceeded back
wards to the conclusion of an inferior race, the for
mer begin with the judgment of an equally good
race and proceed forward to the conclusion of an
equally. good civilization or culture. The error of
both sets of racists is the same: the belief that civi
lization and culture are racially determined.

The racism of these newer racists, which is now
being imposed on the educational system, implies
a radical devaluation of civilization, knowledge,
and education. The new racists do not want stu
dents to study non-Western civilizations and the
conditions of primitive peoples from the perspec
tive ofseeing how they lag behind Western civiliza
tion and what they might do to catch up. Study
from that perspective would be denounced as see
ing the world through a "Western lens." It would
be considered offensive to people of non-West
European origin.

No, what they want is to conduct the study of
the various civilizations and even the state of out
right savagery itself in a way that makes all
appear equal. It is assumed, for example, that
black students can feel themselves to be the equal
of white students only if their sub-Saharan ances
tors are presented as, in a fundamental sense, cul
turally equivalent to modern West Europeans or
Americans.

Now such a program means the explicit oblit
eration of distinctions among levels of civiliza
tion, and between civilization and savagery. It
presents ignorance as the equivalent of knowl-

edge, and superstition as the equivalent of sci
ence. Everything-logic, philosophy, science,
law, technology-is to be ignored, and a culture
limited to the level of making dugout canoes is to
be regarded as the equivalent of one capable of
launching space ships. And all this is for the
alleged sake of not offending anyone who sup
posedly must feel inferior if such a monumental
fraud is not committed.

I believe, contrary to the expectations of the
new racists, that their program must be grossly
offensive to the very students it is designed to reas
sure. I know that I would be personally outraged if
I were told that my intellectual capacities and per
sonal values had been irrevocably defined for me
by my ancestors and that now I was to think of
myself in terms of the folkways of Russian peas
ants. I believe that if my ancestors had been
Africans and, for example, I wanted to be an artist,
I could readily accept the fact that art produced on
the basis of a knowledge of perspective, geometry,
human anatomy, and the refraction of light was a
higher form of art than that produced in ignorance
of such considerations. I would readily accept the
fact that the latter type of art was, indeed, primi
tive. I would not feel that I was unable to learn
these disciplines merely because my ancestors or
other contemporary members of my race had not.
I would feel the utmost contempt for the deliber
ate, chosen primitiveness of those "artists" (almost
all white) who had reverted to the level ofart of my
(and their) primitive ancestors.

Race is not the determinant of culture. Not only
is Western civilization open to the members of
every race, but its present possessors are also
potentially capable of losing it, just as the people
of the Western Roman Empire once lost the high
degree of civilization they had achieved. What
makes the acceptance of the "Eurocentrism" cri
tique so significant is that it so clearly reveals just
how tenuous our ability to maintain Western civi
lization has become.

Western Civilization and the
State ofEducation

The preservation of Western civilization is not
automatic. In the span of less than a century, virtu
ally the entire population at the end consists of
people who were not alive at the beginning. West
ern civilization, or any civilization, can continue
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only insofar as its intellectual substance lives on in
the minds of new generations.

And it can do so only if it is imparted to young
minds through education. Education is the formal
process oftransmitting the intellectual substance of
civilization from one generation to the next and
thereby developing the uncultivated minds ofchil
dren into those ofcivilized adults. Western civiliza
tion is imparted to young minds in the teaching of
Euclidean geometry and Newtonian physics, no
less than in the teaching of the philosophy of
Plato and Aristotle or the plays of Shakespeare. It
is imparted in the teaching of every significant
subject, from arithmetic to nuclear physics, from
reading and writing to the causes of the rise and
fall of civilizations. Wherever the intellectual sub
stance of Western civilization is known, its trans
mission to the minds of students is virtually coex
tensive with the process ofeducation. For the intel
lectual substance of Western civilization is nothing
other than the fundamentals underlying the high
est levels of knowledge attained anywhere on
earth, and if the purpose of education is to impart
knowledge, then its purpose is to impart Western
civilization.

Thus, to the extent that the process of education
is undermined, the whole of civilization must also
be undermined, starting a generation later. These
results will appear more and more striking as time
goes on and as more and more defectively educat
ed people take the place of those whose education
was better. The worsening effects will likely be fur
ther intensified as those whose own education was
defective become educators themselves and thus
cause succeeding generations to be still more
poorly educated.

Education in the United States has been in obvi
ous decline for decades, and, in some ways that are
critical but not obvious, perhaps for generations.
The decline has become visible in such phenomena
as the rewriting of college textbooks to conform
with the more limited vocabularies of present-day
students. It is visible in the functional illiteracy of
large numbers of high school and even college
graduates, in their inability to articulate their
thoughts or to solve relatively simple problems in
mathematics or even plain arithmetic, and in their
profound lack of elementary knowledge of science
and history.

I believe that the decline in education is probably
responsible for the widespread use of drugs. To live

in the midst of a civilized society with a level of
knowledge closer perhaps to that of primitive man
than to what a civilized adult requires (which,
regrettably, is the intellectual state of many of
today's students and graduates) must be a terrifying
experience, urgently calling for some kind of relief,
and drugs may appear to many to be the solution.

I believe that this also accounts for the relative
ly recent phenomenon of the public's fear of sci
ence and technology. Science and technology are
increasingly viewed in reality as they used to be
humorously depicted in Boris Karloff or Bela
Lugosi movies, namely, as frightening "experi
ments" going on in Frankenstein's castle, with
large numbers of present-day American citizens
casting themselves in a real-life role of terrified
and angry Transylvanian peasants seeking to
smash whatever emerges from such laboratories.
This attitude is the result not only of lack of edu
cation in science, but more fundamentally, loss of
the ability to think critically-an ability which
contemporary education provides little or no
basis for developing. Because of their growing
lack of knowledge and ability to think, people are
becoming increasingly credulous and quick to
panic.

Thus the critique of "Eurocentrism"-and any
changes in curricula that may result from it-ean
hardly be blamed for inaugurating the decline in
American education. On the contrary, it is a prod
uct of that decline. The fact that it is being
accepted almost without opposition is evidence of
how far the decline has already gone.

Why Cultural Relativism Prevails
The equivalence of all cultures, the equivalence

of civilization and savagery, is the avowed claim of
the doctrine of cultural relativism, which has long
been accepted by practically the whole of the edu
cational establishment. It in turn is a consequence
of the still older, more fundamental doctrine that
there is· no objective foundation for values-that
all value-judgments are arbitrary and subjective.
The new racists are now merely cashing in on this
view and attempting to apply it on the largest pos
sible scale, in the process substantially altering the
manner in which subjects are taught. Today's edu
cational establishment has fewer compunctions
about putting absurd ideas into practice, probably
because of the deteriorated state of its own educa-
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tion. (Many of its members were educated in the
1960s, in the environment of the "student rebel
lion.")

The fact that the educational and intellectual
establishments are fully in agreement with the fun
damental premises of the new racists helps to
explain why even when their members are
opposed to the "Eurocentrism" critique, they have
nothing of substance to say against it. As reported
by the Times, the objections raised amounted to
nothing more than complaints about the difficulty
of finding non-European writers, philosophers,
and artists to replace the European ones dropped
from the curricula, and grumblings about the lack
of Americans able to teach authoritatively about
non-European cultures.

In capitulating to the "Eurocentrism" critique,
the educational establishment has reached the
point of reducing education to a level below that
of ordinary ward politics: education is now to be a
matter of pressure-group politics based on the
totally false assumptions of racism. If there is a
majority of black, Hispanic, or Asian students in
an area, then that fact is to be allowed to deter
mine the substance of education, in the belief that
these groups somehow "secrete," as it were, a dif
ferent kind of civilization and culture than do
whites and require a correspondingly different
kind of education.

Colleges in the United States have demonstrat
ed such utter philosophical corruption in connec
tion with this subject that if there were a group of

students willing to assert with pride their descent
from the Vandals or Huns and to demand courses
on the cultural contributions of their ancestors, the
schools would provide such courses. All that the
students would have to do to get their way is to
threaten to burn down the campus.

But what best sums up everything involved is
this: from now on, in the state of California, a stu
dent is to go through 12 years of public school, and
the explicit goal of his education is that at the end
of it, if he envisions Columbus being greeted by
spear-carrying savages, and he happens not to be
white, he should identify with the savages-and if
he does happen to be white, and therefore is
allowed to identify with Columbus, he should not
have any idea of why it is any better to identify
with Columbus than with the savages.

This is no longer an educational system. Its char
acter has been completely transformed and it now
clearly reveals itself to be what for many decades
it has been in the process of becoming: namely,
an agency working for the barbarization of
youth.

The value ofeducation is derived from the value
of civilization, whose guardian and perpetuator
education is supposed to be. An educational sys
tem dedicated to the barbarization of youth is a
self-contradictory monstrosity that must be cast
out and replaced with a true educational system.
But this can be done only by those who genuinely
understand, and are able to defend, the objective
value of Western civilization. D
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Where Are the Sons
of Liberty?
by Norman S. Ream

T
he year was 1748 and Virginia, under a
regulation of the Crown, was required to
grant every Anglican clergyman in that

colony an annual salary of 17,000 pounds of tobac
co. During the following decade there was asharp
increase in the price of tobacco due to several crop
failures. The Virginia Assembly, desiring no
doubt that the clergy remain properly poor,
passed what were referred to as the Two Penny
Acts. These Acts set the value of the clergy's to
bacco at twopence a pound, far below the market
price. As could be expected, the clergy objected
and brought suit. The dispute became known as
the Parson's Cause and was appealed to the King's
Privy Council which promptly annulled the law.
Reverend James Maury brought suit in Virginia
and won his case because the judges were bound
by the Privy Council's decision. After the jury had
heard Patrick Henry's defense, it awarded the
Reverend Mr. Maury one penny in damages.

Patrick Henry was only in his 20s at the time. No
doubt he was trying to build a reputation for him
self, but his speech contained a ringing defense for
the liberties of free men: "... a king, by disallowing
Acts of this salutary nature, from being the father
of his people, degenerated into a Tyrant, and for
feits all rights to his subjects' obedience."

The King's action through his Privy Council was
only one of many threats to the people's liberties
that provided a prelude to the final revolt.

Facing such threats, the.Sons of Liberty were
formed after the Stamp Act was passed in 1765.

Dr. Ream, who served for many years as pastor of the
First Congregational Church, Wauwatosa, Wisconsin,
lives in retirement with his wife in Estes Park, Colorado.

Although these groups sometimes may have been
unruly, for the most part they were made up ofmid
dle-class citizens who kept themselves under con
trol. They did, however, make it clear that they
would not and could not tolerate the loss of their
liberties which Georg{f III was seeking to take from
them. They frequently disguised themselves, as
they did at the Boston Tea Party, burned stamped
paper, staged processions, and intimidated English
officials.

There is often a misconception on the part of
Americans concerning the situation that existed
between the people of the 13 original colonies and
the British government prior to 1776. This miscon
ception may be due to our 20th century's poor
record at teaching history.

It is widely believed today that the colonists
rebelled against the British and King George
because they desired freedom from harsh rules
and regulations, but the facts are somewhat differ
ent. As early as 1763, a decade before the Boston
Tea Party, the colonists were free from most of the
governmental restrictions we live under in the late
20th century. The colonists' objection was not that
they had no freedom, but that what wide freedom
they had was being threatened by new and odious
rules emanating from England. They cherished
the liberty offered them in this new land.and did
not wish to forfeit it.

Preserving Liberties

In his excellent work, The Oxford History of
the American People, Samuel Eliot Morison
makes the same point when he insists, "Make no
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the Boston Tea Party.

mistake, the American Revolution was not fought
to obtain freedom, but to preserve the liberties
that Americans already had as colonials."

Morison makes clear that Americans of that
period probably had more freedom than Ameri
cans of any succeeding era. Following the·French
and Indian War, King George was generally popu
lar. During that period, however, the colonies had
grown stronger and more self-confident, consider
ing their own interests primary. They enjoyed
complete freedom of speech, press, and assembly,
and military service in time of war was voluntary.
What taxes were enacted were not burdensome.
As Morison puts it, "the hand of government rest
ed lightly on Americans."

Traveling through Virginia in 1759 a clergyman,
Andrew Burnaby, observed, "They are haughty
and jealous oftheir liberties, impatient ofrestraint,
and can scarcely bear the thought of being con
trolled by any superior power."

It is perhaps conceivable that this political, eco
nomic, and social latitude explains the strong reac
tion on the part of the colonists when George III
threatened and actually began to restrict their
freedom.

One has difficulty imagining Americans in our
day reacting as did the 18th-century colonial
Americans. Oppressive and restrictive laws may
annoy us, but overall we are so affluent we would
rather do nothing that would impenl our ease and
comfort. Over the past several decades we have
had our liberties slowly but surely abridged, and
most Americans are unaware of or indifferent to
how much liberty they have lost. We may murmur
occasionally at legislative or administrative deci
sions that further curtail our liberty, but it is very
unlikely we would revolt as did the Americans of
1776, or as did the Sons of Liberty in 1773 when
they dumped the tea into Boston Harbor.

Although smuggling was widely practiced in
New England, the people were generally law-abid
ing, perhaps more so than their 20th-century coun
terparts for whom there are so many proscriptive
laws that no man knows their number. The more
numerous the laws, the more law-breaking there
will be. Laws, whether good or bad, are limitations
on individual liberty, and when they get to be so
numerous and so odious that they become difficult
to endure, lack of respect for all law will be the
consequence.



WHERE ARE THE SONS OF LIBERTY? 373

Trading Liberty for the
Promise of Security

It has begun to happen in the United States
today. The majority of long-suffering Americans
are the victims of self-seeking politicians whose
primary goal, and often apparently their only goal,
is to maintain themselves in the cushy office to
which they have become accustomed. We have
endured continued inroads on our freedom, all
made in the name of security and the public wel
fare. We have done what we were warned long ago
not to do, trade liberty for the promise of security.
As a consequence we have neither. Do we have
increased economic security when government
takes five months of our working income in taxes
each year and when each family in America owes
$44,000 on the national debt?

The American taxpayer could today make a
case similar to that made by Thomas Jefferson in
the Declaration of Independence when he listed
the failures and shortcomings of George III. Our
representatives in Congress have given them
selves multitudinous and generous benefits at the
expense of ordinary citizens. They have exempted
themselves from laws binding the rest of us. They
have burdened us, our children, and our grand
children with a huge national debt. They have laid
on us an ever-increasing burden of taxation. Many
of them have been guilty of gross immoral and
unethical behavior. They have so arranged things
that once in office it is nearly impossible to
remove them.

Now comes, perhaps, what may prove to be the
last straw-an April 1990 ruling by the Supreme
Court destroying the Constitutionally mandated
separation of powers between the legislative, judi
cial, and executive branches of government. It is
Constitutional, the Justices ruled 5-to-4 in a
Kansas City school-desegregation case, for a Fed
eral judge to require local governments to increase
taxes whether they wish to or not. It is strange
beyond credibility that our nation rejoices over the
death of socialism in Eastern Europe while seek
ing to impose it on ourselves.

In the Declaration of Independence, Jefferson
argued the citizens' right to alter or abolish a gov
ernment when it became destructive of the basic
and unalienable rights of man. He went on to say,
however, that experience had shown "that
mankind are more disposed to suffer, while evils

are sufferable, than to right themselves by abolish
ing the forms to which they are accustomed."
Unfortunately, modern Americans seem accus
tomed to the sins of their politicians and thus are
not in the mood to be rid of them. We have not
demanded less government, less waste in govern
ment, a balanced budget, and a high degree of
moral and ethical integrity-and so the sins and
errors continue.

Someone once remarked that the trouble with
politicians is that their office gives them power,
and they come to believe that because they have
power they also have wisdom. Certainly a knowl
edge of history gives the lie to any such absurdity.

The late Ben Rogge of Wabash College once
wrote, "Given man's nature, freedom will always
be in jeopardy and the only question that need
concern each of us is if and how well we took
our stand in its defense during the short period of
time when we were potentially a part of the
struggle."

Where are the Sons of Liberty today? We are
not without hope. Freedom, the most basic right
granted mankind by God, has been burned into
the minds of men throughout the history of all civ
ilized society. It remains unquenchable, and when
its lack becomes intolerable, men and women will
rise up and demand its rebirth.

Barbara Tuchman, in an article in the Ameri
can Scholar (Autumn 1980), puts it this way:

We cannot reckon the better impulses pre
dominating in the world, only that they will
always appear.

The strongest of these in history,summoner
of the best in man, has been zeal for liberty.
Time after time in some spot somewhere on the
globe, people have risen in what Swinburne
called the "divine right of insurrection"-to
overthrow despots, repel alien conquerors,
achieve independence, and so it will be until the
day power ceases to corrupt-which, I think, is
not a near expectation.

Where are the Sons (and Daughters) of Liber
ty? They are among us yet today and always will
be. Their numbers are growing. One day they will
be successful once more in demanding the end of
selfish power-seeking, the end of government by
special interests, the end of socialism and central
ization of power, and the renewal of freedom
under God. D
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The Politics
of Compassion
by William B. Irvine

N
ot long ago a colleague and I were dis
cussing my article on Federal disaster
relief that appeared in the March 1990

Freeman. In the article I argued, among other
things, that the government should not spend mon
ey to help rebuild the homes and businesses of the
victims of the 1989 San Francisco earthquake. I
pointed out that someone who could own a home
in San Francisco would be wealthier than most
Americans, and would therefore hardly be in need
ofa Federal bailout; that the homeowner could and
should have bought earthquake insurance; and that
by "bailing out" those who failed to buy earth
quake insurance, the government was inadvertent
1y encouraging people to go without insurance.

My colleague reacted to my article not by at
tempting to refute its claims, but by commenting
on my lack of.compassion. According to him, my
views on the San Francisco earthquake showed an
incredible degree of "professional detachment."
This, of course, was just a socially acceptable way
of calling me heartless. This is a charge I have run
into before, and it is a charge that anyone who
opposes Big Government must learn to live with,
since by opposing Big Government one must
simultaneously oppose most of the things our gov-,
ernment does to "help people."

Indeed, a case can be made that many individu
als develop liberal political leanings-and come to
advocate a variety of government aid programs
because they think that to do otherwise is to aban
don compassion. Before we follow in their foot
steps, though, we would do well to think about the
nature of compassion.

There are, I think, two competing "theories of

Professor Irvine teaches philosophy at Wright State Uni
versity in Dayton, Ohio.

compassion"-i.e., two different ways in which we
can measure how caring an individual is. There is,
to begin with, what might be called the Mother
Teresa Theory of Compassion. According to this
theory, when A feels sorry for B, what A should do
is expend personal effort and/or personal finances
on B's behalf. This theory used to be popular, but
in America it has been supplanted by what might
be called the Liberal Theory of Compassion. Ac
cording to this theory, when A feels sorry for
B, what A should do is cause C to be taxed so that
B can benefit from the revenues thus raised.

The Liberal Theory may sound odd, but it has
some obvious advantages over the competing the
ory. In the first place, it requires nowhere near the
level of personal commitment that the Mother
Teresa Theory requires. In the second place, it is
far easier to spend someone else's money than
your own. In short, the Liberal Theory of Compas
sion allows you to create the appearance that you
are a caring person without simultaneously putting
a dent in your lifestyle.

These two theories of compassion will, of course,
differ in the "compassion rating" they assign to var
ious individuals. Mother Teresa, for example, rates a
perfect 10 under the Mother Teresa Theory (which
is why I named it after her), but would rate perhaps
a 2under the Liberal Theory; someone like Senator
Edward Kennedy, on the other hand, would pre
sumably fare better under the Liberal Theory than
he would under the Mother Teresa Theory.

Which Theory Is Correct?
Which theory of compassion is correct? In

answering this question, it is useful to ask a second
question: Who, in your opinion, is a better
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example of a truly compassionate person, Mother
Teresa or Edward Kennedy? If you think that
Mother Teresa really is the more compassionate
person, you will reject the Liberal Theory of Com
passion in favor of the Mother Teresa Theory.

It is indeed puzzling that anyone would take a
person's willingness to spend government funds on
aid programs as evidence that the person is himself
compassionate. By way of analogy, it would be
absurd to take a person's willingness to increase
Federal defense spending as evidence that the per
son is himself brave, or to take a person's willing
ness to spend government money on athletic pro
grams as evidence that the person is himself
physically fit. In the same way as it is possible for a
"couch potato" to favor government funding of
athletic teams, it is possible for a person who lacks
compassion to favor various government aid pro
grams; and conversely, it is possible for a compas
sionate person to oppose these programs.

In general, it is a mistake to use a person's polit
ical beliefs as the litmus test of his compassion. If
you want to determine how compassionate an
individual is, you are wasting your time if you ask
for whom he voted; instead, you should ask what
charitable contributions he has made and whether
he has done any volunteer work lately. You might
also inquire into how he responds to the trials and

tribulations of his relatives, friends, and neighbors.
Politically speaking, there are three important

reasons why we should favor private acts of charity
over governmental aid programs. In the first place,
government aid programs tend to be destructive of
Americans' spirit of charity. Many Americans do
not make charitable contributions and do not play
a personal role in relief efforts because they feel
that they have already given-not "at the office,"
but on April 15th on their 1040 tax forms. In the
second place, a case can be made that private acts
of charity are more "cost effective" than govern
ment aid programs. People are unlikely to give
their hard-earned money to an unworthy recipient
or to a charitable organization that will waste it.
Those who administer government aid programs,
on the other hand, often lack the same motivation
to make sure that the money they are spending is
spent wisely. In the third place, private acts of char
ity are voluntary: No one forces anyone to give
money. The same cannot be said of government aid
programs, which are funded by tax dollars.

It may be true, then, that we opponents of gov
ernmentallargess lack compassion-as measured
by the Liberal Theory of Compassion, at any rate.
Fortunately for us, there is another way to measure
compassion, and I trust that we fare somewhat bet
ter under this alternative yardstick. 0
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Manipulating the
Traditional Family
by Peter J. Leithart

A
ccording to Aaron Wildavsky, the use of

. .. taxation and spending as tools ofbroader
policy goals is the chief purpose of fiscal

policy in modern welfare states. "Most money," he
writes, "is spent to affect citizen behavior rather
than for direct government action."l This fact is lit
tIe noted and analyzed. Yet it has become so much
a part of the political atmosphere that even writers
concerned with freedom accept the premise, and,
instead of challenging the practice, seek to achieve
their own agendas by the same means. This article
is an attempt to examine the premises of "tax
manipulation" from the perspective of a Christian
political philosophy and to determine whether this
use of tax policy is consistent with the idea ofa free
society.

Taxation has long been recognized as apowerful
tool for achieving political, economic, and social
agendas. Marx and Engels recognized the useful
ness of taxation as an instrument of the proletarian
revolution. In The Communist Manifesto, they
summarized Communist theory in the slogan:
"Abolition of private property." Since the bour
geois system of private property was the "final and
most complete expression" of "the exploitation of
the many by the few," it had to be scrapped, along
with the bourgeois family, bourgeois education,
and bourgeois nationalism.

The first step in this demolition of property was
to be the rise to power of the proletariat, which
would "use its political supremacy to wrest, by
degrees, all capital from the bourgeoisie, to central
ize all instruments ofproduction in the hands ofthe

Mr. Leithart serves as pulpitsupply ofthe Reformed Her
itage Presbyterian Church (PCA) in Vestavia Hills,
Alabama. He is married with five children.

state, Le., of the proletariat organized as the ruling
class, and to increase the total of productive forces
as rapidly as possible," all of which would initially
require "despotic inroads on the rights of property
and on the conditions ofbourgeois production." To
this end, they urged the adoption, among other
things, of progressive tax rates and the abolition of
inheritance.2 Private property, Marx and Engels
recognized, could be undermined by tax policies,
and the undermining of private property would
serve their revolutionary ends.

Another giant of modern economic theory,
John Maynard Keynes, also viewed fiscal policy
-taxing and spending-as a tool for larger, chiefly
economic, policy goals.3 Alfred Malabre, Jr., ~um
marizes the Keynesian approach:

Keynesian theory urges that government spend
ing be stepped up during recessions, even if an
appreciable budget deficit happens to be among
the consequences of such stimulative measures.
A corollary to this notion is the danger of a so
called liquidity trap, which may develop when
money is pumped into public hands but is saved
and not spent. As savings pile up, the economy
noses down on account of lackluster spending.

The Keynesian solution, as it has often been
applied by policy makers in postwar American
recessions, is for Uncle Sam to spend until busi
ness. recovers. According to this theory, tax
reduction tends to stimulate the economy, by
leaving more money in the hands of consumers,
while tax increases work the opposite way.4

Keynesian theory views fiscal policy as a tool to
regulate aggregate demand.5

Supply-side theory also emphasizes the impor-



tance of tax policy in the achievement of economic
growth. Paul Craig Roberts distinguishes between
Keynesian theory, which seeks to "manage de
mand" through tax policy, and supply-side theory,
which focuses on the incentives produced by tax
cuts. Supply-side theory, Roberts argues, pays no
attention, as Keynesian theory does, to aggregate
demand. According to supply-side theory, tax cuts
stimulate the economy because they make savings,
investment, and work more profitable, regardless
of aggregate demand.6 Despite these differences,
it is still true that Keynesian and supply-side
theory both see tax policy as an instrument for
the advancement of larger economic goals. The
Keynesian uses fiscal policy to regulate demand,
while the supply-sider uses tax policy to stimulate
economic growth.

Finally, tax policy is seen by many as a tool for
achieving a more "democratic" egalitarian distri
bution of wealth. By taxing the rich at confiscatory
rates, and redistributing the money to those de
fined as "poor" (and to the bureaucrats who run
Federal programs), the federal government seeks
to equalize wealth. Herbert Schlossberg has argued
that this form of egalitarianism is rooted in envy:

It has been a common assertion that envy is fos
tered by inequality and can be ended by equali
tarian redistribution. British economist E. J.
Mishan believes that feelings ofdeprivation that
cause envy will be eliminated in the process of
equalization, and that the progressive income
tax is the best way to accomplish that task.
"Ideally ... the tax should suffice to cover all the
initial and subsequent claims necessary to pla
cate everybody in the lower-income groups, and
the stronger is this envy of others, the heavier
must be the tax."7

Some feminists have found in tax policy a pow
erful tool for achieving their social agenda. In the
United States, tax policies tend to force families
into a more egalitarian mold, even when the fami
lies don't accept feminist ideology. George Gilder
has written:

The United States is enacting many of the poli
cies that brought sexual suicide to Sweden.
Despite the defeat of the Equal Rights Amend
ment and universal day care, the feminists are
gaining their ends piecemeal. In particular, the
decline in the value of the child deduction has
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shifted the tax burden massively onto families
with children. Through court decisions in favor
of comparable worth, through the infiltration of
the schools by feminist texts and teachers,
through the day-care tax credits and other sub
sidies for the two-earner family, and through the
rapid erosion of the joint income-tax return and
the housewife's right to social security, feminists
are winning quietly by legal and legislative
action what they cannot win in referenda.8

Should Tax Law Be Changed?
Faced with these facts, some conservative writ

ers are advocating changes in tax law that would
encourage traditional family structures and large
families.9 Allan Carlson, a pro-family conserva
tive, proposes "a somewhat progressive income
tax structure that recognizes and supports mar
riage." Specifically, "the tax system should give
strong preference to children as national trea
sures." To this end, "Congress should: (1) double
the personal exemption, for children only, from
the current $2,000 to $4,000 per child; (2) expand
child-care tax credit into a universal credit set at a
fixed amount of $750 per child, available to all
families with a preschool child ... ; and (3) create
an additional universal Dependent-Child Tax
Credit of $600 per child. "10 These incentives
would encourage larger families, without forcing
mothers to choose between family and career.

Demographer Ben Wattenberg also advocates
changes in tax policies that would encourage
larger families. The federal government should
not only encourage large families, but should
encourage women to stay home with their chil
dren. How? "Give them money. Lots of it, in order
to at least partly compensate for lost earnings."11

A different argument for pro-family tax policies
is offered by Bryce Christensen, writing in the
Rockford Institute's Family in America newsletter,
who observes that traditional, two-parent families
are statistically healthier than broken families. It is
unjust, therefore, for intact families to carry so
heavy a burden for health care. Governments
"must either impose values or impose costs," and
public policy ought to strengthen, rather than
weaken, the family. Christensen maintains: "Gov
ernment affirmations of marriage and legitimacy
might marginally restrict the freedom of some, but
government indifference to these standards will
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mean economic injustice for all those who safe~

guard their health by making the personal sacri
fices that family life requires."

In other words, these writers urge the use of tax
policies to achieve anti-feminist goals. In my judg
ment, the goals of these policies are laudable,12
and these proposals are preferable to current poli
cies. But what about the means of achieving these
goals? As a Christian, I would ask the further ques
tion of whether such policies are consistent with a
Christian view of the role of civil government.

Defining the Role of
Civil Government

This question requires an examination of sever
al related issues. First, what is the function of civil
government? Romans 13:1-7 is the classic scrip
tural text on the role of the civil ruler. According
to Paul, the main function of the ruler is to execute
God's vengeance, that is, to punish wrongdoing
and to "praise" those who do right. On the other
hand, Scripture strongly condemns rulers who
claim absolute sovereignty over their subjects.
Nebuchadnezzar was reduced to a beast because
of his arrogance (Daniel 4:28-37). Under God, the
civil ruler has a legitimate and positive role to play
in a free society, but he is not called to control the
lives of law-abiding citizens.

Second, what is the nature of the family? Taking
a biblical approach, we discover that in the New
Testament, the Christian Church is the Christian's
true family, and his commitment to the Church is
more absolute than his commitment to his blood
family. Jesus said in the strongest terms that we
must break our ties to our blood relatives if they
conflict with our loyalty to Him and to His people
(Luke 14:26). Loyalty to the blood family is not
absolute. Promotion of the blood family is less cru
cial than the pro-family conservative maintains.
This is not to say that the family is unimportant, or
that we should neglect the family. Rather, it is sim
ply to say that the Church is more important.13

Further, it is clear that a person can be healthy
and can make contributions to society even if he
has no family. From a Christian perspective, we
could note that Jesus was the perfectly healthy
Man, and never married. Paul never married. The
New Testament clearly presents marriage as a call
ing.(I Corinthians 7). It is suitable for some, but
unsuitable, for various reasons, for others. Family,

like marriage, is a calling. Some men are called to
be husbands and fathers; some are not. Some
women are called to be wives and mothers; some
are not. Even some married couples might not be
called to become parents. Men and women are
normally intended to live in families, yet men and
women can live healthy lives and promote the
good of others without either marrying or bearing
children. Though the Bible does envision strong
families, it does not view the family as a salvific
institution, as some conservative writers tend to
do. Leaving aside for the moment the theological
and biblical arguments, it is still the case that there
are many single persons who make substantial
contributions to the good of society.

Once we qualify the importance of the family,
we are forced to the conclusion that promoting the
family ought not to be the supreme test of the
rightness of a public policy. Adherence to or con
sistency with norms of justice is our standard.

Faith and Economics
All of this suggests that the tax policies of a civil

government should not seek to manipulate people
into commitments to which they are not called, or
penalize them for failing to adhere to the social
goals of the rulers. Christensen admits that his
recommendations involve "marginal" restrictions
of freedom for single men and women. But why
should men and women who have been called to
singlehood have their freedom restricted in any
way? More basically, Christensen's analysis tends
to assume that people remain single for selfish rea
sons, because they do not want to make the sacri
fice. But this is not true in every case. Even if it
were true in the majority of cases-an unprovable
assumption-tax policy would not solve the basic
problem, which has more to do with faith and com
mitment than with economics.

Having outlined some biblical principles of both
family and civil government, we can raise a more
precise question: What role is the magistrate to
play in the family? The one specific biblical war
rant for intervention in the family by civil judges
-Le., the punishment of incorrigible juveniles
-involves capital punishment of a criminal
(Deuteronomy 21:18-21). There is no specific bib
lical warrant for other kinds of state intervention,
though it is possible to extrapolate from this case
law to other criminal cases. But one cannot infer
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from this passage a general warrant for civil over
sight of family life. As a general principle, interfer
ence with family life by civil officials should be lim
ited to punishment of criminals.

This conclusion is also supported by a consider
ation of the question of property rights. When tax
laws promote certain uses of money or certain
forms of conduct, the framers of those laws are
implicitly claiming that they know best how a per
son's wealth should be spent, how many children
he should have, and whether his wife should work.
The issue here is, who has the right to make deci
sions about the use of property or the structure of
family life? Does the civil ruler have the right to
erect obstacles in the way of certain perfectly legal
behavior, or to clear the path for alternative,
equally legal behavior? More bluntly (if less pre
cisely), the question is, who is the steward of
wealth and property, the civil magistrate or the
family and individual? Who is the head of the fam
ily, God or Caesar?

Through their tax regulations and policies,
Congress and the IRS implicitly claim the right to
determine how resources are best used; they claim,
in short, a right of ownership. In a free society, the
choice of whether to borrow or save and invest
would be left to the individual and family. Deci
sions about family size and structure would be
made by the family, without the added pressures of
tax policy. It is not the civil government's place to
encourage one result or the other.

Of course, Christensen is correct that tax policy
is not neutral in relation to the family. It is either
pro- or anti-family. But there is more than one way
for taxation to be pro-family. Freeing the family
from manipulative taxation is just as pro-family as
subtle changes in tax law. Using the tax system to
adjust economic and social conduct politicizes the
whole ofsociety, and is inherently, ifonly implicitly,
totalitarian,14 D
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Comparable Worth:
Feminism Turning
to Paternalism
by Wendy McElroy

O ne of the most controversial feminist
issues of the 1990s will be comparable
worth-the idea that women should be

paid the same as men in jobs of comparable value.
Advocates claim that pay equity would strike at
the very heart of gender discrimination. Thus, the
free market could be converted into an instrument
of social justice, rather than one of oppression.

More specifically, advocates claim that compara
ble worth would eliminate the wage gap-the wage
disparity whereby women who work full time are
reported to receive only 60 cents for every dollar
received by men. It is with the socio-economic goal
of wage justice that many recent lawsuits concern
ing comparable worth have been launched.

Understandably, economists and businessmen
have been reluctant to transform the marketplace
into a tool for social reform. In general, their criti
cisms of comparable worth have focused on sever
al economic issues. They contend that the wage
gap has been vastly exaggerated; comparable
worth will price American products out of world
markets; it will overprice the labor of women, thus
creating unemployment for them; and it will penal
ize individual employers for following a wage
structure dictated by the free market.

But lurking beneath the surface of the economic
debate are more fundamental disagreements. Sev
eral assumptions underlie the comparable worth
controversy.

Ms. McElroy is the editor ofFreedom, Feminism, and the
State (Cato Institute, 1982), which was recently repub
lished as a university text by Holmes and Meier.

Perhaps the most basic assumption of compara
ble worth is that the marketplace is incapable of
providing justice. What else can explain the fact
that a nurse, who preserves human life, is paid less
than most garbage men? To these reformers, the
market has been corrupted by centuries of dis
crimination, and must be corrected by legislation.

Critics of comparable worth counter that the
marketplace was never meant to be an arena of
social reform. It is simply a coordinating mecha
nism that tends to balance demand with supply.
The price of labor, like the price of any other com
modity, doesn't express a moral ideal, but the pref
erences of buyers and sellers in the market. To
these critics, the marketplace is a mirror of society.
To attack it is, at best, to attack the reflection ofdis
crimination-not the cause or the source. It is like
breaking a looking glass because it reflects too well.

Moreover, they point to instances where the
free market has worked against discrimination. In
South Africa, for example, government policies
impose discrimination upon the market. Never
theless, native laborers tend to go wherever there
is work. Despite government fines and penalties,
employers hire cheap black labor. Government
regulations cannot change the economic law of
supply and demand; all they can do is make it func
tion in back alleys and underground.

Another fundamental difference in theory soon
arises. Advocates of comparable worth believe
that there is an inherently just wage attached to
every category of labor. This "just wage" is sup
posed to be independent of market forces-labor



is alleged to have an economic value apart from
what anyone is willing to pay for it.

Inherent Value?
The concept of inherent value is nothing new. It

dates back to the medieval guilds, which deter
mined and enforced a "just price" for the goods
they produced. More recently, Karl Marx put forth
a labor theory of value, by which goods had inher
ent worth based on the labor required to produce
them. If a worker received compensation below
this just price, the discrepancy was said to be stolen
money.

Unfortunately for these theories, they don't
explain the world around us. If commodities have
inherent worth, how can we account for the price
fluctuations we see in world markets every day?
Moreover, any skill is economically worthless if
someone isn't willing to pay for it.

But the concept of inherent worth raises at least
two other sticky questions: what is the measure of
worth, and who will judge it? If the marketplace is
an expression of discrimination, then any fair mea
sure of worth must be independent of it. Neverthe
less, advocates ofcomparable worth fall back upon
the market price for labor as the only real standard
available. Using this shaky starting point, reform
ers search for an objective standard of a just wage.

Perhaps the most influential of these new stan
dards is the one generated in 1974 by the consult
ing firm of Norman Willis & Associates when it
performed a comparable worth study for the State
of Washington. This study assigned numerical
scores to all classes of labor on the basis offour fac
tors: knowledge and skills; mental demands;
accountability; and working conditions. Commit-
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tees then added up the numerical scores of differ
ent jobs and ranked them with respect to each oth
er. Their findings, along with "expert" testimony,
were offered to the courts as proof of the need for
comparable worth legislation.

But these so-called objective results depended
entirely upon who the experts were and who hired
them. After all, the very attempt to measure value
requires a concept of what value is, and this is sub
jective. The subjectivity has been highlighted by
discrepancies within comparable worth studies
themselves. For example, in Minnesota, a regis
tered nurse, a chemist, and a social worker were
ranked as equal. In Iowa, a nurse ranked 29 per
cent higher than a social worker, who ranked 11
percent higher than a chemist. This is a strange
objectivity.

A New Paternalism
The controversy over comparable worth is not

merely between advocates and denigrators of the
free market. It is within the roots of feminism
itself. Feminism of the late 1960s and early 19708
called upon women to become independent-"A
woman's body, a woman's right." Historically, the
movement recognized that government legislation
had been one of the major barriers to women own
ing land, negotiating their own contracts ... being
economic persons in their own right. But feminism
in the 1990s is calling upon the government to
intervene in women's economic negotiations for
the purpose of securing justice. There is a word for
such intervention: paternalism. Paternalism is a
word most often used with regard to mental in
competents and children. As a feminist, I shudder
to see it now applied to women. D

Oppressive Government

T
hroughout the ages the market order has been most supportive of
women's rights.... The political command order, in contrast,
reveals an uninterrupted record of discrimination. It applies the

force of government to benefit one class of subjects at the expense of
another class. It thrives on the political support from its beneficiaries, and
brushes aside the protests of its victims.

-HANS F. SENNHOLZ, "Women, Work and Wages"

IDEAS
ON

LIBERTY



382

CableTV
Needs Competition
by John Merline

C
onsumer complaints about rising cable
rates and declining service have spurred

. Congress to rethink its 1984 cable-deregu
lation law. According to Senator John Danforth,
"Cable rates have increased because of the dereg
ulation of the 1984 Cable Act." So legislators have
moved to undo the "damage" done six years ago,
by reimposing rate regulation.

As is too often the case when addressing eco
nomic issues, Congress is looking at only half the
picture. While the 1984 Act deregulated cable
rates (forbidding most cities from setting rate caps),
it did nothing to break up the local monopolies
that, in most cities, provide cable to consumers.

Of the 9,000 cable markets, only about 45 are
competitive. The rest are operated as local monop
olies, with the city government deciding before
hand which company will be the sole provider.
Once the cable company is in place, protected by
government from competition, the expected inef
ficiencies result, producing higher prices and poor
quality with little hope for improvement.

Underlying all this is the assumption that cable
TV, because of the high fixed costs involved
in providing it, must operate as a "natural mo
nopoly," much like the utilities. A survey by
Consumers' Research magazine (see opposite
page) shows this nostrum to be invalid.

According to the survey, cable can compete suc
cessfully for consumer dollars, and when it does,
prices, on average, are lower to consumers, and
service (measured in the number of channels pro
vided) is better.

The survey covered 26 competitive markets

John Merline is Editor ofConsumers' Research,800 Mary
land Avenue, N.E., Washington, DC 20002.

and compared these markets with 26 comparably
sized non-competitive markets in clo~e proximity.
In these 52 markets, rates for basic cable (cable
with no premium channels) were 18 percent lower
in competitive markets than in non-competitive
markets ($14.23 per month vs. $17.33 per month).
Further, in areas where more than one cable com
pany existed, more channels were provided on
average (39 vs. 33), making the cost per channel
about 33 percent lower (37 cents per channel vs.
55 cents per channel).

In some locations, such as Chula Vista, Califor
nia, Orange County, Florida, and Cumming,
Georgia, cable rates were lower in areas where
cable competed, but higher in directly adjacent
areas where it did not. For example, Cox Cable
charges $11.85 a month in areas of Chula Vista
where it competes directly with Ultronics, but
hikes its rate to $17.95 in those neighborhoods
where it doesn't compete.

In many areas, such as Vidalia, Georgia, Hen
derson, Tennessee, and Troy, Alabama, the mono
poly provider lowered its rates after a competitor
entered the city. In Henderson, the city govern
ment had fruitlessly attempted to get Multivision,
the monopoly provider, to lower its rates. Frustrat
ed, it asked a competitor to come into the market,
and Multivision slashed cable rates from about $20
to $9, while adding channels to its service.

In Troy, Storer lowered its rates in 1990 to cele
brate its 10th anniversary. In nearby Montgomery,
where Storer currently faces no competition, rates
were raised to $18.25. As Harold Freeman, presi
dent of Troy Cablevision, notes, "When you have
competition, you don't need a regulatory agency.
That's evident by what's going on here in Troy."
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BASIC CABLE RATES IN SIMILARLY SIZED
COMPETITIVE AND NON-COMPETITIVE MARKETS1

Competitive2 Non-Competitive

Monthly Number of Price Per Monthly Number of Price Per
City Rate Channels Channel City Rate Channels Channel

Troy, Ala. $11.98 42 26 cents Montgomery, Ala. $18.25 29 63 cents
Mesa, Ark. 16.45 44 37 Phoenix, Ariz. 18.95 36 52
Chula Vista, Calif. 11.85 33 36 Chula Vista, Calif.3 17.95 29 62
Sacramento, Calif. 16.23 33 49 San Francisco, Calif. 19.00 31 62
Cape Coral, Fla. 12.60 54 23 Fort Myers, Fla. 17.75 41 43
Citrus Co., Fla. 12.16 43 28 Brooksville, Fla. 17.61 30 59
Orange Co., Fla. 9.62 42 23 Orange Co., Fla.3 16.95 30 56
Orlando, Fla. 15.50 31 50 Ft. Lauderdale, Fla. 16.20 33 49
Brunswick, Ga. 12.48 54 23 Waycross, Ga. 15.75 41 38
Cumming, Ga. 19.45 43 45 Clarkesville, Ga. 15.95 29 55
Vidalia, Ga. 14.25 35 41 Louisville, Ga. 17.50 19 92
Warner Robbins

AFB, Ga. 11.98 34 35 Macon, Ga. 17.25 34 51
Boone Co., Ky. 17.63 55 32 Covington, Ky. 19.30 54 36
Frankfort, Ky. 7.00 30 23 Lexington, Ky. 13.00 34 38
Glasgow, Ky. 11.23 43 26 Bowling Green, Ky. 18.35 32 59
Anne Arundel

Co., Md. 13.08 37 34 Leonardtown, Md. 17.50 33 53
Monroe, Mich. 15.73 42 37 Adrian, Mich. 16.95 29 58
Omaha, Nebr. 15.83 35 45 Lincoln, Nebr. 15.95 30 53
Hillsboro, N.C. 18.23 32 57 Carrboro, N.C. 17.95 28 64
Paramus, N.J. 17.70 30 59 Palisades Park, N.J. 16.50 33 50
Cleveland, Ohio 14.47 41 35 Akron, Ohio 18.50 30 61
Allentown, Pa, 14.73 47 31 Reading, Pa, 18.62 50 37
Pottsville, Pa, 13.30 30 44 Lebanon, Pa, 15.95 30 53
Henderson, Tenn. 10.48 38 28 Jackson, Tenn. 16.95 36 47
Carollton, Tx. 17.95 38 47 Addison, Tex. 17.95 32 56
Sandy, Utah 17.95 31 58 Ogden, Utah 17.95 24 75
Average $14.23 39 37 cents Average $17.33 33 55 cents

1. Communities are similarly sized and/or in close proximity to one another.
2. Figures are averages for the rates and number of channels provided by competitors in these cities.
3. Rates are for basic cable in this area where not competitive.

SOURCE: March 1990 telephone survey by Consumers' Research.

New Technology and
"Natural Monopoly"

The notion that cable is naturally monopolistic
is further undermined by technological develop
ments that allow companies to provide cable with
out the need for stringing or laying cable through
out a city. These technologies include private
cable, wireless cable, direct broadcast satellite, and
the use of common carrier lines. In addition, local
telephone companies could easily provide cable to
people in their jurisdictions.

With private cable, the operator pulls cable
channels in from a satellite and transmits them to
residents of a large apartment complex or housing
development. He can then send the cable signal to
other buildings using microwave transmissions.

Wireless cable operates like over-the-air T~ in
the sense that its signals are sent from a main trans
mitter to antennas mounted on the roofs of sub
scribers' homes. There are currently about 32
wireless cable companies in the United States.

Direct broadcast satellite, a new development,
allows the direct transmission ofcable signals from
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a satellite to people's homes. The new technology
allows for the use of smaller dishes to pick up the
signal than are currently in use, making it a more
viable cable option to urban dwellers than current
satellite cable.

Common carrier lines are installed by one com
pany, usually the phone company, and then rented
to any company that wants to send its signal over
the wire. This method of delivering cable is cur
rently being attempted in Chicago.

The local phone companies, or Baby Bells, are
also trying to offer cable as part of their phone ser
vice; their efforts have been widely reported in the
news. Currently, the Baby Bells are prohibited by
law from providing any service other than local
phone service, a prohibition which the Federal
Communications Commission claims "no longer
serves the public interest."

If allowed to develop, these methods of provid
ing cable could quickly spur competitive forces in
the industry.

RoadWocbtoCompennon
But if cable can compete, as seems obvious from

the available data, then why does so little competi
tion exist? Primarily, the reason is that city govern
ments, cable operators, and cable programmers,
each with a vested interest in the heavily regulated
and non-competitive market, have thrown up
countless barriers to entry into the cable market
place. Far from a natural monopoly, cable's current
status is, in reality, the result of deliberate policy.

City governments prevent competition in
several ways. According to James Mooney, presi
dent of the National Cable Television Association,
competition almost never occurs because cities
"require so many commitments that only one fran
chise could survive economically." (A franchise is
a permit to use rights-of-way to string or lay cable
in a city.)

When most cities set out to award cable fran
chises, they did so with the understanding that
cable offered a source ofpotentially huge revenues
flowing from cable subscribers to city coffers. In
what amounts to a consumer tax on cable, most
cities charge cable franchises 5 percent of their
gross revenues, along with requirements for elab
orate public access facilities, free telecommunica
tions for local government, and other goodies.
These costs are, of course, borne by consumers.

According to Thomas Hazlett, an economist at the
University of California at Davis, 20 to 30 percent
of an average consumer's cable bill pays for these
city-mandated benefits.

Just winning a franchise can be exorbitantly
expensive. Cable companies have spent millions of
dollars trying to convince city officials that they
should be the sole provider of cable services. In
Denver, for example, three companies spent more
than $1 million each in advertising, promotion,
and lobbying to win the city's franchise.

To keep the franchise money flowing in, cities
have a strong incentive to keep competitors out.
As Mark Tauber, a lawyer who represents private
cable companies, notes, cities "have attempted to
curtail development of [competitive cable ser
vices] in order to ensure that the traditional fran
chised system, from.which they receive a percent
age of gross revenues in the form of franchised
fees, controls the lion's share of the local market."

A famous example of this is the Preferred
Communications v. City of Los Angeles suit, in
which the company, Preferred, has been attempt
ing for seven years to obtain the right to build a
competitive system in the depressed Watts area of
Los Angeles. The city, oddly enough, cites as one
of its reasons for denying Preferred a franchise the
possibility that allowing competition might jeopar
dize "cable service to all regardless of income."

In addition, city governments have vigorously
litigated against even those competitors that don't
need franchises to build cable systems, such as pri
vate or wireless cable. Such legal actions have
occurred in Dallas, Indianapolis, New York, New
Jersey, Chicago, and Washington,D.C.

Having bought into this regulated market,
incumbent cable operators are extremely reluctant
to give up their monopoly position. As one large
cable operator put it: "When the city has held your
feet to the fire and is taking 5 percent [in franchise
fees] off the top, it infuriates you to see them not
take action against someone who comes in and
cuts into your business."

Cable operators in Kentucky, the Bronx, Chica
go, and Florida, among other locations, have bit
terly fought new entrants into their markets, not
by competing, but through lawsuits, ad campaigns,
and complaints to city officials. In Glasgow, Ken
tucky, for instance, the monopoly provider, Tele
scripps, filed two lawsuits attempting to keep a
competitor out.



Incumbent operators will sometimes go to
absurd lengths to convince city officials that one
cable company is better than two. In Cape Coral,
Florida, Cablevisionran a series of advertisements
in local newspapers claiming that competition
from Telesat cable would mean that "600 to 700
trees would be damaged," that cable rates would
be higher, and that "competition rarely endures."

Meanwhile, in Collier County, Florida, the
monopoly provider, Palmer Cable, invited the
media and community leaders to a complimentary
breakfast "and then proceeded to blow its own
horn" and attack "Telesat and any other cable com
pany that may want to invade Palmer's territory,"
according to an article in the Marco Island Eagle.

Chicago Cable TV, the franchised operator in
the area, convinced the city to bring suit against
21st Century, a private cable company, effectively
shutting down its operations.

The "Crown Jewels" of Cable
If this weren't bad enough, potential competi

tors face one final obstacle: getting quality pro
gramming. The way cable works, an operator must
obtain programming from various suppliers, such
as ESPN, TNT, the Discovery Channel, and oth
ers. These programs make up the "crown jewels"
of basic cable service, without which it is nearly
impossible to sell cable TV: According to Gene
Kimmelman, executive director of the Consumer
Federation of America: "Virtually all of the major
programmers deny access to or discriminate
against [competitive] operators in. provision of
programming."

A recent survey by Information Age Economics,
Inc., of the 32 wireless cable companies in the Unit
ed States bears this out. The survey found that 25
wireless systems were denied access to HBO, 14
were denied access to ESPN, 26 were denied the
SportsChannel, and 31 were denied TNT. "Even
when programming is made available to wireless
cable systems," notes the report, "it is often avail
able only on a restricted basis," that limits distribu
tion to certain geographic areas. In Cleveland, for
example, MetroTEN can transmit HBO only to
those areas where it has a franchise, but not to near
by neighborhoods where it does not.

According to some industry analysts, program
mers are reluctant to sell to competitive cable
operators either because the programmers are
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owned outright by large "multiple system opera
tors" (or MSOs, cable companies with franchises
in several cities), or because the MSOs use their
market power to convince programmers not to sell
to smaller competitors. According to Sol Schild
hause, a lawyer active in promoting competitive
systems, "The MSOs' clout with the major cable
networks is turning out to be sufficient to assure
that the second operator will have to try to com
pete without being able to offer cable program
ming that viewers have demonstrated they will pay
for." Without these crown jewels, competitors are
at a serious disadvantage.

In the absence of local regulation, the cable
industry would likely have developed very differ
ently. For example, because of the high costs
imposed by city governments on cable franchises,
only larger, better financed companies were
equipped to compete for franchises. Smaller com
panies simply could not afford to pay for the
advertising and promotion involved in swaying
city councilmen, let alone pay for all the perks
mandated by city officials. (In Sacramento, for
instance, the winning franchise agreed to purchase
20,000 trees for the city.)

Upon winning a franchise, the monopoly
providers of cable were able to use their profits to
buy up franchises in smaller markets. In almost all
the areas surveyed by Consumers' Research, the
incumbent cable operator was owned by one of the
large MSOs, such as TCI, Cablevision, or Multivi
sion. In other words, the current system, with huge
mandatory initial costs and monopoly profits, fos
tered concentration of the industry in a few hands.

It was this market power held by a few compa
nies that led, in turn, to the MSOs' having the abil
ity to convince programmers not to sell to smaller
competitors. Cable companies appear able to
assure programmers that selling to the competi
tion would be bad for business, which they would
likely be unable to do if competition were the
norm rather than the exception. (In the cable
industry, competition is referred to as "overbuild
ing," a term that carries with it a subtle pejorative
meaning that competition in the industry is
"wasteful." Does having two supermarkets in a
neighborhood mean that the area is "overbuilt"?)

When competition is allowed, the other road
blocks are likely to fall. That is, if programmers
realize that it is in their best interest to sell to all
cable systems, they probably will do so. In a com-
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petitive environment, such as in supermarket
sales, it does a supplier no good to sell to only one
company if a large number of the area's customers
are buying from another company. There is anec
dotal evidence, for instance, that in competitive
cable markets, "penetration" (the number of
homes that can receive cable) increases. That is
because each firm is fighting to win as many sub
scribers as possible, and so they wire areas that
previously had been skipped. This was the case in
Troy, Alabama; Anne Arundel, Maryland; Boone
County, Kentucky, and other areas. Many of the
competitive firms claimed that the first areas they
wired for cable had been left unwired by the in
cumbent cable companies.

When cable companies compete, lower prices
occur. More people are likely to subscribe to the

service when it is less expensive. It is not likely,
however, that this common-sense principle will be
understood by programmers unless more areas in
the country are competitive. As it stands, the only
information comes from the powerful cable
monopolists, who chant to programmers that new
cable can't compete and that the competitors are
probably fly-by-night operations who will provide
few customers.

Cable TV suffers not from too much deregula
tion, but from too little. What is needed is a rever
sal of local government policies that prevent com
petitors from entering the marketplace. When
cable does manage to compete, despite all these
obstacles, the lesson is clear: the free market exerts
downward pressure on prices, and upward pres
sure on quality. D
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On the Right to Strike
by Charles W. Baird

S
trikes have re-emergedas a political and
labor relations issue. During most of the
1980s, private sector unions used their

strike-threat weapon very sparingly. Many em
ployers and unions pointed out that if American
industry is to regain its competitive strength, the
adversarial union relations model of the National
Labor Relations Act (the Wagner Act of 1935,
amended by the Taft-Hartley Labor Act of 1947
and the Landrum-Griffin Act of 1959) must be
replaced by more cooperative labor relations.
However, it now appears that many in the union
hierarchy have decided to revive adversarial re
lations in general and strike threats in particular.

Three recent strikes have received a lot of
media attention-the Eastern Airlines strike, the
Pittston Coal strike, and the Greyhound strike.
The thrust of the media coverage has been that
the strike-threat weapon isn't nearly as for
midable as it used to be. The chief culprit is
alleged to be President Reagan. When he fired
the PATCO strikers in August 1981 and success
fully hired replacements, he created a model that
private sector employers now emulate. It used
to be that employers thought it would be bad
public relations to hire replacement workers
during a strike, but according to the media, Rea
gan's actions have removed the stigma. Further
more, during the 1980s the Supreme Court issued
several decisions that significantly reduced the
economic value of the unions' strike-threat
weapon.

Unionists are so upset at these setbacks that
they have sought relief from Congress. Legislation

Dr. Baird is Professor of Economics at California State
University at Hayward.

has been submitted in the House and Senate that
would make it illegal for any employer to hire per
manent replacement workers during a strike.
William Bywater, president of the International
Union ofElectrical Workers, asserts that the union
hierarchy has adopted this legislation as its princi
pal legislative priority in the present Congress.
Moreover, the Supreme Court cases were all
decided on legislative, not constitutional, grounds,
so Congress can override the Court by passing
ordinary remedial legislation. Some unionists have
proposed just that.

Before they rush to do the bidding of the AFL
CIO, legislators ought to examine the nature of the
strike-threat weapon and consider in what sense, if
any, there exists a legitimate right to strike. That is
what I propose to do in this essay.

The Three Strikes
In March 1989 the International Association of

Machinists (lAM) went on strike against Eastern
Airlines. At first, pilots and attendants joined the
strike; but after 164 days they announced they
were willing to cross the lAM's picket lines. The
lAM is still on strike, but some Eastern mechanics
have crossed the picket lines, and Eastern has
filled with replacement workers as many other
slots as it needs for its current operations.

In Apri11989 the United Mine Workers went on
strike against Pittston Coal Company. The strike
wasn't settled until February 1990. During this
long struggle, striking miners ran up $65 million in
court-ordered fines for illegal, often violent ac
tions. Part of the strike settlement called for Pitts
ton to try to persuade the courts to drop the fines
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Striking Greyhound employees confronting the nonunion driver ofa Greyhound bus in New York City last March.
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against the strikers. So far the courts have refused
to do so.

·On.March 2,1990, the Amalgamated Transit
Union took 6,300 Greyhound Lines bus drivers
out on strike in an attempt to shut down Grey
hound's operations nationwide. The attempt failed
because 1,800 drivers immediately crossed the
picket lines, and Greyhound hired what it said
were "permanent" replacements for most of the
strikers. As of mid-April 1990, there had been 30
or more instances of gunfire attacks and a myriad
of less serious acts of violence against buses and
their drivers and passengers. On April 10 Grey
hound filed a $30,000,000 lawsuit against the strik
ing union based on alleged acts of violence and
extortion.

What Is a Strike?
When I ask students to define the word "strike,"

the most frequent answer I get is that a strike is a
collective withholding of labor services by workers
who do not like the pay and benefits package an
employer has offered to them. This is the defini-

tion ofstrike that appears in most textbooks. If this
definition were accurate, I would strongly affirm
that there is a moral, as well as a legal, right to
strike. But the definition is wrong. Section 13 of
the National Labor Relations Act gives unionized
private sector workers a legal right to strike, but
there is no moral right to strike.

A strike is more than a collective withholding of
labor services. It is, in addition, an attempt to shut
the employer down by denying the employer
access to suppliers, customers, and, most impor
tant, workers who are willing to work. The picket
line is the principal means to this end. As the
Supreme Court acknowledged in American Steel
Foundries v. Tri City Trades Council (1921), even
peaceful picket lines can intimidate. Moreover,
picket lines are seldom peaceful. People who
attempt to cross picket lines are routinely threat
ened and are often subject to violence. The Pitts
ton and Gre.yhound strikes are merely the most
recent examples of the true nature of picketing
during strikes. That is why the Supreme Court, in
strongly affirming the voluntary exchange rights of
all participants in the labor market, limited picket-



ing to one picket per entrance in the Tri City case.
The National Labor Relations Act has changed
the law, but it hasn't changed the right.

A Legitimate Right to Strike
There is an awful amount of muddled thinking

about rights on college campuses and among the
judiciary. According to the jurisprudential doc
trine called legal positivism, legislation creates
rights. There are no natural rights. It's a matter of
counting the votes. For example, if there are
enough votes in Congress in favor of creating a
right for person A to interfere in a voluntary ex
change relationship between persons Band C,
then such a right may be created. All that is needed
is that the correct procedures for enacting legisla
tion be followed. According to this view, there are
no substantive limits on what Congress may enact

Legal positivism emerged in American jurispru
dence during the first third of the 20th century.
Roscoe Pound, Louis Brandeis, Felix Frankfurter,
and Oliver Wendell Holmes, Jr. were among its
chief protagonists. Legal positivism gained major
ity support on the Supreme Court during the New
Deal, and it has been dominant ever since.

The framers of the Constitution were not legal
positivists. They subscribed to the idea that there
are fundamental human rights that cannot be just
ly overridden by any act of Congress. Such rights
are inherent in human nature. They do not depend
on the outcome of any election. Government does
not create or grant these rights. They are an
tecedent to government. According to this view, in
order for an alleged right to be a legitimate human
right it must be possible for all humans to possess
and exercise the right simultaneously without log
ical contradiction.

For example, does any person have a legitimate
right to a job? If person X claims the right to have
a job irrespective of the willingness of any other
person Y to employ him, then X's job-related
rights are different from V's job-related rights. X
is entitled to possess a job, and Y has the duty to
provide it. Since such an alleged right cannot be
held and exercised simultaneously by all people in
the same way, it is not a legitimate human right.

The only job-related right that can be held and
exercised by all people in the same way is the
right to make job-related offers to others. Sellers
of labor services have a right to offer to work for
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any employer on any terms the sellers wish. They
do not have a right to compel any employer to
accept such offers. In exactly the same way,
employers have a right to offer to employ any
worker on any terms whatsoever. They do not
have the right to compel any employee to accept
such offers. In short, the employment relation
ship is a contractual relationship based on mutual
consent. In the absence of a contractual agree
ment to the contrary, no employee has a property
right to any job.

What about the right to strike? In the absence
of a contractual agreement to the contrary, any
employee has a right to withhold his labor services
from an employer if he doesn't like the pay and
benefits the employer offers. Ifeach individual has
this right, then a group of like-minded individuals
can exercise this right together. In other words, all
individuals who want to may withhold their labor
services at the same time. If this concerted action
induces the employer to acquiesce to the workers'
terms, so be it. That will depend on the relative
bargaining power of the two sides, and neither side
has a natural right to any bargaining power advan
tage. Each side's bargaining power depends on the
attractiveness of its alternatives.

However, and this is the central point, notwith
standing Section 13 of the National Labor Rela
tions Act, like-minded workers who simultaneous
ly withhold their labor services have no legitimate
right to interfere in any way with the right of the
struck employer to engage in voluntary exchanges
with customers, suppliers, and other workers.
Workers who are willing to work for a struck
employer who wishes to hire them have a legiti
mate right to do so. Moreover, they may agree to
accept the very terms of employment that the
strikers consider to be unacceptable. Replacement
workers have the same job-related natural rights
as striking workers.

Unionists resort to name-calling to imply that
replacement workers don't have the same volun
tary exchange rights as other workers. "Strike
breakers" and, even more pejoratively, "scabs" are
typical epithets. Jack London, for example, once
wrote, "After God had finished the rattlesnake,
the toad, the vampire, He had some awful sub
stance left with which he made a scab." Richard
Trumka, president of the United Mine Workers,
who led the Pittston strike, thought it sufficient to
say, "Replacement worker is a nice refinement in
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terminology, but a scab is a scab" to make a case
against employers who hire replacements. But
scabs are human, and as Thomas Jefferson would
put it, they are endowed by their Creator with the
same unalienable rights as any other human.
Notwithstanding the tenets of legal positivism, not
even Congress can justly take away unalienable
rights.

Replacement Workers
and the Law

The National Labor Relations Act became law
in 1935. The law guarantees a right to strike and to
use picket lines to try to prevent the struck firm
from operating. The Tri City one-picket-per
entrance rule of J921 was overturned. Mass pick
eting is now legal. So long as overt violence is
avoided (or disguised), pickets may threaten and
cajole anyone who attempts to cross the lines.
Since the National Labor Relations Act pre-empts
state law, and since the local police are frequently
outnumbered, police are often reluctant to step in
even when overt violence takes place. During the
Pittston strike, for example, the mines were effec
tively shut down by violence and threats of vio
lence. Even judicially imposed injunctions and
fines were incapable of restoring the voluntary
exchange rights of nonstrikers.

Section 2 of the National Labor Relations Act
provides that employers. may not fire striking
workers. Strikers have property rights to the jobs
they refuse to perform. However, in N LRB v.
Mackay Radio & Telegraph Co. (1938), the
Supreme Court held that struck employers may
hire permanent replacement workers in economic
strikes, as well as temporary replacement workers
in unfair labor practice strikes. An economic strike
is one over issues such as pay, working conditions,
and benefits. An unfair labor practice strike is one
over some alleged illegal act of the employer such
as discriminating against union workers or refus
ing to bargain with a certified exclusive bargaining
agent. In an economic strike, the strikers are still
employees (they may not be fired), but the
employer doesn't have to reinstate them immedi
ately following a settlement. They have first claim
on any job that a replacement worker later
vacates. In an unfair labor practice strike, striking
workers must, upon settlement of the strike, be
given the opportunity to take over jobs held by

replacement workers.
The Court did not decide Mackay on constitu

tional grounds. The Court merely held that the
National Labor Relations Act doesn't prevent
struck employers from hiring replacements. The
Court, in keeping with its legal positivist doctrine,
said that Congress may pass a law banning re
placements but, until it does employers are free to
hire them.

In Belknap v. Hale (1983), the Supreme Court
acted further to uphold the voluntary exchange
rights of permanent replacements. Prior to Bel
knap, some struck employers hired replacement
workers and told them that their jobs were perma
nent. Then, after the strike was settled, these
replacement workers were dismissed and returning
strikers took their place. In Belknap the Court held
that if an employer tells replacement workers that
they are permanent replacements and then dis
misses them when a strike is settled, the dismissed
replacement workers may sue the employer in
state courts for breach of contract. As the law
stands now, during an economic strike employers
are legally entitled to hire permanent replacement
workers. If they do so they cannot offer tbose posi
tions to strikers as part of a strike settlement.

Legislation has recently been introduced in the
House and Senate that would make hiring perma
nent replacements illegal in all strikes. Temporary
replacements could be hired, but it is very difficult
to find qualified workers to take jobs on a tempo
rary basis. The intended effect of the proposed leg
islation is to make the union strike-threat more
credible as an economic weapon against employ
ers. It is an egregious example of politicians
attempting to grant special privileges to an orga
nized, and politically active, interest group in
exchange for financial and in-kind assistance at
election time.

Recent Supreme Court Cases
The Supreme Court has recently issued three

decisions that further decrease the effectiveness of
the unions' strike-threat weapon. From a union
ist's perspective, these cases violate the rights of
union workers. From a natural rights perspective,
the. Court has only partially restored some basic
liberties to nonunion workers and employers.
Those same liberties had been unjustly overridden
by earlier Court cases upholding and interpreting



the National Labor Relations Act.
In Pattern Makers League v. NLRB (1985), the

Court ruled that a union member may resign from
the union during a strike and cross a picket line
without fear of legal retribution from the union.
Under existing law, a union may fine a member
who crosses a picket line, and the fine will be
enforced by government courts. But a nonmem
ber may cross a picket line with (legal) impunity.
Prior to Pattern Makers, a union member had to
give a 30-day notice before he or she could resign,
and no one could resign membership during a
strike. Now a union member can resign at any
time without notice.

Except in the 21 states that have prohibited
them in the private sector, union security clauses
may be included in collective bargaining agree
ments. Under a union security clause, every work
er who works in a unionized firm must either join
the union (union shop) or pay service fees to the
union (agency shop) as a condition of continued
employment. In Communications Workers v.
Beck (1988), the Court declared that money
forcibly collected from unwilling workers could
only be used by the union to pay for the costs of
collective bargaining, contract administration,
and grievance procedures. No such money could
be used for partisan or ideological advocacy or
union organizing activities. Fees collected from
dissenting workers had to be less than the regular
dues collected from voluntary union members. In
the case of a union shop, any worker can become
a "financial core" member at will. That is, mem
bership duties are limited only to paying reduced
dues.

In TWA v. Flight Attendants (1989), the Court
held that after a strike settlement, employers need
not replace "crossover" workers with returning
strikers who have more seniority. A crossover
worker is a striker who crosses a picket line to
return to work before a strike is settled. Prior to
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Flight Attendants, strikers maintained their senior
ity privileges after a strike. A crossover worker
who was doing the job previously done by a more
senior striker would have to give up the job to the
returning worker. Now a striker may permanently
lose a job assignment to a less senior crossover.

In sum, these three cases have made it more dif
ficult for unions to maintain solidarity. During a
strike aJInion member may resign at will from the
union and cross the picket line. Such a worker
completely avoids union dues or, under a union
security arrangement, at least reduces his or her
dues-paying liability. Moreover, as a crossover,
such a worker perhaps gains permanent job assign
ments hitherto reserved for more senior employ
ees. In conjunction with the Mackay doctrine,
which enables employers to hire permanent
replacement workers, these cases make unions less
willing to strike. They decrease the economic
value of strike-threats to unions, but they restore
some voluntary exchange rights to others.

Conclusion
The current Supreme Court appears to be ten

tatively moving toward supporting the voluntary
exchange rights of all workers. But, since all of
these cases have been decided on legislative, not
constitutional, grounds, all Congress has to do to
again promote unionists' privileges over the rights
of others is amend the National Labor Relations
Act. Moreover, as present justices retire and new
ones take their places, the Court itself could easily
move back toward promoting unionist privileges
at the expense of the rights of others. A constitu
tional amendment that incorporates the safe
guards the Court enunciated in 1921 in the Tri
City case and makes affiliation with a union a mat
ter of individual choice, not majority vote, is the
only (nearly) reliable way to defend the legitimate
rights of all participants in labor markets. D
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Government Isn't
Living Up to Its Contract
by Roger Koopman

W
hen you mention the word "contract,"
it doesn't evoke instant excitement.
Most of us associate contracts with

banks, car dealers, realtors, and the like, and think
of them in terms of payment plans and other finan
cial obligations. But in reality, a contract exists
whenever two or more parties agree to be bound
by a mutual arrangement-which mayor may not
take written form. Contracts, therefore, are a basic
expression of voluntary actions, free agency, and
free will. They are the mortar that holds together
a peaceful and free society. Without contractual
relationships, there would be neither order nor
freedom of choice.

The Constitution is an excellent example of a
contract, whereby the people contract the specific
services of the federal government and establish
strict prohibitions on governmental power to safe
guard their liberties. Both sides are required to
honor the letter of the agreement, but the relation
ship set forth in this document makes clear who
(Le., the people) is the superior party, and who is
serving whom.

Marriage can be viewed as a contract between
two people. While, in a civil sense, all marriages
have a certain commonality, they are also highly
individualistic "contracts," reflecting the values,
religious beliefs, personalities, and so on, of the
husband and wife. Business relationships, like
wise, are contractual in nature, whether written or
verbal. So, in the same sense, are employer
employee relationships.

Contracts imply several things: 1) that the rela
tionship was entered into with the full knowledge

Mr. Koopman is a businessman in Bozeman, Montana.

of the individuals, 2) that it was arrived at freely,
without force or coercion, and 3) that the relation
ship was perceived by all parties as beneficial. For
a contract to be valid, then, there can be no inter
ference by outside parties.

Obviously, freedom of contract is essential to an
open, competitive, exchange economy. The entire
system offree market transactions is based on con
tracts. The strength of this system is its diversity,
and the extent to which it maximizes individual
choice and personal freedom.

But somewhere in our history we began to
accept, ever so slowly, the notion that government
(our Constitutional servant), has the right to inter
fere with the contracts of free people. I'm sure the
argument in the beginning was the same as the
arguments are now, as· all levels of government
continue to erode our ability to contract freely
with anyone for anything. The rationale is always
that it is for the "public good."

Funny though-I've never met one of those
"publics." I know that I'm not one, and as I look
around, all I ever see are individuals, never
publics. Maybe they're kind of like leprechauns,
these publics, and the only ones who can spot them
are politicians. They're always being talked about
by the politicians, and all the laws seem to be
passed in their behalf. They must have hired a
great lobbYist!

But stop and consider all the ways that govern
ment denies the individual his right to determine
his contracts with others. Take employment rela
tionships, for example. Do Americans still have
the right to form whatever mutually beneficial
relationship they choose when they go to work for
someone or hire someone? Of course not. Our



"servant" government doesn't permit us, because
they have a "better idea" in mind. So they force
wage minimums on us that extinguish many jobs
altogether. They force worker's compensation
insurance on us, even if the individual worker
would rather pass on that "benefit" and take other
benefits or higher wages instead. They force
unemployment insurance on us in the same way.
Do we have a choice, as employees, to opt for a dif
ferent policy from the private sector-or to choose
no policy at all?

What kind ofchoice can we make about the 15.3
percent we and our employer together must con
tribute to Social Security? Do we have the oppor
tunity to design an alternative retirement program
with our employer? And what about overtime
arrangements? Who decides all of that on our

Readers'
Forum
To the Editors:

In your July 1990 issue, an article by Dwight D.
Murphey seeks to position Employee Stock Owner
ship Plans (ESOPs) as a threat to the free market and
as a vehicle for a new constituency for the American
Left. Nothing could be further from the truth. ESOPs
do not constitute "workers' control" or "workers' self
management" but instead allow workers (both hourly
and salaried) to become capital workers as well as
labor workers. One need only read the writings of
Louis O. Kelso, founder of the ESOP concept, to
understand that Kelso does not believe in a free lunch
oragiveaway ofcapital ownership. Dr. Murphey in his
article is correct when he states that workers' "control
is inefficient to the extent that it is socialist." The
ESOP advances the cause of the free market system
and educates workers to understand that employers,
in order to be competitive and profitable in afree mar
ket situation, must be efficient and productive. ESOPs
can and have reduced labor-management strife, there
by providing ESOP corporations with a competitive
edge in the domestic and world marketplace.

Stripped to its core, Murphey's article seeks to
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employment contract? The government again,
because we "publics" can't be trusted to know
what's best for us.

And this just scratches the surface in one area
of our lives. You would be hard pressed to find any
area of our existence where Big Brother doesn't
close off our options and dictate what kinds of
contracts we are allowed. Just pause and think
about it.

Then reflect on what this is saying about you as
a person. How independent are you? How free
are you to pursue your own happiness? How able
are you to control your own destiny when your
government all but writes your life's contracts?
And how much longer are you willing to sit back
and watch other people you don't even know rule
your life? D

perpetuate an elitist group owning all the means of
capital acquisition, thereby (though Murphey
doesn't seem to understand this fact) placing work
ing men and women in ideological and economic
competition with their employers. In that battle,
everyone loses and no one wins. Inequality in the
ability to achieve capital acquisition is a rallying cry
for exponents of the foolish and dangerous socialist
system. The goal of any economic system is to create
goods and services that can be utilized by it~ produc
ers as consumers. The theories of Louis and Patricia
Hetter Kelso have made capital ownership a reality
for millions in the United States, thereby spreading
the constituency for the free market system and
demonstrating to those individuals that in acapitalist
system with broad-based capital ownership, their
lives can be improved by reason of their own hard
work and efficient participation in the free market
system.

D. Bruce Shine, General Counsel
United Textile Workers of America

Professor Murphey responds:
I am calling my remarks a "response" rather

than a "rebuttal" because I hope to enlist common
ground-not an adversarial relation-with people
such as Mr. Shine.

In my article in the July Freeman, I essentially
made three points:

1. That employee ownership is growing by
leaps and bounds as a result of the massive tax
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preferences that have been given to it since 1974.
This growth is a product of "interventionism," not
of the free play of market forces.

2. That the rapid institutionalization of employ
ee ownership will create a vast new constituency
for government intervention. One reason for this
is that millions of employees are being caused to
rely upon a non~diversified form of holding as one
of their principal investment vehicles. Govern
ment will almost inevitably, given the political real
ities once an enormous employee-ownership con
stituency comes into being, be called upon to make
sure that employee-owned companies don't fail or
at least to serve as guarantor that the employees
won't lose the value of their shares if their compa
nies fail.

3. That, even though I don't think the move
toward employee ownership will lead to socialism
in the United States, the Left can certainly be
counted on to seek to dominate it with an anti-cap
italist animus. Workers' control was central to
much 19th-century socialist thought, and has been
a centerpiece of Western European and American
socialist thinking in recent years. What many of us
don't realize is that there is an extensive and active
socialist literature on the subject. This suggests
that we are creating a potentially hostile institution
within the heart of capitalism itself, with all of the
future conflict that that entails. Those who favor a
free market had better get busy within employee
owned businesses to see to it that such ownership
actually does create an identification with capital
ism on the part of the employees. We need to
understand that American employees' hearts and
minds are going to be contested territory in an
unfortunate ideological war. It's a war in which
proponents of a free market will, as always, be at a
serious disadvantage in terms of intellectual and
media articulation.

These are the points I made in the article.
Now I am pleased that Mr. Shine has raised an

aspect that I did not have space to address in my
article. (I've devoted considerable attention to it in
recent issues of the Conservative Review and The
Journal ofSocial, Political and Economic Studies.
I will be glad to send copies to anyone who writes
to me in care of The Freeman.)

He refers to the writing of Louis O. Kelso,
known as "the father of the ESOP (Employee

Stock Ownership Plan)." He indicates that Kelso
and his coauthors-who were Mortimer Adler for
the first two of four volumes and Patricia Hetter
Kelso for the final volume-actually favor
employee ownership as part of a free market sys
tem, not of socialism.

I can only hope that Mr. Shine, and others, will
go back and read Kelso's books carefully, looking
past the rhetoric of a "new capitalism" and seeing
that what Kelso has actually been propounding for
over 30 years is a thoroughgoing socialism.

In fact, Kelso's writing is the most fascinating
example I know of semantic inversion. He and
Adler were brilliant in devising a way to call social
ism "capitalism."

ESOPs are only a small part of the road to the
"new capitalism." The idea is to have an unlimited
supply of government-backed credit to lend to vir
tually everyone, without obligation to repay (and
thus the semantically disguised handout), to make
it possible for people to buy all sorts of property
-including even shares in sidewalks-until every
one in our society owns roughly the same amount
of property. Then everyone is to receive payments
derived from their ownership as a form of entitle
ment. This vast scheme of redistribution and of
entitlement payments is called "capitalism"
because everyone is made an "owner" and is said
to be receiving a return on his or her "capital."

I know this is astonishing, but anyone who
doubts my summary of it is urged to run, not walk,
to the public library to read anyone-but prefer
ably all four-of Kelso's books. There, under an
impressive array of verbiage and semantic inver
sion, the discerning reader will see the whole
scheme laid out in all its glory.

I hope Mr. Shine is one of the many who have
genuinely been fooled by the Kelso books. Many
solid free market proponents have accepted the
Kelso rhetoric at face value. I have no doubt but
that true proponents of a market economy will join
me in opposing Kelso's scheme, although anyone
who's been snookered needs a little time to adjust
to a realization of it. After a short period of disbe
lief, they should be angry. Not at me as the messen
ger bringing bad tidings, but at Kelso.

Dwight D. Murphey
The Wichita State University

Wichita, Kansas
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A REVIEWER'S
NOTEBOOK

The War of Ideas

by John Chamberlain

J ohn C. Goodman of th.e National Center for
Policy Analysis, in company with Ramona
Marotz-Baden of the Foundation for Re

search on Economics and the Environment, are
doing their best to keep up with changing ideas as
they affect Latin America. They continue to have
their troubles.

As their new book, Fighting the War ofIdeas in
Latin America (National Center for Policy Analy
sis, 12655 N. Central Expressway, Suite 720, Dal
las, Texas 75243, 252 pages, $6.95 paper), went to
press, the very first page of their introduction
demanded drastic footnoting.

Goodman and Marotz-Baden had quite inno
cently stated that a free enterprise candidate had
defeated a traditional socialist for the presidency
of Brazil. They had followed this by saying that in
Peru, the leading candidate for the presidency is a
former socialist who now strongly endorses free
markets. But after their writing, the president of
Brazil revealed himself as a currency freak. His
constituents woke up to the fact that they could
not put their hands on 80 percent of their money.
The repercussions of the Brazil situation were
quickly felt in Peru, where the popular novelist
Mario Vargas Llosa was supposed to be a shoo-in
to succeed Alan Garcia as president. Vargas Llosa
had indicated sympathy for the decision that had
so drastically curtailed the Brazilian money supply.
When news of this got abroad there was a quick
rush to abandon Vargas Llosa. It is all a great mix
up. The upshot of the business has been most
peculiar: a son of Japanese immigrants, Alberto
Fujimori, beat Vargas Llosa in a runoff. He did it
by working out of a store front in Lima, with no
money, capitalizing on the deep-rooted fear that

no government could be trusted with a people's
savings.

If the whole of the Goodman/Marotz-Baden
entries had to be subjected to such footnoting, it
would not be worth much as information. Good
man and Marotz-Baden do much better when they
stick to trends. Their various case studies are all on
the upbeat side insofar as hopes for a free enter
prise hemisphere are concerned. Chile has created
a workable private social security system. In
Guatemala, Manuel Ayau, a former president of
the Mont Pelerin Society, is in the running for the
presidency of his country. Two decades ago he
started the free enterprise Francisco Marroquin
University, whose graduates are now playing con
structive roles in Guatemalan politics. Ayau has
brought many Mises and Hayek scholars to his
campus, induding Milton Friedman, a three-time
lecturer. It costs more to study at Francisco Marro
quin than at state schools, but voluntarists have
raised the necessary supplementary funds for
scholarships. The university has, according to
Goodman and Marotz-Baden, "home grown near
ly 40 of its 200-plus faculty members, including its
Dean of Economics. Recently, its Theology School
opened satellite schools in Costa Rica, Honduras,
EI Salvador, and even Nicaragua."

We have touched on Peru, where Hernando de
Soto's El Otro Sendero (The Other Path) battles
with the terrorist organization incongruously titled
"EI Sendero Luminoso" or "The Shining Path" for
adherents. The underground-or "informal"
economy in Peru, which has constructed $8.3 bil
lion worth of houses in 20 years in comparison to
the government's $174 million, will go with Alber
to Fujimori in easy preference to tougher taskmas-
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ters who would force a waiting time of many years
to get legal title to land. Fujimori has announced
that Peru, which has stopped paying on its interna
tional debts, will "rejoin the world economy"
meaning that it will develop a plan to stabilize its
economy with the help of the International Mone
taryFund.

Venezuela and Mexico offer little puzzlement to
Goodman and Marotz-Baden. The oil bonanza of
1974-83 might have put five important Western
nations on Easy Street. But Venezuela and Mexi
co, which had high-priced oil to sell along with
Norway, Holland, and Great Britain, muffed a glo
rious opportunity. Instead of paying off debts, all
five of the oil-possessing nations immediately
increased public expenditures.

"In Venezuela," we are told, "government
spending as a percent of GDP [Gross Domestic
Product] varied between 30 and 35 percent from
1962 and 1972; yet government spending climbed
to 57 percent of GDP by 1984." In Mexico, public
spending peaked at 61 percent ofGD~Holland hit
62 percent, Norway 48 percent, and Britain 46 per
cent. The oil-money spending went for all sorts of
public projects, and it was accompanied by
increased government borrowing for parallel
expenditures. "In all five countries, the rationale
behind these government policies was the belief
that public spending would create and distribute
wealth. In each case the opposite occurred. As
resources were diverted from the productive pri
vate sector to the inefficient public sector, the con
sequences were devastating. In many cases the
increased spending took the form of acquiring,
expanding, or starting government-owned enter
prises. Invariably, these firms incurred losses,
which required even more government subsidies.
As the subsidies to inefficient state-owned enter
prises grew, efficient companies in the private sec
tor were starved for capital."

The Mexican economy, despite its abundant
natural resources and its industrialization after
1949, has turned into a nightmare. The runaway
inflation "has resulted in a tremendous outflow of
capital in the last ten years. An estimated $60 bil
lion in private Mexican money has poured into the
U.S. and at least another $8 billion has been iden
tified in Swiss bank accounts. What went wrong?"

The editors tell us about the ejidal system of
landholding, under which land was split into
parcels too small for the peasants to eke out a sub-

sistence living, let alone produce food for sale. To
give up the ejidal system would require a tremen
dous rejection of one of the Mexican revolution's
most cherished traditions.

But, say Goodman and Marotz-Baden, "As this
book goes to press, there is mounting evidence
that President Salinas is serious about free market
reforms-that he favors real reform, not merely
cosmetic changes designed to appease internation
allenders."

Salinas has announced his own conversion to the
cause of privatization. If we could establish a gen
uine free trade area from Canada and Alaska to the
Panama Canal it would be a tremendous victory for
freedom. But the problem of Castro, who keeps
pouring arms into Central America, would remain.
And there is the warning attributed to Jack Kemp:
"The International Monetary Fund is a greater
threat to Central America than the Sandinistas."
Fujimori, though Peru is not in Central America,
should take note of Kemp's general reasoning. D

INSIDE PERESTROIKA: THE FUTURE OF
THE SOVIET ECONOMY
by Abel Aganbegyan
Harper & Row, Keystone Industrial Park, Scranton, PA 18512 • 1989
241 pages • $19.95 cloth

Reviewed by Russell Shannon

A
bel Aganbegyan has been one of Mik
hail Gorbachev's chief economic advis
ers. In his book, which is written for gen

eral audiences, Aganbegyan indicates clearly that
he has had ample opportunities to observe the
operation of a centrally controlled economy and is
vividly aware of its failings. He also reveals not
only a firm grasp of, but also a strong admiration
for, some of the most basic characteristics of a free
market economy. Yet his understanding of and
dedication to market principles is so flawed that
one puts the book down with a sense of sorrow. If
these are the views of one of the Soviet Union's
staunchest free-market advocates, then it seems
likely that paternalism will prevent perestroika
(economic restructuring) from being more than
partial.

For years, tales have leaked out of the Soviet
Union about the grotesque absurdities which
result from centralized control of the economy-



how, for example, a shoe factory made all its shoes
the same size to satisfy Gosplan's quota rather
than serve the desires of consumers through the
market. Now we are treated to such examples
coming from the "horse's mouth," as Aganbegyan
puts it. All such problems he blames on the Soviet
system of diktat, or centralized command, which
features monopolies in most realms of production.
Competition, Aganbegyan notes, has been· pre
vented in order to avoid the problems of unem
ployment and bankruptcy. But the monopolies
have produced vast quantities of largely useless
items, such as the "bulldozer" built by a tractor
factory which simply added a blade to a caterpillar
tractor and proclaimed it to be a "bulldozer."

Tens of thousands of these ersatz bulldozers
were produced by the Chelyabinsk factory each
year, primarily for use in the far north. Aganbe
gyan states that "no bulldozer lasted even a
season, and every year each one required a total
overhaul costing several times more than the orig
inal purchase." Nor is this an isolated instance, for
Aganbegyan states that what he calls the "dicta
torship of the producer over the consumer" causes
the story to be repeated "in every branch of the
automobile, shipbuilding and machine-tool indus
tries."

Clearly, Adam Smith's precept that "consump
tion is the sole end and purpose of production" has
been ignored, with disastrous results.

Aganbegyan has several ideas about what needs
to be done. He proclaims the need to control mon
etary growth in order to prevent inflation-sound
ing much like Milton Friedman, whom he has met.
He also advocates opening up the Soviet economy
to international trade, providing the double bene
fits of greater international division of labor and a
strong incentive for domestic firms to improve
product quality. And he stresses the importance of
allowing individual contractual arrangements to
replace the diktat of central supervision.

Of course, as Aganbegyan realizes, the Soviet
Union has engaged in such periods of reform in the
past-under the New Economic Policy instituted
by Lenin in the 1920s as well as more recently
under Khrushchev and then Kosygin. Yet all these
reform phases failed, and the Soviet system sank
back into costly centralization.

Will things be different this time? Aganbegyan
ardently believes they will. He puts his faith in the
growing democratic elements in the Soviet Union
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which Gorbachev has introduced. But if he were to
cast his eyes to the Soviets' great southern neigh
bor, India, he would observe that democracy is no
guarantee of an end to bureaucratic control and
widespread economic waste.

In fact, Aganbegyan himself is reluctant to relin
quish much of the centralized control which guides
production through five-year plans, guarantees
workers' employment, and provides certain mini
mum needs. He does recommend allowing work
ers to buy their own homes, partly in order to soak
up some of the "ruble overhang" which has devel
oped because the lack of suitable consumer goods
has resulted in an extraordinary accumulation of
savings. But land and mineral wealth, he believes,
should remain basically under state control, and 20
to 30 percent of the Soviet Union's annual output
would be directed by the state.

What will be the outcome of perestroika? At
the turn of the 20th century, Henry Adams visited
Russia and in The Education of Henry Adams
wondered, "Could inertia of race, on such ~ scale,
be broken up or take new form?" Adams wasn't
overwhelmed with optimism. Nor will such a feel
ing pervade the reader of Aganbegyan's book. It
does seem reasonable to suggest that the ugly
caterpillar of Communism has entered a sort of
cocoon. Will it emerge as a beautiful capitalist but
terfly? That seems unlikely. One suspects that,
instead, it is apt to appear as a much more drab and
modest socialist moth. D

Professor Shannon teaches in the Economics Depart
ment at Clemson University.

PREFERENTIAL POLICIES:
AN INTERNATIONAL PERSPECTIVE
by Thomas Sowell
William Morrow & Co., P.O. Box 1219,39 Plymouth Street, Fairfield,
NJ 07007 -1990 - 221 pages - $17.95 cloth

Reviewed by David M. Brown

A dvocates of preferential policies can't
afford to ignore this book-at least, not
if they care about how their policies are

working in practice.
With the diligence and insight his readers have

come to expect, Thomas Sowell doesn't skimp
when itcomes to presenting and analyzing the rel-
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evant empirical data. He looks at the often bloody
results of coerced preferences in a variety of polit
ical and social contexts around the globe and
comes up with some disturbingly similar patterns.

By preferential policies, Sowell means "gov
ernment-mandated policies toward government
designated groups," policies "which legally man
date that individuals not all be judged by the same
criteria or subjected to the same procedures when
they originate in groups differentiated by govern
ment into preferred and non-preferred groups."

In the first part of his book, Sowell dIscusses
three major contexts for such policies: "Majority
Preferences in Majority Economies," "Majority
Preferences in Minority Economies," and
"Minority Preferences in Minority Economies,"
in three riveting chapters of economic and histor
ical analysis.

By labeling economies "minority" or "majori
ty," Sowell is specifying which group or groups
tend to dominate economically in a particular soci
ety. In the United States, the majority (roughly
speaking) dominates, while the government
preferred minority (e.g., blacks) is regarded as dis
advantaged and requiring special government
help. Minority economies include places like
Malaysia, Nigeria, and Sri Lanka, where an ethnic
or racial minority-often composed of better-edu
cated and/or better-motivated outsiders-eco
nomically outstrips the indigenous majority and so
incurs at least some of that majority's envy, resent
ment, and political wrath.

The motivation of concern over unfair discrim
ination, which we are familiar with in this country,
doesn't wash when the beneficiary of preferential
policies is the majority. After all, the minority has
no evident means, aside from political force, ofsys
tematically excluding the rest of the populace from
certain economic or social contexts (which is why
South African apartheid is not, and could not be, a
free-market institution). But neither, it turns out,
does the majority have any such means. Majority
preferences have had to be imposed by force in
both majority economies (as in the pre-'60s South,
with the Jim Crow laws) and minority economies
such as Malaysia. Ithad to be by coercion because,
in the marketplace, discrimination is costly. And
the individual who indulges in unjust discrimina
tion, forgoing a more economically rational alter
native, must pay those costs. "When apartments
remain vacant longer because minority tenants are

turned away, the landlord pays a cost for discrimi
nating. So does the discriminating employer whose
jobs remain unfilled longer or can be filled more
quickly only by offering higher pay." In the free
market, the more rational, non-discriminating
businessman has a competitive edge-regardless
of his own group membership or that of the other
parties involved.

On the other hand, the discrimination costs for
government are negligible. When a legislator pass
es a law or a bureaucrat enforces it, neither is
obliged to pay the resulting costs to the businesses
or other institutions that must obey it.

These differing incentives manifested them
selves in the wake of the Jim Crow Jaws, the net
work of restrictions against blacks that were im
posed in the post-Reconstruction South. When
streetcars were a private, profit-making, relatively
unencumbered enterprise during the 19th century,
streetcar owners in the South did not segregate
blacks and whites into different compartments;
that would have entailed new costs (the disaffec
tion of black customers) without new profits.
(They did, however, segregate passengers into
smoking and non-smoking cars, a move justified
by economic demand.) As racial segregation was
legally mandated around the turn of the century,
furthermore, streetcar companies in towns like
Mobile, Montgomery, and Augusta initially re
fused to comply with the law. In Tennessee, Jim
Crow legislation was delayed (and later over
turned in court) through the opposition of the
streetcar company there. Sowell notes that,
because of the economic burdens involved, eva
sion of legally enforced racial discrimination is
common in other industries and countries as well.
With infuriating insensibility, government imposes
arbitrary costs on innocent citizens.

Preferential policies have been instituted
throughout the world. Almost always, in the
name of some "higher goal" of equality among
groups, reason, economic efficiency, and simple
civility are scrapped, with a small elite typically
benefiting at the expense of everyone else-not
excluding the intended beneficiaries. Often,
those in a position to benefit from preferential
policies are already the more·advanced members
of their group, with the education or income
needed to take advantage of the politically
imposed opportunities others cannot touch.

In Malaysia, a majority economy dominated by



an outside minority (the Chinese), political prefer
ences for Malaysians benefited "at most 5 percent"
of Malays. "While the statistical representation of
Malays on corporate boards of directors in
Malaysia rose under preferential policies, so did
the proportion of Malays among the population
living below the official poverty line," Sowell
notes. "In short, the Malay masses provided the
political support for preferential policies that ben
efited the Malay elite-in the name of the masses."

In the United States, "the largest gains in black
wages relative to those of whites between 1960 and
1970 occurred in private sector industries less reg
ulated by government and less likely to be govern
ment contractors." Furthermore, "Black males
with more education and more job experience
have advanced in income, both absolutely and rel
atively to whites, while black males with less edu
cation and less job experience have retrogressed
relative to whites over the same span of years. In
short, the gains have gone to those already more
fortunate, as with preferential policies in other
countries." That's one pattern that Sowell notes.

Another pattern is violence. One is struck by
the extent to which preferential policies stir up and
exacerbate the racial resentments which often
motivated those policies to begin with. Blacks
against whites in the United States, Assamese
against Bengali in India, Hausa-Fulani against
Ibos in Nigeria. In Nigeria, where the Moslem
North lagged behind the South in areas like edu
cation and jobs, group polarization attending pref
erential policies for Northerners led to mob vio
lence, the hunting down and slaughtering of Ibos,
and ultimately civil war. The Ibos, who had tried to
split off from Nigeria and form their own country,
ultimately surrendered, and fortunately at least
some preferences were rescinded (in one of the
few instances of such backtracking anywhere).

The consequences of preferential policies,
which Sowell covers exhaustively, are disastrous.
But what if consequences don't matter to the poli
cy molders? One of the most startling passages in
this book is from an ethnic "spokesman" conced
ing the generally superior qualifications of a com
peting ethnic group, but concluding, "Maybe they
are better qualified but why is merit so important?
We can have some inefficiency. That will be neces
sary if our people are to get jobs. Are we not enti
tled to jobs just because we are not as qualified?"
One would suppose that qualifications were
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important so that you could do the job for which
you have been hired; but, alas, that's irrelevant if
the real point of ajob is not production but the sat
isfaction of arbitrary racial demands, and costs be
damned.

The more theoretical second part of the book
discusses the illusions of knowledge, control, and
morality that have influenced support of preferen
tial policies. There are echoes of the Hayekian per
spective on the distribution of knowledge through
society here, and of Sowell's own analysis in
Knowledge and Decisions, which make this section
particularly intriguing-and devastating.

Regarding the question ofmorality in particular,
the book provides convincing evidence that if
being moral has anything to do with the promotion
of human life, racism at the point of a gun has little
to do with it. D

David M. Brown is the managing editor of the Laissez
Faire Books catalog and a free-lance writer.

SOUTH AFRICA'S WAR AGAINST
CAPITALISM
by Walter E. Williams
Praeger, One Madison Avenue, New York, NY 10010 • 1989 • 159
pages • $37.95 cloth

Reviewed by Matthew B. Kibbe

M any p.eople are justifiably outraged by
South Africa's apartheid system. Oth
ers offer apologies. What often unites

these two seemingly disparate views is the belief
that apartheid is somehow the result of profit
seeking under free-market capitalism. Starting
from this belief, one must either rationalize the
existence of a government-imposed system of
legalized racial discrimination or embrace some
form of socialism. These extremist views are rein
forced by the statements of South African leaders
such as former President ~ W. Botha, who pro
claimed that South Africa "is a symbol of ... free
enterprise," and black anti-apartheid activist
Bishop Desmond Tutu, who declared that he is
fundamentally "opposed to capitalism."

This book cuts through the emotionally charged
rhetoric surrounding racism to get to the root of
the apartheid system. Professor Williams shows
that the problem in South Africa is not the free
market process, it is the existence and dominance
of centralized government power. As he puts it,
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"... South Afriea's apartheid is not the corollary of
free-market or capitalist forces. Apartheid is the
result of anticapitalistic or socialistic efforts to sub
vert the operation of market (capitalistic) forces."

To prove this thesis, Williams develops a broad,
interdisciplinary study of South Africa's apartheid
system, weaving theoretical economic analysis
into a rich historical, legal, and institutional cloth.
This interdisciplinary approach makes Williams'
findings all the more persuasive.

Still, as one might expect from a Walter Williams
book, this volume is driven by the logic of markets
and prices. "Under market allocation of re
sources," he observes, "price is the major determi
nant to resource usage-which is not to say that
racial discrimination is absent. It is recognized that
market allocation tends to exact a penalty from
those who engage in racial discrimination. As
such, the free market is no respecter of race, eth
nicity, religion, sex, or nationality."

Unfortunately, it has been special-interest poli
ties-not the market-that has held sway in South
African racial affairs for the better part of this cen
tury. The policy of apartheid, a term made popular
by South African Prime Minister Daniel Fran~ois
Malan in 1948, originated in a myriad of govern
ment-imposed laws designed to keep nonwhites
from participating and competing in the market
process. As early as 1911, under the coercive influ
ence of white labor unions, the South African gov
ernment passed the first in a series of restrictive
labor laws which became known as the "color bar."
The Mines and Works Act of 1911, under the guise
of safety, required "certificates of competence" for
many types of work. Such certificates were largely
unavailable to nonwhite natives.

The white labor unions and other white su
premacists lobbied for other regulations which, in
effect, prohibited blacks from being hired. These
groups demanded that the hiring of blacks and
other nonwhites be subject to the same compulso
ry employer compensation and minimum wage
requirements granted to white union members.
The intent of such legislation, Williams contends,
is obvious. Such labor laws took away the only bar
gaining chip available to the blacks and other non
whites-their willingness to work for a lower
wage. Many whites recognized this. In 1925, for
example, the report of the Mining Regulations

Commission proposed a mandatory system of
minimum wages per job "in order to rescue the
European miner from the economic fetters which
at present render him the easy victim of advancing
native competition."

Contrary to the view accepted by many on the
political left, apartheid is not the result of white
businessmen attempting to maximize profits by
enslaving cheap black labor. It is instead a product
of political privilege. Says Williams:

The mere existence of South Africa's extensive
racial regulatory laws is evidence enough that
racial privilege is difficult through free market
forces. Consider South Africa's job reservation
laws, which mandate that certain jobs be per
formed by whites only.... The presence of job
reservation laws suggests that at least some
employers would hire blacks in the "white
jobs." The fact that they would hire blacks to do
white jobs neither requires nor suggests that
these employers be necessarily any less white
supremacist than anyone else. It does suggest
that those employers who would hire blacks
considered such a course of action to be an at
tractive alternative because blacks were willing
to work for lower wages-"uncivilized wages"
-than white workers. The business pursuit of
profits-which caused employers to be less ar
dent supporters of the white supremacist doc
trine-has always been the enemy of white priv
ilege. This is why South African white workers
resorted to government.

"The whole ugly history of apartheid has been
an attack on free markets and the rights of individ
uals, and a glorification of centralized government
power," Williams concludes. Only when South
Africa's people-black, white, or colored-"de
clare war against centralized government power"
will there be genuine progress toward freedom.
Walter Williams' new book provides powerful
intellectual ammunition for that war. 0

Matthew B. Kibbe is Director ofFederal Budget Policy
at the United States Chamber of Commerce, and a doc
toral student in economics at George Mason Universi
ty's Center for the Study of Market Processes. Nothing
written here is intended necessarily to reflect the views of
the United States Chamber of Commerce.
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